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Abstract: As a social science, economics has to do with goal oriented human
behaviour. As such, human activity is conducted within given institutional settings
that changes over time. And these settings are in many important ways influenced by
value judgments, that is, to some degree they are normative determined as the
settings are the result of human decisions/actions. In ancient times, as well as
advocated by the founding father of economics Adam Smith this was an
acknowledged fact. However, later on, neoclassicists downgraded the explicit moral
dimension in economics probably due to inspiration from a positivistic methodology
gradually making mathematics to become the prime engine of analytic inquiry.
However, even in our modern time, economics cannot escape the fact that is it a
genuine moral science and to some point also a political science as discussed in the
present paper.
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Introduction

From the very beginning of economics as a scientific discipline there has always been a kind of
inherent dimension of value judgments in economics, see e.g., Olesen (2023). As such, it must
be remembered that the founding father of economics Adam Smith started out his career as a
professor in Glasgow teaching moral philosophy. Before his publication of The Wealth of
Nations in 1776 he had published The Theory of Moral Sentiments in 1759. In general, the

classical thinkers all bore traces of moral statements in their economic understanding.

But it was not for classical economists alone to highlight the importance of value judgments.

Later om, others did that as well.



Perhaps most prominent among these is John Maynard Keynes who again and again in his
economic writings stated that economics is a moral science. It has to be so, because
economics deals with “... introspection and with values. | might have added that it deals with
motives, expectations, psychological uncertainties. One has to be constantly on guard against
treating the material as constant and homogeneous”, CW (XIV, p. 300). Furthermore, to
Keynes, economics was a discipline that had to include ethical considerations, that he
understood early on as a young student in Cambridge. As Mitchell (2017, p. 29) writes: "... a

concern for ethics permeated Keynes's thinking throughout his life".

Keynes, the mathematician, knew that society undergoes changes over time as does the
institutional framework of the economic system. They are both somehow in a process of
constant transformation with outcomes that might have been more or less unforeseeable ex
ante for most (all) people. This crucial methodological Weltanschauung made Keynes, the
economist, throughout all his life to be inspired by Keynes, the philosopher, see e.g., Olesen

(2025)."

With Keynes, we know, that human beings act economically in an environment coloured by
many kinds of imperfections and uncertainties, and although they most often (primarily) act
economically on economic motives and data they sometimes also include different kinds of
information (for instance aspects that have to do with ethical and moral considerations). As
such, in real life, economic units at least to some degree also include value judgments when

conducting their economic behaviour. That is, we all often act in a normative manner.

Even today, modern economists need to acknowledge that economics cannot do without a
value-based kind of anchoring. Although for instance ethics and moral aspects have always

been troublesome concerns for human beings to dwell over, we continue to do so because we

" Such a Weltanschauung or worldview “... shapes the interests of the scientist and determines the questions
asked, the problems considered important, the answers deemed acceptable, the axioms of the theory, the choice
of "relevant facts," the hypotheses proposed to account for such facts, the criteria used to assess the fruitfulness
of competing theories, the language in which results are to be formulated, and so on”, Wilber (1999, p. 1221-

1222).



fell the urgent need for this kind of reflection (just to mention one example, in our time trying to
take care of the livelihood of future generations, the concern for environmental sustainability
is for obvious reasons high on the public agenda). As such, normative aspects are and has
always been an inherent component of economic reasoning. Aiming to highlight the
importance of this statement this short article presents some arguments of why this must be
so. Thatis, as a genuine social science economics is a moral science and to some pointalso a

political science.

From the very beginning economics was a moral science

To include ethical and moral considerations in economics has a long track record as it has
been present from the very beginning of economic reasoning. In ancient times when focusing
on economic aspects the Greeks, Romans, and early Christian contributions always aimed to
include some elements concerning the quality and justice of life. Seen from their perspective,
to mention an important issue, prices should be set in such a way as they were seen as both
just and fair. More generally, when acting economically, these acts had to include the aspect
of doing good thereby applying the ethics of love to economic behaviour. As such, the

economic conduct was somehow always contextualized within a given ethical framework.

Later, it must be remembered that Adam Smith the founding father of economics started out
by addressing ethical aspects when he wrote The Theory of Moral Sentiments which was
publishedin 1759. As such, most Smith scholars see Smith as one who understood that society
must have an ethical foundation. And they often argue that the economic universe that Smith
unfolded in his Wealth of Nations is built on the philosophical understanding that he laid out in
his Moral Sentiments. As such, as argued by Hihn (2019, p. 1), most Smith scholars “... assert

that his economics was applied moral philosophy”.

As society develops over time, Smith argued that such processes of transformation are hinged
on more than just pure economic aspects. Smith taught us, that we need to include both some
political, historical, and cultural aspects to understand the true nature of such processes. That
is, basically, Adam Smith understood economics as a discipline as a moral science, see e.g.,

Robinson (1978), Malek et al. (2016) and Montes (2019, p. 3) who states: “Smith considers



ethics to be a social phenomenon simply because a man [sic] without society cannot have a
sense of good or bad”. As we are all human beings contextualised in some activity defining
given social institutional framework, with Smith, we must acknowledge that “The judgements
of conscience, moraljudgements about one’s own actions, are in the firstinstance a reflection
of the judgements of society” as pointed out by Raphael (1985, p. 34). Therefore, to Adam
Smith, the philosophical economist, the economic agent should be understood as “... avessel
that he fills with a multitude of sentiments and values”, Hihn (2019, p. 2).2 That is, the
individuals that Smith inhabited his Wealth of Nations with are human beings that act
economically quite different than what could be expected by how we generally understand the

concept of homo economicus.

Furthermore, Adam Smith was not the only classical economist to touch on value judgments,
although he together with John Stuart Mill were perhaps the most outspoken ones. In general,
the classical theory contains various traces of ethical statements as did early neoclassical
theory and later the neoclassical paradigm with its focus on welfare (e.g., Pareto as well as

other welfare criteria).

Modern times - normative versus positive economics

As argue by Hodgson (2014), from the first half of the 20th century, neoclassicists downgraded
the explicit moral dimension in economics probably due to inspiration from a positivistic
methodology gradually making mathematics to become the prime engine of analytic inquiry.

As pointed out by Hodgson (2012, p. 271), the neoclassical approach, in general, focuses on

2 As Hihn (2019, p. 7) more thoroughly explains: ”Smith always stressed the social embeddedness of the
individual ... [more s0] ... he was influenced by the Stoic understanding of prudence: it is proper self-care and not
selfishness...[as such]... heis able to connect the individual smoothly with the societal level: individual decisions
create society, but at the same time, the surrounding society influences these decisions ... [therefore, to Smith]

. all economics is a kind of psychological microeconomics, since all microeconomics is based on the
conscience guiding human decisions. That is ... he connects the individual with society and does not erase the

individuality by defining him as a genus”.



“... the utilitarian calculus of satisfaction-seeking individuals ... Money value is used as the
principalincentive. Itis assumed that everything—including moral and aesthetic values — can

be given a price”.

Perhaps this was a tendency which most dominantly coloured the development of
macroeconomics after the era of old Keynesianism.® As such, this research strategy narrowed
down the scope of economics with its focus on inhabiting the economic system with homo
economicus putting aside the role played by homo empathicus. Although it has to be
remembered that to adopt such a strategy is in itself a normative choice. Mainstream
economics be it the old neoclassical paradigm or the modern macroeconomic understanding
has its own built-in normative values that reflects a basic neoliberal ideology* (with an almost
unlimited faith in the beneficent power of unbridled market mechanism fetishism to bring
about outcomes of optimality — the cure medicine for seemingly all economic illnesses). As
Huhn (2019, p. 13 & p. 11) characterises modern mainstream economics, it operates almost
exclusively “... within a formal science framework, with ““reality’’ represented, not observed, by
statistical concepts ... moral philosophy no longer plays any role because values have been
discarded from all levels of analysis ... Today’s economics is clearly a formal science —

although many mistake it for a natural science”.

The general rule thus became: do positive economics and minimise (get rid of) all elements of

normativity.® This is the golden rule of getting progressive scientific success at least seen from

3 As argued by Olesen (2024) this trend took its inspiration in the economics of Milton Friedman which later
developed into new classical thinking and new Keynesianism which in combination paved the road to the modern

macroeconomic mainstream of our time with their DSGE models.

4 Although perhaps hidden rather well, even positive inspired economic theories is of course not value free
theories. As Hill (1968, p. 265) years ago argued: ”Since the positive economist does not admit that he implies
value judgments, he is not responsible for the value judgments implied by his theory ... To deny the existence of
implied value judgments is questionable intellectual honesty ... Both intellectual honesty and professional

responsibility demand explicit recognition of the normative preconceptions of every theory”.

5 As explained by Blaug (1982, p. 129), this distinction has to do with statements between ’is’ and ’ought’, that is,
“... between facts and values, between supposedly objective, declarative statements about the world and

prescriptive evaluations of states of the world”. That is, positive economics is about facts whereas normative



a mainstream perspective. They claim scientific status as they see their work as being value
neutral. Although Boulding (1969) — a seminal contribution on methodological aspects on
positive versus normative economics —is rather accepting at least in principle of such a view,
he points, however, also to the fact that severe limitations are imposed on this idealistic
strategy of gaining scientific success. As such, he stated: “... as science develops it no longer
merely investigates the world; it creates the world which it is investigating ... what it creates
becomes a problem of ethical choice, and will depend upon the common values of the
societies in which the scientific subculture is embedded ... [and when] ... knowledge changes
the world the question of the content of the common values, both of the subculture which is
producing knowledge and of the total society in which that subculture is embedded, becomes
of acute importance. Under these circumstances the concept of a value-free science is

absurd”, (ibid. pp.3-4).

Furthermore, however convincing the view of gaining scientific success doing only positive
economics might seem to many economists, scholars familiar with a thoroughly
understanding of philosophy of science and economic methodology have been rather
sceptical of such a strategy. Economics, as science in general, they argue, cannot escape all
elements of normativity as science cannot avoid some kind of value assessments as there
does not exist a sharp dividing line between positive and normative economics, see e.g., Davis
(1999). More so, philosophers of science have for years pointed to the fact that subjective
factors also have a role to play in science as such factors are “... inevitably involved in the
development of scientific ideas, and that facts are theory-laden because they are identified

from the perspective of paradigms”, (ibid. p. 805).6 So how we as scientists choose among

economics is about values. Furthermore, as clarified by Hill (1968, p. 259): “Positivism holds that sense
experiences and their logical and mathematical treatment are the exclusive source of all worthwhile information.
Positivism rejects introspection and intuition as sources of knowledge ... Positivism limits validity to positive facts,

which are facts of immediate perception, and to the relations and uniformities among them”.

8 Furthermore, as Wilber (1999, p. 1222) points out: "The paradigm or research program of any scientific
community is circumscribed by boundaries laid out in a world view which, while not perhaps individually

subjective, is nevertheless empirically untestable or meta physical”.



various theories is not solely determined objectively based on “... non-controversial criteria ...
[these choices are also value-laden as] ... each theory serves specific ends. The scientists'
search for "valuable truth" is directed by what they think society (and science) ought to do.
Since no amount of evidence ever completely confirms or rejects any empirical hypothesis, but
only renders it more or less probable, the scientist's values inevitably play a role in theory

construction”, Wilber (1999, p. 1220).

More so, we cannot do science without some kind of criteria that guide us to separate good
science from bad science. That is, when we for instance in economics address various
methodologically questions, we often look for some guidance relying on evidence from
philosophy of science. Often, we aim at evaluating scientific theories and/or statements by use
of specific theories on philosophy of science. Traditionally within economics, we have
historically drawn on the theories advocated by Karl Popper, Thomas Kuhn, and Imre Lakatos.
And how we choose between these theories or perhaps try to mix some of them in certain

studies is of course in itself based on some kind of value assessments.
As Boumans & Davis (2016, pp. 175 & 190) sums up the discussion:

“Scientists and economists live in a world of values. Though values and value judgments are
not the only determinants of how they understand and practice science ... they certainly exert
aconsiderable influence ... value judgments enterinto economics in a number of distinct ways:
in the way in which the economy is investigated, in the often value-laden character of the
concepts employed in economics, in the ethical views implied by the fundamental
propositions of standard economics, and in how explanations in economics incorporate

ethical values and moral norms”.

Therefore, as pointed out by Tarascio (1971, p. 98) it is impossible to escape value
assessments in economics as: “The problem of values and its implication for economic
science has been a source of methodological controversy ever since logical positivists

distinguished between positive and normative economics”.

Despite the arguments laid out in Milton Friedmans famous essay on the methodology of

positive economics from 1953, to put emphasis on positive economic aspects and neglect



normative statements does not fix all that is problematic in economics. There exists a kind of

fundamental inherent unsolvable methodological problem.

As methodological assessments are superior (should be ranged higher) to those of a normative
character’, Tarascio claims, even to a positivist as Friedman some value judgments might be
okay while others can and should be dispensed with: “Yet Friedman admits that value
judgments are involved in the choice of criteria for judging the validity of a theory, the selection
and interpretation of data, the adherence to the canons of formal logic, and so forth”, (ibid. p.

99).

In general, the methodology of positive economics narrows down the scope of doing economic
analysis as it does not allow some important aspects and problems to be analysed. Instead,
Tarascio goes on arguing, proper scientific progress should be gained by “... widening the
scope of economics to include other social phenomena”, (ibid. p. 100) acknowledging a need
of going back to a broad and more holistic perspective somewhat like the one that among

others Adam Smith was a proponent of.

In general economics must include the normative dimension simply because economics is all
about goal oriented human behavioural. And normative aspects colour human behaviour as
our decision-makingis “... well grounded in beneficial values and value systems ... values are
encoded in culture ... [and] ... habits influence actions that in turn reinforce habits”, Stevenson
(2002, pp. 263 & 265). That is, when we act, economically as well as in other respects of life,
we are to some extent motivated also by ethical and moral considerations. Often, it must be
remembered that we act as humans because we have an immanent desire“... to improve the

well being of others”, (ibid. p.268).

Furthermore, as stated by Rokeach (1960), as human beings we all have many kinds of belief
and disbelief systems: “The belief system is conceived to represent all beliefs, sets,

expectancies, or hypotheses, conscious and unconscious, that a person at a given time

7 As pointed out by Boumans & Davis (2016, pp. 190 & 191): "Methodological value judgments in economics are
valuative judgments which economists make with respect to the methods and approaches they choose to employ
in their investigation of the economy ... [they are] ... normative in that they involve prescriptions or

recommendations about how one ought to carry out economics”.



accepts as true of the world he lives in. The disbelief system is composed of a series of
subsystems rather than merely a single one, and contains all the disbeliefs, sets,
expectancies, conscious and unconscious, that, to one degree or another, a person at a given
time rejects as false ... We mean it to include each and every belief and disbelief of every sort
the person may have built up about the physical and social universe he lives in. We mean it to
represent each man’s total framework for understanding his universe as best he can”, (ibid. p.
33 & p. 35) — some of these systems are explicit (known/conscious) some are more implicit
(unknown/unconsciously) that to some degree is psychological dependent. Some individuals
adhere to a belief system that can be characterized as closed in nature, others to systems that
are much more open in nature — a choice that to some extent is determined by ideology. And of
course, individuals’ behaviour — economically as well as otherwise — is also dependent on the

nature of their belief system (content wise, psychologically as well as ideologically).

It might pose serious problems to economists acknowledging the fact that economics can
never be pure positive in the strict sense of the term. Away of trying to cope with this sometimes
perhaps troublesome terrain of normative morass is to be explicit and open concerning every
value judgment or statement you make when you do economics. This may give a most needed
room for conducting an open and critical academic discussion among colleges somewhat in
alignment with the guidelines given by Karl Popper and his views on how science best could
(and should) be practised within a scientific community of truly openness respectfully adhering

to the principles of critical rationalism.

Is economics a political science?

As stated in the above sections, economics can never free itself fully from value judgments. As
a social science, economics has to do with the goal-oriented behaviour of human beings when
acting economically. And when they act, they act within a given contextual setting.
Furthermore, the way the act undergo changes as society develops over time. That is evident
given historical facts. As such, economics is a dynamic game. And the rules of the game are
not changed stochastically norin a certain deterministic manner. Societies develop due to the

political will of the people (in a modern democratic political system) and/or due to the will of



those in power (autocracy): nobility and monarchy (as in the old days or ruled by dictators

(totalitarian regimes).

That is, in a modern context, societal changes are politically determined. And politics is

basically all about value judgments or normative statements.

Even within a methodological framework of positivism, economic theories are somehow
always of course based on given values (or ideologies). Suffice it to mention how economists
rely on the strength of the market mechanism to achieve first best solutions. Some, especially
mainstreamers, argue that more market is better than less market as is less regulation in
calling forward a macroeconomic output of optimality, others, often more heterodox minded
economists, question the powers of such a kind of market understanding.® So, seeing
economics essentially as a moral science with an omnipresent political anchoring should
hardly come as a surprise for anyone doing economics. You cannot escape this fact even if you
try to transform economics to become a formal science (natural science-like) where the only

acceptable language is that of mathematical statements.

In this sense, given the inherent ideological anchoring of economic theories, economics could

be characterized as a political science.

Finaly, even economists as citizens have of course political views on how they prefer society
to change and develop. As such, they are themselves not free of making value judgments of a
political ideological nature. And at least to some extent, this colour how economists favour
particular economic policy proposals as some of these seem more attractive than others. And
economists differ in how they prioritise given policy proposals. Often perhaps this is due to
their economic understanding — their theoretical worldview — but sometimes it is mostly

determined by the political ideology they advocate.®

8 Basically, seen from a mainstream perspective, the strength of the market mechanism works through relative
prince changes given perfect price flexibility. As Paul Davidson used to argue, mainstreamers in general view this
mechanism as “... the cure-all ’snake-oil’ medicine usually recommended by many neoclassical doctors for the

unfortunate economic maladies that are occurring in the real world”, Davidson (1984, pp. 568-69).

9 As a case study on the importance of this kind of political dimension with Keynes being the case, see Fitzgibbons

(1988, chapter 9) titled ‘The Political Ideals’.
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A sum up

Human activity is in general goal oriented. It is conducted within given institutional settings
given by for instance by the family, the place of work, the municipality, the cultural and the
religious sphere, the political and the economic system and so on. And these settings are in
many important aspects influenced by value judgments, that is, to some degree they are

normative determined as the settings are the result of human decisions/actions.

Sometimes this normativity has to do with ethics and moral reflections. As such, the
institutional settings that surround economic activity of individuals, organisations,
governments and others - the environment which govern how economic actions unfold
themselves - is also at least to some degree sometimes in important ways determined by
ethicaland moral considerations as pointed out by Wight (2015, pp. 8 & 7) as “.... Ethical beliefs
and practices make up the formal and informal rules that generate trust, promote

interdependencies, and spur work productivity in a myriad of ways".

This is so, as discussed by Rowthorn (1996), because moral behaviour has to do with humans’
concern for considering the interests of others when acting goal oriented. As such, moral
behaviour may be determined by many varying factors differing among groups of individuals,
but this kind of behaviour is somehow always coloured by elements of "... sympathy,
benevolence, fairness, duty and commitment ... [therefore] ... Morality can be seen as a form

of social capital", (ibid. pp. 16 & 22).

Often ethical and moral reflections, as in general might be the case for most normative
considerations, are grounded in some way or another on theologically contemplations and/or
commitments. As argued by the late Pope Benedict XVI this has consequences for how one
should understand and analyse economic behaviour. In the real world, human economic
activity is in general not governed by mechanical determinism —there are severe limitations on
what the textbook-like stipulated behaviour of homo economicus actually can graph of real-
life human conduct. As such, the late Pope advises us to accept that: "A morality that believes
itself able to dispense with the technical knowledge of economic laws is not morality but
moralism. As such it is the antithesis of morality. A scientific approach that believes itself

capable of managing without an ethos misunderstands the reality of man. Therefore it is not

11



scientific", Ratzinger (1986, p. 204). More so, it should be obvious for all, even economists,
that: “Today we need a maximum of specialized economic understanding, but also a maximum
of ethos so that specialized economic understanding may enter the service of the right goals.
Only in this way will its knowledge be both politically practicable and socially tolerable”, (ibid.
p. 204).

So, the old-timers got it right from the very beginning. Economics is not just about doing and
studying positive economics. There have always been important inherent normative aspects
present guiding economic reasoning. It must be acknowledged that in many respects such a
kind of normativity is at the very core of how individuals’ economic behaviour is formed and
unfolded. As for instance Davis (1999, p.807) points out: “... economics is highly value-laden
and, thus, understanding the role of values in economics is necessary to doing good

economics”.

Economics is a moral science as argued by Adam Smit and John Maynard Keynes, two of the
most prominent figures in the history of economics. So, modern economics must undergo
changes. If it aims at gaining more relevance in coping with facts of real life, it must once again
become a true social science.’® That is, we have to figure out how we as economists can reach
out to other disciplines to broaden up the scope of economics to include other relevant social
phenomena than pure economics ones. Likewise, we must try to be more explicit when we
concernourselves with value statements when working as economists. Then we might be more
able to discuss respectfully how and why we sometimes favour particular policy proposals
more than others. So there is still a lot of work to be done aiming at having economics to gain

more relevance concerning how to deal with phenomena of real life the right way.

1% As pointed out by Hiihn (2019, p. 13) for that to happen “... values, the ethical not the mathematical kind, must
be put at the start, middle, and end of all economic theorising. To Smith, there was no science without values,
there was no business theory without ethics, and there was no economic science without moral philosophy
providing the language”. As argued by Olesen (2025), such a view on economics would most certainly also be in

good accordance with how Keynes understood economics.
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