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ABSTRACT

Economic explanations tend to view individuals as acting to satisfy their preferences, so that when
given a choice between goods, individuals choose those goods which have greater utility for them —
they choose those goods which they believe can best satisfy their preferences in the circumstances
at hand. In this thesis, | investigate how utility theory works when it is used to explain behaviour.

In theory, utility is a positive concept. It is intended to describe and explain an individual’s
behaviour without judging or justifying it. It also seems to be regarded as non-hypothetical, for it
explains an individual’s behaviour in terms of preferences which need not be shared by others, but
may be wholly particular to her. This implies a distinctive way of approaching people’s behaviour
as isolated from and immune to the judgements of a community, for utility cannot be used as a
common standard by which we judge an individual’s behaviour as better or worse, appropriate or
inappropriate.

| argue that this theoretical treatment of utility is substantially different from the practice of
using utility to explain behaviour. In the first place, when utility is used to explain behaviour as
preference-guided, it treats this behaviour as rational action. An explanation of rational action is,
however, necessarily governed by the instrumental principle. This principle is normative — it
stipulates the correct relation between a person’s means and her ends, rather than simply describing
an existing relation. The principle is also non-hypothetical — our commitment to the principle does
not rely on the possession of particular ends, but on having ends in general.

The instrumental principle therefore acts as a common standard for reasoning about how to
act, so that when we explain an agent’s behaviour as rational action, we expect that her action will
conform to standards that we all share in virtue of having ends. Thus, | contend, in order to explain
the rational actions of an individual, marginal utility necessarily appeals to the judgements of a

community.
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INTRODUCTION

“The present intellectual scene”, writes Ben Fine, “is one in which economics imperialism is on the
rampage across the other social science”.! The story of colonisation in the social sciences is, for
Fine, much like the story of colonisation in the developing world. First, economists with their
greater political and financial clout begin to dictate the terms of success for other social scientists.
In this way, sociologists, cultural theorists and political scientists turn to the language of economics,
trying to convey the economic relevance of cultural norms, institutions and networks by dressing
them up as ‘human capital’. Then economists, in their recognition that the new world of social
sciences might contain hitherto unimagined resources, broaden economic analyses to include non-
market behaviour as the rational response to market imperfections. When the market fails, it is
rational to form social structures and engage in what would otherwise seem to be non-rational
behaviour like customs, norms and relations of trust. In this way, denizens of other social sciences
are assimilated into the language and practices of economics.

| am not sure how much truth this picture represents. Nevertheless, | understand the
attraction that economics has for those situated in, and affected by substantial socio-economic
inequalities. While philosophy seems to be uniquely fitted to answer the question of what the good
life consists in, it would appear that economics is tailored to answer the more practical question of
how to go about securing a good life for oneself and others. This is particularly the case for utility
theory in economics, which is essentially used to measure the way in which we go about securing
the means to our ends in a world of scarcity. It is within this context that this thesis investigates the
question of how utility theory works. At times, the discussion may seem far removed from the
pressing considerations of scarcity and inequality, but it is useful to bear in mind that these

considerations shape the nature and direction of the investigation.

! Ben Fine, ‘Economics Imperialism and the New Development Economics as Kuhnian Paradigm Shift?”, Wor Id
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An enquiry into how utility theory works immediately encounters the heterogeneity of utility
theory. The concept of utility is not a single, unified object. Instead, it is an intricate complex of
instruments, each designed to solve particular, historically-situated problems. When classical
utilitarians sought a way of thinking about the good of a society such that each person’s happiness
or pleasure is crucial to the overall good, they fastened on the idea of classical utility. It is meant to
provide a universal criterion for judging the moral worth of an action in terms of the overall
happiness or pleasure that it results in. As such, classical utility is part of what Amartya Sen calls
the “‘welfarist’ project — it is used to assess an action’s goodness in terms of the aggregated positive
effects on individuals.?

Set firmly on this welfarist course, neoclassical economists nevertheless wished to distance
themselves from the utilitarian’s moral project. In place of classical utility, they developed the
concept of marginal utility, an instrument for measuring and explaining — but not justifying — a
person’s behaviour in terms of her preferences. One can think of individuals as acting to satisfy
their preferences, so that when given a choice between goods, individuals choose those goods
which have greater marginal utility for them — they choose those goods which can best satisfy their
preferences in the circumstances at hand. Unlike classical utility, marginal utility is treated as a
positive concept — it is intended to describe and explain an agent’s behaviour in terms of preferences
which need not have any moral content. So, by connecting preferences to choices, marginal utility
can act as the foundation for an account of rational choice shorn of its moral overtones. More than
this though, it is also hypothetical, in the sense that marginal utility does not depend on a
universally-shared end, like pleasure or happiness, but instead depends on preferences which can be
wholly particular to an individual. This implies, | think, a distinctive way of approaching agents’
actions as isolated from and immune to the judgements of a community, for marginal utility cannot
be used as a common standard by which we can judge an individual’s actions as better or worse. It

simply describes and explains those actions in terms of preferences. Marginal utility theory does

Development 30, 12(2002): 2057.



not, however, have much to say on the question of how one should go about identifying these
preferences.

This is the particular task of axiomatic utility. Rather than give itself the task of investigating
mental states hidden within an agent’s head, contemporary economics has turned to a behaviouristic
understanding of preferences as largely interchangeable with choice behaviour. Within axiomatic
utility theory, choices reveal preferences and preferences just are hypothetical choices. By closing
the gap between preferences and choices, axiomatic utility theory is able to ascribe or discover an
agent’s preferences by examining her choices.

Although each concept of utility is concerned with a distinctive problem, one can think of
the instrumental principle as the thread connecting all three concepts. This is a principle which
governs the relation between means and ends, or between goods and preferences (I use both sets of
terminology interchangeably). Classical utility gives moral weight to this instrumental relation by
defining the goodness of an action in terms of the pleasure or happiness that it produces. In contrast,
marginal utility only accords this relation explanatory weight. Axiomatic utility is minimalist in the
extreme — it attempts to give the instrumental relation no weight at all, for it equates preferences
with choices so that means are no longer instrumental to ends and are instead the ends themselves.

The main claim of the thesis is this: in order to explain an agent’s behaviour as an instance
of rational action or choice, an explainer must assume that her behaviour is governed by the
instrumental principle. | take this claim to be significant in several ways.

In the first place, the instrumental principle is normative: it stipulates the correct relation
between an agent’s means and her ends, rather than simply describing an existing relation. The
principle is also non-hypothetical: our commitment to the principle does not rely on the possession
of particular ends, but on having ends in general. It therefore acts as a common standard for
reasoning about how to act, so that when we explain an agent’s behaviour as rational action, we

express an expectation that her behaviour will conform to standards that we all share in virtue of

2 Amartya Sen, “Utilitarianism and Welfarism’, The Journal of Philosophy 76, 9(1979): 464.
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having ends. An explanation that draws on the instrumental principle therefore gets its sense from
the community of agents in which the explainer is embedded. So when marginal utility is used to
explain an agent’s behaviour as rational action, it implicitly invokes communal judgements about
the nature of correct reasoning. In order to explain the rational actions of an individual, the

behaviour of an ‘I’, marginal utility appeals to the judgements of a community, the judgements of

us’.

This kind of explanation will therefore have normative and non-hypothetical properties. Yet
marginal utility is characteristically set out in positive and hypothetical terms: it is supposed to
describe and explain an agent’s behaviour in terms of preferences which are not necessarily
universal. As such, the explanatory version of the concept differs substantially from its abstract
version. For any empiricist, the formulation of theory is primarily guided by successful practice, so
this conclusion should persuade economists with empirical leanings to favour the explanatory
version of utility over its abstract counterpart.

Nevertheless, regardless of whether the theory of marginal utility is reconciled with its
practice, | think reflection on the normative and non-hypothetical properties of utility explanations
brings neoclassical practice closer to one heterodox theory — the capabilities approach. As |
understand it, the role of public deliberation and judgement is central to the capabilities approach,
and if it turns out that utility explanations likewise rely on an element of communal judgement, then
there may be more common ground between a neoclassical economist and a capabilities theorist
than one might have originally supposed. In this case, we can think of the two theories as being on a
continuum with each other: marginal utility makes implicit reference to public judgements, while
the capabilities approach renders the role of public judgements explicit and develops it in
interesting directions.

The structure of the argument is as follows. In the first chapter, | set out the theoretical
treatment of marginal utility and distinguish it from classical utility. On this reading, marginal

utility is positive and non-hypothetical. In the second chapter, | look at the way in which marginal

4



utility can be used in practice to explain agents’ behaviour. | argue that if marginal utility is used to
explain an agent’s behaviour as an instance of rational action, then the explanation must invoke the
instrumental principle, which is normative and non-hypothetical. In the third chapter, | consider
whether this argument can be applied to the concept of axiomatic utility. | argue that it can, because
it implicitly invokes the distinction between means and ends which marginal utility makes explicit.
Moreover, this distinction between means and ends is of a special kind, for it requires an explainer
to view an agent’s behaviour as an instance of rational action. The instrumental principle is
therefore a necessary feature of an explanation which employs marginal utility.

In the fourth, concluding chapter | place the analysis of marginal utility in a broader context,
by considering whether the capabilities approach is as different from utility theory as we have been
lead to think. | contend that it is not, for both utility theory and the capabilities approach contain
non-hypothetical and normative properties. Finally, the coda offers a brief discussion of two issues
which | purposefully bracketed from the main argument. The first potential avenue of exploration is
the concept of expected utility, which looks as if it might push the analysis towards reasons
internalism. The second avenue concerns the role of behavioural economics in identifying two
norms distinct from the instrumental principle: a norm for prudence and a norm for valuation. I
suggest that these two norms may have a bearing on our understanding of how utility explanations

work.



CHAPTER 1

Theorising about our Behaviour: The Concept of Marginal Utility

The everyday meaning of ‘utility’ is wusefulness. When we say, for instance, ‘this is a useful
hairdryer’, what we mean is that it is useful for a certain purpose that we have in mind. We cannot
apply the statement ‘this is a useful hairdryer’ to just any context; it is not, for instance, useful for
someone who wants to wash the dishes.? Similarly, the technical conception of utility is subjective,
in the sense that a state of affairs can only have utility 7for some agent and can never have utility
independent of any agent. We can follow Don Ross and distinguish two major notions of utility. The
first stems from the classical utilitarians and belongs to moral philosophy. | call this concept
classical utility. The second arises in response to classical utility, and is a defining feature of
neoclassical economics. This is the concept of marginal utility.

Using Ross’s historically-situated, critical account of utility theory, this chapter discusses the
distinction between classical and marginal utility in order to draw out two distinguishing features of
the concept of marginal utility. The first is that marginal utility is hypothetical: the utility of a good
for an agent relative to that of another good is dependent on her particular preferences or ends.*
This differs from classical utility, which is non-hypothetical: the utility of an action is not dependent
on an agent’s particular ends, but is instead dependent on the universally-shared end of pleasure. So
although both marginal and classical utility are subjective, the two concepts differ in terms of
whether this subjectivism takes a hypothetical or non-hypothetical form. The second feature is that

marginal utility is treated in a positivist manner; this means that the concept is only used to describe

® This observation draws on Peter Geach’s distinction between predicative and attributive adjectives. Predicative
adjectives are context-independent and therefore refer to intrinsic properties. Attributive adjectives are context-
dependent and therefore denote extrinsic properties. Utility is one such extrinsic property. See Peter Geach, 'Good and
Evil' in Theories of Ethics (Oxford: Oxford University Press, 1967).

* | use the terms “preferences’ and ‘ends’ interchangeably. The former is used in economics, the latter in philosophy.
There is a slight difference between the two. Preferences are comparative — one never has a preference in isolation, but
always a preference for one good over another. In contrast, ends tend to be understood in isolation from each other. |
treat ends comparatively, however, so this difference is irrelevant to the discussion.
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the relation between means and ends. This is in contrast to the normative approach to classical
utility, by which the concept is also used to prescribe the relation between means and ends. | go on
to suggest that, taken together, the hypothetical and positive characteristics of marginal utility imply
a distinctive way of understanding agents’ actions as isolated from, and immune to, the judgements

of a community:.

1. Classical Utility

‘Utility” denotes the property of being useful, both in everyday usage and in more technical
contexts. The classical utilitarians who drew their name from the term, defined utility as a special
kind of usefulness: the ability to provide an agent with pleasure, rather than pain. Utilitarians, like
Jeremy Bentham and John Stuart Mill, held that the moral goodness of actions should be judged by
this kind of usefulness, for they believed that we should understand goodness solely in terms of a
positive psychological state like pleasure or happiness, and its opposite, badness, in terms of a
negative state like pain or unhappiness.” Once goodness is defined in this way, an action can only
be good if it produces more pleasure than pain, not just for one individual but for society at large. A
dictator, for instance, may derive a great deal of pleasure from building himself a palace of ice in
the desert, but doing so may rob his people of scarce water and lead to an overall amount of
suffering which condemns his action as morally reprehensible.

As Ross notes, Bentham developed this moral theory as a powerful conceptual tool against
paternalism, the prevalent political view of Bentham's milieu.® Paternalism is the belief that one
knows what is best for others, in virtue of which one makes decisions for them. Like a father who
cares for his children, one is in an epistemically privileged position and this warrants one exercising

a degree of benevolent authority over others. Yet, if the goodness of an action resides in the amount

® See, for instance, Mill’s discussion of the meaning of utility in Utilitarianism (New York: Oxford University Press,
1998): Chapter 2.
® Don Ross, What People Want: The Concept of Utility from Bentham to Game Theory (Cape Town: Univeristy of Cape
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of pleasure it produces for agents, then each agent is best-placed to know what is good for her,
because she is uniquely positioned to know what her brings her pleasure and pain. It follows that
governing bodies can never legitimately make decisions for agents on the basis that they know what
is best for them. In addition, there is no basis for privileging one agent over another, for a unit of
pleasure is the same regardless of who experiences the pleasure. This concept of utility therefore
grounds a non-paternalistic moral theory, in which each agent's happiness is equally crucial to
determining the moral worth of an action or public policy.

As Ross nevertheless points out, a narrow conception of pleasure confronts us with a
pessimistic and blatantly false picture of human nature, for it then looks as if all agents are
motivated to pursue their own happiness with no thought or care for others.” Bentham recognises

these egoistic overtones of utilitarianism when he has an imaginary opponent exclaim:

What a picture, old and gloomy-minded man are you giving us of human nature! [A]s if
there were no such quality as disinterestedness — no such quality as philanthropy — no such

quality as disposition to self-sacrifice . . . 1

Bentham’s response is to acknowledge altruism, but argue that selfishness is predominant in
society.? Unsatisfied with this response, Mill sought to widen the concept of pleasure to encompass
a larger range of human aspirations and relations, so that utilitarianism would be independent of the
truth of psychological egoism.* This allows a utilitarian to say that a mother's sacrifice for her child
brings her pain, but this is less pain than she would have had if she had not aided her child. On the
other end of the spectrum, a masochist seeks physical pain precisely because it brings him a great

deal of pleasure. In both examples, the balance of pleasure over pain explains — and potentially

Town Press, 1999): 12-13.

" Ross, What People Want, 12-13.

8 Jeremy Bentham, ‘The Psychology of Economic Man’, in Jeremy Bentham’s Economic Writings(London: George
Allen and Unwin: 1954): XVIII.

° Bentham, The Psychology of Economic Man: XIX, XX.

19 John Stuart Mill, “‘On the Definition of Political Economy and the Method of Philosophical Investigation Proper to
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justifies — agents’ actions without assuming that agents are selfish. Here is the expansive, classical

definition of utility:

Classical Utility: X'is good only if it results in more pleasure than pain for a
community of agents, where an agent need not only gain pleasure from acting in

her own interest

There are several characteristic features of this definition of utility. Firstly, although Mill
divorces utility from psychological egoism by providing a more expansive definition of pleasure,
the concept nevertheless refers to a specific psychological state. As such, utilitarianism is still
entwined with psychology. The classical utility of an action depends on whether it does /n fact
provide more pleasure than pain for a group of agents. The task of a utilitarian is therefore in part
that of a psychologist: she must measure or estimate the amount of pain or pleasure that an action
produces or will produce in agents; she must then consider whether there are or will be more units
of pleasure than pain, and on the basis of this she must assess whether the action is good or bad.

This last observation points to the second distinguishing feature of classical utility. On the
utilitarian picture, an action or state of affairs has utility insofar as it leads to more pleasure than
pain, and therefore to overall goodness for a community. This concept of utility is therefore a moral
one, for it is not only used to describe the pleasure or pain that an agent gains from an action, but is
also used as a criterion of wellbeing for agents, in virtue of which an agent has obligations to other
agents.

Thirdly, although classical utility is dependent on an agent’s particular psychological states
of pleasure and pain, classical utilitarianism claims that all agents seek pleasure over pain.'* This

means that utility is a non-hypothetical concept, because it is not based on the particular ends of an

it’, in Collected Works of John Stuart Mill Vdl 4 (Toronto: Toronto University Press).
11 Bentham writes, for instance, that ‘successfully, or unsuccessfully, [man] always aims at happiness and so will
continue to aim as long as he continues to be man, in every thing he does’ (The Psychology of Economic Man, Chapter
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agent; instead, it is dependent on an end which all agents share. As | use it, a non-hypothetical
concept is one which does not rely on an agent’s particular ends; this means it can either rely on
universally-shared ends, or it can be wholly independent of ends. An end is something towards
which an agent aims; it is the target or goal of her action.'? On the utilitarian view, pleasure is an
end that is common to all agents, for it is something which all agents hold to be good and therefore

worth aiming at.

2. Marginal Utility

On Ross’ account, the birth of neoclassical economics in the nineteenth century marks a significant
divergence from the concept of classical utility, for it formulates a marginal or relational definition
of utility. The starting point of this formulation is to divorce marginal utility from any and all
psychological states. William Stanley Jevons contends that the concept does not denote any intrinsic
quality, but is better described as ‘a circumstance of things arising out of their relation to man’s
requirements’.*® Marginal utility is therefore a broader kind of usefulness than classical utility, for it
signifies the ability of a state of affairs to realise an agent’s ends, irrespective of whether it results in
pleasure or pain, or any other kind of psychological state. In this sense, any state of affairs which is
a means to satisfying an agent’s ends has utility for that agent. Economists call an agent’s ends
preferences, and the means to those ends goods.

On the marginalist account, the locus of utility shifts from the happiness of an agent, and is
instead located in the relationship between an agent’s preferences and the goods which can realise
those preferences. Marginal utility is therefore a thoroughly relational concept. Firstly, it captures

the instrumental relationship between an agent’s preference and a good.** Secondly, the notion of a

preference is also relational: an agent cannot prefer an option Ain isolation, but always prefers Ato

2:1).
12 This is taken from Avristotle’s characterisation of ends in the Nicomachean Ethics, 1.1-2.
3 William Stanley Jevons, ‘Theory of Utility’, in The Theory of Political Economy(London: MacMillian Press, 1911):
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some other option B Thirdly, there are always alternative goods which lie before an agent, and
she must consider which goods can best help her satisfy her preference for Aover B So the utility
of a good for an agent is always relative to that of another good for her.

Jevons takes this relational concept of utility and adds a plausible psychological assumption.
He claims that if one has a preference for Aover B, and a good Xsatisfies preference A more than
another good Y/ then the more one has of X'the more one’s preferences are satisfied, up until a
certain point, where there is a levelling off of satisfaction.'® If you are hungry, then a spoon of food
will help ease that hunger more than a breath of air, and a plate of food will satiate you, but after a
certain point, eating more food instead of breathing will not satisfy your preference for food to any
noticeable extent.

This is the principle of diminishing marginal returns: the utility of a good approaches zero as
the amount of the good increases beyond a certain point. Given this baseline at which the utility of a
good approaches zero, we can compare the degree to which a certain quantity of a good realises a
preference with that of an infinitesimally small increase in quantity. The difference between the two
will tell us the extent to which a preference is realised by the acquisition of a certain quantity of a
good, relativeto an increase or decrease in the good. So, although we cannot get an absolute grip on
the degree to which a person is satisfied by a good, we have a comparative understanding of the
utility of a good for an agent relative to an increase or decrease in that good. This is the concept of

marginal utility.

Marginal Utility: x has greater utility than yfor an agent only if it could satisfy her
preference for Aover B where the degree to which x satisfies her preference for A

over Bis relative to a corresponding increase or decrease in the quantity of x

92.
!4 Ross, What People Want, 4-30.
15 John Broome, Ethics out of Economics(Cambridge: Cambridge University Press, 1999): 8-11
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Ross argues that the principle of marginal returns allows economists to define part of the qualitative
aspect of utility in quantitative terms.*” Consider an agent who has a preference for wine over beer;
yet she is not indifferent to the kind of wine she drinks, for one unit of box-wine does not satisfy her
preference as much as one unit of a finer wine. In this case, the quantity of wine is the same, but the
two are qualitatively different for her, and therefore not straightforwardly substitutable. It is fairly
easy to measure units of a particular good, because we already just do carve up the world into units,
and so we can use these pre-existing empirical units as the basis for quantitative measurements. On
the face of it, however, there are no pre-existing empirical units which could be used as the basis for
qualitative measurements, because the intensity or the degree to which a person is satisfied by a
certain good is dependent on facts about her. Jevons sidesteps the problem of how to provide an
independent criterion of varying levels of intensity by defining the intensity of a good’s utility in
terms of changes in the amount of that good.

This gives us one reason for favouring marginal utility over classical utility — it can be used
to measure and compare the value of goods for an agent. The principle of marginal returns makes it
possible to place the utility of goods for an agent in a hierarchy and thereby compare the differing
levels of utility that the acquisition of different goods have for an agent. This is helpful in
considering the question of how to distribute scarce resources such that the greatest number of
agents can satisfy their preferences, for the provision of goods with the greatest utility for an agent
will satisfy her preferences more so than the provision of goods which have relatively little utility
for an agent. Nevertheless, such a ranking still leaves it open as to whether an agent has incomplete
preferences. For instance, faced with the option of drinking Rooibos tea or Ceylon tea, an agent
does not have a preference for Rooibos over Ceylon and neither does she have a preference for
Ceylon over Rooibos.™® Without further conditions in place, the concept of marginal utility only

implies the possibility of a partial ordering of goods.

16 Jevons, “The Theory of Utility’, in The Theory of Political Economy (London: Macmillan Press, 1911).
"Ross, What People Want, 25.
'8 This is a variation of Amartya Sen’s example of Buridan’s ass. In the story, a donkey is faced with two haystacks;
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3. Comparing Marginal and Classical Utility

There are several features of marginal utility which distinguish it from the utilitarian concept.
Firstly, a preference is an empty concept, in the sense that it lacks specific content. Unlike particular
psychological states, the concept of a preference is therefore applicable to any agent in any
situation. Whether a mother does in fact derive pleasure from sacrificing herself for her child is
open to psychological speculation. It may be the case that she derives not a single unit of pleasure
from doing so, and until a utilitarian knows how much pleasure results from her action, he cannot
pronounce on the utility of her action. In this case, the explanation (and potential justification) of
her action is complicated by and contingent upon psychological findings. On the neoclassical
account, however, the explanation is simpler and less contingent. Regardless of how much pleasure
is involved in her sacrifice, one can still say that the mother’s sacrifice has the ability to satisfy her
preference to save her child; the utility of this sacrifice relative to her not sacrificing herself would
then explain her action. The neoclassical account therefore enhances Mill’s attempt to distance
classical utility from the truth-value of a particular psychological theory, by divorcing marginal
utility from any particular psychological state.

Secondly, defining marginal utility in terms of preference satisfaction has the effect of
exempting marginal utility from counting as an obvious moral concept. To see what | mean,
consider whether the satisfaction of preferences is a morally good thing. By ‘good’ | simply mean
our ordinary use of the word to denote admirable qualities. It might be that many cases of
preference satisfaction are good; my preference to be kind rather than cruel to strangers might be
good, or my preference for an education over illiteracy might be good. Yet, it does not seem like we
would ordinarily condone the satisfaction of a preference for rape over respect for a woman’s sexual

integrity, for instance, as good. On the face of it, preference satisfaction might be morally good in

unable to choose between the two the donkey dies of starvation. See Sen, “Maximisation and the Act of Choice’, in
13



some cases, and in others it might be bad. This suggests that the concept does not have enough
content for it to count as a clear synonym for moral goodness and some argument is necessary to
show that it is a moral concept. In contrast to utilitarianism then, the marginalist definition of utility
seems to be morally neutral and can be used to explain both morally good and bad phenomena.

In this regard, Lionel Robbins quotes Cannan who complains that a ‘large trade has existed
since history began in supplying certain satisfactions of a sensual character which are never

regarded as economic goods.”*® Robbins’ response is worth quoting in full:

Economists, equally with other human beings, may regard the services of
prostitutes as conducive to no ‘good’ in the ultimate ethical sense. But to deny that
such services are scarce in the sense in which we use the term and that there is
therefore an economic aspect of hired love, susceptible to treatment in the same
categories of general analysis as enable us to explain fluctuations in the price of

hired rhetoric, does not seem to be in accordance with the facts.?°

As John Broome argues, this ambiguous use of the term ‘utility” still haunts modern economics.?
Economists often slip into using the older concept of classical utility, which denotes the moral
goodness of an action, all the while maintaining that they use the morally neutral notion of marginal
utility, without providing an argument for this shift. Broome insists that consistency and clarity
demand that if economists explicitly adopt marginal utility (and they do in fact do so), then they
should not covertly use the utilitarian concept. This does not imply that marginal utility cannot
function as a moral concept, but it is first necessary to show how it is a moral concept. Neither does
it suggest that moral concerns do not or cannot play a significant or fundamental role in economic

analyses, but marginal utility is not an obvious contender for grounding these concerns.

Rationality and Freedom(New Delhi: Oxford University Press, 2008): 184.
19 Lionel Robbins, ‘Ends and Means’, in On the Nature and Significance of Economic Science (London: Macmillan
Press, 1969): I1.
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Yet Jevons and Robbins make an even stronger distinction between marginal and classical
utility. They claim that not only is marginal utility not a moral concept, but it is also not a normative
one. Moral concepts are a subset of normative concepts. To think of the world in a normative way;,

as Korsgaard writes,

[is to] think of ways that things could be better, more perfect, and so of course
different than they are; and of ways that we ourselves could be better, more
perfect, and so of course different, than we are . . . [Normative ideas] outstrip
the world we experience and seem to call it into question, to render
judgement on it, to say that it does not measure up, that it is not what it ought

to be.?

Unlike positive concepts which simply describe the way the world is, normative concepts prescribe
the way the world ought to be; it is for this reason that Korsgaard characterises normative concepts
as those which outstrip the world. Normative concepts include rules of logic, epistemic values like
truth and coherence, scientific values like elegance and simplicity, and aesthetic values like beauty
and harmony. Moral concepts like classical utility, honesty and kindness, which govern the conduct
of agents towards each other, are therefore just one kind of normative concept amongst many.
Jevons, in particular, characterises marginal utility as a fundamental, purely descriptive tool
for analysing agents ‘not as they ought to be, but as they are.”?® His argument proceeds largely from
elimination: if marginal utility is not a moral concept, it must be a positive one. Similarly, Robbins
develops this line of thought in his argument that human ends are not amenable to rational

deliberation or discussion.?* This means that ends are purely conative or arational. Consequently,

20 Robbins, ‘Ends and Means’: I1.

2! Broome, “Utility’, in Ethics out of Economics.

2Christine Korsgaard, The Sources of Normativity, (Cambridge: Cambridge University Press, 1996): 1. Emphasis
added.

28 Jevons, ‘Theory of Utility’: 2.

2 Robbins, 'Interpersonal Comparisons of Utility', in Economic Journal 48, 192(1938):635-641.
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Robbins contends:

If we disagree about ends it is a case of thy blood or mine — or live or let
live according to the importance of the difference, or the relative strength
of our opponents. But if we disagree about means, then scientific analysis
can often help us resolve our difficulties. If we disagree about the morality

of the taking of interest . . . then there is no room for argument.?

On this view, if the object of analysis is an agent’s ends, then the analysis is a moral one. If the
object of analysis is the means to an agent’s ends, however, then the analysis is a scientific one.
Robbins understands a scientific analysis as a positive or descriptive enterprise.?® Like Jevons, he
too contrasts a moral analysis with a positive one; he thinks that if the concept of utility is not used
in moral analyses, it must be used in positive ones. Hence, the concept of marginal utility does not
outstrip the way agents are by pointing to the way they ought to be or ought to act, but instead
expresses their existing natures, by denoting the way they are and the way they act.

I will put aside the question of whether moral and descriptive properties are exhaustive
categories and consider this question in the following chapters. For the moment though, we can see
that the positive treatment of marginal utility does not imply that the whole of economics is a
positive or descriptive discipline, limited only to the explanation and prediction of economic
phenomena (although Jevons and Robbins seem to think so). Ross, for instance, who endorses a
positivist interpretation of economics, can still make room for normative considerations in the
discipline, because he thinks that what interests and guides economists in their investigations are

typically moral concerns like welfare.”” He maintains that the concepts with which economists

%> Robbins, ‘Means and Ends’: 132.
%6 Robbins, “The Subject Matter of Economics’, in On the Nature and Significance of Economic Science: 139.
2" More particularly, Ross is concerned to show that economics is guided by a classical utilitarian outlook.
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work, in particular the notion of marginal utility, are nevertheless descriptive.?® Similarly, Daniel
Hausman and Michael McPherson argue that positive economic analyses are often steered by the
moral values of individual economists and can be refined by sustained reflection on these moral
values.?

Thirdly, the concept of marginal utility is arguably a hypothetical one. Although I am not
aware of any economist who explicitly claims that the concept is hypothetical, | nevertheless think
that it is plausible and useful to interpret marginal utility as dependent upon an agent’s particular
preferences. To begin with, a preference does not have much content, for it just denotes the end or
aim of an agent’s actions. As such, one could have a preference for anything, and the realisation of a
preference could be attached to an array of affective states. There is therefore not enough
information with which to make claims about whether agents share certain preferences. If this is
correct, then at a minimum, the empty nature of a preference leads to agnosticism about whether
specific preferences are shared by agents. Moreover, as Robbins argues, economics confines itself
to an analysis of the way in which agents act to satisfy their preferences, given the scarcity of goods
to satisfy those preferences. This means that economic analyses are neutral about the nature of
preferences.®® In both cases then, any positive views about the universal nature of preferences are
absent. In light of this agnosticism, it is reasonable to interpret marginal utility as dependent upon
preferences which are particular to agents, until it is proven otherwise, for at the very least, we only
know that some preferences are not shared by all agents. I, for instance, can attest to having never
had a preference for an embroidered punjabi over a plain one, although several friends of mine have
clear preferences regarding embroidered punjabi over plain ones. By default then, it seems as if the
concept of marginal utility is hypothetical.

Yet there are stronger grounds for holding that marginal utility is hypothetical. Recall that

the marginal utility of a good for an agent is dependent on its relation to the utility of another good

%8 Ross, What People Want, 371-373.
2 Hausman and McPherson, Economic Analysis, Moral Philosophy and Public Policy(Cambridge: Cambridge
University Press, 2006).

17



for that agent, and an increase or decrease of that good relative to her preferences. This means that
utility is not just dependent on a preference in isolation, but is dependent on an agent’s preference
structure. It might be plausible to claim that all agents share a particular preference, but it strikes me
as implausible to claim that all agents share the same complex combinations of preferences. To see
why, we can imagine a situation in which there are two agents: Xoli and Castro. Xoli is completely
unaware of the existence of butternut ice-cream but knows about chocolate ice-cream, while Castro
knows of and has tasted both ice-creams. It does not seem as if we could sensibly ascribe
preferences regarding chocolate and butternut ice-cream to Xoli, whereas it is easy to imagine that
Castro has preferences regarding chocolate and butternut ice-cream. So it seems like Xoli and
Castro will have different preference structures simply because Castro knows about butternut ice-
cream, whereas Xoli does not. If this is correct, then the concept of marginal utility is dependent
upon an agent’s particular combination of preferences, a combination which is not universally
shared.

It is worth pointing out that both marginal and classical utility are subjective: a state of
affairs only has marginal or classical utility for an agent. The distinction between hypotheticality
and non-hypotheticality is useful in picking out two significantly different kinds of subjectivism. As
discussed, the concept of classical utility depends on ends which all agents share and is therefore
non-hypothetical. Coupled with the concept’s normative dimension, this allows classical utility to
function as a criterion for judging actions. If acting on a preference for an ice palace in the middle
of a desert results in more pain than pleasure, then the action has negative utility and can be
criticised as morally bad. So although classical utility is a subjective concept, it allows us to say that
preferences which might be acted upon are open to rational deliberation and moral criticism from
all. While a utilitarian judgement takes the form of a moral evaluation, there are many other kinds
of judgements which non-hypotheticality could allow, like judgements about rationality, epistemic

judgements, aesthetic ones and so on.

% Robbins, ‘Ends and Means’: 11.
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Marginal utility, however, seems to be limited to the particular preferences of an agent, and
does not make reference to universally-shared preferences. In conjunction with positivism, this
hypotheticality means that marginal utility does not provide a common standard by which an agent
can deliberate on his preferences and judge the actions of others. If a dictator prefers to build an ice-
palace in a desert over other options, then doing so has utility for him and this provides him with a
reason to begin construction. The question of whether it has low utility for others is a separate
matter, for the analysis of what has utility for him is confined to his particular preference set. If this
is correct, then the hypothetical nature of marginal utility leads to a view of action which is
substantially different from that of classical utilitarianism, for the only guide as to what has
marginal utility for an agent is the agent herself, rather than the community in which she is
embedded. On this view then, an agent’s actions are understood in isolation from her community,

where this isolation precludes others’ judgement of her actions in terms of marginal utility.

Conclusion

Although marginal utility is rooted in classical utility, there are significant differences between the

two concepts. Below is a table which summarises the differences:

Classical Utility Marginal Utility

1. | Normative: moral concept Positive: descriptive concept

2. | Non-hypothetical: depends on universally- | Hypothetical: depends on a particular

shared ends combination of ends

3. | Implication: Acts as universal criterion for | Implication: Does not act as a universal
deliberating about preferences that we act | criterion for deliberating about preferences
on, and for criticising the actions of others | that we act on, and cannot be used to

criticise the actions of others
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Thus far, the concept of marginal utility is a purely abstract entity, in the sense that it has yet to be
used in explanations or predictions of an agent’s behaviour. The next chapter looks at marginal
utility when it is used to explain agent’s behaviour. |1 focus on the way in which economic
explanations of human behaviour seem to view this behaviour as an instance of rational action, and
| then investigate which conditions are necessary for this kind of explanation to work. I think that
with these conditions in hand, we can compare the theoretical treatment of marginal utility with its

application in explanations of behaviour.
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CHAPTER 2

Explaining our Behaviour: The Practice of Marginal Utility

Here is a highly simplified explanation of an agent’s actions in terms of marginal utility. When
faced with a choice of coffee or tea each morning, Xoli always drinks coffee. The repeated selection
of coffee over tea reveals her preference for coffee over tea. It follows that coffee has greater
marginal utility than tea for Xoli, and this is why she chose coffee instead of tea this morning.

In this example, the explainer seems to view Xoli’s behaviour as an instance of rational
action. Firstly, her behaviour is not treated as aimless or random: Xoli drinks coffee in order to
satisfy her preference for coffee over tea, or in philosophical terms, Xoli drinks coffee as a means to
realising her end of drinking coffee over tea. In virtue of its intentional nature then, her behaviour
counts as an action, and because this action is selective in nature, it counts as a choice. Secondly,
the explainer interprets her action as an appropriate means to satisfying a preference for coffee,
rather than a preference for something else like tea, or beer, or any other good. As such, we are
invited to see Xoli’s preference for coffee as giving her a reason to drink coffee, although the
explainer is silent on whether it is a good reason. In this explanation then, Xoli’s behaviour seems to
count as something which is rational, in the sense that she acts on a reason; it may be more or less
rational depending on whether she acts on a good or a bad reason.

Furthermore, the explanation is articulated in instrumental terms. We understand Xoli as
rationally choosing the means to satisfy her ends, rather than acting on non-instrumental
deliberations concerning the nature of her ends, for instance. This suggests that the instrumental
principle plays a role in explanations which employ marginal utility. It is a rule which governs
agents’ reasons for acting, in cases where agents act to take the means to their ends. One way of
framing the principle is this: the possession of an end gives you a reason to take the means to that

end.
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This chapter assesses the role of the instrumental principle in explanations of agents’
behaviour that view this behaviour in terms of rational action. I begin with Peter Railton’s account
of the instrumental principle, which aims to show that the principle is indispensable to our
understanding of rational action. I argue that Railton’s account works, because the principle governs
the shape of practical reasons. In virtue of its logical structure, the principle necessarily plays a
normative and non-hypothetical role in explanations of rational action. If this is correct, then an
explainer is faced with only two options: if he explains an agent’s behaviour in terms of rational
action, then his explanation must invoke the instrumental principle, which is normative and non-
hypothetical. If he denies that the explanation invokes a normative instrumental principle, then he
cannot explain an agent’s behaviour in terms of rational action. Insofar as marginal utility is used in
an explanation of rational action, it is governed by the principle and has two properties: it is

normative and non-hypothetical.

1. Rationality as Consistency

Decision theory in economics sets out a number of conditions which define rational choice. These
conditions are limited to an agent’s preference structure, or the pattern of her ends. The constraints
are largely requirements of consistency: an agent is irrational, for instance, if she has circular or
non-transitive preferences.®! One constraint, in particular, is relevant to this chapter. It stipulates
that an agent’s preferences about her means should be consistent with her preferences about
outcomes. Suppose you prefer outcome Ato outcome B, then on this condition, it is irrational for
you to prefer the means to Bover the means to A*

Although not explicitly articulated as such, this condition is a version of the instrumental

principle, for the principle is concerned with the relation between means and ends. This formulation

%1 See, for instance, Paul A Samuelson, 'The Empirical Implications of Utility Analysis' in Econometrica 6(Oxford:
Blackwell Publishers, 1938).
%2 This formulation is drawn from John Broome, ‘Can a Humean be Moderate?’, in Ethics out of Economics: 68.
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of the principle is framed solely in terms of the pattern of preferences, and does not include
reference to concepts like reasons or beliefs. It does not assert that a preference for sobriety gives
you a reason to prefer the means to satisfying this preference by abstaining from alcohol, nor does it
stipulate that the chosen means should ordinarily be effective in securing your preference. Instead
of these conditions for correspondence between means and ends, it only declares that if you prefer
one goal over another, like sobriety over intoxication, then it is irrational to prefer copious drinking
over more abstemious behaviour. As such then, it is a fairly minimal formulation of the principle.

I believe this minimal version of the instrumental principle conceals within it a stronger
condition of correspondence between means and ends. Let us return to Xoli and her chronic pursuit
of coffee. Suppose we do not presume that drinking coffee corresponds with a preference for coffee;
that is, suppose we do not imagine that her action is intended as an efficacious way of realising a
preference for coffee over anything else. What are we to make of her action then? Without a
criterion for correspondence between means and ends, we can as much infer that her action is a
means to satisfying a preference for tea or roast beef as for coffee, because the connection between
means and ends is a matter of whim, rather than an empirically fixed pattern of correspondence. So,
even though Xoli prefers coffee to tea, it is not inconsistent of her to prefer drinking tea to coffee,
because drinking tea might be her way of satisfying a preference for coffee. This suggests that a rule
for consistency about preferences for means and ends is a corollary of a more fundamental rule for
correspondence between means and ends. | will therefore take the instrumental principle to

encapsulate a correspondence rule between means and ends.

2. The Structure of the Instrumental Principle

What does a principle that stipulates a correspondence between means and ends look like? Here is
one formulation: the possession of a relevant end provides an agent with a reason to take the

acknowledged means to that end. There are other formulations, but for reasons which I discuss later,

23



this one has the merit of being fairly uncontroversial.*® If Xoli desires coffee, and believes that
drinking coffee will satisfy this desire, then she has a reason to drink coffee. This reason has two
elements: (i) an end and (ii) a belief connecting the means to that end. It is a practical reason, rather
than a theoretical one, because it is concerned with an agent’s actions and not her beliefs.** Further,
this reason applies exclusively to actions; it does not apply to unintentional behaviour, like tickles
and sneezes.

Notice that the stipulated connection between means and ends in terms of reasons amounts
to the requirement that an agent give her ends deliberative weight in her reasoning. For an agent to
recognise that an end gives her a reason to pursue the corresponding means is for her to accord
deliberative weight to her end in deliberations about how to act, such that she considers pursuing
the corresponding means to that end. | will occasionally characterise the principle in terms of
deliberative weight for the sake of concision, but this should be taken as interchangeable with a
principle framed in terms of reasons. This does not mean that an agent represents her deliberations
about how to act as a reason. She may not always be aware of her deliberations, and she may not
think of these deliberations as ‘reasons'. Nevertheless, when an agent’s beliefs and ends combine in
such a way as to weigh in favour of her pursuing an action, then this combination allows us to
understand the action by showing that it is, from her point of view, appropriate. A basic and
undefended assumption in this chapter is that this explanatory role is taken up by a practical reason:
it is a favouring relation which can render an agent’s actions intelligible to others.*> A practical
reason may have other functions — it might be used to guide another’s behaviour or express

disapproval at her conduct — but I will not discuss these.

% Other formulations include substantive views on the nature of an end. Korsgaard, for instance, formulates the
principle like this: if you have a reason to choose an end, then you have a reason to take the means to that end. This
means that you only ought to take the means to your end if, upon reflective deliberation, you ought to have the end in
the first place. Such a formulation presupposes that ends must be cognitive, and only works from the perspective of a
Kantian position on practical reason. See Korsgaard’s ‘The Normativity of the Instrumental Principle’ for further
discussion.

% More precisely, a practical reason is concerned with what an agent ought to do, while a theoretical reason is
concerned with what an agent ought to believe.

% The idea of a practical reason as a favouring relation is taken from Jonathon Dancy, ‘Enticing Reasons’ in Reason and
Value: Themes from the Moral Philosophy of Joseph Raz (Oxford: Clarendon Press, 2006). The idea of a practical
reason as rendering actions intelligible is drawn from Bernard Williams, 'Internal and External Reasons' in Moral Luck
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We can now distinguish between motivating and normative reasons.*® Xoli believes that a
cup contains coffee and desires coffee, so she has a motivating reason to drink the contents of the
cup. In actual fact, however, the cup contains tea. This means she does not have a normative reason
to drink the contents of the cup, because her deliberation is based on a false belief. At a minimum,
the distinction between the two kinds of reasons lies in whether we take the truth-value of her belief
into account. The truth-value of a belief is not an element of a motivating reason, but it is an
element of a normative reason. One would expect an explanation of an agent’s rational action to
draw primarily on an agent’s motivating reasons. Xoli’s false belief that the cup contains coffee
coupled with the desire for coffee provides a motivating reason which explains her drinking tea, but
she has no normative reason to drink the tea. In this case, the explanation cannot plausibly draw on
a normative reason. On the other hand, if her belief was true and the cup contained coffee, then she
would have both a normative and a motivating reason to drink the contents of the cup, so that the
normative reason would coincide with her motivating reason and could be used to explain her
action.®

It is plain that the instrumental principle governs an agent’s normative reasons for acting, by
stipulating that an agent ought to give deliberative weight to his ends.*® This means that his reason
for acting should connect the action to an end of his, so that the end and the means to his end have
the right kind of fit. Bernard Williams characterises this right kind of fit in terms of the possession
of true beliefs.* If Castro drinks paraffin on the mistaken belief that it is water and will quench his
thirst, then his action has missed its target. Similarly, if he drinks paraffin on the mistaken belief
that paraffin will quench his thirst, he has likewise failed to fit the means and the end together. The

stipulation that one ought to have true beliefs is a theoretical rule, but the stipulation that one’s

(Cambridge: Cambridge University Press, 1981).

*® This distinction is taken principally from Michael Smith, The Moral Problem(Oxford: Blackwell, 1995): 131-132.

¥ This invokes Williams’ constraint on normative reasons as being capable of explaining an agent’s actions once acted
on. See Williams, ‘Internal and External Reasons’, in Moral Luck (Cambridge: CUP 1981).

%8 This characterisation of the instrumental principle in terms of deliberative weight is taken from Peter Railton, ‘On the
Hypothetical and Non-Hypothetical in Reasoning about Belief and Actions’, in Ethics and Practical Reason, edited by
Garret Cullity and Berys Gaut (Oxford: Clarendon Press, 1997).

% This is a variation on an example taken from Bernard Williams, 'Internal and External Reasons' in Moral Luck.
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means and ends ought to fit together by virtue of true beliefs is a practical rule, because it is
concerned with action. This rule is the instrumental principle, and in both examples, it plays a clear
normative role, for it lays down a standard which outstrips the agent’s actual, motivating reason and
points to ways in which this reason can improve its fit between means and ends by the possession of
true beliefs. There may be other ways in which