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In memoriam Joseph John Kruzel 
1945- 1 995 

Joseph Kruzel dedicated his professional life to the field of national security 
affairs, both as an academic and as a practitioner. Joe began working at the 
Pentagon immediately following his graduation from the Air Force Acad
emy in 1 967, and he earned his Master of Public Affairs degree from the 
Kennedy School of Government at Harvard in 1 969. 

While on active duty for five years, Kruzel served as an intell igence 
officer in Vietnam and as a briefing officer for the Joint Chiefs of Staff. He 
also served as a member of the U.S. delegation to the Strategic Arms Limi
tation Talks (SALT I ) ,  where he developed an international reputation as a 
skilled negotiator and earned the Distinguished Service Award in recogni
tion of his contribution. 

Joe earned his Ph.D. from Harvard in 1 975 and he taught at both Har
vard and Duke before becoming director of the Program on International 
Security and Military Affairs at the Ohio State University. Wherever he 
went, Joe inspired and encouraged students as they searched for their per
sonal and professional paths in life, and was selected by students at both 
Duke and Ohio State as an outstanding teacher. While at Ohio State, he re
mained a valuable contributor in Washington, serving as a consultant to the 
State Department, USAID, the Defense Department, and Congress, and as 
a member of Senator Edward Kennedy's staff. 

Joe returned to Washington in 1 993 as deputy assistant secretary of de
fense for European and NATO policy. One of his very first undertakings 
was to help create the Partnership for Peace, an initiative designed to bring 
former Warsaw Pact nations closer to NATO. His vision for lasting peace 
in Europe has been instrumental in bringing greater stability to the region. 

In the summer of 1995, reports of ethnic cleansing and mass killings in 
the former Yugoslavia shocked the world's conscience. Because of his ex
pertise and skillful diplomacy, Kruzel was appointed chief negotiator for 
the Department of Defense on the U.S. team working to end the conflict. 
While in Bosnia helping to broker peace, he was killed outside Sarajevo on 
August 19, 1 995. I will never forget receiving that awful news. Just days 
earlier I had spoken with him on the phone about his becoming my succes
sor as assistant secretary. 

Joe's friends and colleagues remember him for his humor, energy, and 
brilliance, and his dedication to the pursuit of peace. President Clinton said 
at his memoria l  service: "The world is a more secure place because of Joe's 
dedication. May God bless Joe Kruzel, for he was a peacemaker. " 

-Joseph S. Nye Jr., Harvard University 
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INTROD UCTION 

From George Kennan's admonition in 1946 that communism must be contained, 

until the fall of the Soviet empire in December 1991, the central organising prin

ciple for America and much of the west was the cold war effort to contain the 

spread of communism . . .. The United States [has been] triumphant in the ide

ological and quasi-military struggle with communism. 

Gary Hart 

The great struggles of the twentieth century between liberty and totalitarianism 

ended with a decisive victory for the forces of freedom-and a single sustain

able model for national success: freedom, democracy, and free enterprise . . .. 

These values of freedom are right and true for every person, in every society. 

George W. Bush 

DURING the decade since the sudden and dramatic collapse of com
munism in the Soviet Union and Eastern Europe, two aspects of the West's 
triumph have been predominant in our understanding. The first of these 
aspects is the military containment of the Soviet Union, a decades-long 
struggle of both cold and hot war, played out in many theaters, through 
proxy states, military aid, and open battle. The second is the economic tri
umph of the West; in the final analysis, the Soviet Union could no longer 
afford to both feed and house its people and pursue a global tit-for-tat 
struggle against the more productive, more efficient, more capable and 
advanced economies of the West. 

Overlooked in this two-part perception is the fundamental and foun
dational third aspect of victory: the ideological triumph of democratic 
politics and market economies over the alternative philosophical order 
proposed by Karl Marx and his adherents. While it is unquestionable that 
military and economic efforts were the means by which the Cold War vic
tory was delivered, it is less clearly understood that the ideological victory 
of the West was the motivation behind them. This book is the story of the 
ideological war against communist and totalitarian forms of economic 
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and political order. A gauntlet was thrown down by an earlier generation 
of scholars who sought to rescue capitalist democracy from the threat of 
authoritarian socialism. It was taken up after World War II by a new gen
eration, who fought with tenacity, and won in such absolute terms that it 
is difficult for a present-day observer to grasp the scope of the victory that 
was won. 

One aspect to our partial understanding of the Cold War struggle is the 
tendency, particularly in the United States, to think of that struggle as an 
external one, against a nation-state foe, the Soviet Union. With occasional 
dramatic exceptions such as the McCarthy hearings, our modern-day per
spective is that Marxism was never a serious internal threat to the politi
cal or economic order among the nations of the West, particularly the 
United States. Again, this viewpoint is partial and ahistorical. As I discuss 
in the prelude, during the 1 930s and 1 940s there was a pervasive sense of 
dismay and defeat among the intellectuals of the West over what they 
took to be the inevitability of the triumph, both internal and external, of 
fascist or communist alternatives to democratic capitalism. Marxism
forged during the early days of mass production, mass warfare, and mass 
democracy-appeared to be the inevitable, if not yet victorious, struc
tural principle that eventually would govern world affairs. 

Of course, j ust the opposite occurred. Marxism, communism, and the 
Soviet Union have all attenuated to nearly nothing, and any proposed al
ternative to democracy and capitalism in today's world is dismissed as 
quaint nostalgia, recidivist tribalism, or authoritarian dictatorship, soon 
to be swept away into the dustbin of history. This state of affairs recently 
led one observer to note that 

the truly profound consequence is ideological. Marxism is utterly van
quished, if  not yet entirely extinct, as an alternative economic system. Cap
italism is triumphant. The ideological conflict first joined in the mid-nine
teenth century in response to the rise of industrial capitalism, the deep 
argument that has preoccupied political imagination for 1 50 years, is 
ended. 1 

Despite the a lmost smug perceptions of today, capitalism's victory was 
not historically inevitable. It was deliberately fought, and actively won, in 
a story coterminous with the several-centuries-long modern experiment 
with economic and political liberalism. This philosophic victory over 
Marx's critique of bourgeoisie political economy is, indeed, a capital ac
complishment. 

This book recounts the defeat of Marxism by rational choice l iberal
ism: a philosophy of markets and democracy that was developed in part 

anchor the foundations of American society during the Cold War. ��om the closing days of World War II to the mid-198�s, rational choice 
theory rebuilt the conceptual cornerstones of Western 1deals. The effects 
f that reconstruction, however, transcended the end of the Cold War. �he philosophical offensive marshaled by rational choice theorists re

sponded to Marxism and had profound implications for democratic the
ory heretofore best characterize� a

.
s an expanding "pub

.
lic sp�ere" set 

into motion by Enlightenment pnntmg presses, bourgems1e soc1al strata, 
and a quest for individual l iberty, culminating in John Dewey's The Pub
lic and Its Problems.2 The increasing enfranchisement of the population 
and the movement toward mass democracy led to tensions within the 
demos that already had been catalogued by Alexis de Tocqueville and 
John Stuart Mill.3 

During the early decades of the twentieth century, American political 
theorists strove to uphold the republican ideals of the founders in the face 
of devastating critiques of the meaningfulness of rule " by, of, and for the 
people." Rousseau's "general will," it was thought, had potentially fascist 
implications of recognizing a collective entity above and beyond the indi
viduals comprising the state. Walter Lippmann questioned the legitimacy 
and relevance of public rule in The Phantom Public.4 Joseph Schumpeter 
and Friedrich Hayek expressed articulate pessimism that public welfare 
could be surmised from the disparate interests and voices of the people. 
Yet, despite the worries about the mechanism of creating a viable democ
racy, no midcentury Western theorist was prepared to give up the demo
cratic ideal for either fascist or totalitarian alternatives. Clearly, democ
racy needed a new theoretical basis to shore it up against the fearsome 
tides of organic or group theories that threatened to subsume individuals 
and their aspirations for freedom. 

Thus, a new approach to democracy emerged in Cold War America, 
one based on the notion of the "rational actor," which was quickly as
similated into the traditions of political and economic liberalism that un
derlie the modern experiment with democracy and capitalism. The self
interested, strategic rational actor became the central figure around which 
the reexamination of traditional Enlightenment themes and problems of 
government was based. The set-theoretic and axiomatic treatment of hu
man rationality came to serve as the new standard for describing the ze
nith of human consciousness, and could be used as a virtual litmus test to 
determine if one were a liberal individualist or an irrational collectivist: 
rational choice theory holds that rational individuals do not cooperate to 
achieve common goals unless coerced, in direct contradiction to the pre
cepts of Marxism and communism.5 The methodological assumptions of 



universal and objective scientific law, individualism, and rational self-in
terest structure the theory. 

Rational choice liberalism, the linchpin of the triumphant West's ideo
logical victory over Soviet communism, initially postulated an implicit and 
inevitable linkage between free-market economics and democratic poli
tics. However, one profound consequence of the scrupulous individualism 
of rational choice, echoing latent concerns over postulating a "general 
will," has been a growing skepticism over the inherent meaningfulness 
of " the public," "public interest," or "general welfare. " This skepticism 
grows out of the doubt that procedures of collective decisionmaking can 
achieve rational outcomes, even in the best of circumstances. It is not with
out historical irony that the ideological front of American society's hard
fought war against communism and the Soviet Union may, inadvertently, 
have eroded the meaningfulness of the term "American society. " 

The increasing disrepute of the concept of the public has been accom
panied by a significant change in language of sovereignty. It has become 
commonplace to discuss sovereignty in terms of consumers' choices 
rather than within the familiar language of citizenship. Recognizing this 
change of perspective, Eric Hobsbawm points to a recent turn "among 
politicians and ideologists to an ultra-radical, laissez-faire critique of the 
state . . . .  [T]he state tends to rely on private economic mechanisms to re
place the active and passive mobilisation of its citizens. "  Hobsbawm goes 
on to trace a key transition in the concept of sovereignty over the past 
quarter century that accompanies the noticeable shift in democratic the
ory to doubt the respublica: 

Market sovereignty is not a complement to liberal democracy: it is an al
ternative to it .  Indeed, it i s  an alternative to any kind of politics, as  it denies 
the need for political decisions, which are precisely decisions about com
mon or group interests as  distinct from the sum of choices, rational or oth
erwise, of individuals pursuing private preferences. Participating in the mar
ket replaces participation in politics. " 

To the point, Hobsbawm observes, "The consumer takes the place of the 
citizen." 7 

Kenneth Arrow's 1 95 1  Social Choice and Individual Values, one of the 
earliest texts in the post-World War II rational choice canon, mathemat
ically defines "citizens' sovereignty" in terms equivalent to the prevailing 
economic concept of "consumer sovereignty. " The text discusses political 
decisions specifically as Hobsbawm suggests, "as a sum of choices . . .  of 
individuals pursuing private preferences ." No concept of "common or 
group interests," or of the public, survives Arrow's analysis. 

Whereas the mathematics underlying rational choice theory is so rec
ondite as to require the likes of the recently popularized game theorist and 
Nobel laureate John Nash to fully understand its mathematical intrica
cies, the degree to which it has come to pervade the popular discourse by 
the early years of the twenty-first century cannot be overestimated. 8 This 
nearly universal presence is driven by the gradual spread, from the 1 970s 
onward, of the tenets of rational choice theory into b1ding financial, pol
icy, educational, and legal institutions, which have adopted its language 
and approaches to decisionmaking problems. Thus, for example, it has 
become a matter of routine economic understanding that all decisions, 
from the most banal to the most excruciating, can be made in terms of a 
measurable scale of trade-offs. A recent Economist article makes this 
point with respect to difficult environmental decisions: 

Almost all economists are intellectually committed to the idea that the 
things people want can be valued in dollars and cents. If this is true, and 
things such as clean air, stable sea levels, tropical forests and species diver
sity can be valued that way, then environmental issues submit-or so it 
is  argued-quite readily to the disciplines of economic analysis. Trade
offs can be struck between competing ends, in principle at least, and one 
can begin to think about how the world's consumption of environmental 
goods can be optimised, as economists say, subject to the constraint that 
people cannot have everything they want . . . .  [T]he fact remains that 
choices must be made. Even if environmentalists ruled the world, difficult 
choices would have to be confronted-and, working backwards from those 
choices, made according to whatever criteria, it will always be possible to 
calculate economic values that were implicitly attached to different envi
ronmental goods . . . .  [T]rade-offs, measurable in dollar terms, had in fact 
been struck." 

This idea that all decisions can be made as rational trade-offs on a com
mensurate scale of preferences is nonsensical without its basis in rational 
choice theory. 

Rational choice theory proposes that rational agents have a consistent 
set of preferences and act to obtain that which they most prefer. The the
ory pertains to both parametric environments and strategic environments 
�ith other self-interested rational actors, as well as to uncertain and risky 
Circumstances. The term "self-interest" encompasses both selfish and al
truistic preferences, although most often theorists accept that agents are 
self-interested in a narrowly construed, self-oriented manner. For ex
ample, Anthony Downs stipulates that "whenever we speak of rational 
behavior, we always mean rational behavior directed primarily to selfish 
ends ." 1 0 Rational choice is normative, prescriptive, and descriptive in 
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scope, and it is applied to individuals in varying decisionmaking contexts 
using highly abstract, mathematically expressed conditions. The theory 
both defines the conditions to which rational agency must conform, and 
can be used to explain and predict the actions of agents supposed to be 
rational. The project of fully exploring the nuances of rational decision
making deserves recognition as a remarkable expression of Western civi
lization's ongoing fascination with reason. 

That the West today is permeated with the precepts of rational choice 
is clear: the language of that theory is pervasive in articles such as the one 
quoted above from the Economist; rational choice is deployed as an ana
lytical tool by the World Bank and the j udicial bench; it tacitly under
pinned the emergence of the "Washington Consensus" in development 
economics in the 1 990s.11 Moreover, in moments of profound stress, 
when questions of self-identity and values come to the fore, once again 
rational choice is central. Writing for the New Yorker in its response to 
the September 1 1 , 2001 World Trade Center tragedy, Hendrik Hertzberg 
stated: 

The calamity, of course, goes well beyond the damage to our city and to its 
similarly bereaved rival brother Washington. It is national; it is interna
tional; it is civilizational. In the decade since the end of the Cold War, the 
human race has become, with increasing rapidity, a single organism. Every 
kind of barrier to the free and rapid movement of goods, information, and 
people has been lowered. The organism relies increasingly on a kind of 
trust-the unsentimental expectation that people, individually and collec
tively, will behave more or less in their rational self-interest. 1 2 

Hertzberg suggests that rational self-interest is the main driver of capital
ism, democracy, and civilization. He goes on to suggest that the terrorists 
involved in the attack on America were irrational. Whether or not the ter
rorists may be understood as rational within their own set of incentives 
and rewards is not the primary point of interest. What is key is the extent 
to which Western theories of economic and political liberalism have come 
to squarely rest on the concept of self-interested rational action. 

The success of rational choice theory in defeating ideological alterna
tives and in reconstituting Westerners' views of commerce, politics, and 
scientific inquiry is due to its extraordinary reach and impact within the 
academic arena. The catalyst for the novel axiomatic approach to human 
rationality was John von Neumann and Oskar Morgenstern's Theory of 
Games and Economic Behavior, published in 1 944. Von Neumann and 
Morgenstern, a Hungarian mathematical physicist and an Austrian econ
omist, introduced the study of i nteractions between strategic actors by 
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mathematically defining what it means to be "rational" in all conceivable 
decision contexts involving payoffs against the actions of other similar ac
tors. Written for economists, their 450-page tome, brimming with equa
tions, failed to stir much interest in the mainstream academic field. Von 
Neumann was not lacking in options, however. His wide range of sci
entific researches-including the axiomatic analysis of quantum physics, 
and his experience as a scientific advisor to the Manhattan Project and to 
submarine warfare during World War 11-led him to explore the possi
bilities for the strategic significance of the new game theory within the 
arena of nuclear warfare. There was as yet no standard operating proce
dure for atomic weapons strategy, and over the next several years the new 
science of decisionmaking provided by game theory proved to be well 
suited to the unprecedented bipolar nuclear standoff between the Unites 
States and the Soviet Union. Both von Neumann and the new theoretical 
approach soon found a home, the Santa Monica-based RAND Corpora
tion, where game theory was enthusiastically developed during the late 
1940s and 1 950s. 1 3 

Game theory developed as one branch of the Cold War rationality 
project that received its initial funding and prestige, and much of its in
spiration, from its promise to best the Soviets by providing a means to ar
rive at sound tactical and strategic decisions. Theory of Games and Eco
nomic Behavior contained an appendix on "expected utility theory" that 
set forth axioms for rational decisionmaking in risky and uncertain cir
cumstances. Within a few years, RAND theorists Duncan Luce and 
Howard Raiffa published their textbook on the innovative science of de
cisionmaking in which they discussed both strategic rational action in 
games and rationality in cases where outcomes were only known proba
bilistically. 1 4 Luce and Raiffa stressed how their approach differed from 
the earlier optimization techniques used by economists. In their view, the 
new science of rational decision was not limited to constrained optimiza
tion problems of scarce resource allocation, but instead addressed all con
ceivable situations of rational decisionmaking. 1 5  Their research was at the 
center of a vortex of activities from which the new axiomatic treatment of 
human action in strategic and uncertain scenarios would spread to other 
areas and disciplines. 

Over the following decades, many of the keenest minds in America and 
throughout the world were devoted to further delineating the science of 
rational choice. This effort was coincident with the forays into linear and 
dynamic programming, and with the artificial intelligence explorations of 
von Neumann and Herbert Simon. 16 At the core of these endeavors was 
the axiomatic treatment of "rationality," whether in the axioms of strate-
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gic interactions, of uncertainty, or of individual and collective choice. 17 In 
the context of this research, the rationality project is better thought of as 
a normative and prescriptive science of decisionmaking, because it is 
highly abstract and does not necessarily pertain to the average person's 
approach to making choices. 18 As the new corpus of ideas developed, es
pecially within the context of military strategy, it was thought of more as 
a guide to rational action than a matter of empirical description. 

The excitement surrounding game theory soon became a catalyst for 
change in a number of academic and managerial fields. Economics, oper
ations research, and public policy were readily transformed by the new 
decision techniques. Other American social sciences also responded to 
the opportunities made possible by this new science of choice: William 
Riker pioneered positive political theory in political science; James Cole
man developed the rational choice approach in sociology; and the psy
chologists Amos Tversky and Daniel Kahneman undertook experimental 
tests of the validity of the rational choice axioms in actual decision situa
tions. 19 Beginning in the late 1 960s and 1 970s, evolutionary biologists be
gan to incorporate the results of game theory in the concept of the "selfish 
gene" and in biological studies of altruism and cooperation.20 The ra
tionality project became central in much of American philosophy through 
the work of Patrick Suppes, Donald Davidson, and David Lewis. Today, 
its reach extends to the professional programs and daily practice of busi
ness, public policy and law, while game-theoretic simulations play a key 
role in Wall Street portfolio management; it is fair to conclude that by the 
close of the twentieth century, rational choice theory had become part of 
the mainstream intellectual endowment of the United States and contin
ues today to have increasing relevance worldwide. 

The various branches of the rationality project can be categorized as 
the study of either individual or collective decisionmaking; game theory 
is relevant to both branches, because it can be pursued either from the 
first-person viewpoint of one individual (or nation) seeking to "win" or 
from the systemic perspective of collective action problems resulting in ei
ther unstable social outcomes or in stable "equilibria ." Whereas decision 
theory focuses on individuals' rational attainment of "expected utility," 
the social sciences that employ rational choice theory concentrate on col
lective action problems that give rise to complex social phenomena. 

The term "rational choice theory" may be used to refer to either the in
dividual or collective branch of study within the encompassing rational
ity project. Most often, it refers in the social sciences specifically to the 
study of interactions between two or more individuals resulting in collec
tive outcomes that may be modeled, assuming that the individual agents 
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act in accordance with the rationality axioms. The rational actor formal
ism offers a precise mathematical means to make predictions about how 
strategically self-interested agents will interact to produce collective out
comes. Rational choice theorists seek to explain and predict agents' indi
vidual and collective actions in political environments such as elections, 
legislative committees, political party platform formation, constitutional 
design, as well as individuals' religious affiliations. They have also devel
oped specific tools and concepts for studying collective action problems, 
thereby bringing such phrases and terms as "tragedy of the commons," 
"free rider," and "Prisoner's dilemma" into common parlance. 

Rational choice theory has provided an innovative means to study the 
process and efficacy of collective decisionmaking, and has been used to 
analyze the normative foundations of democratic institutions and public 
policy. It has offered a fresh approach to what is considered to be a long
standing problem of political action: how individuals' actions can be co
ordinated to achieve effective and legitimate government. Rational choice 
approaches to politics represent a focused attempt to solve a set of puz
zles about upholding individual freedom and achieving a j ust government 
reflecting citizens' interests, puzzles that have characterized the discourse 
of liberal democracy for the past two centuries. 

T H I S  book provides a narrative account of the ascendancy of rational 
choice theory in the fields of public policy, social choice theory, public 
choice theory, and positive political theory, and it seeks to understand 
how and why rational choice has become preeminent. Understanding 
both the significance of the ideas constituting rational choice and the the
ory1's multiple, interrelated roles is key to this effort: the theory serves as 
a public policy tool, as a highly abstract approach to social science, and 
as a philosophic underpinning for American economic and political lib
eralism. Achieving an adequate sense of the scope and reach of the theory 
can seem to be an overwhelming project if not approached methodically. 
This is because the full extent of the rationality project, combined with 
the tremendous ferment it has generated in social science in addition to 
its significant impact on democratic theory, could easily fill the pages of 
multiple volumes. 2 1 This book focuses exclusively on rational choice the
ory as it pertains to collective decision problems characteristic of demo
cratic government. 

In part 1 ,  my account of the meteoric rise of rational choice theory be
gins at the RAND Corporation. RAND was not only the nation's first 
think tank but also was at the center of American Cold War efforts to gen
erate a science of military strategy to aid leaders in making superior deci-
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sions. This science, drafted on RAND's drawing boards, was to be rele
vant to all levels of decisionmaking, from strategy and defense budgets to 
weapons design. Confidence that policymakers could use decision tools to 
make rational choices in warfare was soon transferred to the domestic 
front. 

The history of the development and establishment of policy science as 
an institutionalized and disciplinary norm has all the drama of a Holly
wood screenplay involving the missile gap, the Sputniks, John F. 
Kennedy's presidential election, the overhaul of decisionmaking proce
dures throughout Robert S. McNamara's Department of Defense, and the 
introduction of these same policy tools into domestic politics in Lyndon 
B. Johnson's Great Society program. This set of events gathered a mo
mentum of its own but had crucial intersections with rational choice the
ory's development in the academy. Two vignettes illustrate the extent of 
these interconnections. Thomas Schelling, one of the key figures in estab
lishing rational choice theory as mainstay approach to international rela
tions, was one of RAND's alumni who formed McNamara's team of de
fense analysts in the Pentagon.22 In a pivotal series of U.S. Senate hearings, 
Schelling testified on the behalf of the administration about the develop
ment and use of rational policy tools throughout the U.S. Department of 
Defense in 1 968 . Subsequently he and other RAND alumni, including 
Howard Raiffa, helped to establish rational choice theory as part of the 
mainstream American intellectual endowment by virtue of their promi
nent academic posts at Harvard University's professional school of busi
ness. The rational policy analysis approach initiated at RAND would be
come central to the shift during the 1 970s away from the outmoded 
"public administration" paradigm to one of "public policy," a shift that 
was evident in the restructuring and renaming of Harvard University's 
John F. Kennedy School of Government. 

Daniel Ellsberg, etched into the nation's memory in 1971 for his con
troversial and unauthorized release of the so-called Pentagon Papers, was, 
like Schelling, a RAND alumni ushered into the halls of the defense es
tablishment as part of the McNamara teamY Ellsberg, a mathematical 
prodigy, completed his Harvard undergraduate degree at record speed. At 
RAND, he contributed to the foundations of decision theory, raising such 
a significant challenge to one of the fundamental axioms of expected util
ity theory, referred to as the "sure thing principle," that it has yet to be 
resolved.24 Ellsberg proved to be not j ust a maverick within the rational
ity project, but also a rebel within McNamara's Department of Defense, 
similarly posing it with a challenge from which it never recovered. Ells
berg's parallel roles, as a key contributor to the science of rational choice 
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and as a bureaucrat working to reinstitutionalize military decisionmak
ing, demonstrate the profound overlap between the two worlds of aca
demic rational choice theory and public policy.25 The rising tide of aca
demic rational choice theory is confluent with the institutional prestige 
and weight of established practice achieved by practitioners of the new 
decision sciences. The routinization of social practices around abstract 
decision tools gave these tools a de facto legitimacy: as Schelling testified, 
no one knew if the decision tools actually achieved better decisions, but 
the tools had theoretic legitimacy insofar as they claimed to be based on 
scientific analysis, and had practical legitimacy sheerly as a consequence 
of their use. This tendency of the new rational policy tools to attain stat
ure through their widespread use can also be seen in McNamara's even
tual departure from the Pentagon and rapid installation as the president 
of the World Bank, pioneering yet another venue, this time international, 
for rational policy tools.26 

It is no exaggeration to say that virtually all the roads to rational choice 
theory lead from RAND. This observation draws attention to its role as 
a quintessential American Cold War institution, and in turn to the Cold 
War motives that underlay much of the impetus propagating rational 
choice theory. While RAND was one of several foci for the development 
of decision theory-along with the Chicago-based Cowles Commission, 
the Public Choice Society, and the University of Rochester's political sci
ence department-its members and alumni played an especially pivotal 
role in making rational choice part of the established American institu
tional endowment. In the late 1 940s and 1950s, there was active sharing 
of resources and ideas between RAND and the Cowles Commission; in 
the 1960s many rational choice pioneers from all walks of the academy 
participated in Public Choice Society meetings; also in the 1 960s, Uni
versity of Rochester political science students benefited from summer 
workshops on game theory held at RAND. 

In the book's second part I demonstrate how, within the university, ra
tional choice theory developed as a series of overlapping, multidiscipli
nary revolutions. This account replaces two commonly accepted but sim
plistic views of its generation. Most often, practicing researchers find it 
helpful to think of the roots of the rational choice tradition as comprising 
the seven canonical works that by consensus continue to anchor the field: 
von Neumann and Morgenstern's Theory of Games and Economic Be
havior ( 1 944); Duncan Black's "On the Rationale of Group Decision 
Making" ( 1 948) ;  Kenneth J. Arrow's Social Choice and Individual Values 
( 195 1 ); Anthony Downs's An Economic Theory of Democracy ( 1 957); 
James M. Buchanan and Gordon Tullock's The Calculus of Consent 



1 2  Introductio n 

( 1 962) ; William H. Riker's The Theory of Political Coalitions ( 1965) ; and 
Mancur Olson Jr.'s The Logic of Collective Action ( 1 965 ) .  However, un
derstanding this rational choice canon as the exclusive and exhaustive foun
dation of the movement obscures the fact that in actuality the key texts of the 
canon in themselves represent the three distinct disciplinary transformations 
that structure part 2 of this book: social choice, public choice, and positive 
political theory. Furthermore, representing the rational choice canon as a 
single, unified trajectory obscures our understanding of how the rational 
choice canon developed as a "complex of knowledge," characterized by dis
tinct hubs of activity with shared researchers, institutions, ideas, and funding 
patterns. Concentrating on a canon distracts our attention away from its em
bodiment in concrete institutions and tangible networks of people. The path
breaking rational choice scholars all shared two institutional foci crucial to 
the institutional and professional success of rational choice. Von Neumann, 
Arrow, Downs, Buchanan, and Olson were affiliated with RAND; and Black, 
Downs, Riker, Tullock, Buchanan, and Olson were members of the Public 
Choice Society. 

A second frequently held idea about the development of rational choice 
theory is that it is sufficient to focus on rational choice as a disciplinary 
revolution in political science or in other social sciences-including eco
nomics, sociology, and psychology-to comprehend the essence of the 
movement. Thus, for example, Gabriel Almond discusses how rational 
choice theory represents a Kuhnian-style disciplinary revolution in polit
ical scienceY This focus on individual social sciences, or on social science 
in general, fails to adequately grasp the historical development of rational 
choice theory, although it is useful to have a sense of disciplinary trans
formation within disciplinary boundaries. Thus, while articles like the 
one by Almond are helpful, they are incomplete in not appreciating the 
manner in which the impetus behind the successful promulgation of ra
tional choice theory had a much broader point of reference than any par
ticular social science or the social sciences as a whole. 

The three chapters that address Arrow's social choice theory, Bu
chanan and Tullock's public choice theory, and Riker's positive political 
theory explore the significance of the rational choice approach to politics 
for grounding American capitalist democracy. In its guise as "objective" 
or "value free" social science, it is difficult to appreciate the full import of 
social choice, public choice, and positive political theory for reconceptu
alizing the basic building blocks of political liberalism. In light of the Cold 
War ideological struggle against the Soviets, this enterprise of securing the 
philosophical basis of free world institutions was critical. Not surpris
ingly, Arrow, Buchanan, Tullock, and Riker pitched their newly forged 
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social scientific method a s  part of the campaign to reassert the tenets of 
governmental rule legitimized by popular consent, but not susceptible to 
fascist or authoritarian perversions. The preeminent status attained by ra
tional choice theory throughout American academia is indistinguishable 
from the vital Cold War activity of reconstituting democratic theory in 
the wake of Hitler's and Stalin's transgressions against humanity. Ap
praising the significance of social science methodology for American lib
eralism requires understanding the nuanced manner in which it refash
ioned the theoretical cogency and institutional integrity of democracy. 
Democratic theory itself required revision because its prior reliance on 
"public opinion," "popular sovereignty," or a "general wil l" had been 
severely challenged. Rational choice scholars simultaneously rebuilt the 
theoretical foundations of American capitalist democracy and defeated 
idealist, collectivist, and authoritarian social theories. Now that it is ap
parent that capitalism and democracy have prevailed over Soviet commu
nism and Marxism, it is worth knowing the precise series of arguments 
through which such a philosophical victory, as important as a military 
victory, was won. Part 2 tells this story. 

Part 3 of the book enlarges the context for assessing the significance of 
rational choice theory by viewing it against the backdrop of the prior two 
centuries. This task has been divided into two halves. Granted that ra
tional choice theory is a major contribution to the liberal project of ad
vancing individualism, reason, liberty, and univeralism, it is important to 
ask precisely how this late-twentieth-century project fits in with the long
abiding tradition of liberalism extending back at least into the Enlighten
ment. To whittle this question down to manageable proportions, chapter 
6 is cast as a comparison of James Buchanan's public choice theory with 
Adam Smith's system of natural liberty. My goal is to achieve a clear sense 
of the manner in which rational choice theory stands as a major contri
bution to Western liberal theory. I find that whereas rational choice the
ory upholds Smith's project of looking for a j ust legal framework in which 
individuals' ends are mutually coordinated, it departs from Smith's ap
proach in resting entirely on the principle of self-interest, as opposed to 
other human sentiments such as sympathy. 

Chapter 7 addresses the relationship between rational choice theory 
and nineteenth-century marginalist economics, often thought to be its 
theoretical precursor. This investigation is crucial for determining that ra
tional choice theory and the rationality project are wholly novel theoret
ical contributions that cannot be understood in terms of marginalist econ
omists' language of "constrained maximization." Whereas the language 
of "maximizing utility" appears to be coextensive with both marginalism 
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and rational decision theory, in fact the mathematical formalisms under
lying the two theories are wholly distinct. In this chapter I further con
trast marginalist economics and rational choice theory with instrumental 
reason, and find greater dissonance than similarity. Finally, marginalist 
versus rational choice approaches to cost-benefit analysis are discussed to 
highlight their readily apparent differences. The point of this chapter is to 
show that rational choice theory is neither a progressive refinement of 
marginalist economics nor instrumental reason, but instead represents an 
innovative approach to the study of decisionmaking. 

Part 4 p laces the discussion of rational choice theory in the present 
context by considering the traditional relationship between American po
litical science and American democracy. Throughout American h istory 
the two have been intertwined, and rational choice theory now takes it 
rightful place within that tradition. Using John Rawls's 1 971 Theory of 
Justice as a watershed contribution to American political theory, this 
chapter articulates the relationship of Rawls's project to that of rational 
choice theorists. Chapter 8 elaborates the full development of a coherent 
position of rational choice liberalism in dialogue with Rawls over utili
tarianism, social welfare, and liberty as found in the writings of Kenneth 
Arrow, John Harsanyi, Amartya Sen, and Robert Sugden. Each theorist 
endorses the characteristic premises grounding rational choice: individu
alism, universalism, objectivity, and rationality. A second, similarly com
mitted, generation of theorists-Russell Hardin, David Gauthier, Ken 
Binmore, and Edward McClennen-present their own visions for achiev
ing stable social order. Rational choice l iberalism, as the nonnormative, 
nonideological search for an institutional framework that respects indi
vidual liberty and coordinates individuals' self-interested ends, is a vi
brant contribution to the two-centuries-long experiment with democracy 
and capitalism; though not without staunch critics, it has attracted ad
herents worldwide. 

pROLOGUE 

Schumpeter, Hayek, and Popper 

If we are to succeed in the war of ideologies and to win over the decent ele

ments in the enemy countries, we must first of all regain the belief in the tradi

tional values [of individual freedom, truth, and democracy]. 

Friedrich Hayek 

Can capital ism survive? No. I do not think it can. 

Joseph Schumpeter 

THE Cold War has a wholly different appearance when considered from 
the perspective of 1 94 5 rather than 1 99 1 .  The victory of the Allies over 
the Axis powers, culminating in the use of the atomic bomb and erection 
of the Iron Curtain, brought at least as many uncertainties as it brought 
triumphs. Sober intellectuals doubted the future of capitalist democracy 
on a world stage playing host to fascist and totalitarian rivals. Despite the 
exact correspondence of the phenomenal rise of rational choice theory 
with the Cold War period, few theorists now appreciate the profound in
terconnections between the development of that apparently objective so
cial science methodology and the ideological clash between the two su
perpowers. In order to understand the scope of vision and magnitude of 
accomplishment that characterize this Cold War rational choice project, 
we must come to terms with the widely perceived doubts concerning the 
integrity of Western institutions at the close of World War II. It was this 
radical guestoning, whether prompted by heartfelt concern or oppor
tunism, that generated the movement that would transform American so
cial science and political theory, as it simultaneously impacted public pol
icy and jurisprudence. 

The chapters that follow make evident how rational choice theory was 
structured to sustain a philosophical foundation for American capitalist 
democracy. The synthesis of rational choice theory, and the closely related 
"rationality project," had its impetus in the Cold War social drama, and 
it met America's acute societal challenge of providing social science with 

15 
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a methodological basis negating the organicist or idealist social thought 
that was feared to support communism. Joseph Schumpeter, Friedrich 
Hayek, and Karl Popper starkly delineated this palpable threat in their 
urgent pleas during World War II, pleas that would be heard by the next 
generation of social scientists. Kenneth Arrow, James Buchanan, and 
William Riker took up the gauntlet; they developed a theoretical vessel 
that could navigate the impending perils of organic constructions of state
hood, idealist and potentially coercive political philosophy, and concep
tions of science vulnerable to relativism. The Austrian trio bemoaned the 
totalitarian menace threatening "the essential tenets of the liberal faith
individualism, rationalism, political and economic freedom." 1 The emer
gence during the Cold War generation of rational choice theorists not 
only rescued these tenets, but used them as a foundation to built a robust 
and renewed social science capable of sustaining American capitalism and 
democracy. 

Schum peter's Capitalism, Socialism, and Democracy ( 1943 ) , Hayek's 
The Road to Serfdom (1944), and Popper's The Open Society and Its 
Enemies (1945) convey the tenuous foothold of Western institutions of 
democracy, capitalism, and science before the rational choice revolution. 
These three widely read books, each expressing grave apprehension over 
the future viability of these sacred institutions, outlined the philosophical 
crises at the heart of Western civilization. Schumpeter and Popper devoted 
much of their works to analyzing Marx's critique of capitalism; Hayek 
turned his attention to the ills of socialism and collectivism more gener
ally. Each liberal theorist, to an extent unimaginable from our perspective 
following the collapse of Soviet communism, readily admitted that capi
talism run wholly according to the laissez faire ideal did not strike the ap
propriate balance between social j ustice and economic freedom and was 
therefore untenable.2 

Schum peter believed that the demise of capitalism was inescapable and 
that socialism would triumph. Far from presenting the sort of defense of 
free-market capitalism and democracy confidently assumed today by 
Forbes magazine, his fundamental conviction in Capitalism, Socialism, 
and Democracy is that "a socialist form of society will inevitably emerge 
from an equally inevitable decomposition of capitalist society. " 3 Why 
would Schumpeter write "so laborious and complex an analysis . . .  to es
tablish what is rapidly becoming the general opinion, even among con
servatives?" 4 Because he wishes to conclude, contrary to Marx, that 
"capitalism is being killed by its achievements," not by its failures. 
Schumpeter finds, as a result of the socialist calculation debate, that so
cialism presents a viable system. In the final pages of his work, however, 
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he argues that " [a]s a matter of practical necessity, socialist democracy 
may eventually turn out to be more of a sham than capitalist democracy 
ever was," and that socialist democracy "will not mean increased per
sonal freedom." 5 Schumpeter's last-ditch argument against socialism 
rests on his conclusion that ultimately, socialist society cannot support 
democracy because it does not sustain pluralism.6 He argues that a capi
talist clash of economic interests is necessary for maintaining economic 
and intellectual pluralism underlying the competition of interests on 
which democratic society rests. 7 

Schumpeter's defense of capitalism for protecting political freedom 
may be considered a prelude to Anthony Downs's rational choice classic 
An Economic Theory of Democracy. 8 Certainly, the Cold 'War j uxtaposi
tion of democracy versus communism as alternative political forms or
ganized according to unique principles was evident to Stanley Kelly Jr., 
who wrote the foreword to Downs's path-breaking text. Kelly observes: 

It is a fact that competitive party systems are a conspicuous feature of vir
tually all those nations the non-Communist world thinks of as demo
cratic . . . .  A theory of democracy that fails to take account of this fact is of 
little help in giving us an appreciation of the kinds of actions we may ex
pect of democratic government.9 

In acknowledging the theoretical confluence of Schumpeter's and 
Downs's approaches, present-day scholars note that both focus on de
mocracy as a "competition in the economic sphere," and both understand 
that "the democratic method is that institutional arrangement for arriv
ing at political decisions in which individuals acquire the power to decide 
by means of a competitive struggle for people's vote." 1° For Schumpeter, 
democracy is sustained by competing economic interests that no longer 
exist in a monolithic socialist state. Downs, in analyzing democratic pol
itics as a competitive system akin to the marketplace, suggests that de
mocracy draws its vitality and its legitimacy from economic-style compe
tition not possible under communism. Both Schumpeter and Downs, in 
proposing economic analyses of democracy, place democratic politics and 
free markets on the same institutional footing governed by competition 
among diverse interests. 

Schumpeter's contemporary, Friedrich Hayek, believed that socialism 
and democracy are incompatible. Democracy and laissez faire capitalism 
are united in their dependence on individual freedom, all three of which 
Were historically interdependent. For Hayek, individual freedom, uphold
ing "the individual as the ultimate judge of his ends," has been the hall
mark of Western and Enlightenment civilization, and provides the motive 
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force of economic, political, and scientific achievement. 1 1  Hayek counters 
Marxist historical determinism by stressing that individuals choose their 
ideas, and that ideas are the determining factor in human civilization. For 
Hayek, the defense of Western civilization distills to the opposition of two 
principles: individualism versus collectivism. He argues that it is key to 
grasp "the full width of the gulf which separates totalitarianism from a 
liberal regime, the utter difference between the whole moral atmosphere 
under collectivism and the essentially individualist Western civilisa
tion." 12 In Hayek's analysis, the road to serfdom, socialism, and fascism 
is joined as soon as any compromise of individual freedom is made. As 
though infused by the same breath of inspiration, rational choice schol
ars, too, place a premium on the individual as the ultimate judge of his or 
her subjectively chosen ends; any compromise of this individualist feature 
of rational choice theory is regarded as a potential step toward authori
tarianism and communism. 

Hayek's Road to Serfdom sets forth the conundrum at the heart of 
Kenneth Arrow's Nobel-prize-winning work Social Choice and Individ
ual Values. 1 3  For Hayek, j ust as it is evident that "individualistic social
ism" is an oxymoron, so it is axiomatic that any form of social planning 
will necessarily be coercive. This is because, in Hayek's view, a society of 
individuals could never reach an agreement as to ends: 

The "social goal," or "common purpose," for which society is to be or
ganised, is usually vaguely described as the "common good," or the "gen
eral welfare," or the "general interest." It does not need much reflection to 
see that these terms have no sufficiently definite meaning to determine a par
ticular course of action. The welfare and the happiness of millions cannot 
be measured on a single scale of less and more. The welfare of a people, like 
the happiness of a man, depends on a great many things that can be pro
vided in an infinite variety of combinations. It cannot be adequately ex
pressed as a single end, but only as a hierarchy of ends, a comprehensive 
scale of values in which every need of every person is given its place. To di
rect all our activities according to a single plan presupposes that every one 
of our needs is given its rank in order of values which must be complete 
enough to make it possible to decide between all the different courses be
tween which the planner has to choose. It presupposes, in short, the exis
tence of a complete ethical code in which all the different human values are 
allotted their due place . . . .  The essential point for us is that no such com
plete ethical code exists . 14 

In this discursively argued paragraph, Hayek articulates the social choice 
problem that Arrow analyzes using set theory in Social Choice and In(ii
vidual Values: how is it possible to determine legitimate social direction 
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from individuals' disparate opinions and concerns? Sharing Hayek's scep
ticism of a coherent public will formation, Arrow mathematically dem
onstrates that it is impossible to achieve a comprehensive social goal us
ing individual values and ends as a starting place. Arrow concludes that 
a consensus on social ends would have to take the form of a Rousseauean 
"general will," a Kantian "categorical imperative," or Marx's moral pre
cept "from each according to his ability, to each according to his needs." 
In Hayek's and Arrow's analysis, the difficulty with these political ideals 
is that they must be imposed on each member of the population, essen
tially embodying an elitist or coercive corruption of individual freedom. 1 5  

I n  rejecting any form o f  social planning or collectivism a s  the antithe
sis of individual freedom and the ideals on which Western civilization 
rests, Hayek looks hopefully to Adam Smith's political economy as an ex
ample of the "unplanned social order" he seeks to establish. This type of 
social system requires a specific institutional structure that provides a le
gal framework for commerce without restricting individual freedom to 
choose ends: 

To create conditions in which competition will be as effective as possible, to 
supplement it where it cannot be made effective, to provide the services 
which, in the words of Adam Smith, "though they may be in the highest de
gree advantageous to a great society, are, however, of such a nature, that the 
profit could never repay the expense of any individual or small number of 
individuals," these tasks provide indeed the wide and unquestioned field for 
state activity. 1 6  

This remark, though lauding the wisdom of Adam Smith, also betrays j ust 
how far the solution to failed markets in the form of economic planning 
had become accepted in the 1 940s. In drawing attention to " [t]he task of 
creating a suitable framework for the beneficial working of competition," 
Hayek poses a problem that would become a central concern of rational 
choice theorists. No one has spent more effort exploring this problem 
than James Buchanan, who played a key role in articulating public choice 
theory two decades later. Buchanan belongs to the same canonical tradi
tion as Hayek, drawing insight from Adam Smith as the brilliant inventor 
of a "system of natural liberty" in which individuals' self-determined ef
forts are coordinated by a legal framework that respects individual free
dom. Also like Hayek, Buchanan is wholly opposed to any social theory 
that gives priority to the group or collective over the individual; for 
Buchanan methodological individualism is the founding premise of all le
gitimate social theory and for any legitimate social institution. 

Karl Popper's World War II coda, The Open Society and Its Enemies, 
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opens with the brazen charge that Plato was essentially a totalitarian po
litical theorist who was second only to Karl Marx in locking humans into 
the paralyzing script of historical determinismY Popper observes: 

According to Plato, internal strife, class war, fomented by self-interest and 
especially material or economic self-interest, is the main force of " social dy
namics. "  The Marxian formula "The history of all hitherto existing socie
ties is a history of class struggle,"' fits Plato's historicism nearly as well as 
that of Marx . 1 8  

There is much that can be learned from Marx, according to Popper. Marx 
was essentially correct in identifying the problems of social inj ustice that 
resulted from unbridled capitalism; he was also on the right path in adopt
ing methodological individualism. 1 9  However, Popper assertively parts 
company with Marx over what he regards as Marx's unrelenting histori
cal determinism. According to Popper, Marx ultimately reduced all ideas, 
whether political or scientific, to material economic relationships govern
ing individuals and interactions among individuals. Therefore, Marx 
looked to revolution to undo the current status of economic relationships, 
and saw no hope in the gradual achievement of social j ustice through the 
political process. More dangerously, Marx's idea of the material basis of 
intellectual pursuits results in a precarious irrationalism, and according to 
Popper, the "conflict between rationalism and irrationalism has become 
the most important intellectual, and perhaps moral, issue of our time." 20 

In Popper's analysis, the democratic political process has alleviated the 
need for social revolution and has achieved the greater part of Marx's 
goals. In opposition to economic planning, he advocated a "social tech
nology . . .  whose results can be tested by piecemeal social engineering" 
(2 : 222) .  Popper's dual diagnosis and prescription for the ills of mid-twen
tieth-century society is summarized as follows: 

Ultimately . . .  rationalism is linked up with the recognition of the necessity 
of social institutions to protect freedom of criticism, freedom of thought, 
and thus the freedom of men. And it establishes something like a moral ob
ligation towards the support of these institutions. This is why rationalism is 
closely linked up with the political demand for practical soc ial engineer
ing-piecemeal engineering, of course-in the humanitarian sense, with 
the demand for the rationalization of society, for planning for freedom, and 
for its control by reason . . .  by that Socratic reason which is aware of its 
limitations, and which therefore respects the other man and does not aspire 
to coerce him-not even into happiness. (2 : 239)  

For Popper, rational planning can be resolved with rational individualism 
as long as individuals and society do not take the path of social revolu-
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tion but instead work within the confines o f  democratic political institu
tions. Renouncing the historical determinism used by Marx to study the 
social relationships among men, Popper states, " 'Scientific' Marxism is 
dead. Its feeling of social responsibility and its love for freedom must sur
vive" (2 : 2 16 ) .  

I n  compartmentalizing Marx's ideas neatly into two boxes- one la
beled detestable and dangerous, the other humanitarian and worthy
Popper's Open Society and Its Enemies brought to the fore those issues 
that needed to be addressed in order to place civilization on the path to 
emancipatory and rational individualism, rather than the path to irra
tional collectivism. This task fell squarely on the shoulders of a new breed 
of social scientists. The rational choice generation assumed the responsi
bility for designing a science of social interactions by adopting method
ological individualism, and avoiding the pitfalls of historical determinism 
or of "sociologism," namely, that "doctrine . . .  developed recently . . .  as a 
theory of the social determination of scientific knowledge" (2:21 3  ) .  Most 
important was the need to place social science on a sound epistemolog

_
i

cal footing that gave it objective purchase through free and open pubhc 
discussion, as in the case of the natural sciences. 

Thus, Popper's petition for a rational and individualist social science 
was discharged by rational choice theorists. Popper believed that social 
science should analyze the unintended collective outcomes of individual 
actions, because to believe that much of what happens in society is in
tended is to engage in conspiracy theory (2 : 95 ) .  He thought that the key 
to understanding individuals' rational behavior was to assess it within the 
context of individual action; "when we speak of 'rational behaviour' 
or of 'irrational behaviour' then we mean behaviour which is, or which 
is not, in accordance with the logic of that situation" (2 : 97) . Popper 
sketched out a view of rational behavior in accordance with methodolog
ical individualism (2 : 98 ) .  Like Popper, neither Arrow, Buchanan, nor 
Riker ever questioned the objectivity of the scientific method relying on 
deductive logic and empirical facts, and they placed rational choice the
ory firmly on the path of rationalism, individualism, and piecemeal social 
engineering envisioned by Popper. 

Schumpeter, Hayek, and Popper each sought a new champion to res
cue "the basic ideas on which European civilisation has been built," 
which are best thought of as the liberal creed based on reason, individu
alism, economic freedom, and secularized sovereignty in accordance with 
democratic rule.21 In their view, together and independently these ideas 
were threatened by state organized planning, organic or ideal social phi
losophy, and the sociology of knowledge. Capitalism, democracy, and sci-
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ence share the same core commitment to individual freedom and in this 
respect are a particular product of Western history; socialism, fascism, 
and totalitarianism, on the other hand, are all perversions of classic West
ern civilization that arrest personal liberty and crush the open society's 
access to truth. 

Schumpeter, Hayek, and Popper articulated a theoretical puzzle that 
had to be solved in order to maintain the integrity of the philosophical 
structure giving shape to democracy, capitalism, and science. The future 
of these institutions required reasserting the commitment to individual
ism, to freedom, and to scientific truth in conscious opposition to organic 
social theory and Marx's critique of knowledge. At the heart of this effort 
to rescue the foundations of capitalist democracy lay the remnants of 
democratic theory that, as Schumpeter explains, rested in practical ruin. 
Classic eighteenth-century democratic theory depended on the ideal ex
pression of "the will of the people," which can never be more than 
whimsy. Assessing people's will, either as a technical exercise in aggre
gating individuals' preferences or as an exercise in understanding "public 
opinion" is doomed to fail as either a constructive or legitimate means to 
achieve political direction: 

[E]ven if the opinions and desires of individual citizens were perfectly 
definite and independent data for the democratic process to work with, and 
if everyone acted on them with ideal rationality and promptitude, it would 
not necessarily follow that the political decisions produced by that process 
from the raw material of those individual volition would represent anything 
that could in any convincing sense be called the will of the people.22 

Thus, for Schumpeter, as for Hayek, belief in Enlightenment democracy 
has little more to recommend it than religious faith. 

To face this theoretical shortfall, Schumpeter proposed an alternative 
form of democracy that points in the direction taken by rational choice 
theorists: that of politics as a competition of interests recognizing a sphere 
for personal freedom. Rational choice theory is part and parcel of the 
Western project of modernity that celebrates individual liberty in the pur
suits of science, politics, and economics. Understanding rational choice 
theory as a major contribution to liberalism sets out the significance of its 
ideas against the backdrop of the prior two centuries, and draws atten
tion to the novelty of its approach. While reasserting the principles of uni
versalism, reason, and individualism, rational choice theorists refashion 
democratic theory into an individualistic competition that resembles mar
ket interactions predicated on self-interest. The early Cold War rational 
choice protagonists studied the microfoundations of democratic institu-
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tions, seeking to offer a palliative for distress in the form of reconstituted 
knowledge. With their theoretical forays, capitalist democracy rose 
phoenix-like from the ashes of two decades of destitution and blood-let
ting. By the end of the twentieth century, Western economic and political 
liberalism stand victorious on the world stage, resting on a new base 
fortified by rational choice theory. 
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Managing the National Security State: 

Decision Technologies and Policy Science 

About six or seven years ago there was a "technological breakthrough" at The 

RAND Corporation in the art of doing Systems Analysis. 

Herman Kahn 

[l]n the last few years war and defense have immensely stimulated the search for 

social as well as technological devices of social control, as is illustrated by the 

work of the RAND Corporation. 

Robert Dahl and Charles Lindblom 

A particular problem for modern democracies . . .  is the predominant response 

they give to their electoral constituencies . . . .  The classical l iberal model of the 

democratic state, therefore, is not particularly reassuring at present technology 

levels. 

Paul Hammond 

PART 1 of this book investigates the critical role of the archetypal Cold 
War institution, the RAND Corporation, in the post-World War II emer
gence of rational choice. Understanding the forces leading to the devel
opment of rational choice theory requires contextualizing its interrela
tionships with the imperatives of the Cold War national security state. It 
is not possible to draw a line clearly separating rational policy analysis 
and rational choice theory. Game theory was rescued from academic 
oblivion by its active development at RAND for its potential relevance to 
problems of nuclear strategy. Kenneth Arrow's Social Choice and Indi
vidual Values was inspired by a research question pertaining to predicting 
collective outcomes for the Soviet Union. 1 William Riker's ambitious pro
gram of positive political theory was partially inspired by two RAND the
orists' research into a mathematically defined "power index." 

In this first part I tell the story of how systems analysis and rational 
policy analysis, much of it originating at RAND, became an accepted 
standard of public decisionmaking, first at the U.S. Department of De-
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fense and then throughout government via Lyndon Johnson's Great Soci
ety programs. The incursion of rational decision technologies into the 
halls of power occurred against the backdrop of the missile gap, the Sput
niks, and John F. Kennedy's presidential election. The extraordinary im
pact of these decision technologies on actual government practice is clear 
in Senator Henry Jackson's 1968-69 congressional hearings into the 
change in public decision procedures effected by RAND's policy analysis. 
A decade later, the influence and institutionalization of these tools spread 
even further as the professional schools of leading universities, such as 
Harvard's Kennedy School of Government, reorganized their structures 
and curricula around RAND-style policy analysis. 

These new rational decision technologies constitute a "regime of 
knowledge production ." This phrase is used to refer to how the forma
tion of these tools and concepts led to a far-reaching and comprehen
sive system for defining appropriate beliefs and actions. Participation in 
this system was controlled by a new policy elite. These leading figures
including Thomas Schelling, Charles Hitch, Howard Raiffa, Henry 
Rowen, and Alain Enthoven-went from their humble origins as con
tractors for the U.S. Air Force to controlling enormous budgets, influential 
departments of government and universities, and key federal initiatives af
fecting all Americans. It was their ability to redefine "democratic deci
sionmaking" to suit their agenda, using these analytic tools, that made 
such a breathtaking rise possible. Once this comprehensive regime came 
into place, it gained de facto legitimacy through ubiquity rather than 
proven merit. 

Rational choice theory as a social scientific method and rational policy 
analysis as a decision technology share key theorists, core ideas, institu
tional venues, and sources of funding. Any attempt to understand the phe
nomenal success of rational choice theory within the social sciences must 
acknowledge the interconnections between rational choice as a decision 
tool for government policy initiatives and as an explanatory device for 
predicting the outcomes of human action. 

S 0 0 N after taking office, Secretary of Defense Robert S. McNamara 
held his first press conference. It was to be one of the shortest on record, 
consisting of only one question. A reporter asked, "Mr. Secretary, you've 
been here three or four weeks. The missile gap obviously was an impor
tant element in the campaign and a major security issue. What are you do
ing about it? " McNamara replied, "Well, you're quite right, it was im
portant [and] it is important. I focused on that, and I've determined there 
wasn't a missile gap, or if there is, it's in our favor." In McNamara's own 
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words, reporters "broke the doors down" running to call their editors. 
The next day's headlines screamed, "McNamara Denies Missile Gap," 
and the Republican Senate majority leader called for his resignation.2 De
spite this complete reversal of official U.S. government position and the 
resulting public outcry, every policy idea based on the belief in the ( non
existent) Soviet missile advantage was implemented over the next seven 
years. This chapter explores the processes of knowledge production and 
political interaction that manufactured the "gap" in the public mind and 
public record, initiated a sea change in American national security policy 
whose rationale originated in the missile gap, and empowered a new pol
icy elite whose authority was grounded in the supposed objectivity of ra
tional policy analysis. 

The story of RAND, the Cold War, the missile gap, and McNamara's 
wholesale reorganization of the Pentagon traditionally has been told as 
one of decisive response to overwhelming imperative. In the late 1 950s, 
RAND scientists in their Santa Monica ivory tower discover a critical vul
nerability in the defensive posture of America. Their findings result in a 
top secret government report, detailing an unsuspected strength in the So
viet adversary-a missile gap. The unresponsive Eisenhower administra
tion tries to ignore the gap, but the dramatic launch of the Soviet satellite 
Sputnik I forces it into action. The administration begins to improve the 
U.S. defense in response to this challenge, but it is too hidebound, too tra
ditional, to fully assume the necessary burden. A presidential election 
brings a dramatic victory for the young, charismatic leader who will take 
America through these troubled times. He decisively changes the entire 
structure of the Pentagon and the armed services to respond to the newly 
perceived Soviet threats, bringing in Robert McNamara to lead a trans
formed military in the procurement and deployment of the greatest mili
tary power the world has ever known. Every effort is j ustified, and the 
methodologies and systems that had been designed for the great Cold War 
struggle are replicated throughout other areas of government, nonprofit 
organizations, and leading academic institutions. 

Even when subsequent intelligence suggested that the substantial mili
tary advantage was always on the side of the United States, a fall-back ex
planation was created: even if subsequent knowledge proved that the 
United States was not vulnerable to Soviet attack, contemporary intelli
?ence could not definitively disprove that the Soviets had a significant mil
Itary advantage. Thus, again, steps to reform the Pentagon and marshal �.S. power were logically dictated by the necessity of circumstances. Ever 
smce these events were current news, researchers have sought to maintain 
the reality of the Cold War threat as the rationale for what was then the 
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U.S. militaristic defense posture.3 Actions on the part of ardent cold war
riors were justified by the nature of the palpable threat. 

I contend, however, that the Cold War struggle was not so much one 
of enemy pitted against enemy in a ferocious to-the-death struggle as it 
was a fight over which interpretation of Cold War events would prevail 
and would serve as the foundation for determining action. Here the 
drama is recast such that, rather than seeing the United States as a unified 
actor on a bipolar world stage, it is an internal U.S. struggle among in
terested parties vying to gain control over defining the Cold War. Those 
whose interpretation of events were accepted had the power to direct pol
icy. Thus, ironically, the actual Cold War drama lay in the manufacture 
of the "Cold War" itself, as policymakers sought to convince the Ameri
can nation of its peril and to orchestrate policy reforms in order to stave 
off the perceived threat. 

Close attention to the historical record discloses a concatenation of ac
tions that demands this alternate narrative. The Cold War drama, though 
acted out in the Pentagon, executive branch, and the halls of Congress, 
was scripted and themed within the walls of the RAND Corporation, 
America's first military think tank. In the first section of this chapter, I 
consider how RAND developed its unique product, "systems analysis," 
which McNamara later would use to gain control over the Pentagon. I 
also sketch out the alliances behind RAND and the Ford Foundation, 
both of which were built on a steadfast commitment to a rationally man
aged technocratic society. In such a society, "objective" experts made 
difficult policy decisions outside the fray of partisan politics characteris
tic of legislative democracy. In the second section, I relate how President 
Eisenhower invited H. Rowan Gaither Jr., chairman of the board for both 
RAND and the Ford Foundation, to head a committee to study the Amer
ican civil defense program. Gaither's efforts resulted in the top secret 
"Gaither Report," which was the source behind the fallacious assertion 
of a missile gap between the United States and the Soviet Union. The 
Gaither Report also outlined a plan for a tremendous defense buildup and 
wholesale reform of the department of defense using the tools of rational 
management. In the third section, I consider how McNamara successfully 
established control over the U.S. armed forces by using the epistemologi
cal leverage afforded by RAND's systems analysis. Then, in the chapter's 
penultimate section, I trace the implementation of RAND's decision the
oretic tools first in the department of defense, and then later throughout the 
federal government via President Johnson's Great Society programs, re
sulting in the establishment of a knowledge production regime that would 
revolutionize government policymaking in the United States. This regime 
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of knowledge production, with McNamara a s  its chauffeur, shifted gov
ernmental decisionmaking from a legislative-democratic platform to a 
policy sciences model that depended on claims of objectivity and scientific 
rigor for its authority and legitimacy. A closing section argues that ra
tional policy analysis and rational choice theory in the social sciences 
both share origins in the toolbox of decision theoretic methods developed 
at RAND in the 1 950s. 

The history that emerges is relevant to broader discussions of the ten
sion between the ideal of liberal democracy and the tendency of elites to 
develop means to control societal decisionmaking processes. Since its in
ception as a social form predating the French and American Revolutions, 
and going back to at least the British civil wars, the drama of democrati
zation has in part been about conveying the appearance of inclusion while 
designing means to retain actual control over decisionmaking in the hands 
of a social elite. This impetus for elite control has had various guises, from 
aristocratic resistance to the retrenchment of liberalism on the part of a 
newly successful bourgeoisie in late-nineteenth-century Britain. But in
creasingly, as democracy became recognized as the legitimate form of 
government among Western nation-states and the universal franchise of 
adult citizens became widespread following World War I, a new form of 
struggle emerged, evident in the United States, to retake the reins of au
thority in order to neutralize the unruly potential of mass democratic pol
itics. Guy Alchon makes this argument with respect to the early decades 
of the twentieth century when American philanthropies and government 
insiders formed an alliance with "objective" and "impartial" social sci
entists who were empowered with control over social decisions outside 
the auspices of democratic politics.4 This chapter similarly argues that fol
lowing World War II an alliance was forged between philanthropies ( in 
this case the Ford Foundation), the business community, and scientific 
policy analysts. This alliance resulted in the development of rational pol
icy analysis, which functioned as a means to relocate the authority for 
policy decisions from elected officials to a supposedly "objective" tech
nocratic elite. 

Systematic Knowledge Production 

The story begins at the Santa Monica-based RAND Corporation which, 
in the 1 950s, became the think tank icon of Cold War America. In its 
halls, nuclear strategists thought the unthinkable as they came to terms 
with thermonuclear war. RAND physicist Herman Kahn would be me
morialized in American folklore as the title character in Stanley Kubrick's 
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1 964 film Dr. Strange/ave, subtitled How I Learned to Stop Worrying 
and Love the Bomb. To the Soviets, RAND represented " [a ]n American 
Academy of Death and Destruction." 5 

Project RAND ( 1 946- 48) 
In the wake of World War II, RAND grew out of the joint vision on the 
parts of General Henry "Hap" Arnold of the U.S. Army Air Force and ex
ecutive leaders at the Douglas Aircraft Company. General Arnold antici
pated that with the conclusion of the war, scientists and technical experts 
would flock back to universities and industry; he was eager to maintain 
and perpetuate the symbiosis of scientific talent and defense needs that 
had been organized to fight the war. Since it seemed doubtful that re
searchers would give up civilian status, this inventive plan required the 
creation of a new institutional format conducive to harnessing technical 
expertise for Air Force ends. Frank Collbohm, assistant to the vice presi
dent of engineering at Douglas, whose wartime experience included stints 
at MIT's Radiation Laboratory and at the Manhattan Project, similarly 
worried that the exodus of technical competence from the mi litary arena 
would prove crippling. In his mind, America might have "won the mili
tary campaign, [but] we've lost the war." 6 In early 1 946 "Project RAND" 
was hatched: the idea was to fund a autonomous division within Douglas 
Aircraft that would function quasi-independently from both Douglas and 
the Air Force, but would be devoted to researching Air Force concerns. 

Arnold made available $ 10  mi llion of Army Air Force funds, Donald 
Douglas acquiesced to housing the effort, and Col lbohm accepted the 
mantle of leadership. As a pet project of General Arnold's, RAND was 
structured from the start to have access high in the Air Force chain of 
command. Col lbohm initially reported directly to General Curtis LeMay, 
future head of the U.S. Strategic Air Command (SAC) .  The original 
RAND research team numbered four, and functioned as a separate divi
sion within Douglas Aircraft. By 1 948 ,  project RAND would grow to 
have 255 employees and an annual operating budget of $3.5 mil l ion. The 
organization was sti l l  funded from Arnold's original al location, and oc
cupied offices in an old Santa Monica newspaper building. All RAND re
searchers required security clearances, but in the early days fol lowing the 
war, researchers brought preexisting clearances from previous positions. 

According to RAND's charter, "Project RAND is a continuing pro
gram of scientific study and research on the broad subject of air warfare 
with the object of recommending to the Air Force preferred methods, 
techniques, and instrumentalities for this purpose." 7 Collbohm, an elec
trical engineer by training, had a solid hardware track record including 
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contributions to aircraft design and radar development. His roving and 
eclectic assignments during World War I I  led him to have an expansive vi
sion for RAND. It was from the start envisioned as broadly interdisci
plinary, and designed to consider sweeping questions of military strategy 
through the lens of a hardware orientation. It was also crucial to the 
RAND myrhos that the institution jealous ly guard its inte llectual inde
pendence from its patron. Hence RAND was based three thousand miles 
away from the demanding Washington environment, and RAND re
searchers took on "voluntary projects " rather than assignments. RAND 
strove to meet Air Force needs, but did so on its own terms, developing 
its own strategies for setting up research agendas. From the Air Force's 
perspective, the arrangement and the objectives underlying it looked dif
ferent. General LeMay recollected that " [w]e didn't have any of the 
tools . . .  necessary to conduct a program leading to intercontinental mis
siles and supersonic airplanes . . .  [s]o, the gimmick was to contract with 
a nonprofit organization to accomplish the task, and pay their bil ls, and let them go our in the open market and hire the talent they needed at the 
going rate." x 

RAND's first large-scale study, undertaken at the request of General 
LeMay, then deputy chief of Air Staff for Research and Development, is 
telling of the client-patron relationship between RAND and the Air 
Force. In early 1 946, it came to LeMay's attention that the U.S. Navy was 
drawing up a proposal to the Joint Research and Development Board ad
vocating the potential role of the Navy in space satel l ite development. 
Motivated by interservice rivalry, LeMay presented RAND with the task 
of investigating the technical feasibility of various space satellite systems. When the competing Navy and Air Force proposals were presented to the board in 1 947, it favored the Air Force proposal, finding its analysis to be more comprehensive than the Navy's, and subsequently terminated the Navy's foray into satellite development. 9 

RAND had served its patron well :  the outcome of the satellite study demonstrated that RAND could provide authoritative clout to Air Force initiatives, enabling them to prevail in policy venues. Attentive to this role, one RAND researcher recounted how Winston Churchill had similarly used "Operational Research" in order to exert his will over military �ureaucracies during World War II, using such analysis as an authoritative edge over entrenched leaders. 1 0 Repeatedly over time, RAND studies Would be deemed a success or failure by the simple metric of whether they furthered Air Force weapons procurement and strategic agendas. Ultimately, and ironically, RAND would outgrow its relationship with the Air Force and take on studies for the Office of the Secretary of Defense 
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in the early 1 960s. Then, with the tables reversed, General LeMay would 
become one of RAND's staunchest critics, s ince RAND's findings were no 
longer a ligned with Air Force interests. In a second and more penetrating 
irony, the original 1 946 RAND study establishing that satellite technolo
gies were possible within the then-current state of missile and rocketry 
technologies serves as an anticipatory reminder that the Soviet's l aunch
ing in 1 957 of Sputniks I and II was not surprising. 1 1 

In its early days under the auspices of Douglas Aircraft, Project RAND 
was oriented toward hardware studies, and the RAND team took on a 
variety of tasks such as the refinement of ductile titanium and the calcu
lation of the trajectories of intercontinental ballistic missiles. RAND's 
interest was primarily technical, and its professional staff was mostly 
comprised of engineers, mathematicians, and physicists. Even though 
Collbohm already harbored the vision of an interdisc ipl inary and com
plete research facility dedicated to the science of warfare, this develop
ment would only come later, after RAND severed its ties to Douglas. 

RAND, H. Rowan Gaither Jr., and the Ford Foundation 

In early 1 948, Douglas Aircraft leadership grew concerned over the pos
sible conflict of interest inherent in Douglas's personnel contracting di
rectly for the Air Force as " independent and objective" consultants. It 
seemed probable that the Air Force would exert extra caution in award
ing Douglas contracts for fear of evoking the appearance of impropriety. 
RAND president Frank Collbohm initiated steps to achieve independent 
corporate status and contacted a wartime acquaintance to aid him in this 
process. The man he chose was H. Rowan Gaither Jr., who had served as 
assistant director of MIT's Radiation Laboratory from 1 942-44 and was 
then at the San Francisco l aw firm Cooley, Crowley, and Supple. Gaither 
was absolutely discreet, politically sophisticated, had an impressive list of 
contacts including MIT's former president Karl Compton, and was expe
rienced in serving as an intermediary between scientists, administration, 
and sources of funding. 

Together, Gaither and Collbohm concluded that nonprofit status best 
suited RAND's aims. Independence required capital and a board of 
trustees. Gaither took on the responsibilities of drawing up the necessary 
legal documents and overseeing the reorganization. He a lso agreed to 
serve as the chair of the board of trustees, a role he continued to play un
til his untimely death in 1 961 .  Gaither took on yet another personal stake 
in RAND's institutional viability when he made avai lable an unsecured 
loan, and later a mortgage for new buildings, through the hank owned by 
his family, Pacific National Bank. 
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Despite Gaither's generosity, more money was required, and a lead was 
provided by Karl Compton. He and Gaither had built up a friendship 
while at MIT, and he agreed to serve as a member of RAND's board. 
Compton was also on good terms with Henry Ford II, son of Henry Ford 
and chief stockholder of the Ford Motor Company. Gaither assumed the 
task of approaching Ford to request emergency funding for RAND. At a 
legendary meeting a board an East Coast train, Ford and Gaither spoke. 
The two enjoyed such instant rapport that Ford immediately pledged an 
initial three hundred thousand dollars to RAND from the Ford Founda
tion, this at a time when that foundation was $31 mil l ion in debt. The ini
tial loan to RAND was increased to $ 1  million, and then commuted into 
a grant over the course of the next four years. 

In the 1 940s, the Ford Foundation had been used primarily to reduce 
Ford family taxes, and was controlled by Henry Ford II. The foundation 
had gone into debt consequent to its use as a lien against the tax due on 
Henry and Edsel's shares of the Ford Motor Company. Thus, although 
Ford's foundation originally was set up to take its place as the best
endowed American philanthropic organization, in the late 1 940s the 
foundation was only theoretically and potentially well-endowed. When at 
last the U.S. Treasury and the Ford Foundation trustees reached a legal 
settlement on the valuation of Ford Motor Company stock in the foun
dation's holding in 1 95 1 ,  it totaled $41 7  million. This easily established 
Ford's foundation as the richest American philanthropy, compared to the 
Rockefeller Foundation's $ 122 m illion and the Carnegie Corporation's 
$ 170 mil l ion. The relative wealth of these foundations at the time was 
staggering: for example, Harvard University's 1 950 endowment was 
$191 million, and Yale University's $ 125 mil l ion . 12 This $41 7  million 
valuation of the Ford Foundation was further enhanced by bountiful 
stock dividends earned in the 1 950s. It was not until 1 976 that the foun
dation would become fully independent from the Ford family and the 
Ford Motor Company. 13 

Meanwhile, Gaither had so impressed Ford at their meeting that the 
auto manufacturer asked him also to produce a policy statement for the 
Ford Foundation. Thus, while Gaither oversaw the reorganization of 
RAND, he was additional ly responsible for creating a report expressing 
the Ford Foundation's mission. This statement is tel ling of Gaither's vision of society as a technocracy governed by an objective elite, and was persona!ly acknowledged by Henry Ford II to have been "the most important 
Step 111 formulating the policies of the Foundation . "  14 Gaither assembled 
a committee of prominent academicians to draw up the statement. Ford 
and the trustees, who hoped to determine from the report how the foun-
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dation's efforts could best be admired in the public eye, gave the commit
tee so much leeway that after six months members were unable to come 
to a set of conclusions. Gaither finally wrote the report himself with a 
small staff. 1 1 The report-serious, idealistic, and somewhat self-aggran
dizing in tone-was regarded by Ford insiders with a mixture of re:er
ence and mirth, but i n  any case "became a kind of sacred text, scrunmzed 
for many years by those charged with planning or j ustifying the Founda
tion's programs." 16 Most crucially, the statement articulated as a plan for 
philanthropic support specifically what RAND managed to achieve in the 
1 950s: the development of a professional corps who, due to their superior 
expertise, could guide the nation through challenging po�icy decisions. 
The report describes a society managed by an educated ehte outside the 
public arena and suggests that it is the duty of philanthropies to support 
this elite. 

A quintessential Cold War document, the Report for the Study of the 
Ford Foundation on Policy and Program drew attention to the current 
"world crisis," and to the seemingly black and white choice between de
mocracy and totalitarianism.17 According to the foundation's report, a 
primary goal of philanthropy should be advising "those responsible for 
the formulation or execution of policy" (54) .  Policy advice should come 
in the form of objective analysis or expert consultation. In bestowing 
charity, the goal is "to replace partisan controversy with objective fact" 
( 1 14) .  Unsurprisingly, according to the mission statement, none other 
than a philanthropy is most qualified to support nonpartisan research, be
cause a philanthropy such as the Ford Foundation, which " has no stock
holders and no constituents . . .  [and] represents no private, political, or 
religious interests," is the height of neutral objectivity (22) .  The report is 
unequivocal in suggesting that philanthropies and their beneficiaries 
manifest an objectivity that best entitles them to provide leadership in a 
democratic society: 

This freedom from entanglements, pressures, restrictive legislation, and 
private interest endows a foundation with an inherent freedom of action 
possessed by few other organizations. Further, a great foundation possesses 
an extraordinary stature in the public mind. By law, as well as by its char
ter, it is dedicated to human welfare. Its responsibility is  to the public as a 
whole. In political and social issues it cannot be partisan. This very non
partisanship and objectivity gives to the foundation a great positive force, 
and enables it to play a unique and effective role in the difficult and some
times controversia l  task of helping to realize democracy's goals. (23)  

It is striking that as part of the undersunding of expert knowledge and 
politics articulated by Gaither, knowledge and expertise exist on an inde-
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pendent axis from politics and partisanship. Furthermore, it is clear that 
Gaither's rendering of democratic society is at odds with a model predi
cated on a communicative and dialogic public sphere. The leadership of 
both the Ford Foundation and RAND was committed to the view in 
which difficult and controversial public policy debates are best adjudi
cated by knowledgeable experts. 

In taking on responsibility for the Ford Foundation's mission state
ment, Gaither's lawyerly instinct had led him to insist that neither he nor 
any of the report's other authors ever accept any future role in the ad
ministration of the foundation. 1 8  This gesture of non partisanship and dis
interestedness was reversed when Gaither became part-time associate di
rector of the foundation's program Area V, the behavioral sciences, in 
1951 .  These duties were facilitated by the Ford Foundation's temporary 
location in Pasadena, California, a stone's throw from RAND's Santa 
Monica site. Paul Hoffman, appointed in 1 950 as the first nonfamily pres
ident of the foundation, had accepted the position on the condition that 
the foundation be located in the health-promoting region of southern 
California. 1 9 

Henry Ford II had selected Hoffman for the foundation's presidency 
because his professional preeminence seemed to guarantee that he could 
do only good for the foundation. Hoffman, a former president of the 
Studebaker Corporation, had j ust successfully completed a term as ad
ministrator of the Marshall Plan. However, he soon proved to be a poor 
choice when his sympathies, operational emphasis, assessment of how the 
foundation funds might be the most useful, and even his choice of staff 
clashed with the views of Henry Ford II as well as those of the other board 
members, including Karl Compton and Donald David. Hoffman downplayed the Cold War, worked in the spirit of international cosmopolitanism, advocated cultural exchange and communication, and looked to the United Nations as providing hope for defusing international tensions. Compton and David grew increasingly concerned that Hoffman was not following the guidelines set down in Gaither's Report for the Ford Foun
dation Study for Program and Policy. Tensions continued to increase following Hoffman's appointment of the controversial Robert Maynard Hutchins to the position of associate director.20 At the October 4, 1 95 1  board meeting, Compton resigned his trusteeship in protest.21 Unsettling exchanges occurred at meetings between Ford and Hoffman, with Hoff
�an allegedly stating that he "was not going to devote his life to educatlhg this young ignoramus [Henry Ford] ." 22 In late 1951 ,  Hoffman �roudly advertised his allegiance to Dwight D. Eisenhower, and became lhcreasingly involved in the presidential campaign. During this same 
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period, Hoffman and Hutchins chartered the Ford Foundation's Fund for 
the Republic, which they set up to defend civil liberties and to " attack . . . 
[the] loyalty investigations . . .  [and] the House Un-American Activities 
Committee ." 23 In February of 1 953 the antagonism between Hoffman 
and Ford reached a breaking point, and Ford forced Hoffman to resign. 
At the trustees' meeting in which Hoffman was ousted, Gaither was 
elected to the position of president, director, and member-trustee. 

The realignment of the Ford Foundation's leadership and philanthropic 
policies with the conservative political outlook of Gaither, Ford, and 
David signaled an alliance of old-guard Republican sentiment that op
posed the moderate Republicanism espoused by Eisenhower.24 Under 
Gaither's direction, the foundation, which by weight of its huge endow
ment played a crucial role in shaping America's intellectual arena, swung 
far to the right. A clear and significant shift in the foundation's leadership 
had occurred, and was evident in its policy changes. This dramatic shift in 
philanthropic politics was also evident in the contrast between Gaither's 
and Hoffman's internal foundation directives. Hoffman, for example, was 
unequivocally opposed to using foundation resources in efforts to desta
bilize foreign political regimes.2s Gaither and his close associates Donald 
G. Marquis and Hans Speier, on the other hand, supported foundation ef
forts to further political and psychological warfare. 26 Similarly, Gaither's 
support of the social and behavioral sciences as a tool for an expertly 
managed society contrasted with Hoffman's interdialogic, democratic 
cosmopolitanismP Under Gaither's tutelage, the Ford Foundation pro
moted research oriented toward national security.28 

The Ford Foundation's swing to the right coincided with the anticom
munist sentiment then sweeping the nation and led by Senator Joseph Mc
Carthy. From an internal Ford Foundation point of view, handing over 
the foundation's leadership to Gaither was an astute and expertly timed 
decision considering the foundation's pending encounter with the Mc
Carthy investigations. Henry Ford II's assessment of congressional opin
ion regarding his philanthropic organization revealed serious misgivings 
about Robert Hutchins on the part of influential congressman. Represen
tative E. E. Cox described Hutchins's outlook as "collectivist," "interna
tionalist," " socialist," and "one-worlder." Cox further stated that, in his 
opinion, "Dr. Hutchins (and not Paul Hoffman) really runs the [founda
tion] ." 29 Senator Joseph McCarthy formally initiated an investigation of 
the Ford Foundation in a letter dated March 1 9, 1 953, addressed to Paul 
Hoffman.30 It would be Gaither, however, who replied to McCarthy, and 
who successfully fought charges of communist leanings and of the foun
dation's infiltration by communists in the ensuing years. During this time, 
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much of the Gaither administration's energies were taken up with fighting 
the charge of communism, replying to the Reece and Cox committees' re
quests and subpoenas, and j ealously guarding the Ford Foundation's pub
lic image by hiring the law firm of Earl Newsom and Company to handle 
public relations. However, an internal memorandum documenting a con
versation between Gaither and former President Herbert Hoover at the 
elite secret society Bohemian Grove makes clear that while the McCarthy 
tempest stormed on the public stage, in elite circles the Ford Foundation's 
standing was secure.31 

Gaither's professional responsibilities served as a bridge between the 
RAND Corporation and the Ford Foundation; his views meshed seam
lessly with those of Henry Ford II and matched the hawkish sentiment of 
most RAND researchers. 32 Given his key role in setting the direction for 
both, it comes as no surprise that the RAND Corporation fit Gaither's bill 
as the ideal beneficiary of Ford Foundation funds: it supposedly was a neu
tral and objective body that produced expert policy advice, and claimed 
to obviate the need for political factions in the policymaking process. 
RAND would eventually achieve what a concluding section of Gaither's 
mission statement for the Ford Foundation cited as the ultimate goal, that 
" [the] foundation's general policy must be to support (a )  work that will 
influence the policies or operations of other institutions on the widest pos
sible scale, or (b )  work that will build up a new professional corps or a 
new system of techniques and operation standards." 33 Indeed, political 
influence, policies and operations, a new professional corps, and a new 
system of techniques and operation standards all flowed like water from 
RAND in the 1 950s. Gaither's commitment to a rationally managed soci
ety resulted in the development of decision theoretic tools that defined ra
tional policy formation as quantitative and predicated on the authority of 
scientific expertise, as opposed to the principles of egalitarian democracy. 

RAND 1 948-57: Systems Analysis 

In the late 1 940s and early 1 950s, RAND grew into one of the keenest 
sites of intellectual productivity in the United States, with abundant fund
ing, a prestigious board of trustees to lure talent from universities and in
dustry, a flexible work environment catering to idiosyncrasies and eccen
tricity, and a campus-style site without the presence of students or the 
burden of teaching responsibilities. RAND also profited from the net
Work of wartime connections that continued to provide strong ties. Much 
of RAND's talent had formerly belonged to scientific bodies organized to 
aid the war effort. Included in its ranks were the newly hired division 
heads Charles Hitch, John Williams, Edward Barlow, and Hans Speier.34 
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In 1 948 RAND's orientation toward hardware problems and devel
opment w;s evident in its departmental makeup. Before RAND's reor
ganization in March of that year, home office sections included evaluation 
of military worth, rocket vehicles, airborne vehicles, communications, 
and nuclear physics. 35 In 1 949, technical staff including engineers, math
ematicians, physicists, and computer scientists comprised 78 percent of 
the research staff, while political scientists and economists accounted for 
only 5 percent. 36 In 1 950, even though economics and social science had 
been consolidated under the leadership of Hitch and Speier, ongoing 
work by the departments of nuclear energy, electronics, missiles, and air
craft continued to evidence RAND's original commitment to hardware 
analysis. By the end of the 1 950s, however, economists had become the 
dominant professional group at RAND, outnumbering physicists and 
mathematicians; " systems analysis" was now RAND's unique product. 

The phasing out of hardware studies may have been a function of the 
free-wheeling, voluntary intellectual environment at RAND that, as Ed
ward Barlow surmised, was not conducive to the disciplined team ap
proach to solving problems required to build actual mechanical artifacts 
such as aircraft. 37 In any event, over time it became quite clear that 
RAND's research strength was certainly not hardware development. Two 
problematic hardware studies i ndicate RAND's lack of aplomb with tech
nical design. In a 1 949 study of a nuclear-powered aircraft design, RAND 
researchers developed a nuclear-powered bomber with two serious design 
flaws. The reactor of the plane produced sufficient radioactivity to kill the 
pilot and crew before reaching distant Soviet targets, and when radiation 
shielding was added, the aircraft became too heavy to fly. lS Later, in an 
early 1 950s radar study, engineer Edward Barlow and his team investi
gated the requirements and characteristics of an interlocking radar air
craft detection grid useful for tracking [ow-altitude planes flying under
neath the event horizon of conventional radar tracking stations. Barlow 
and his group performed the analysis and made preparations to brief the 
Air Force staff on their findings. But in the final days before the scheduled 
briefing, the Barlow group labored unsuccessfully in the California desert 
to set up their tracking system. Saved from the briefing deadline by an at
tendee's last-minute cancellation, Barlow vowed, "Never again does 
RAND get into hardware ! "  39 Barlow was promoted to head of engineer
ing in 1 953. 

Whereas the acronym "RAND" had original ly been understood as 
"Research and Development," by the late 1 950s it came to signify "Re
search and No Development," expressing the idea that hands-on techni
cal design was somehow beneath the dignity of the high-powered brain 
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trust collected at RAND, whose duties, responsibilities, and intellectual 
commitments lay rather in the realm of speculation about the boldest, 
roost unthinkable thoughts regarding nuclear war. And thus it was that 
RAND's efforts increasingly took on the flavor of abstract studies of strat
egy, logistics, and warfare, all of which fall under the rubric "systems 
analysis . " 

The concept of "systems analysis " naturally worked its way into 
RAND's idea coffer in the earliest days, when Project RAND existed as 
an autonomous division of Douglas Aircraft. Systems analysis studies 
originated as tools used by the aircraft trade to prepare contract bids for 
the Air Force . They provided quantitative assessments of the superiority 
and cost efficiency of one aircraft design over other models. Systems 
analysis was given a central and prominent location on the 1 948 RAND 
organizational chart, graphically showing how its assessments were in
terdisciplinary efforts utilizing the skills and knowledge bases of re
searchers throughout the RAND departments.4° From the early days of 
the think tank, and in keeping with Frank Collbohm's vision, systems analysis was regarded as an interdisciplinary, quantitative study of a complex problem of weapons design. The original Douglas concept of systems analysis served as a template for a more ambitious scheme of developing a total science of warfare in which any logistical and strategic problem, no matter how complex, could be solved with rigorous, quantitative analysis. 

The first ambitious use of systems analysis was the Offensive Bomber Study undertaken by RAND analyst Edwin Paxson from 1 947-50.4 1 The goal of the study was to decide on the configuration of America's next s�rategic bomber, and it neglected no aspect of the problem in its analySIS. It considered U.S. bomber base location, vulnerability to attack, and target selection as the background information from which to conclude which bomber design and bomb combination would grant the United States optimal strategic advantage. The study incorporated an elaborate m?deling procedure to estimate attrition in battle, weapons accuracy, and failure rates. Paxson, an early enthusiast of the application of game theory
. to problems of warfare, also included game-theoretic calculations of aenal combat routines to estimate battle successes. The study was then a�gmenred to consider projected evolution of U.S. and Soviet technologie� and strategies over the following seven-year period. Paxson's assistant es�Imated that from one-third to one-half of RAND's research staff contTJbuted to the studyY The analysis had sufficient component functions a�d variables to make even the most accomplished equation-crunching nund swirl. A central goal of RAND's in taking on this challenging analy-
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sis was to demonstrate that complex problems of military strategy were 
amenable to scientific solution. 

For numerous reasons, when the conclusions were presented to the Air 
Force's SAC in 1 950, the study was considered a failure. From RAND's 
perspective, the analysis was a disappointment for three reasons. The 
sheer scope and complexity of the study required that guesswork be used 
to anchor some of the numbers relied on in the calculation.43 Second, and 
this problem would repeatedly arise and would be dubbed " the criteria 
problem," the study's outcome was inherently a function of the criteria 
used in setting up the problem. In this case, solutions were ranked by con
sidering the ratio of system cost to damage inflicted, instead of the ratio 
of the number of air crews lost per damage inflicted. Understandably, Air 
Force officials did not take kindly to such cavalier treatment of personnel 
loss when they and their compatriots were the personnel in question.44 Fi
nally, the study was deemed a failure by RAND because the Air Force, 
while acknowledging the elegance of the mathematical design, vehe
mently rejected the RAND finding that the future of the SAC lay in slow, 
low-flying turbo-prop bombers instead of fast, high-flying jets. The Air 
Force's prompt repudiation of the Paxson conclusion is telling of the in
terrelationship among RAND's research initiatives, systems analysis, and 
their client's interested sponsorship. The Air Force remained committed 
to their development of the swift B-52 Stratofortress bomber, and re
sponded to RAND with harsh critiques of Paxson's study.45 

RAND president Frank Collbohm was incensed by the lack of respect 
the Air Force demonstrated in receiving Paxson's results. The Air Force 
had not simply disregarded the RAND study, but had even challenged 
RAND's cost estimates for building the B-52 in comparison to RAND's 
preferred turbo-prop model. In order to buttress future RAND findings, 
Collbohm initiated RAND's Cost Analysis section under the direction of 
economist David Novick.46 Novick's section became a formidable and 
necessary component in all future RAND systems analysis studies, be
cause all comparisons of weapons systems based on performance per cost 
utterly depended on reliable assessments of costs. In determining the cost 
of a weapons system, Novick's group would estimate the cost of produc
tion, including both research and development, and subsequent manning, 
basing, and maintenance of the system. As Novick's work progressed 
throughout the 1950s, he increasingly found that estimating costs re
quired evaluating the Air Force budgeting process. Costs were determined 
somewhere between contractors' bids and defense budgeteers' counteres
timates, and in Novick's view, Air Force analysts had no standardized 
procedure for establishing independent cost evaluations. As the decade 
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wore on, Novick began drawing up a new budgeting system for the Air 
Force that emphasized budgeting as a strategic planning tool. By late 
1958, he contemplated the prospects of implementing the budgeting sys
tem in the entire Department of Defense if the incoming administration 
were favorableY 

The second and third ambitious systems analysis studies undertaken by 
RAND were no less complex, and fared no better, than Paxson's unap
preciated bomber analysis. The studies' goals were to determine which 
radars, fighters, and communications networks were desirable in view of 
the new Soviet atomic and hydrogen bomb threat. The first phase of the 
systems analysis had fifty-four component projects, ranging through all 
RAND departments. However, with the demoralization caused by the 
negative reception of Paxson's work, the ambitious scope of systems 
analysis as a total science of warfare was reined in. Project leader Edward 
Barlow, in a preliminary sketch of his air defense study, reevaluated the 
systems analysis approach, arguing that " [i ]n one sentence this new atti
tude is that our dominating motive should be to get a correct and con
vincing set of recommendations on Air Defense for the USAF and that the 
completion of a quantitative systems analysis be secondary. Our work in 
the defense field should be recommendation-oriented, not methodology 
oriented. "  48 

Barlow's studies were central to the fading RAND vision of a compre
hensive and rigorous science of war. They absorbed significant personnel 
resources in the early 1 950s, but received scant attention.49 That they 
were barely recognized was due to the lack of impact the reports had on 
Air Force policy. The first report presented no recommendations but only 
comparative analyses, and the second report offended Air Force sensibil
ities yet again when preliminary conclusions suggested that the future of 
U.S. air offense lay in missiles rather than manned bombers, which was in 
direct contrast to the Air Force's predilection for manned flight. 

The contrast between the amount of energy expended in producing 
these unheeded studies and their seeming irrelevance to RAND's history 
draws attention to two conflicting impulses characterizing the develop
ment of systems analysis methodology at RAND. On the one hand, sys
tems analysis as an ambitious science of strategy proved unfeasible, while 
on the other hand, RAND researchers strove to preserve the label of " sys
tems analysis" to designate a unique product name in order to maintain �AND's edge in the competitive marketplace of ideas. 5° These conflicting 
tmpulses are apparent in Edward Quade's development in the early 1 950s 
of a set of lectures to teach systems analysis to staff in the Air Force, Army, 
Navy, and Department of Defense, ' �  This short course served the two-
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fold goal of initiating military personnel into the rites of systems analysis 
while simultaneously pointing out the pitfalls of the method. 52 "Systems 
analysis" was an umbrella term calculated to lend authority to a collec
tion of methods for problem solving ranging from complex quantitative 
analysis to commonsense logic.53 

Counterintuitively, j ust as systems analysis as a complete science of 
warfare was receding into a dreamlike past, a simplified version of Pax
son's strategic bomber study was reformulated under the lead of RAND's 
Albert Wohlstetter, who took on a strategic bases study at the behest of 
Charles Hitch in 1 95 1 .  This reformulation, lacking in complexity and 
quantification, would gain a reputation of being the prototypical RAND 
systems analysis study. The task of the study was to determine the best 
configuration of bomber bases in light of three possibilities: utilizing over
seas bases as a main staging area during war, using overseas bases only to 
refuel during war, and operating U.S.-based bombers intercontinentally 
with midair refueling. The criterion for selection Wohlstetter adopted was 
cost-effectiveness. By taking the Soviet Union into consideration as a ra
tional adversary, Wohlstetter pondered bomber base vulnerability in time 
of war, or more frighteningly, in the case of a Soviet preemptive strike. 
Imagining a scenario like Pearl Harbor but with vastly greater pro
portions, Wohlstetter conjured up a thought experiment in which all 
overseas bomber bases were attacked simultaneously, leaving the United 
States with significantly lessened counterattack capability. It seemed to 
Wohlstetter that no one in SAC command had taken this possibility into 
consideration. 

Trained in mathematical logic, Wohlstetter did not share his col
leagues' predilection for, or facility with, quantitative models. He relied 
on Paxon's assistant Edward Quade to design his model, which could be 
calculated with a slide rule or on the back of an envelope. Whereas RAND
ires were dumbstruck by Wohlstetter's findings at the initial RAND 
briefing, believing that Wohlstetter had identified the Achilles' heel of 
American defenses that left the nation open to imminent Soviet invasion, 
Air Force and SAC officers were less than impressed.54 Woh lstetter's 
analysis depended on the assumption that the Russians could mount a to
tal surprise attack on all bases, with no prior warning, and it implied that 
such a preemptive, unprovoked strike was imminent. SAC officers, in
cluding General LeMay, dismissed the study for the reason that, if any
thing, the United States was poised to strike the first blow against the So
viets. Even though a preemptive strike was forbidden by the president, 
SAC battle tactics called for such action at the slightest sign of a Soviet at-
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tempt to marshal a surprise attack.55 In any case, no one at RAND was 
privy to these war plans. 

Discontent with what he deemed to be a cavalier response on the part 
of the Air Force to imminent danger, the force of Wohlstetter's personal
ity took over. Even though in later years Wohlstetter, and his conviction 
of SAC vulnerability, would be celebrated as clinching RAND's historic 
import, at the time Wohlstetter was held in low repute by many RAND 
associates. He was seen as pompous and self-aggrandizing-as though 
his manner was governed more by rhetorical device than by solid content. 
He was barred from briefing the RAND trustees who were routinely kept 
abreast of RAND's findings. Wohlstetter was considered to be a lone wolf 
and worked only with a few trusted colleagues, among them Henry 
Rowen and Alain Enthoven. He also had a good working relationship 
with Charles Hitch, who rescued him from professional oblivion when 
others in RAND leadership had fired him for negligence in handling 
data.56 Wohlstetter and his coterie were determined to shake Air Force 
leaders out of their complacency, and in the summer of 1 953 they set up 
camp in Washington and presented their strategic bomber study over 
ninety times throughout the chain of Air Force command. 

There is a lack of consensus on whether the warnings of peril were 
heeded, or whether Air Force command duly responded. 57 However, vul
nerability became Wohlstetter's obsession. He next applied the Pearl Har
bor scenario to U.S.-based bombers, and the Achilles' heel became dou
bly worrisome. He and Henry Rowen penned the study Protecting U.S. 
Power to Strike Back in the 1 950s and 1 960s ( R-290), which sketched 
out the ominous scenario of a simultaneous, preemptive Soviet attack on all forty-two SAC bases in the United States. In the event of this bold act 
which he did not deem unlikely, Wohlstetter estimated that America� forces would be hard-pressed to mount any counterattack at all. Such a lack of response capability was an open invitation to the Soviets to take what they could get while it was available for the taking, and suggested a major breach in U.S. security. Hence came the RAND prescription that in order to maintain an effective defensive posture, America must have a 
�ufficient nuclear arsenal to withstand the most devastating attack imagInable and still maintain a counterforce to act, if not as a deterrent, then t? ensure equivalent devastation of Soviet military and industrial facilities. This strategy became known as " second-strike counterforce," in contrast to a minimum deterrent policy postulating that the Soviets rationally Would not mount an offensive as long as they were in reasonable danger of sustaining nuclear retaliation. 58 
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Wohlstetter and the two strategic base studies formed the nucleus 
around which RAND's strategic agenda, RAND's strategy cadre, and 
RAND's mythic history would grow. Wohlstetter's network of associates, 
which would extend beyond RAND and outlast the decade, came to in
clude Henry Rowen, Fred Hoffman, Alain Enthoven, Steven Enke, and 
Lawrence Henderson. This group represented a cell of independent action 
within RAND whose ambitions outstripped the confines of RAND's pe
ripheral think tank status. It would be this cadre's thought that would in
creasingly define RAND's position on nuclear strategy. By the end of the 
1 950s, RAND's strategic agenda emphasized SAC vulnerability and sec
ond-strike counterforce, which translated into the policy of marshaling 
an effective counteroffensive despite assuming the inability to protect SAC 
bases from destruction. RAND's Herman Kahn added to this basic out
look some interest in building passive defenses in the form of nuclear fall
out shelters. RAND also advocated building up conventional forces so 
that Soviet aggression would reap repercussions short of all-out nuclear 
exchange in the event of smaller-scale incidents. 

According to the various assessments of RAND's importance, which 
all to some extent resemble the original put forth in The RAND Corpo
ration, 59 Wohlstetter and his troupe put forth a devastating critique of 
America's national security, and only by persistent effort throughout the 
latter half of the 1 950s woke the nation out of its complacency in the face 
of the Soviet threat. 60 Deborah Shapley, in her biography of Robert Mc
Namara, for example, speaks of "the definitive RAND findings." 6 1  The 
difficulty with these glorious assessments is that they assume what needs 
to be explained: that, contrary to all intelligence reports available then or 
since, the RAND team discovered a fundamental, and heretofore unac
knowledged, fact of American vulnerability. The real question is how, de
spite mounting evidence to the contrary, the RAND defense rationalists 
managed to convince the nation of its vulnerability and to justify a mind
boggling peace-time arms build up that outstripped the Soviet's armament 
manufacture pace by a factor of at least 15 to 1 .  The answer lies in care
ful political maneuvering, persistence, and through the claims to superior 
knowledge and objectivity. 

By 1957 it seemed clear to RAND researchers and to Air Force officia!s 
that RAND's studies were not of much use to the development of A1r 
Force weapons or strategic policy. The mid-1 950s were a time of de
creased international tension, and military projects were faced with the 
prospect of funding cutbacks. RAND was no different, and the largest 
topic of discussion at the spring 1957 board meeting was the impending 
budget cuts and prospect of staff reduction. RAND's board of trustees, 
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while never entering into the administrative details of RAND, was never
theless concerned with the institution's overall well-being. H. Rowan 
Gaither Jr. , with his consuming interest in RAND, did not sit idly by as 
RAND awaited stagnation, even decay, and as RAND's bold national se
curity initiatives faded into obscurity. 62 

The Plan-Radical Reorganization of the Department 
of Defense through Rational Defense Management 

On October 4, 1 957, the Soviets launched Sputnik I, the first earthorbiting satellite. Thirty-one days later, H. Rowan Gaither Jr. submitted to President Dwight D. Eisenhower a top secret, fear-mongering report entitled "Deterrence and Survival in the Nuclear Age ." Two decades later Senator William Proxmire, vice chairman of the Joint Committee on Defense Production, which first released the top secret report in 1976, acknowledged the report's legacy, stating " few documents have had such a great an influence on American strategic thinking. "63 This report precipitate� widespread belief in the fallacious "missile gap" that was to play a 
�ruCJal role m the 1 960 presidential campaign, and led the charge for civilJan control of the Pentagon along the lines of rational defense management. Based on extremely hawkish conjectures of Soviet military capabilities a?d i?tentions, the report provided a p ivotal issue for John F. Kennedy's VI�tonous campaign and launched RAND's strategy cadre into national prommence. The "Gaither Report" continues to be woven into the fabric of A.merican history as an unquestioned source for assessing President Eisenhower's and President Kennedy's national security policies.64 On April 4, 1957, President Eisenhower commissioned several studies of the nation's c ivil defense and nuclear fallout shelter program.65 Among �hese was a study to be undertaken by the Security Resources Panel, nomInally under the jurisdiction of the Office for Defense Mobilization. The panel, comprised of civilian experts, was modeled on the 1955 Killian Technical Capabilities panel that had benefited from the advice of RAND researchers. H. Rowan Gaither Jr., then chairman of the boards of both RAND and the Ford Foundation, was selected to be the committee chair and the committee and its report were subsequently named after him. AI� tho

_
ugh Gaither was hospitalized with cancer the following September, 66 W?Ich resulted in the committee's leadership being passed on to industri�tsts Robert Sprague and William C. Foster, Gaither personally oversaw \ e f?rmat1on of the committee and presented its findings at the highly �

cl
assified November 4 meeting of the National Security Council with Pres-1 ent Eisenhower attending. 
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The Gaither committee's roster included sixty-seven project members. 
Edward P. Oliver of RAND was hired in the fall as a special technical ad
visor to the steering committee, along with Paul H. Nitze, former assis
tant secretary of defense. Eisenhower appointed an advisory panel that in
cluded retired military officers; Frank Stanton, president of CBS; two 
prominent Republican financiers, Robert A. Lovett and John J-

.
McCloy; 

physicists I. I. Rabi and Ernest 0. Lawrence; and James R. K1ll1an. Her
bert Kahn, who was working on fallout shelters at RAND, was a consul
tant to the panelP Albert Wohlstetter also worked with the committee 
contributing his views of SAC vulnerability, which ended up being crucial 
to the committee's findings on U.S. defensive preparedness.68 Nitze, au
thor of the important 1950 national security directive "NSC 68," drafted 
the report. 

President Eisenhower had admonished the panel to stay focused on the 
issue of civil defense. Even so, the committee seized on the opportunity to 
provide a comprehensive review and critique of the Eisenhower adminis
tration's national security policies, both foreign and domestic. The com
mittee members used the fallout shelter program as a springboard to 
make major policy recommendations. The final report warned of extreme 
SAC vulnerability, inspired fear of potential Soviet technological superi
ority, and advocated the expenditure of an additional $ 19  billion to 
counter the perceived threat from Soviet intercontinental ballistic missiles 
( ICBMs), this at a time when the annual budget of the U.S. Department 
of Defense (DOD) totaled $38 billion. To meet the wildly speculative es
timates of existing Soviet weapons capabilities, the report advocated 
building six hundred ICBMs, rather than the planned 1 30, in the next 
several years. Anticipating reasonable concern about footing such a bill, 
the report went on to express confidence in America's economic capacity 
to pay for its defense.69 As monumental as was the military buildup ad
vocated by the Gaither Report, the even more extraordinary aspect of th

.
e 

report was its authors' explicitly stated intent wholly to restructure deci
sionmaking in the Pentagon. The Gaither Report called for a "radical re
organization of the Department of Defense" to achieve "more effective 
control and management of our defense resources," regardless of the fact 
that initially this reordering " might cause such confusion . . .  as to weaken 
our defense." 70 Such a total reorganization of the Pentagon would clearly 
lead to the opportunity to direct even more extensive appropriations and 
expenditures. The fallout shelter program also received attention, but was 
deemed a "lower value" priority and was generally considered to be a los
ing proposition. 

Under the leadership of Gaither, who had chaired the RAND board of 
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trustees for a decade, it was no surprise that the report reflected RAND's 
strategic agenda: SAC vulnerability was center stage, with the attendant 
logic of preparedness for nuclear second-strike counterforce capabili
ties.71 The Gaither Report's advocacy of rational defense management 
also resonated with RAND's steadfast emphasis on cost-effectiveness 
analysis, as well as its "planning-programming" method of budgeting 
then under development by David Novick. RANDites and the Gaither 
Report were united in advocating that military strategy and defense plan
ning be based on rational choices. 72 Unsurprisingly as well, the Gaither 
Report reflected the Air Force's strategic agenda that emphasized second
strike, counterforce capabilities in opposition to the Navy and Army, 
which adhered to a doctrine of minimum deterrence.73 

By providing seemingly authoritative documentation, the Gaither Re
port triggered the 1 957 missile gap debate and gave rise to the fear that 
the United States was lagging behind the Soviet Union in technological 
war-fighting capabilities. The report grounded speculation that unless 
drastic measures were taken, rapid Soviet missile production would lead 
to an 8 to 1 Soviet advantage by 1 962.74 The looming threat of a pur
ported missile gap waxed and waned in the public's mind throughout 
1958 and 1 959, but eventually took root as a pivotal issue in the 1 960 
campaign. The strategic logic on which the reality and significance of the 
missile gap was premised linked the supposed Soviet ICBM advantage, 
the concept of SAC vulnerability, and the strategic doctrine of second
strike counterforce in a single, mutually dependent logical chain. Any po
tential Soviet missile advantage was alarming only if the Soviets intended 
to attempt to knock out all forty-two U.S. bomber bases simultaneously 
in a preemptive strike; this eventuality assumed that a minimum deterrent 
threat of retaliation was insufficient to check potential Soviet aggression. 
Phantasms of such an all-out strike reminiscent of Peal Harbor fueled the 
commitment to second-strike capabilities that not only could survive such 
an onslaught but subsequently inflict punitive damage on the order of a 
preemptive first strike, and in this way function as a deterrent. It would 
subsequently become evident that the Air Force's repeated doubts about 
RAND's SAC vulnerability scenario was a function of its offensive plan to 
strike a preemptive blow at the earliest sign of Soviet aggression, and 
therefore never to be placed in the position of needing a counterforce.75 

As the story is often told, the Soviets' launch of the first Sputnik on Oc
tober 4, 1 957 galvanized public recognition of the importance of scientific tnd technological achievement to the Cold War effort, and focused pub
Ic energy in support of other Cold War policies. However, the immediate 
Press and popular response was one of mixed wonder and enthusiasm for 
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the Soviets' technological accomplishment, outweighing alarmist, gloomy 
views that if the Soviets could launch a 1 84-pound metallic object into or
bit, they would similarly be capable of launching intercontinental ballis
tic missiles toward the United States.76 President Eisenhower had received 
advanced warning of the launch, and expert opinion as to its significance 
and the threat it posed was balanced, suggesting that the launch of Sput

nik was no real indication of the Soviets' ability to launch missiles and 
that, in fact, their missile capability had not changed much from that re
ported in the 1 9  56 issue of Missiles and Rockets. 77 

On November 4, the Soviets launched Sputnik II, weighing 1 , 1 1 8  
pounds and carrying a live dog. Still, i t  was recognized that the satellite 
launch did not demonstrate the technological facility with reentry and 
guidance required for missiles. Before Sputnik could assume ominous 
proportions, it had to be interpreted as threatening; nurturing a sense of 
foreboding was one way to effect such an interpretation, one driven by the 
promise of political dividends.78 Sputnik provided Senator Lyndon B. 
Johnson, then chairman of the Preparedness Investigating Subcommittee 
of the Senate Armed Services Committee, with the opportunity to criticize 
the Eisenhower administration's national security posture in his " Inquiry 
into Satellite and Missile Programs," initiated on November 25, 1 957. 
" Sputnik" had to become a processed media event before it could become 
a symbol of lagging American technological achievement and then a ral
lying point for efforts toward a ferocious arms buildup. Much to the dis
appointment of military hard-liners, in the immediate wake of the satel
lite's launch, the public's calm response was to trust the assessment of 
President Eisenhower, the retired general and World War II hero, that the 
satellite signified no real advantage on the part of the Soviet war-fighting 
capabilities.79 As would become evident, Sputnik alone was not sufficient 
to mobilize public opinion in favor of increased defense spending.80 

The Sputniks did provide an auspicious occasion for the Gaither com
mittee to present its alarmist conclusions. 81 The report was hastily com
pleted a week after the Sputnik launch. The report had been circulated 
prior to the scheduled National Security Council (NSC) meetings so that 
attendees would be primed to respond. At the well-attended November 7 
meeting briefed by Robert Sprague, none of the department heads advo
cated the Gaither proposal; Secretary of State John Foster Dulles spoke 
out against it. x2 Republican financiers John ]. McCloy and Robert A. 
Lovett, on the Gaither committee's advisory panel, advocated the pro
posal, arguing that the American economy could pay the bill and that 
" the people as a whole and the business community in particular would 
support the President if he urged increased spending for defense." 83 
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President Eisenhower, a career military officer, was singularly unim
pressed with the report. Not only did he know it to be based on incom
plete Air Force intelligence, he also was not about to concede any national 
defense weakness. A memorandum of a conversation between Secretary 
of State John Foster Dulles and the president sums up the administration's 
view on the Gaither Report: 

On the basis of Mr. Sprague's confidential briefing as to the SAC reaction 
possibilities under certain extreme circumstances, I expressed to the Presi
dent the view that I felt that these possibilities were so remote in practice 
that I doubted whether we would be j ustified in going to the extremes in the 
way of cost that alertness would require. The possibility considered was 
that in a time of relative tranquillity and a reduction of international ten
sion there would be mounted a massive surprise attack against the United 
States and simultaneously against all our important bases. x4 

�s m�ntioned above, the Gaither Report's dire view of the U.S. strategic 
SituatiOn depended on a scenario in which the Soviet Union launched a 
successful, preemptive surprise attack on all forty-two U.S. SAC bases si
multaneously-a scenario Dulles reasonably regarded as fantastically im
probable. Dulles's other reservations included the Gaither committee's 
lack of consideration for broader issues, such as the effects of their pro
posal on European allies. The record of an evening meeting between the 
president and the chiefs and secretaries of the military departments on 
Nove�ber 4, 1 957 makes it clear that although missile development was � topic of discussion, the joint chiefs were not worried about any loom
Ing Soviet military superiority. Eisenhower's major concern was that inte�service rivalry detracted from the overall defense preparedness, and this seems to be why he set up the meeting. 85 Normal procedure dictated �hat the Gaither Report be buried and forgotten soon after the NSC meetIITg on November 7; Eisenhower's and his staff's comments in the NSC documents make clear that they treated it as just one more report. sA However, the Gaither committee members refused to let its report be buried and began actively campaigning for their proposal_B? I� some accounts of the Gaither committee's role in strategic policylllakmg, leeway is given to their aggressive tone and unsubstantiated assumptions on the basis that committee members were not privy to highly sec�et data from the U-2 intelligence-gathering flights over the Soviet lln10n that had begun in June 1 956.88 These missions which few in the ad · · · · ' b il1IITIStratwn knew anythmg about, eventually a llowed the president to e reasonably confident that the Soviet ICBM program was not far adVanced . BY However, the Gaither committee's lack of data does not provide 
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sufficient cause to ground their conjecture of a missile gap. Furthermore, 
the CIA's Richard M. Bissell, who oversaw the U-2 project, was on the 
Gaither committee, and thus well-positioned to temper any excess of spec
ulation had he so desired or had committee members been persuaded. 90 

President Eisenhower addressed the nation on the evening of Novem
ber 7, speaking about science and national security. He announced he was 
creating the office of Special Assistant to the President for Science and 
Technology, to be headed by James R. Killian, president of MIT. This an
nouncement anticipated Eisenhower's November 22 transfer of the Sci
ence Advisory Committee of the Office of Defense Mobilization to the 
White House, formally creating the President's Science Advisory Com
mittee.91 Of all the presidential speeches in the wake of the Sputniks, 
Eisenhower's second radio address on November 14, during which he dis
cussed science and national security, seems most to echo the findings 
of Gaither Report. Eisenhower stated that SAC vulnerability required ad
ditional funds, that deterrent capabilities were needed against a Soviet 
preemptive attack, and America needed to improve its ability to fight lim
ited war.92 

The Gaither committee members, who had invested heavily in the ur
gency of their conclusions, knew that Eisenhower's public speech hardly 
signified that there would be any quick move to alter SAC alert status, or 
to accelerate ICBM development. William Foster led the committee's 
three-pronged strategy that was designed to further their proposal. The 
committee sought to convince Eisenhower directly, to convince members 
of relevant executive agencies, and to gain the support of the public and 
elite groups. The committee members struck out on their first two initia
tives; neither the president nor one single executive agency was brought 
over to their position. 93 One reason that various agencies may not have 
been enthusiastic about the Gaither program was that al l of its recom
mendations were predicated on there being no budget ceilings; the com
mittee had put forth a plan radically to increase military spending in all 
of their policy proposals. According to Morton Halperin, hesitancy on 
the part of agencies may have been due to their fear that increased defense 
spending meant cuts from other agencies. Halperin, who is the only au
thor to have written an in-depth study of the role of the Gaither commit
tee in the policymaking process, suggests that the committee members 
acted entirely rationally, and that the president's advisors and Cabinet 
heads were dragging their feet for their own private reasons. However, 
Halperin consulted with Paul Nitze and RANDites Thomas Schelling, 
Henry Rowen, and Paul Hammond in writing his article, and himself was 
under RAND employment in 1960.94 Halperin's more speculative con-
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elusions are presented without documentation, and the documents that 
do exist support the finding that whereas the Gaither group was extreme 
in its prodefensive posture, those in other executive agencies did not ex
hibit such a degree of fearfulness or paranoia. 

As Halperin describes the politics of the Gaither Report, alliances were 
broken into two groups. On one side were the president, members of his 
Cabinet, and some congressional leaders, who at most advocated limited 
increases in defense spending. On the other side stood the Gaither com
mittee, congressional Democrats, some dissatisfied Republicans, and me
dia moguls, for whom Sputnik provided the opportunity to claim that 
America 's very survival was at stake in the face of the Soviets' evil intent 
and superior military preparedness. The latter alliance sought to awaken 
a complacent nation to the reality of looming peril. Members of the hawk
ish element, Halperin acknowledges, had been long-standing proponents 
of substantially increased defense appropriations. 95 Just how militant the 
Gaither committee's views were is evident in a conversation personally 
initiated by Robert Sprague, co-chair of the committee, with the secretary 
of state and the undersecretary Gerard C. Smith. The printed record of 
this conversation outlines Sprague's assessment of the four policy options 
available to the United States: 

1 .  Continue the present pol icy. Only if the Soviet Union engages in aggres
sion will we attack it. 

2. Preventative war. The Soviet long-range striking force is on 2 7 bases. We 
could destroy this Soviet striking power, and if "clean" weapons were 
used we could do this without killing a great many Soviet non-combat
ants. Since US planes are continually flying around the world, it should 
be technically easier for us to mount a surprise attack than the Soviets to 
do the same. After striking out the Russian strategic bombardment ca
pability, we could then dictate disarmament terms. 

3. Conduct a "hot" negotiation. This, in effect, would be to threaten the 
Soviet Union that if it did not settle on US disarmament terms we would 
change our present policy against preventative war. 

4. Place reliance in God to find a solution. Mr. Sprague pointed out that 
during the course of his work with the Gaither panel his resort to prayer 
had substantially increased. He wonders what device the Lord could re
sort to in view of past evil actions of Soviet rulers. 

The memorandum of the conversation continues "Given these alterna
tives, Mr. Sprague feels that the better opportunities for the survival of 
freedom lie in alternatives 2 and 3 . "  96 

Having struck out with the president and the agencies, the Gaither 
committee members attempted to launch their campaign in the forum of 
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public opinion. This required leaking the results of their top secret docu
ment to the press, and pushing for its outright publication . The contents 
of the report were leaked to the press in late November and December of 
1 957.97 Between press leaks and the colorful language of prodefense jour
nalists, the public imagination was fired. Stuart Alsop authoritatively re
ported: 

There is no doubt at all that strategic missiles will surely replace the manned 
bombers, as the longbow replaced the knights' swords. The prospect which 
immediately confronts us is  that the Soviets will achieve this replacement 
before we do. There will then be a gap- in the Pentagon it  is known sim
ply and ominously as The Gap-during which we will be in somewhat the 
position of the mounted French knights at Crecy, sword in hand, facing the 
skilled British bowmen ki lling them at will .  98 

"The Gap" had taken on a reality and life of its own. 
The battle over retaining the top secret status of the Gaither Report 

was motivated by the politics entailed in making it public. Eisenhower re
a lized that if the report were published, it would gain an aura of legiti
macy that eluded it as long as it remained classified and unavailable. Sen
ator Lyndon B. Johnson, then chairman of the Preparedness Investigating 
Subcommittee of the Committee on Armed Services, took up the cause of 
publishing the Gaither Report. Johnson pressed the matter with Secretary 
of State Dulles. When Dulles spoke of it to the president several days later, 
their conversation concentrated on how out of hand the Gaither situation 
had become, with Eisenhower lamenting that "this experience had 
proved . . .  definitively, the unwisdom of calling in outside groups." Dulles 
concurred, agreeing that, " they seldom took a rounded view of the total 
situation." 99 The Eisenhower administration had nothing to gain by re
leasing the report; indeed, if released, it would lend credibility to the re
port's authors and other critics of the administration's defense policy. 
Eisenhower was especially concerned to make sure that the Gaither Re
port's timetable for defense buildups not be entered into the public record 
as a credible template for guiding U.S. policy. 100 At the January 3, 1958 
meeting of the NSC, an exasperated Eisenhower sighed that "before we 
got done with this Gaither thing we would find ourselves obliged to do 
things which we normally would never think of doing"-such as releas
ing a c lassified, independently commissioned, expert report. 1 01 

On November 25, 1 957, Senator Johnson began hearings, entitled " In
quiry into Satellite and Missile Programs," in which over sixty prominent 
men inside and outside of government were brought in to testify on the 
state of U.S. defense preparedness and the implications of the Soviets' re-
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cent launchings of the Sputniks. Edward Teller and Vannevar Bush led off 
the testimony, which continued into the next year and filled more than 
one thousand pages of transcript. Prominent military leaders, including 
General Maxwell D. Taylor, U.S. Army chief, Admiral Arleigh A. Burke, 
U.S. Navy chief of naval operations, and General Thomas D. White, U.S. 
Air Force chief of staff, were called before the committee. Johnson used 
these hearings to mount pressure on the Republican administration, im
plying weakness in the face of the Soviet threat symbolized by the its suc
cessful satellite program. Johnson's capable leadership kept his senatorial 
adversary, Republican Stuart Symington, in check and avoided personal 
attacks on the president, while casting doubt on the administration's abil
ity to carry out effective national security policy. Throughout the ques
tioning, references were made to the elusive Gaither Report, which John
son insisted he was constantly putting pressure on the Eisenhower 
administration to release. 102 

In making their case, the network of individuals in favor of the Gaither 
committee's conclusions did not limit themselves to direct and secret 
means of support. Donald K. David, chairman of the executive commit
tee of the Ford Foundation, headed an organization that represented a 
consortium of business interests: the aptly named Committee for Eco
nomic Development, or CEO. This committee, which had been founded 
by the Ford Foundation's Paul Hoffman and Theodore 0. Yntma of Ford 
Motor Company during World War II, claimed to provide objective, 
expert advice in the form of national policy statements . 103 In 1 957  the 
CEO was significant both for its overlap of membership with the Gaither 
committee and its inclusion of representatives from the top management 
of over one hundred of America's leading industrial corporations. The 
Gaither committee's co-director, William C. Foster, served on the CEO's 
Subcommittee on Economic Policies for National Security. Gaither com
mittee advisory panel member and Republican financier Robert A. Lovett 
served as an honorary trustee of the organization. Richard M. Bissell Jr. 
served as an advisor, along with RAND's head of economics, Charles 
Hitch. Other members of interest with prominent CEO roles include 
Don K. Price, vice president of the Ford Foundation; W. Allen Wallis, 
dean of the University of Chicago's school of business and future presi
dent of the University of Rochester; and Ralph W. Tyler, director of the 
Center for the Advanced Study in the Behavioral Sciences, which had 
been established at Stanford University with Ford Foundation money 
in 1955. 

In July 1 958 ,  the CEO publicly issued a report entitled "The Problem 
of National Security: Some Economic and Administrative Aspects," 



56 Chapter One 

which echoed the findings of the Gaither Report. The clear intent of the 
tract was to convince its readers of the necessity of increased military 
spending in view of the Soviet's growing technological superiority, which 
it claimed to be demonstrated by the Sputniks and their presumed ICBM 
lead. The statement also sought to persuade its readers of America's eco
nomic ability to "afford what we have to afford." 104 The report pointedly 
argued for the role of "c ivilian economizers" in defense planning, and for 
the need to reorganize decisionmaking within the Department of Defense 
a long the lines of " rational and efficient" defense management.105 Taking 
a leaf from RAND's economics chief Charles Hitch's studies of defense 
economics, the report emphasized the need for rational decisions and ra
tional choices in defense management; promoted "maximiz[ing] our mil
itary capability to achieve national objectives" ;  advocated "rational tech
niques for making good choices of defense strategy and management" ;  
and anticipated the planning-programming method of budgeting. 106 
Thus, in addition to a massive defense buildup, the CED policy statement 
called for a wholesale restructuring of decisionmaking practices within 
DOD on the premise that civilian defense experts could rationally man
age defense resources better than military commanders. 

There was a lull in public interest in the missile gap for much of 
1958 . 107 In May 1 958 ,  RAND strategist Albert Wohlstetter was invited 
to speak at the Council of Foreign Relations in New York. 1 08 In Septem
ber he was selected to serve as deputy chief scientist in charge of a dele
gation of 1 05 scientists and strategy experts to Geneva negotiations on re
ducing the dangers of surprise attack. While not notable for their success, 
these meetings helped further Wohlstetter's career and those of other 
RAND defense rationalists who managed to place themselves in the na
tional spotlight. 109 In January 1 959, Wohlstetter published his well
known article "The Delicate Balance of Terror" in Foreign Affairs, 
reigniting concern over the missile gap and U.S. vulnerability to surprise 
Soviet attack. Presidential contender John F. Kennedy, who had earlier 
made speeches capitalizing on Eisenhower's national security weakness, 
ignored the gap in the late-spring Democratic primary election. In Au
gust, however, he geared up his campaign by touting Republican weak
ness in the face of the Soviet threat and missile gap. Wohlstetter and fel
low RANDites participated eagerly as Kennedy speechwriter Theodore 
Sorenson worked their views in campaign speeches. 1 10 Republican candi
date and vice president Richard Nixon was unable to respond effectively 
because President Eisenhower refused to let him reveal the secret intelli
gence that formed the basis of his confidence in America's military pr�
paredness. Kennedy's successful exploitation of the missile gap theme In 
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the election i s consistently cited as a crucial factor in his victory. t t l  

Despite the exposure of the U-2 spy flights, Eisenhower's secret source, 
in May of 1 960 when the Soviets shot down a plane, Eisenhower had de
cided to remain silent about his knowledge of Soviet military capabilities 
at the peril of his own reputation, and a Democratic election victory, most 
likely because the veil of uncertainty over Soviet capabilities reassured the 
Russians. 1 1 2 As he stepped down from office and bade farewell to the 
American people, he pointedly warned of the encroachment on public de
cisionmaking procedures by a "military-industrial complex," etching his 
famous phrase into public consciousness. He further warned that "pub
lic policy could itself become captive of a scientific technological elite." In 
this remark, Eisenhower was likely referring to the Gaither committee, 
which had gained a life of its own in American strategic history. 1 u Indeed, 
whereas Eisenhower had been alarmed at the steady increases in estima
tion of the potential damages of nuclear weaponry that could be delivered 
and sustained by both sides during his years in office, and had committed 
his administration to a policy of disarmament and to reducing the chances 
of fighting a nuclear war, the legacy of the Gaither Report's "Deterrence 
and Survival in a Nuclear Age," and of RAND's strategic agenda was to 
render nuclear war as thinkable, fightable, and survivable. A second 
legacy :vas about to rock the Pentagon, as Kennedy's victory landed key 
RANDttes powerful positions in DOD. These RAND alumni carried the 
firm commitment to reorganizing decisionmaking procedures within the 
Pentagon along the lines of rational defense management strategies de
veloped at RAND and ushered into the high councils of government a 
new science of policy analysis. 

Implementation-Rational Defense Management 

President-elect Kennedy's choice of Robert S. McNamara to serve as his 
secretary of defense, after McNamara had assumed the presidency of 
Ford Motor Company one day following the election, completed the net
Work of connections initiated by the early alliance of RAND and Henry 
For?'s foundation. The al liance of Henry Ford II, his philanthropic or
ganization and its chairman H. Rowan Gaither Jr., Gaither's RAND comratriots, as well as a business constit�ency represented by Robert A. 
ovett, John ]. McCloy, and the Committee for Economic Development 

Were united in their objectives. They promoted massive defense expendi� 
tures and a plan wholly to reorganize decisionmaking procedures within 
the Department of Defense by vesting a new policy elite whose authority 
Would derive from the supposed objectivity of rational policy analysis. 
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McNamara, a protege of both Henry Ford II and Robert Lovett, served as 
the point man to implement the set of strategic policies and management 
methods that had been under development at RAND for a decade. 

McNamara's style and resume appealed to Kennedy for a number of rea
sons: He was a Republican, which would help reduce partisan criticism of 
Kennedy's foreign and defense policies; he was Ivy League and enjoyed ra�
port with academics; he bristled with quantitative reasonin� and econom1

.c 
efficiency, which fit Kennedy's image; and he was imbued w1th youthful VI

tality and vigor. Most important, he came to Kennedy on the recommen
dation of Robert A. Lovett, the prominent financier on the Gaither panel, 
who had followed McNamara's career ever since his fledgling steps with 
the Army Air Force's Statistical Control during World War 11 . 1 1 4 

McNamara's condition for accepting office was to have complete au
tonomy and control over all decisions affecting DOD. As a mid-level ex
ecutive at Ford, McNamara had subscribed to Henry Ford II's modern, 
rational management program and had implemented centralized financial 
planning and control. Two tenets encapsulated McNamara's manage
ment philosophy. He believed that " [m]anagement is the gate through 
which social, political and economic and technological change . . .  is ra
tionally and effectively spread through society," and that "running the 
Department of Defense is no different from running Ford Motor Com
pany or the Catholic Church ." 1 1 5 

Shortly after taking office, at his first press conference, reporters asked 
the new secretary about the missile gap. McNamara admitted that " if 
there was a gap, it's in our favor. " When McNamara's easy tongue came 
to Kennedy's attention, the president was quire d ispleased, suggesting 
that the continued public belief in the gap was important. At subsequent 
press conferences, McNamara would contradict his initial statement, 
maintaining the existence of a fallacious gap. 1 1 6 As 1 96 1  wore on, the be
lievability of the gap grew increasingly difficult to sustain, and by the 
year's end the gap had evaporated into the annals of history. 1 17 By 1 963 
it was out in the open that as of September 196 1 ,  the Soviets had only pr�
duced one-thirtieth of the missiles they had been forecast to have tn 

1 959 .m 
The missile gap, while ultimately having a l l  the substance of t.

he 
Cheshire Cat, nonetheless left as its legacy an indelible toothy gnn. 
Whereas the purported gap gradually disappeared between 1 957 and 
1 963 the manufactured fear of Soviet military superiority served as the 
ratio�ale to initiate an unprecedented peacetime armaments buildup. The 
ironic legacy of the "gap," once the U.S. weapons program got underway, 
was an American ICBM advantage of at least 15 to 1 .  The Kennedy ad-
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ministra.tion, on McNamara 's initiative, presided over the largest peace
time build up of the armed forces in American history, with the annual 
military budget rising from $4 1 billion in 1961 to $49 bill ion in 1 962 and 
$54.3 billion in 1963 .m Despite the initial American advantage in mis
siles, within his first year of office McNamara increased the number of Po
laris s�bmarin�s from Eisenhower's six to a force of forty-one carrying 
656 m1ssdes. Smce submarines could move about the ocean undetected 
and provided a guarantee of a surviving deterrent in the eventuality of � 
Soviet fi�st. 

strike, a small Polaris force had satisfied those in favor of a pol
icy of mm1mum deterrent. But McNamara took his advice from RAND 
strategists who advocated a devastating second-strike counterforce policy 
that depended on the more accurately guided, land-based ICBMs. Thus, 
McNamara also doubled the production of intercontinental Minuteman 
missiles . Whereas Eisenhower had planned to have only forty Atlas mis
siles in addition to the six Polaris subs, by the end of their first year in 
office, McNamara and Kennedy were building the U.S. arsenal up to 
1,856 missiles, at a time when most contemporary intelligence reported 
that the Soviets had at most fifty to one hundred missiles. Counting 
manned bombers, by 1967 McNamara planned to have 3,455 nuclear 
';arheads aimed at the Soviet Union . 1 20 This massive arms build up con
tmued throughout the 1 960s, resulting in the doubling of the defense ?udget between 1 96 1  and 1 968, with a staggering 56 percent of the funds 
m the 1 9

.69 federal budget-10 percent of America's gross national prod
uct-gomg to the military. 12 1 

. McNamara assumed the position of secretary of defense with the viSJ�� of cutting through bureaucratic red tape and streamlining traditional 
m1htary modus operandi. His determination to apply rational management techniques was matched only by his ambition for total control. During McNamara's tenure in the Pentagon, rational management and absolute central control went hand in hand. McNamara's changes in procedure had the effect of radically shifting the locus of authority from 0.fficers ranging the chain of command throughout the services to the 
�tngle figure of the secretary of defense himself, a man with no prior millta

.
ry experience who had contempt for military traditions. This de facto shift. in power paralleled a shift in the principle grounding legitimate auth?�Ity: instead of relying on the experience and judgment of seasoned IDI
.ht�ry officers who had been tested in the crucible of battle, the new ?n�c1ple of authority was anchored in claims of scientific rigor and obJective calculation. McNamara's takeover of the defense establishment w�� all or nothing; he did not deign to share decisionmaking power with lllihtary men, but rather sought to dictate decisions to them. Samuel 
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Huntington captured the essence of the McNamara revolution in military 

management as it unfurled. Looking ahead to McNamara's suc
.
c�ss, 

Huntington observed that " strategic programs, l ike other maJor p�hC!es, 

are not [yet] the product of expert p lanners, who rationally determme the 

actions necessary to achieve desired goals . They are the result of �ontr?

versy, negotiation, and bargaining among officials and groups wtth dif

ferent interests and perspectives." 1 22 

As appealing as it is to credit McNamara and his zeal for power w.
ith 

the rational management takeover of the Department of Defense, whtch 

"sparked an intellectual revolution that changed American policy making 

and public life," this attribution shifts attention away from a more �er

vasive and interesting pattern of operational forces that underlay the Im

plementation of a top-down, centralized decision procedure of " manage

rial . . .  control and command" within the Pentagon. I23 Although it was 

McNamara who facilitated the total restructuring of DOD, he did so by 

acting as a gatekeeper for the wholesale importation of a defense man

agement infrastructure that had been under design for more than a de

cade at RAND. One can only marvel that the rational defense strategists 

installed under McNamara brought to Washington precisely what H. 

Rowan Gaither had first envisioned as the goal of philanthropy: a profes

sional elite, with its own set of practices and standards, that would ob-

jectively decide difficult questions of policy affecting the nati.
on. . 

McNamara, who knew nothing of military matters, studted up m the 

few days before taking office. He was introduced to RANDites Charles 

Hitch's and Roland McKean's The Economics of Defense in the Nuclear 

Age, 124 whose plan for rational defense management struck a ch�rd wit� 
the new secretary. McNamara met with Hitch in December and tmmedt

ately proposed that Hitch serve as DOD comptroller. Hitch wa� the �rst 

of an influx of RAND appointments under McNamara. The mcommg 

secretary, who was not studied in military matters such as weapons sys

tems or strategy, found in RAND researchers like-minded individuals, 

similarly committed to rational analysis, who could provide him with the 

counsel and methods he required to run the defense establishment. The 

list of RAND appointments would grow to include Alain Enthoven, 

Henry Rowen, Thomas Schelling, William Niskanen, Daniel Ellsberg, 

James R. Schlesinger, Bruno Augenstein, and Frank Trink!. Many other 

RANDites would work with the secretary of defense in contracts set up 

through his office. William Kaufmann advised McNamara and wrote 

speeches for him. In short, RAND alumni suited McNamara's style ?f 

quantitative analysis and became his closest associates in a world of mil

itary men whom he held in contempt. 1 25 McNamara also worked closely 
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with the Gaither Report's author, Paul Nitze, whom he appointed as as
sistant secretary of defense for International Security Affairs. 

Alain Enthoven, who had risen to prominence on the wings of Albert 
Wohlstetter's SAC vulnerability conjecture, became one of McNamara's 
most trusted appointees. McNamara was captivated by RAND's promise 
of decision theoretic tools and management techniques, and he created 
the Office of Systems Analysis, which Enthoven directed as an assistant 
secretary. 126 In an action that would end up forever changing U.S. gov
ernmental policymaking practices and that prepared the way for the 
dawning of a new era of policy analysis, RAND's "systems analysis" be
came an ?ffic.

ial designation. Although in practice no more clearly defined 
than dunng tts RAND days, this new status signified the de facto accep
tance of RAND's notion of "systems analysis" as a credible method for 
reaching decisions in complex matters of logistics, weapons procurement 
and military strategy. 127 However, as was always the case with RAND's 
decision technologies, their use proved to be inseparable from the politics 
of control. ln the years ahead, Enthoven's office would oversee all of 
DOD's systems analysis studies. As one example of the range of author
ity this office carried under McNamara, Enthoven headed a team of eight
een analysts who were charged by the secretary with the task of rethink
ing all of the Army's standard operating procedures, even down to the 
level of two-man well-digging detachments. 1 28 Just as workers, foremen 
and engineers had been shut out of decisionmaking at the Ford Moto; �om�any, so frontline military personnel lost autonomy over local deci
stons m accord with the rationale that analysts with equations could make 
large- and small-scale decisions better than men in the field. McNamara's 
consistent pattern was to place civilian defense analysts in positions of au
thority over high-ranking military officers. For example, he put the for
mer RAND economist William Gorham in charge of a military pay sched
ule study, making as Gorham's subordinates several senior generals. Even 
though Gorham's study resulted in the largest pay increases in the history 
of. the armed services, McNamara's management procedures continually 
ahenated the military. J 29 

��Namara's takeover of the Pentagon was made possible by the set of 
declston-theoretic and management tools supplied to him by RAND staff. 
He brought with him the commitment to, and experience with, rational 
management techniques he used at Ford. However managing the defense 
establishment required more specialized tools, such as those that RAND 
researchers had been contributing to throughout the 1 950s. 1 30 Thus the 
co f M 

, 

I
re. o cNamara's management tools were developed by RAND, in-

c udmg systems analysis, cost-effectiveness (or cost-benefit) analysis, and 
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Planning-Programming-Budgeting. 1 3 1  The Planning-Programming-Bud
geting System, which was foreshadowed in both the secret Gaither Report 
and the public Committee for Economic Development policy statements, 
was the centerpiece of McNamara's summary transfer of authority from 
uniformed officers to himself and his cadre of civilian defense rationalists. 
McNamara in effect functioned as point man for a plan to place the forty
plus billion dollar defense establishment into the hands of civilian leader
ship, tied more closely to the business community's interests than to mil-
itary imperatives. 

At the Senate hearings to confirm McNamara's nomination of Charles 
Hitch to the powerful position of DOD comptroller, legislators expressed 
incredulity at placing the DOD into the hands of men with little military 
experience and, in the case of Charles Hitch, no prior budgeting experi
ence. This concern was best articulated by Senator Bridges, who re
marked: " [I ]t seems to me very peculiar that th is new administration 
should pick out a man like yourself, with no experience and background, 
for this job . . . .  [O]ne of the things that has troubled me and many other 
people is that you were selected for this particular spot." 1 32 Despite such 
concerns, Hitch was confirmed, and by the spring of 1 96 1  Secretary Mc
Namara assigned him the task of installing RAND's Planning-Program
ming-Budgeting System throughout the DOD within four months. This 
was a challenging order for which Hitch required the help of David 
Novick . Thus one of three contracts to RAND from the office of the sec
retary of defense was for Novick and a sizeable RAND team to implement 
the new budgeting system. 1 03 

That system, officially designated as "PPBS," was characterized by 
three interlocking features. One was an emphasis on "planning," or as
sociating the budgeting function with the planning function such that 
budget formation became a decisionmaker's tool for creating policy. 
Achieving this association required changing the categories according 
to which the defense budget was traditionally prepared, so that instead 
of being ordered according to broad categories such as manpower and 
construction, the budget was organized by program functions that the 
military fulfilled, such as "Strategic Retaliatory Forces, " and "General 
Purpose Forces." 1 34 The recategorization of budget items permitted the 
associating of "inputs " with "outputs, "  so that programs would be 
amenable to cost-effectiveness studies. This direct linkage of strategy and 
budgeting represented a major change in military organization, effectively 
shifting the j urisdiction for strategy and operations from military officers 
to civilian policy analysts .u5 

The use of systems analysis represents the second significant feature of 
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PPBS. Alain Enthoven's Systems Analysis Office, which would grow to 
have a staff of 1 30, had the responsibility for preparing cost-effectiveness 
studies on all potential budget items so that Secretary McNamara could 
base his decisions on objective, quantitative assessments of the military 
worth of various proposals. Instead of year-to-year budgets, costs and po
tential financial outlays were estimated for longer periods of five years. 

Finally, as the Gaither and CED policy statements strongly urged, 
budget ceilings were removed so that defense planners could stipulate 
their perception of national security needs without the annoying con
straint of working within the guidelines of appropriations decreed by 
Congress. The Gaither Report, the CED policy statement, Hitch's and 
McKean's The Economics of Defense, and McNamara were agreed on in
verting the policy process: instead of fiscal appropriations being handed 
down from Congress to meet operational needs, defense planners would 
articulate their needs using presumptively objective and thus incontro
vertible cost-effectiveness studies. Instead of Congress' determining how 
much national security the nation could afford, national defense impera
tives should determine defense allocations on the principle that " there . . .  
[be] no presumption that the defense budget is now, or should be, near 
any immovable upper limit." Hitch and McKean further authoritatively 
observed that " [a]s far as physical and economic feasibility is concerned, 
national security expenditures could be raised . . .  by, say, $30 billion 
per year." 1 36 

The authority for this bold restructuring came from the supposed sci
entific rigor promised by such a budgetary process. Enthoven, in his ca
pacity as assistant secretary of defense for systems analysis, frequently lec
tured at the nation's war colleges on the new PPBS and systems analysis 
approach to defense planning. As part of his presentation, he would make 
the following points: 

"S 

( 1 )  Systems Analysis is a reasoned approach to  problems of  decision, ac
curately described as  "quantitative common sense." 

(2) Systems Analysis is an application of scientific method, using that term 
in its broadest sense. 

(3) There are limitations in the application of Systems Analysis, although 
these have often been overstated. 137 

Ystems analysis," while in practice no less vague than during its RAND days, was constantly promoted by advocates as a "scientific" means of reaching difficult policy judgments. Charles Hitch also spoke publicly on t?e advantages of the new "management techniques" that aided deciSionmakers in " achieving realistic, balanced, rational plans. " 1 38 For ana-
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lysts and some policymakers, PPBS and systems analysis off�red the 
promise that " [m]any significant decisions on resource allocation 
[could] be rational, objective, quantitative, depersonalized, de-bureau
cratized, [and] de-politicized." 1 39 McNamara's management dev1�e ca�
ried authority precisely because its practitioners wielded an epistemte 
edge afforded them by their claims to scientific method. 

Whereas even Comptroller Hitch was quick to acknowledge that the 
"whole [PPBS-systems analysis] systems seems to be singularly plag.

u�d 
by terminological confusion," consensus on the imp.act of PPBS b.y 

cnncs 
and proponents alike was unequivocal: it dra�ancally ce�t.rahz�d de
cisionmaking in DOD, squarely placing authonty for decisions m the 
hands of Secretary McNamara . 140 Thomas Schelling, a high-profile 
RAND alumni who worked under the secretary, told the Senate that 
" budgetary processes are a means of control. Secret�ry McNama�a surely 
did not use PPBS . . .  merely to cut waste and to Improve efficiency or 
to save money. He took advantage of his central role in the defense-budg
eting process to exercise what he believed to be his aut?ority over m.

ilitary 
policy." 141 PPBS worked to centralize and consolidate . �

uthonty by 
eliminating discussion over policies and procurement deCisiOns, and by 
presenting budgetary information to McNamara in such a form that he 
could rapidly make decisions about any financial outlay of more than $20 
million. 

In the turf battle for control over the U.S. armed forces, the civilian de-
fense rationalists won a decisive victory. Power for strategic weapons pro
curement decisions was shifted from the joint chiefs to the DOD secretary 
and his "whiz kids" administrators. Outside observers were clear that the 
centralization of power into the hands of the civilian administrat

.
ors ?ad 

been both the intention behind and the result of the RAND-msp1red 
budgeting system. 1 42 Furthermore, it was also clear that the means by 
which authority was shifted was through the epistemic leverage afforded 
by supposedly scientific cost-effectiveness analysis. One 

.
observe: �?ted 

how the new decisionmaking methods shifted power not JUSt to CIVIlians, 
but to a particularly trained policy elite: 

[T]he more distinctive features of PPBS . . .  [such as] the application of cost

benefit studies to budgetary decision, the analysis of alternative programs, 

and the consideration of tradeoffs . . .  relied upon esoteric knowledge and 

techniques not immediately familiar military officers or "traditional" bud

geteers. Thus PPBS in Defense had the effect of shifting influence and power 

not alone upward from the military services to the Secretary of Defense but 

also to different kinds of specialists, i .e . ,  particular kinds of economic ana-

lysts . 1 43 
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PBBS worked to establish a hierarchical and centralized decision proce
dure ?f "managerial . . .  control and command" within the Pentagon. It 
funct�oned by establishing the parameters of all discussions through the 
oversight of Enthoven's Office of Systems Analysis, and by presenting 
bud�etary proposa �s in such a fashion that McNamara had unitary au
chanty over all decisions. 

Whereas it is easy as to be distracted with the appearance that McNa
mara and the defense rationalists were proponents of civilian control over 
the U.S. armed forces, it is necessary to recall that arguments for such au
thority are based on the premise that legitimate military authority be 
grante

.
d t� serve the ends of representative government and to uphold the 

ConstitutiOn. The new policy elite were altering the rules such that au
thority over military procurement, strategy, and operations would be in the 
hands of "objective" policy analysts, removed from democratic politics. 

McNamara initiated the most dramatic and forceful showdown with 
military leaders within his first months of taking office. He launched his 
campa.

ign for greater efficiency in the military with his proposal to build 
one .

kmd of tactical 
.fighter to satisfy divergent Air Force and Navy 

speCificatiOns, prom1smg that this move to "commonality" would save 
the nation $ 1  billion. Military commanders were aghast when McNa
mara, who had no engineering training or mechanical background, over
rul�d expert engineering judgment and concluded that having one aircraft 
des1?n serve. two conflicting functions was technically feasible and prag
maticall! WISe. The Air Force required a highly maneuverable, high
bo�b-yield plane capable of intercontinental flight and supersonic low
altitude dashes to evade Soviet radar detectors on bombing raids. The 
Navy ha

.
d little interest in the TFX tactical fighter because it required a 

slower, lighter, lower-performance aircraft to loiter around, land on, and 
be stored on aircraft carriers. An unprecedented four-stage bidding pro
cess ensued, with the field narrowed to Seattle-based Boeing and Forth Worth's General Dynamics after the first round. Finally, on November 22, 
1.962, the largest procurement contract in American history, valued ini
tially at $6 billion dollars, was handed to the beleaguered Texas company. McNamara had forced the outcome, despite the fact that the military had selected the Boeing model at each stage of the bidding process and despite th� unanimous opposition of the joint chiefs, including General LeMay, C�Ief of staff of the Air Force; ten assorted generals and admirals of the Air Council; General Walter C. Sweeney of the Tactical Air Command· �eneral Mark E. Bradley of Logistics Comma�d; Lieutenant General ernard Schnever of Systems Command; Admiral Anderson, chief of naval operations; Admiral William E. Ellis, assistant chief of naval oper-
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ations for Air; Rear Admiral Kleber S. Masterson, Bureau of Weapons; 
and five general and flag officers representing the Source Selection Board. 
McNamara's sole authority in h is showdown with the military's top brass 
was conferred by his use of presumptively scientific cost-effectiveness 
studies. It was widely reported that the TFX project was "the showcase 
of . . .  [McNamara's) cost-effectiveness program," and that the TFX de
cision represented McNamara's "way to drive home his concept of 'value 
engineering' in the tradition-encrusted procurement system of the U.S. 
armed services. '' 144 

However, McNamara's flagship for cost-effectiveness and efficiency in 
the nation's military establishment left many questions unanswered
most significantly, what analysis did the secretary use to reach his TFX 
decision? Congressman John L. McClelland's subcommittee of the Gov
ernment Operations Committee of the U.S. Senate launched an investiga
tion on February 26, 1 963 that continued until President Kennedy's as
sassination. In testimony that filled over twenty-five hundred pages of 
transcript, legislators labored to get to the bottom of the TFX decision. 

At first Secretary McNamara and his civilian secretaries Eugene M. 
Zuckert and Fred Korth of the Air Force and Navy relied on a memoran
dum they had prepared a fter reaching the decision to explain their ra
tionale. This document, which not only contained numerical errors but 
a lso claimed to have relied on a decision procedure that senators could 
only conclude was "a little ridiculous," was soon repudiated by the sec
retaries as they scrambled to construct a more credible, ex post facto ac
count of their decisionmaking. 145 They began arguing their case afresh, 
offering new explanations and submitting new documents not relevant to 
the original decision. 

After months of questioning and painstaking concentration on count
less details regarding airplane construction and the contracting process, 
the senators learned that Secretary Zuckert had reviewed the military's 
Source Selection Board recommendation and evaluation and had deter
mined that the board had rested its decision on criteria that he deemed to 
be of only secondary significance. Whereas the military had concentrated 
on performance attributes of the plane designs to gain a winning edge 
in battle, Zuckert, at McNamara's behest, emphasized commonality of 
the Air Force and Navy versions of the TFX, less demanding techno
logical innovation, and cost-realism. In reviewing the Air Force's assess
ment of the costs of the two fighters, Zuckert felt that the General Dy
namic's proposed bid of $5, 803,500,000 was more "realistic" than 
Boeing's $5,387,500,000. 146 

Zuckert had first briefly met with Navy Secretary Korth. Korth, it be-
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came ev�dent in  t�stimony, :V�s utterly ignorant about aircraft design and 
the deta1ls on whJCh the deCJswn had hinged; he had deferred to Zuckert's 
judgment. 147 It was subsequently revealed that Secretary Korth was from 
Forth Worth, Texas, and when it was disclosed in the hearings that he had 
engaged in active dia

_
logue with the Forth Worth business community as 

secretary, and that his bank had loaned General Dynamics' Fort Worth 
plant four hundred thousand dollars, he was forced to resign in fall of 
L963_ - '48 Zucke�t had next presented his case to McNamara. Jointly, they 
dismisse

_
d th� Air �orce's internal cost analyses of the General Dynamics 

and Boemg bids, Without so much as a back-of-an-envelope calculation of 
their o�n. T�is dismissal, on which the contract seemed to hinge, became 
the object of mtense scrutiny, since the Air Force cost analysts had put in 
twe�ty-se�en _thousand _man hours devising their estimates. 149 Ultimately 
the I_nvesngatmg committee was led to conclude, as McNamara himself 
admitted, that the TFX decision rested on "rough judgments. "  1 so In 1 963 
Congressmen �ould only sus�ect what history would confirm. The Navy 
later can�eled Its contract with General Dynamics in 1 968 ,  and the Air 
Force ultimately obtained only six hundred of the originally contracted �e�ty-four hundred planes, at a cost of $22 million each instead of the 
mlt!ally proposed $2.8 million. 

Obviously, despite the fancy footwork and claims of superior analytic 
tec��1ques, the TFX decision was more about cutting the military out of 
deCJswns than It was about careful and rigorous analysis. 's 1 Documents 
from Augus,t ?f 1 962, prior to the final_ contract bidding round, indicate 
Mc_Namara s mtent to change the established Source Selection Board eval
uati�n process so that his office would carry full and unquestionable au�honty 

_
over decisions. 1 52 The established procedure was highly decentral

�zed, With officers from all levels of the chain of command voicing input 
mto the evaluations. McNamara objected to the tendency of the top com
m�nd to, in his mind, "rubber stamp" the Source Board recommendations 
Without performing independent analysis. However, in changing the role 
?f t�e Source Selection Board to a nominal advisory function, McNamara 
I�dicat�d that he was not interested in reaching decisions through fuller 
discussions aimed at eliciting varying opinions. After all, he had not held 
?ne single meeting with the Joint Chiefs of Staff to question their reason
Ing; McNamara simply wanted to alter the decision procedure so that the 
secretary's office alone had authority. This meant that in major decisions 
affecting the U.S. armed services, the experience and j udgment of military 
��� . " l  0 . b . was m_

consequentia .
" nee agam, !"1cNamara acknowledged a 

I 
Usmess constituency first: mstead of holdmg discussions with military 
eaders, he established the Defense Industry Alliance Counsel (DIAC) 



68 Chapter One 

through which executives of contracting firms helped the DOD secrerar_r 

redraft the procurement process so that it would be amenable to the bust-

ness community's interests. 1 53 
In later Senate hearings, Alain Enthoven would testify that the PPBS 

system had little, even nothing, to do with the TFX decision. 154 However, 

in other decisions in which the PPBS procedure was used, such as Skybolt 

and "the purchase of a $277 million oil-fueled aircraft carrier [the John 

F. Kennedy] that was obsolete before it was launched," 155 the pattern was 

the same: McNamara and his civilian defense rationalists would reach 

conclusions without holding discussions with the various parties in

volved, and consistently touted their rigorous cost-effectiveness analysis 

as providing them with rationale for their decisions. The PPBS and sys

tems analysis process a ltered the rules, permitting the analysts to set the 

terms of discussion, maintain control over the forum, and impose deci

sions. Thus, when Admiral Hyman G. Rickover attempted to challenge 

McNamara's rejection of the Navy's proposal to build nuclear-powered 

aircraft carriers, he was forced to first challenge the cost-effectiveness 

method itself. 1 56 Just as with the TFX decision, senators ultimately con

c luded that McNamara's choice had rested on unsubstantiated judgment. 

However in each case the decision had already been accorded authority, 

and lives 
'
and budgets both were already affected. 

In August of 1 965, President Lyndon B. Johnson would man�ate th�t 

PPBS become standard operating procedure in a l l  federal agenctes. Thts 

sweeping institutional success of RAND's budgeting system, designed to 

facil itate top-down management, triggered public debate over the goals 

and efficacy of the system. Just as H. Rowan Gaither Jr.'s original vision 

for " el iminating politics from decision making" seemed on the verge of 

becoming government status quo nationwide, senators found themselves 

asking, "Does PPBS provide a wholly rational basis for decis!on-maki�g? 

Have we arrived at a technocratic utopia where j udgment IS a machme 

product? " 1 57 As Congress was keen to emphasize, a vital characteristic �f 

democracy is that a people be governed by reasoned argument
.
atwn Ill 

which citizens participate, directly or through elected representatives. �ut 

the new technologies of social management filtering into federal agen�tes 

from the Pentagon had an entirely different logic and looked to the clan�s 

of science, objectivity, and expertise to obviate the legislative, democratiC 

process. In Senate hearings investigating the budgeting procedure in 1 968 

it was apparent that " [s ]ome advocates of PPB[S] express regret that .
the 

results of this budgetary approach must be subject to legislative revteW 

and decision on the ground that such review introduces what they regard 
' ' f 

as elements of 'politics' in what would otherwise be a 'rational process o 
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decision-making. " 1 58 Frederick C. Mosher, a political scientist at the Uni
versity of California, Berkeley, also was concerned by "the ignoring of, or 
less generously, contempt for, democratic val ues and processes." He 
found that virtually al l  the proponents of PPBS disregarded "the execu
tive and legislative processes of review and decision," and regarded " [t]he 
President and Congress . . .  as enemies of rationa lity." He lambasted the 
"technocratic and authoritarian l anguage" espoused by PPBS supporters, 
and concluded: 

At no point does one gain the impression that the budget process is a "due 
process" of administration wherein the facts, the analyses, the interests, the 
politics and the prejudices of people enter. Much of the literature of PPBS 
resembles that of the technocrats of the thirties; its aim seems to be to elim
inate politics from decisionmaking. L '" 

The new decision techniques replaced the traditional approach in 
which persons of equal status reached decisions in open discussion with 
the idea that trained analysts should provide l eaders with studies of how 
efficacious various policy proposals would be in meeting "objective" na-
. l I 16o S tiOna goa s. enators were not reassured by the great secrecy that PPBS 

advocates thought mandatory for the "Program Memorandum " the an
alytical ly prepared budget proposals on which agency executi�es acted. 
PPBS proponents argued that secrecy and anonymity were essential to 
maintaining the impartiality of the cost-effectiveness studies.1 6 1 Further
more, senators were skeptical of the zeal with which PPBS was presented 
�s the panacea for a l l  of society's i l ls and complexities. President Johnson 
mtroduced PPBS to Americans with the promise that it could " [i]dentify 
our natiOnal goals with precision," and that it would enable " us . . .  [to] 
[c]h�ose among those goals the ones that are the most urgent. " 1 62 The 
president also proposed that the new system could aid in understanding 
"h ow . . .  we [can] best help an underprivileged chil d  break out of pov-
erty and become a productive citizen. "  163 Alain Enthoven stressed that 
"Systems Analysis can be applied to the problems of State and local gov
ern_ment, including programs for social welfare. " 164 In a compilation of 
arttcles assembled by RAND's David Novick, the architect of PPBS, au
thors advanced the idea that "the program budget is a neutral tool .  It has 
no politics. " 165 Other authors refer to the political process as comprised 
of "h h d 

. 
ap azar acts . . .  unresponsive to a planned analysis of the needs of 

efficient decision design," which obstruct "future planning for a ration
ally ordered program budget." 166 
. Congressmen and scholars shared in the optimism that the new deci

Sion techniques could aid policymakers in reaching conclusions. 167 Crit-
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ics did not contend that quantitative analysis evaluating policy alterna
tives was inherently bad or useless. Instead, they were wary of th

_
e propo

nents' either naive or self-serving view that these procedures did not m 
themselves represent a reconstitution of political power,

_ 
effectiv�ly con

centrating it into the hands of analysts and agency e�ecunves seekmg cen
tralized control. Mosher observes that " the potential effects of PPBS on 
power distribution within the government are surely as important as the 
technical improvement which are hoped for. " 168 A�ron

_ 
Wildavsky, an

other astute observer noted that " [p]rogram budgetmg IS a form of sys
tems analysis that att�mpts to break out of the confines . . .  [of] exi

_
sting 

governmental policies . . .  [and] the general decision-making machmery 
of the political system." He also found that " [n]ot everyone w�uld go 
along with the most far-reaching implications of program budgetmg · . .  
but the RAND Corporation version, presumably exported fro� t�e De
fense Department, definitely does include 'instituti�n�l r�o�gamzatwn to 
bring relevant administrative functions under the JUnsdictlon of the au-

h fi I d . . ' "  1 69 thority making t e na program 
. 
eClstan. 

. 
, . . 

. PPBS conceived at RAND, reahzed H.  Rowan Gaither Jr. s ongmal vi
sion of � nonpolitical decision apparatus, handled by experts, to advise 
executives' policy formation. Secretary of Defense Robert S. �cNamara, 
a former midlevel manager at the Ford Motor Company swept mto power 
with the momentum of John F. Kennedy's successful exploitation of a 
fictitious missile gap, brought to the Pentagon the budgeting system _an� 
its practitioners. After helping McNamara achieve control over �menca

_
s 

defense establishment, PPBS gained currency throughout Amencan soc�
ety when instituted as part of President Lyndon B. Johnson's Great Soc�
ety programs; the promise of top-down control appealed t� Johnson s 
sense of how to govern. By the end of the 1 960s, the bluepnn� for a ra
tionally managed society was at odds with America's den:ocratlc founda
tions of legislative politics. Two positions were starkly delmeate

,
?. �he de,: fense rationalists cum policy analysts staunchly advocated a ratwnal 

means for reaching public decisions based on scientific rigor
_ 
a�d

. 
objec

tive analysis, claiming that PPBS would identify national pnorltle_s and 
the best policies to achieve themY0 Opposed to this confidence m the 
power of rational analysis alone to remove politics from j�dgment, con
gressmen and academics countered that whereas systematic study might 
yield helpful information to decisionmakers, the PPBS system

_ 
as d_

e
scribed and instituted by its advocates contradicted the democratiC poh�
ical process and led to a centralization of executive judgments. This cn
tique on the part of some congressional leaders and s�holars faded, 
however, as the force behind the rational analysts established the neW 
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decision technologies a s  part o f  the nation's intellectual and institutional endowment. 

Stabilization of a Knowledge Production Regime 
PPBS required tremendous institutional infrastructure. This was especially the case after 1 965, when President Johnson mandated that PPBS become the standard operating procedure in all federal agencies. The sam_e techni_q�es u�ed in the Pentagon were advocated for the smooth operatwn of Civil society. Johnson's programs of the Great Society and War on Poverty _

proved t� be fer�ile ground for proliferating the burgeoning field of pohcy analysis. David Jardini convincingly argues that as social unrest simmered to the boiling point in the 1960s, Cold War decision technologies that had been developed and harnessed to fight an external adversary were turned inward, as the real threat to democracy was seen to be discontented citizens. 1 71 And the management techniques developed at RAND to stand off a nuclear-armed opponent could similarly be deployed to fight a war on poverty. As the 1 960s wore on, and as perceived threats on the national security front tapered off, consulting in the field of do�estic social welfare policy became a high-growth sector. RAND, which would ha_ve faced cut backs and institutional stagnation, led the way towar
_
d hon�ng the tools of rational policy analysis for the challenges of domestic pohcy. "Systems analysis" underwent a face-lift and reassu�ed its identity under the more vogue term "policy analysis ." m The basrc set of decision-theoretic tools developed at RAND in the 1 950s would serve as the new conceptual foundation for what would become the new field of "public policy,"  applicable to both domestic and foreign venues. 1 73 

. By the time PPBS was officially discontinued in federal bureaucracies �n 1 969 due to the lack of compatibility between its tendency to centralIZe authority as part of a top-down hierarchy and civilian agencies ' being una�customed to military-style regimentation, the RAND-style cost-eff�ctivene�s an�lysis had become central to numerous institutional practices. � drse1plmary revolution was already well underway: The new field of �o_hcy analysis had a specially trained elite corps of practitioners. Trammg programs were created for government staffers and curriculum at I d . b ' ea mg usiness schools was transformed to create marketable gradu-�tes with the appropriate decision-theoretic tools. These tools were the 
l "

allmar� �f the proliferating think tanks and consulting agencies. "PubIc Admmistration" schools were transformed into "Public Policy" pro-grams as the new curricula and practices became entrenched. The new 
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field of policy analysis was anchored by a conceptual foundation that 
would ground future thinking about legitimate policymaking practices 
and standards of fairness. 

The key to success of the dual conceptual and institutional revolution 
was that the new methods gained a de facto legitimacy before they had 
been tried and debated in any public forum. The decision technologies did 
not filter into mainstream practice from the world of academia, but were 
designed in a hands-on manner to revolutionize national security deci
sionmaking and to integrate budgeting with strategic planning in order to 
centralize control. Subsequently, as officials such as Secretary of Defense 
McNamara employed the RAND-PPBS system in order to exercise top
down control, and as practitioners were appointed to prestigious, influen
tial posts, the new decision tools that frontally challenged democratic leg
islative processes gained widespread currency. One example of this 
institutionalization of RAND's decision technologies is the DOD's inter
nal publication "Systems Analysis Southeast Asian Analysis Report," 
which was established and maintained during the Vietnam war. 1 74 

The de facto legitimacy acquired by systems analysis and RAND's pro
gram budgeting is contrary to the common understanding that accep
tance presupposes that legitimacy has already been established. With 
"scientific knowledge," or at the intersection of politics and processes of 
knowledge production, it is often believed that superior explanatory 
power is the criterion for successful promulgation. For example, in The 
Structural Transformation of the Public Sphere, Jurgen Habermas argues 
that growing belief in the right and capability of all men to participate in 
governance fueled the momentum behind the increasing franchise in nine
teenth-century Europe: an abstract theory of legitimate social practice 
served as a rationale that brought about its manifestation in material cul
ture. 1 75 A concept of legitimate governance served as the rationale an
choring the evolving practice of public sphere democracy. 

With the institutionalization of systems analysis and PPBS, and the 
subsequent development of the new discipline of policy analysis, the in
terplay of theoretical validity and successful promulgation were reversed: 
rational decision technologies gained legitimacy not on paper or in intel
lectual debate, but because they became institutionalized in practice and 
played the role of transferring authority, rationalizing ponderous deci
sions, and shaping the material reality of people's lives. McNamara's 
showdown with the Joint Chiefs of Staff hinged on his claim to superior 
judgment and normalized untested decision practices that in turn em
powered a new policy elite and shifted the basis of authority from multi
layered discussion throughout the military chain of command to his own 
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office and person. As the new decision technologies propagated in the 
programs of Johnson's Great Society, "policy analysis" became an ac
cepted manner of making foreign and domestic policy judgments. Con
gressional leaders could only question the legitimacy of the role the new 
policy tools had come to play after the fact; questions were raised after 
the decision technologies had already become normalized procedures 
with institutional capital and socially empowered advocates. 

This broad de facto legitimacy, which rational policy analysis main
tains to this day by virtue of its widespread institutional currency, can
not be isolated from the high academic standing it has come to achieve. 
Planning-Programming-Budgeting and cost-effectiveness analysis became 
confirmed as decisionmaking methods not because they demonstrated 
their credibility and worth, but because they became institutionalized as 
social practices carrying the weight of social decision. 176 When senators 
asked whether there had been any attempts to assess how effectively PPBS 
and systems analysis made decisions, Alain Enthoven, assistant secretary 
of defense who oversaw the Office of Systems Analysis, replied that this 
had never been attempted because it would cost too much and because 
the officers in question would be unable to attain the necessary objectiv
ity. As contemporary observers noted, the new analytic policy methods 
were popular because they carried weight in policy discussions. 1 77 Their 
authority seemed distinct from the voluminous studies themselves which 
most likely, few people ever read. 

' ' 

. 
The �stablishment of rational policy analysis as a knowledge produc

tiOn regtme followed a straightforward pattern. In a single stroke, PPBS 
and systems analysis gained an impressive institutional footing in the Pen
tagon. Because it was such a large organization, commanding more than 
half of the nation's federal budget and 10 percent of it gross national 
P_
r��uct by the end of the 1960s, and controlling the lives of 4 million 

ctvtltan and uniformed personnel, the RAND-incubated decision tech
nologies rapidly achieved authority over many lives and resources. 

Th� myriad and weighty decisions funneled through PPBS, especially 
wh

.en tt was instituted in the Bureau of the Budget, required echelons of 
tramed analysts. By 1968 the number of federal employees whose jobs ;er� devoted to PPBS had risen to over eight hundred. Senate hearings 
unn� the late 1960s made apparent the extreme shortages of such ap��o�nately trained staffers. According to Kenneth Mulligan of the U.S. 
lVIl Service Commission, the government was short by more than ten 

thousand people in the administrative-analysis area. Government training 
Programs were held for staff working with PPBS. Thousands of employ
ees took courses ranging from two-day seminars to nine-month courses 
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of university study. Economists with the appropriate background took 

leading roles. As Mosher observed, " [t]he new l�adership in federal _
budg

eting consisted of a . . .  special breed of economtsts . . .  equtpped wtt� ex

perience and training in the analysis of governmental programs . . .  gamed 

in the RAND Corporation." 178 Alain Enthoven found that graduates 

from business administration programs were more suited to analysis than 

were economics majors. In order to find qualified people, Comptroller 

General Elmer B. Staats worked with the deans of leading schools so that 

curriculum and training could meet the government's needs. Comptroller 

Staats testified in Senate hearings: 

We have made a very major effort to recruit good people. We have an edu

cator consultant panel which meets with us two or three nmes a year. Thts 

panel includes several deans of business schools. It also includes the dean of 

engineering ar Johns Hopkins, a represent�Hive of the field of pubhc admm

istration and so on. These people can help us relate our trammg programs 

to the changing curricula of the colleges and universities . They can help ac

quaint their own students with opportunities that would be presented tf 

they came with out organization. They can also help us on our own mter-

nal training program. 1 "" 

Thus, the institutionalization of PPBS and systems analysis directly a�
fected the curriculum of professional graduate programs. Harvard Um

versity's School of Business Administration was also caught up in t�e-�x

citement of the new decision technologies. Before assummg responstbthty 

at the Ford Motor Company, Robert McNamara had been on the faculty 

of Harvard's business school. During his tenure as secretary of defense, 

he inspired colloquiums at Harvard in which the new pol icy ideas were 

discussed. 
The pattern of interlocking RAND alumni care�rs we�ving in and out 

of government, consulting organizations, and umverstttes was another 

powerful factor in establishing a knowledge production regime. The most 

highly visible of thes� c�r�er path� were th
,�
se o� key al.u�mi ':ho

,
helpe� 

to bring about the disctphnary shift from pubhc admt?tstratwn of th_ 
1 940s and 1950s to "public policy," which had recogmzably replace.d tt 

by the mid-1 970s . 1 8° At Harvard, RAND alumnus Thomas Schelling, 

who had a joint appointment at Harvard's schools of government and 

business a long with his rational-choice oriented student Rtchard Ze.
ck· 

hauser led the movement for core curriculum reform and the reconsutu· 

tion of the old Graduate School of Public Administration under the ne� 

name of the Kennedy School of Government. At the University of �aid 
fornia, Berkeley, RAND and DO� alumn�s Will iam Nisk�nen �restd

r
:


over the establishment of the curnculum tor the new Publtc Poltcy P 
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gram. After �ssuming the presidency of RAND in 1 964, and pursuing the 
newly e�t�bhshed high �row�h area of domestic policy analysis, Henry S. 
Rowen JOmed Stanford s busmess school faculty and served as director of 
the _lJrban Management Program. 1 81 Alain Enthoven similarly j oined the 
busme�s . 

school fac�lty at Stanford. This set of career paths is only the 
most vtstble and eastest to articulate in the wider network of connections 
�hat �stablished rational decision technologies as a basic part of the Amer
tcan mtellectual endowment, and as the core idea set of the newly emer
gent field of public policy. 

T�e institutionalization of the rational decision technologies into the 
practiCes �f government, the birth of the discipline of public policy with 
cost-effectiveness m

.
odes of analysis as its core conceptual apparatus, and 

t�e professi�nahzatto? of a new policy elite realized Gaither's original vi
swn that philanthropies such as the Ford Foundation must support "(a ) 
work that will mfluence the polic ies or operations of other institutions on 
the widest possible scale, or (b )  work that will build up a new professional 
corps or a new system of techniques and operating standards." 1 82 The 
network o� �ontacts �ith whom Gaither worked and supported in his 
dual capaclt!�s as chair of RAND's board of trustees and first president 
an� later chatr of the Ford Foundation, ended up bringing about not j ust <?aJther's dream of far-reaching policy impact, but also establishing ra
tiOnal management techniques as part of the intellectual and institutional 
endowment of the United States. 

One �nal indication of the establishment of a regime of knowledge 
production results from the fact that despite the clear failure of rational �efense planning to prosecute the war in Vietnam, rational policy analy
SIS would go on to colomze a venue of global proportions. When in 1 968 a te.ary and emotionally embattled McNamara seemed incapable of en: 
dunn? the pressures of his office, his aides searched for a position of 
suffic · h . h h . ��n� presttge to w tc t e secretary of defense could retreat without �umthatton. Thus, upon his ignominious exit from DOD McNamara 
Immediately assumed the presidency of the World Bank, where over time the RAND-style, objective, cost-benefit strategy of policy formation 
Wo�l� become the universal status quo in development economics-a 
Posttwn i t  sti l l  holds today. 1 83 

'V" •rtually All Roads to Rational Choice Lead from RAND 
l'he rise of · 1 'h · h · · . 

. rattona c mce t eory m the soctal sctences, especially eco-nomics d l" . - 1 . - - b . . 
the 

w an P� ttiLa sctence, cannot . e constdered mdependently from 
orld of military strategy of the defense rationalists. In the 1 950s, the 
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phrase "rational choice" was used in reference to the
_ 
policy 

_
e�vironment 

in which RAND researchers attempted to base pohcy dec1s10ns on ra
tional and objective calculation. 1 84 The cadre of RAND defense econo
mists proceeded on to Washington under the designation of "defe�se ra
tionalists ." Leading figures in developing rational choice theory m the 
social sciences were also key contributors in the world of rational defense 
strategy, including Thomas Schelling, Howard Raiffa, Dun�an Luce, 
William Niskanen, Henry Rowen, Alain Enthoven, Herbert Simon, and 
Mancur Olson-all of whom spent time at RAND. Other crucial theo
reticians in the rational choice world who were less focused on national 
security concerns but were also associated with RAND include Kenneth 
Arrow, James Buchanan, Paul Samuelson, and Robert Solow. 

With the overlap of theoreticians who were both concerned with na
tional security and advocated rational choice theory, it is not surprising 
that the conceptual toolbox for rational choice theory was developed 
predominantly at RAND in the 1 950s. This toolbox contained rational 
decision analysis considering risk and uncertainty, and more important, 
game theory. In the late 1 940s and early 1950s, John Williams, head of 
RAND's mathematics division, avidly supported research into game the
ory because he and others, incorrectly, thought it promised great divi
dends for warfare.1 85 RAND researchers hoped to apply game theory to 
situations of nuclear strategy. Von Neumann and Morgenstern's Theory 
of Games and Economic Behavior, which gained no supporters among 
economists in the 1940s, served as a fruitful point of origin for a research 
community that emerged at RAND. 186 The innovation of game theory 
was its dependence on an axiomatically defined concept of human ra
tionality and a context in which two parties select strategies that enable 
them to maximize their expected utilities. It differs from neoclassical eco
nomic theory insofar as it models actors who strategically interact with 
each other instead of simply maximizing diminishing marginal utility per 
dollar spent without the presence of rational competitors. Von Neumann 
and Morgenstern developed the rational rules of engagement for a situa
tion with two players and a zero-sum outcome, which seemed exploitable 
for the new challenges posed by atomic bombs in a bipolar Cold War.187 
While economists were slow to recognize the potential of strategic actors 
vying with one another for outcomes to model a marketplace by, the logic 
of "rational action" was exploited to study the two superpowers caught 
up in a nuclear showdown. 

Locating the development of the conceptual apparatus for ration�! 
choice theory within the national security environment counters a basiC 
myth frequently perpetuated about the origin of rational choice theorY· 
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First, that the "rational actor" has always been at the heart of, i f  not all 
economic thought since Adam Smith, then at least neoclassical economic 
thought of the marginalists: the rational actor seeks to maximize his plea
sure per dollar spent. Second, that rational actor theory, which was orig
inally developed in the domain of economics, was subsequently exported 
to other disciplines including political science, sociology, and psychology. 

In acknowledging RAND of the late 1 940s and 1 950s as crucial to the 
development of rational choice theory's conceptual apparatus, some of 
the peculiar tensions characterizing rational choice theory seem less puz
zling. In the popular account, rational actor formalism developed in eco
nomic theory and anchored the neoclassical paradigm. It was natural that 
other disciplines would seek to capitalize on the explanatory power of
fered by neoclassical microeconomic theory: other fields sought the pay
off of regarding humans as utility maximizers. But this account assumes theoretical continuity within economics that cannot be substantiated. The tools of economic theory were changing in the late-twentieth-century synthesis, just as rational choice theory was gaining currency in the other social sciences. Thus, the toolbox of decision theoretic methods developed at RAND in the late 1 940s and 1950s, including game theory, decision theory, and Herbert Simon's "satisficing," served as a point of origin for rational choice scholarship that coalesced in various fields. 1 8 8  

With this shift in understanding, the role RAND intellectual leadership played in articulating and promulgating rational choice theory can be grasped directly, without the distraction of a supposedly parallel histori
�al trajectory of rational choice theory already serving as the status quo 
m economics. This lineage reveals two crucial facts that are otherwise hopelessly obscured. The conceptual framework for rational choice theory was initially developed to solve strategic, military problems and not problems of economic modeling, even though its potential usefulness in economics and other social sciences was later recognized. Furthermore, this idea set was developed to inform policy decisions, not merely retrospectively to analyze behavior as the social sciences often claim of their o�n methodology. Thus, the first strategic "rational actor" as conceptualized in game theory and the decision sciences was a nation-state locked in t

_he icy and treacherous grip of the Cold War. 1 89 The theory of rational actiOn had interlocking descriptive, normative, and prescriptive components, and was developed to inform action respecting nuclear strategy �nd complex questions of weapons procurement. This set of conditions Ins�iring the early development of the rational choice toolbox helps to ex�lam why the theory typically carries the self-referential presumption of Intentional rational calculation on the part of actors, which must re-
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semble something analogous to the theory itself. It also explains how the 
academic world of rational choice theory in the U.S. social sciences seems 
only a breath away from the world of policy analysis: th� two began in 
one motion, with one set of theoreticians defining, supportmg, and cham-
pioning the same basic idea set in two contexts. . . Four of the six canonical works of rational choice are lmked d1rectly to 
RAND research and alumni. Kenneth Arrow formulated the ideas struc
turing Social Choice and Individual Values while he was at RAND, sur
rounded by the fervor of game theory, in the summer of 1 948 .  In the 
1 950s Arrow continued contracting for RAND even as he assumed a 
profes�orship at Stanford University. His student Anthony Downs wrote 
the second canonical text, An Economic Theory of Democracy, before 
leaving academia to both consult for RAND and found a consulting firm. 
James Buchanan, another founder of the rational choice approac

.
h to pol

itics wrote The Calculus of Consent with Gordon Tullock m 1 962. 
Buchanan had spent the summer of 1 954 at RAND. His work emphasizes 
the implications of rational choice analysis to the world of public finance 
and policy. Mancur O lson, who consulted for RAND in the early �960s, 
received copious notes on his manuscript for The Logic of Collecttve Ac-
tion from prominent RANDite Thomas Schelling. 

. . Only three key contributors to the early history of rattonal chotee the
ory did not set foot at RAND: Duncan Black, Vincent O.strom,. and 
William H. Riker. Black worked outside the context of Amenca nattonal 
security and public policy, and in taking the road less trave.led each re
mained largely marginalized from the dynamic forces shapmg the new 
discipline. Nonetheless, Ostrom and Riker benefited from the same pa
tronage afforded by RAND's original chairman of the boa�d, H. Rowan 
Gaither Jr. Gaither, who since the 1 940s had been committed to. devel
oping the social sciences as a means to solve various problems facm� hu
manity, was inspired to establish a center for the study of t�e be

.
h�vw:al 

and social sciences in the early 1 950s. This idea reflected h1s ab1dmg m
terest in Program Area V of the Ford Foundation, devoted to studying 
human behavior. When Gaither assumed the presidency of the found�
tion, he was unflagging in his �fforts �o establish such an instituti�n .

. 
HI: 

vision for the center was that It have mdependent grounds and bmldmg 
for scholars working on research interests furthering the understan.ding

.
of 

human nature and society. One stumbling block was finding a umver.slty to allocate the buildings and grounds. Gaither and his associates had !tt.
tle 

success at Harvard and other East Coast schools .  In conversation ':"1th 
Clark Kerr, then president of the University of California, the. td�a · 

emerged of building this center at Stanford University. Stanford, w1th ItS 
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spacious campus, accepted the Ford Foundation's proposal, and in 1 956  the Cente� for the Ad
.
vanced Study of the Behavioral Sciences (CASBS) was estabhshed on a ht!l overlooking the campus. Like RAND, the center was off the beaten track, and _Perm!tted its researchers the luxury of concentrated wor� balanced With stimulating conversation. Fitting even more closely With Gaither's vision, the center was remote from the world of mass culture. Its experts enjoyed the environment of a think tank far above the fray o� everyd�y social politics. Nor were its thinkers account-able to mass society. Ga1ther's Ford Foundation staffer who · · . . was mvestl-gatmg the pubhc perception of the foundation concluded "Peo 1 .11 . . , p e seem WI

. 
mg to grant us spec1al .areas of competence which they don't presume �o judge; the Cen:er, for msta?ce, is refe�red to as 'the Monastery' and the
_ 
thmk factory, both of which emphasize that it's outside plain folks' orbit. " 1 90 

Vi?cent O�trom, wh? would become a path-breaking rational choice theonst wor�mg at �he Intersection of rational-choice-oriented social science and pohc�ti_Jakmg, re.sided at CASBS its first year, in the company of t�e RAND dec1s10n theonsts Howard Raiffa and Duncan Luce. William R1ker, w�o w
.
as rescued from a year of teaching responsibilities at Lawrence Umvers1ty �y a Ford Foundation grant in the 1 950s, also profited from the center. R1ker spent his crucial year of 1961-62 there b f k · 

h · · · , e ore ta -tng up
. IS P.Osltlon on the faculty of the department of political science at the Umvers1ty of Rochester. It was dur�ng this year, spent in the company of �enneth Arrow, that R1ker wrote h1s first rational choice-based theoretiCal account of the workings of American democracy The Th 0 f Political Coalitions. 

' e ry 0 
f H. �owan Gaither Jr. 's steadfast support of the social sciences as tools . or social management and rational defense management had a two-fold Impact on the emergence of the rational choice framework. Both at RAND and through the Ford Foundation's establishment of the CASBS theorists had the freedom to generate a body of ideas. Furthermore th� �;powerm�nt of the defense rationalists helped to gain currency for �heir I
h 
e�s of rattonal and objective policy analysis. As these theorists found t elt wa� back to academia after stints of service in Washington they re-turned h h · h 1 f ' Wlt t e presttge e P ul to making their idea set part of the main-St�e�m intellectual endowment of American society. William Riker's esta_  hshment of a public policy program within the department of political scienc h u · · f . . 
I 

e at t e mversity o Rochester m 1975 IS consistent with this gen-era
. 
pattern of the inseparability of rational choice theory as an empirical social s . f . I I '  A 

crenc� rom rat10na po 1cy �nalysis. final tw1st helps keep perspective on the aim versus the outcome of 
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philanthropic beneficence. Despite the seeming complete triumph of his 
original vision, a generational gap existed between Gaither and the next 
wave of hard-hitting rationalists who he helped to establish. Gaither, 
though elitist and promoting a concept of enlightened social management 
at odds with public sphere democracy, believed spiritual fulfillment and 
mental and emotional well-being to be essential attributes of human 
l ife. 191 Gaither's world was sti l l one in which the idea of public service off
set the narrowness of self-interested rational action. 192 Gaither took a dim 
view of " schools of economic thought [that] have from time to time con
structed over-all 'systems' through the use of convenient and unrealist ab
stractions, such as . . .  the fiction of the 'economic man. ' " 1 93 One can only 
marvel at what Gaither may have made of the self-interested rational ac
tor epitomizing the new breed of cold warrior and consumer of politics. 

P A R T  I I  

Rational Choice Theory in 
American Social Science 
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Kenneth J. Arrow's Social Choice and 
Individual Values 

In  a capitalist democracy there are essentially two methods by which social 

choices can be made: voting, typically used to make "political" decisions, and the 

market mechanism, typically used to make "economic" decisions . . . .  In the fol

lowing discussion of the consistency of various value judgments as to the mode 

of social choice, the distinction between voting and the market mechanism wil l 

be disregarded, both being regarded as special cases of the more general cate

gory of col lective social choice. 

Kenneth J. Arrow 

KENNETH ]. Arrow's text Social Choice and Individual Values ( 1 951 )  
i s  among the most captivating a political theorist could hope to engage. It 
is epochal in its account of the fiercely contested debates over social wel
fare that dominated economics of the 1 930s and 1 940s, pitting social 
planning against laissez faire capitalism. Arrow asked whether it is pos
sible to derive collectively rational social decisions from individual pref
erences, and demonstrated that collectively rational group decisions are 
logically impossible. Although trained in economics and statistics, 
Arrow claimed that his arresting result applies with equal validity to dem
ocratic voting, the market, and social welfare; his result rules out any 
means of assaying individual preferences into a legitimately representative 
social outcome. Arrow formulated his proof using the language of set 
theory, unfamiliar to economists who had formerly cast their analyses 
in terms of calculus and algebra. He generalized the definition of "rational 
action," distancing himself from the marginalist economists' fixation 
with "maximization of utility under a budget constraint," and introduc
ing the more general concept of a well-ordered set of transitive prefer
ences. Arrow's " impossibility theorem," as his result came to be called, 
struck a deathblow to the tradition of welfare economics in the United 
States, and initiated the field of social choice theory in its place. It de
fined the underlying tenets for "capitalist democracy" while simulta
neously excluding any philosophical principles derived from Marxism, 

83 
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Kantian moral philosophy, Rousseau's general wil l, or classical utilitari
anism. Through its widespread acceptance, Arrow's theorem made four 
philosophical commitments part of the mainstream econo�ic currency of 
his day, commitments that, not coincidental ly, were preosely thos� th�t 
had been at the center of the controversies characterizing economics m 
the decades preceding Arrow's text. Arrow's four assumptio�s are that 
science is objective; that it yields universal l aws; that reason IS not cul
turally relative; and that individuals' preferences are both mvwlable and 
incomparable. . . The sweeping success of Arrow's Social Choice and Indwzd

_
ual Valu�s 

poses a historical quandary insofar as the substance of its findmg was It
self hardly surprising to contemporary theorists. Arrow proved _th�t �ol
lective expressions of public interest or social welfare based o� md�vidu
als' preferences are a logical impossibility when two o_r more mdrv1dua�s 
are making joint decisions over three or more alternatives. Two theoreti
cal results, one extending back to the Enlightenment research of the Mar
quis de Condorcet and the other growing out of the 1940s-era welfare 
economics tradition, both contain a diminutive version of Arrow's nega
tive result. Condorcet showed that three voters selecting from three alter
natives can easily result in a deadlock. Welfare economists had a l l  but de
termined that the goa l  of their field, arriving at objective statements of 
collective welfare, was impossible. In light of Condorcet's and the welfare 
economists' findings, there was already sufficient reason to do_u?t that ��
dividual preferences could be analyzed as a collective decrswn legiti-
mately representing individual choices. 

. The bril l iance and elegance of Arrow's formal proof demonstratmg the 
logical impossibility of achieving collectively rational outcomes is uni�
peachable. It remains to be understood, however, how a result of small m
tel lectual wonder can be elevated to greatness, no matter how dazzling the 
form in which it is presented. Commenting in 1964, the economist �- 1· 
Mishan observed, "While the formal layout of Arrow's argument was un
pressive, it would not be unfair to suggest that the concl�sion was hard�y 
surprising." 1 The reason for Arrow's greatness, I argue, rs to be found �n 
the philosophical work his theorem achieves in grounding d�mocrauc 
and economic liberalism. The outlines of this story are not drfficult to 
make out. It is widely acknowledged in the post-Soviet era that " [f]ro!ll 
George Kennan's admonition in 1 946 that communism must be con
tained, until the fall of the Soviet empire in December 1 99 1 ,  the central 
organising principle for America and much of the west was the cold war 
effort to contain the spread of communism." 2 It is also widely acknowl
edged that the United States has been "triumphant in the ideological and 
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quasi-military struggle with communism." 3 What is not so well understood 1s the step-by-step manner in which this ideological victory of capitah�t democracy over communism was waged and won. Arrow's set-the-oretiC defense of the ordering principles of capitalist demo · . . . . cracy m opposrtwn to Marxrsm, Idealist democracy, and totalitarianism was at th_e center of the ideological struggle on the part of laissez faire individualrsm to overcome all that is implied in the dictum " from each a - d . h . b 'l ·  h . ccor mg to rs a l rty, to eac accordmg to his needs. "  The brilliance of Ar ' k · · - 1 row s �or rs Its mastertu ?ut imp_erceptible resolution of this controversy and Its c�eatwn of the p�do_soph1�al infrastructure upholding American econo�Ic an� democratiC liberalism. As it happens, the text also anchors the phrlosophiCa! commitments basic to rational choice theory m k . · 'bl , a mg rt poss1 e to propose t�at the theory's development is inseparable from the defen�� �f democratic and _free market institutions that came to define Amem:a s cultural hentage m stark opposition Soviet collectivism. Kenneth _Arrow was a consummate defense intellectual whose career as a key cont:Jbutor to the neoclassical synthesis in economics is inseparable from hrs Cold War policy role. It was at the RAND Corpo t' . . ra ron as a sum
_
mer mtern m 1948 that he was charged with determining a mathe-matical expresswn for the Soviet Union's collective utility function that w�uld be usetul for game theoretic strategy computations of nuclear hnn���nsh1p. Thrs puzzle led to Arrow's initial formulation of his impossrbrlrty theorem, titled "Social Choice and Individual Values," RAND repo_rt RM-291 ,  28 July 1949, during his second summer at RAND. Immediately thereafter, Arrow received a "top secret" level security clearan_ce, �hich he retained from 1949 to 1 971.4 Most of the documentary evJden
_�e_ for rillS penod 1n Arrow's life remains unavailable, either because It rs covered by the secrecy blanket of secured information or be�a�se A_rrow's personal papers are available only selectively from Duke mv�rsJty's �rchive of the work of twentieth-century economists. Though not drrectly mvolved with military strategy or weapons development Ar-row's ld h ' f care�r cou not ave passed closer to the drumbeat of the Cold War ervor agamst the Soviets.5 

No_t only was Arrow a high-level participant in the Cold War defense ��t�blrshment, he was also one of the key creators of the intellectual tra-
C
Jtr
1
on that would give shape to orthodox American economics during the o d w . d H . f . . . ar peno . rs pro esstonal trajectory was defined by top-rank in-:�Jtutronal affiliations: the Cowles Commission, RAND, Stanford Univerfi�fd ��.

d H_arvard
. 
University. 

_
Within economics he contributed to four . s. soc1al cho1ce and Justice," "general equilibrium theory " "deci-Sion theor , d " . f . , y, an econom1cs o mformation." 6 Arrow's research served 



86 Chapter Two 

to establish the disciplinary standard within economics; some papers, 

such as the widely influential "Behavior under Uncertainty and its Impli-

cations for Policy," informed U.S. government policy.! 
. . 

With John R. Hicks, Arrow received the 1 972 No�el pnze I_Il econom-

ics, only the fourth ever
. 
awarded, for "their pioneenng cOJ:;�JbutJ_

ons to 

general economic eqlllhbnum theory an? welfare theory. In 1ts an
nouncement of the prize, the Royal Swed1sh Academy observed t�a: Ar

row's '' possibility theorem" published in Social Choice and 
.
Ind�vzdual 

Values is "perhaps the most important of Arrow's many contnbunons to 

welfare theory." 9 The combination of the broad 1m pact of the mono

graph, the acclaim it won Arrow, and the enigma over how a
, 
"�ardly �u.

r

prising" result could produce such a response �ake Arro� 
.
s Jmposslbl�

ity theorem ripe for exegesis. An investigation mt� th: poh
.
tJc�l theore�Jc 

significance of Arrow's logical proof must st�rt w1th 1�ent1fymg th
.
e dis

cussions to which it directly responded. The htany of Cited sources m So

cial Choice and Individual Values make it a literary accomplishment as 

much as one of economics. It is precisely this well-documented record of 

source material to which Arrow responded that enables a historically ac

curate assessment of the issues in play in the formulation of Arrow's log-

ically unassailable proof. . 
The first section of this chapter brings to life the debates prefigunng 

Arrow's impossibility theorem by revisiting the contested issues �re?ccu

pying economists in the 1 940s. The lack of consensus about bas1c �ssues 

preceding Arrow's impossibility theorem, an� the1r relevance to soCJal or

der, dramatically highl ight the scope of h1s resolution. For example, 

throughout the 1 940s the two socialist economists Maurice Dobb and A. 

P. Lerner argued over whether economic science is objectiv� and pro�uces 

universal laws of general applicability, or whether there IS a parncular 

"socialist" economics of special relevance to socialist societies. Another 

point of contention concerned whether individuals' desires c.
ould form 

the legitimate basis of social ends, or whether they are too subjective and 

whimsical to make a sound basis for social policy. In addition to de bat· · 

ing these issues, the economists Oscar Lange and K .  W. Rothsc�ild 

agreed over the definition of "rationality" at the core of economic analy; 

sis, giving voice to the possibility that there is one type of "r�ason 

characteristic of capitalistic societies and another type charactenstiC 

communist societies. These discussions overlapped those asking 

there is any objective, interpersonally comparable measure o� social 

fare on either an individual or a collective level. Lionel Robbms and J. 

Hicks argued against such objective measures, while A. C. Pigou 

Alfred Marshal l argued in favor. In crucial passages of Social Chozce 
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Indi�idual Values, Arrow directly quotes the work of these economists, 
makmg clear that h1:' theorem was informed by these various debates over 
the fundamentals ot economic theory and method. 

The second section of this chapter is divided into two discussions, the 
first foc�smg on Arrow's resolution of the widespread disagreement over 
economiC method. Arrow's resolution of these debates is remarkable for 
building the philosophical basis for a new consensus by weaving firm 
�tands on the contested issues into his theorem without ever acknowledg
mg �hei� contested nature. Thereafter, economists accepted Arrow's au
thontatJve stanc� that economic science is objective, that it yields univer
sal laws not particular to capitalist or socialist economies that reason is 
not cultu�a.

lly relative, and that individuals' preferences m�st be the basis 
o� an

.
y leg1t1mate socia l  choice. After introducing the philosophical under

pmm
.
ngs of Arro":'s theorem, I explore how it triumphed over Marxism, �a�tJa� moral ph1losophy, Rousseau's political theory, and classical uti l 

��anamsm. Arr?w's impossibili
.
ty theorem is a theoretical masterpiece pre

�Jsely because It c?vers extensive philosophical ground in an apparently 
mcontes

.
table fas

.
hJOn, �oth

. 
providing a basis for American political and 

e�ono�1c hbera! Ism whlle simultaneously undermining the alternative so
Cial philosophies of communism, idealist democracy, and totalitarianism. 

In t?e third
. 
section of this chapter, following the detailed discussion of 

�he
. 
philosophiCal stru

.
cture and significance of Arrow's theorem, I discuss 

Its '
.
mpact on the tradition of American welfare economics. Welfare econ

omists were wholly unimpressed with Arrow's theorem, finding it irrele
vant to their concerns. Yet their tradition floundered as it failed to attract a new ,gene�ation ?f adherents, while scholars adopting the methods of 
Arrow s �oCJal choiCe theory were able to built up a new disciplinary standard: W1th Amartya Sen's being awarded the 1 998 Nobel prize in eco
nomics, social choice theory can be seen to have achieved the status of a 
global standard for addressing questions of social welfare and j ustice. 
d' The fourth section of this chapter examines the hard-fought priority 
�spute betwe

.
en Arrow and the British economist Duncan Black over the 

�damental msight underlying Arrow's impossi bility theorem. The de-
tails f h · d . · · 

.0 t IS 1spute remam little known beyond those directly involved Y�t Its substance brightly illuminates what scholars found irresistibl; 
a
h
out Arrow's research and less compelling about Black's. I propose that 

t ough th h I ' k . . . . 
' 

e two sc o ars wor occup1es the same dJSCiplmary niche Ar-
row's S . l Cl . . . 

' 
t . ocza Jozce and Indwzdual Values met with more scholarly at-"dentlOn .specifica lly because it tackled the difficult issues at the heart of the 
1 eolog1 I b· I · h h · · · 

was I .
c
.
a att e w1t t e Sov1ets over whJCh economiC and social system 

egn1mate and scientifically sound. 
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. . n considers Arrow's philosophica l t
_
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control, " and he argued that communism, as essentially a government by el ites, could best supply this control. 1 ;  Lionel Robbins and Henry Simons, who would become arch-supporters of economic liberalism, also wrote articles doubting the efficacy of laissez faire, unless contained within a "system of impersonal rules . . .  at least as ambitious . . .  as the conception of prescribing positively each action or each type of action by a central planning authority," and run by a state "with heavy responsibilities and large 'control' functions ." 1 4  
Despite the doubt cast on free trade economics by the upheaval of the depression and by the countervailing policies of p lanning, the rise of National Socialism and the European experiment with fascism, violating every covenant of civilization, generated a new choir of voices skeptical of collectivism and philosophical ideals violating individualism. This choral assembly is best represented by those well-known soloists Friedrich Hayek, Joseph Schum peter, and Karl Popper. Ll These virtuosos sang a different tune, one troubled by the rise of socialism and communism. They understood these social philosophies to violate the sanctity of the individual ,  to signify the replacement of freedom by the bondage of serfdom, and to represent the retrenchment of the continual progress of civilization since the Enlightenment celebration of reason, democracy, and individualism. Stil l , the widespread lack of confidence in capitalism, and the parallel belief in the wisdom and necessity of social planning, meant that Hayek, Schumpeter, and Popper were voices in the wilderness, crying out against what then seemed a l ikely outcome: the victory of socialist planning over capitalist democracy. What is now obvious in considering the doubts shared by Knight, Robbins, and Simons about unregulated, laissez {aire markets, on the one hand, and on the other the misgivings of Hayek, Schum peter, and Popper about socialism, is that in the late 1 940s it was not clear that capitalist democracy was superior to socialism; nor was it clear that capital ist democracy would eventually triumph over socialism. What is clear, however, is the extent of debate and uncertainty underlying discussions about the two systems. These discussions boiled down to a specific set of issues . Popper was concerned lest the Marxist critique of science mire civilization !n a malaise of paralyzing relativism. Hayek worried that the sanctity of ll1dividual freedom would be violated by coercive and smothering collec�ivism. Schumpeter, while seeing no way out of the eventua lity of social Ism, maintained h is suspicion that social ist society would be unable to hold in balance the pluralism required for a healthy democratic polity. While the outlook of this trio of pessimists certainly sets into relief the backdrop for Arrow's de fense of the basic principles of economic and 
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According to Lionel Robbins, for example, "Economics . . .  i s  uncon
cerned with norms and ends: it is concerned strictly with constructing 
patterns for the appropriation of scarce means to given purposes. " Dobb 
notes that " [ t ]he more formal, of course, that Economics is made, the 
more universal become its propositions." Dobb is dissatisfied with this 
fate for economic analysis because " l  i ]t is powerless to prescribe a maxi
mum [that is, a social state best utilizing scarce resources among eco
nomic agents] for us." Economic theory, viewed in this way, could not aid 
a social planner's attempt to select from "n possible alternative equilib
ria ." Therefore, construed as such, " [ejconomic theory reduced to these 
dimensions provides no criteria of judgment at all " (589-90) . 

However, Dobb distances himself from the idea that economic science 
can be value neutral and suggests that economists, N. Kaldor and J. R. 
Hicks for example, tacitly assume the utility-based hedonistic approach 
that makes possible " the scientific dignity of an ethical neutral ity. " Dobb 
explains: 

The crucial assumption is as simple as  it is questionable: it amounts to the 
sacredness of consumers' preferences . . . .  The virtues of "economic de
mocracy'' which it confers on a free market rest on a similar sacredness of 
individual choice to the virtues of Parliamentary democracy. Both operate 
through a convenient franchise system: in the one votes are cast by offers 
on a market, in the other by crosses at a polling both. The highest econo
mic good consists in giving the consumer what he thinks he wants, as po
litical good consists in giving the people the government it thinks it de
serves. (59 1 )  

Dobb i s  highly skeptical of the emphasis on "consumers' preferences" be
cause he does not believe they can accomplish the work they are intended 
to in a value-free economic theory. Borrowing from "a similar sacredness 
of individual choice to the virtues of Parliamentary democracy," it be
came conventional for economists to respect individual choice by privi
leging individual preferences in economic analysis. Just as parliamentary 
democracy gains legitimacy from its reliance on individual expression of 
opinion, so the market gains legitimacy by responding to individuals' 
preferences. For Dobb, " [b ]oth conceptions are part of our bourgeois her
itage of the nineteenth century" ( ibid . ) .  He is skeptical that this respect of 
individual preferences can legitimate free market society because in his 
opinion it has been soundly demonstrated that ind ividual preferences are 
not autonomous, but instead are dependent on advertising, or the press 
magnate. Also, Dobb points out that individuals are not respected equally 
in this scheme because "in the economic sphere there is nor even an ap
proach to universal suffrage"; in selecting commodities, individuals are 
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soc1et1es. Lerner recognizes that Dobb and other socialist economists 
doubted the nonideological value neutrality of economic science. 

After identifying these two positions, a laissez faire economics based 
on objective laws and a socialist economics based on localized laws, 
Lerner recognizes a third position. This position, upheld by a group of so
cialist economists, proposes "a synthesis between the economists' and the 
socialists' points of view," suggesting that " [ t]he demands for Wirtschaft
srechmmg, prices and markets are no longer considered as anti-socialist 
tricks or even as bourgeois illusions" (ibid . ) .  According to this alternative 
socialist argument, both socialist and capitalist economies can sing the 
tune of efficiency, which exists as an objective standard. However, as 
Lerner recounts, this acceptance of markets, prices, and efficiency was 
viewed by many socialists as a Trojan horse: 

Socialists are suspicious in the extreme of such new-found allies coming 
from the "ideological "  centre of the enemy's camp. The attempt to base the 
socialist economy on a rationally worked-out system of prices and markets 
may be a subtle scheme of sabotage for building the socialist society on rot
ten foundations. (52)  

Rejecting the idea of universal law applicable to all economies, many so
cialist thinkers attempted to eradicate the heresy of capitalist economics, 
upholding the slogan "The categories of capitalist economy are inappli
cable to the socialist society" (ibid. ) .  

Lerner outlined three camps: the proponents o f  capitalist economics 
(Mises) , the socialist economists who denounced the scientific neutrality 
of "bourgeois economics" (Dobb), and a th ird group represented by H. 
D. Dickenson who believed that the criterion of "efficiency" is beyond 
ideology and can serve as an objective criterion for organizing a planned 
economy. Lerner defends the third position, rejecting Dobb's claim that 
consumer preferences are easily manipulated, and accepting that search
ing for "maxima" consistent with consumer preferences make eminent 
sense: "As a human being and a sympathiser with socialist ends, it seems 
to me that a maximisation on such lines is completely in the spirit of all 
socialist ideals and particularly sympathetic to the slogan of 'scientific so
cialism'-' . . .  to each according to his needs' " (53 -54) .  Lerner goes on 
to explain why he believes it to be important to uphold the "sacredness 
of consumers ' preferences" :  

A superior contempt for the tastes and judgment o f  the " masses," a n d  a pa
ternal  solicitude in choosing for the people what is good for them, does not 
seem to me to be the avoidance of an unscientific major premise a bout "sa
credness." It consists rather in supplanting the democratic assumption 
that-in the absence of vitiating factors - people try to get what they like, 
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by the much more suspect proposition that somebody else (the Govern
ment, Mr. Dobb ?)  knows better than the people themselves what is really 
good for them . (54 ) 

Considering the Soviet example, Lerner expresses concern over the su
pression of the "Dictatorship of the Prolerari<.lt" by the bureaucratic class. 
In his estimation, the sanctity of consumers' preferences is all that wards 
off "a contempt for the masses" and dictatorship. Lerner believes the So
viet example shows how 

[t]he people become more and more a somewhat recalcitrant material for 
the weaving of social  patterns pleasing to bureaucratic aesthetics; and the 
usurpation of the individual's freedom to choose his own way of l i fe is 
justified by minor variants of the ancient plea of apologetic tyrants: "It's for 
their own good! "  (54) 

Therefore, upholding individuals' preferences is crucial for obviating 
Robbins's scathing rebuke, " [S]cratch a would-be pbnner and you usu
ally find a would-be dictator! "  1 8  

Against Dobb, Lerner consistently maintains that "the competitive 
price system has to be adapted to a socialist society. " He envisions a 
middle ground between "authoritarianism" on the one hand and "In
transigent Liberalism" on the other (55 -56 ) .  Having rejected consumer 
preferences as being of any help to a planner, Lerner argues that Dobb re
quires "some transcendental optimum other than that shown by a free 
market. " This question of deriving a transcendental optimum is " qu ite 
distinct from the freedom of consumers' preferences" and leads to the bu
reaucracy's freeing itsel f "from the direct democratic control of the 
masses" ( 5 8 ) .  Lerner quotes Trotsky to make his point: " In truth, the bu
reaucracy often conceives that just such a mind is at its disposal; that is 
why it so easily frees itself from the control of the market and of Soviet 
democracy.'' 1 9 He summarizes his appraisal of Dobb's socialism, whose 
"arguments which, while professing to guard socialism from 'counter
revolutionary elements' and 'Bourgeois Economics,' real ly plead for the 
safeguarding of bureaucratic irresponsibility" ( 59 ) .  

Challenging Dobb, Lerner argues that economic science can be value 
free; that, therefore, it can apply equally to capitalist and socialist econo
mies, without the necessity of deriving two exclusive sets of principles. 
Lerner believes that "scarcity is common to both k inds of society. " He 
concludes that whether or not one trusts consumers' preferences, and no 
matter whether they choose their goods or a "single dictator chooses," a 
price mechanism based on universally valid economic principles is neces
sary (60 ) .  

The entanglement of the three issues-the value neutrality of economic 
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socialist theorists, which Arrow adjudicates, the key issues of contention 
boil down to what constitutes appropriate scientific method in econom
ics: Is economic law universally applicable, and what should be the role 
of individual preferences in determining legitimate collective outcomes ? 
As we shall see, Arrow reaches definitive conclusions on all of these 
points. In his Social Choice and Individual Values, he fashions a consis
tent approach to these questions that becomes the basis for the "rational 
choice" analysis of collective decisionmaking procedures, and the basis 
for the consensus on American economic and political liberalism among 
rational choice theorists. 

A second duo of articles, Oscar Lange's ''Scope and Method of Eco
nomics " and K. W. Rothschild's response "The Meaning of Rationality: 
A Note on Professor Lange's Article," both a lso prominently showcased 
in Social Choice and Individual Values, serves to further indicate key 
points of contention in mid-1 940s economics.B Like Lerner, Lange up
holds a socialist economics based on the same economic principles gov
erning capitalist societies. He is keenly interested in the nature of scientific 
method in economics and the attainability of universal law. He, l ike oth
ers, wrangles with the question of whether there is a unique "bourgeois" 
or "socialist" economics while simultaneously acknowledging that " al l 
scientific production contains an ideological element." 24 Of course "a 
special disciplinel,J the sociology of knowledge" is widely recognized as 
growing out of the Marxist critique.25 Lange believed, however, that re
gardless of this development, "the validity of scientific statements can be 
ascertained with impersonal objectivity through an appeal to facts." 26 

Thus facts have "interpersonal validity "  because they are " interperson
ally objective . . .  [and] can be observed by everyone" (22) . Similarly, "the 
rules of logic," applied to empirically verified facts, are " interpersonally 
objective." Moreover, " the ideologica l element in scientific inquiry need 
not always be a handicap in reaching interpersonally valid results . . . . 
Most important contributions of the social sciences are due to passion for 
social justice and betterment" (24 ) .  

For Lange, economics "tries to discern general patterns o f  uniformity 
in the administration of scarce resources" (20) . Economic analysis, rely
ing on theories that describe regularities in economic institutions, can be 
used to evaluate the administration of scarce resources for the purpose of 
achieving such social goals as the satisfaction of personal preferences, in
dustria lization, prosecution of war, or the attainment of social j ustice. In 
each of these cases "idea l use '' refers to the most effective achievement of 
the postulated social goal. Welfare economics is one branch of economic 
science that tells us how to best achieve the goal of social welfare by uti-
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seldom has such definite and ordered preferences." Hence, " the study of 
the operation of public services has to be based on the observa�ions of in
stitutional economics and economic history rather than on log1cal deduc
tions of the postulate of rationality" ( ibid. ) . But Lange goes on to suggest 
that "we can consider the conformity of public services with the postulate 
of rationality as a social objective ." He carefully explains, " [W]e can set 
up a chosen set of ordered preferences, i .e . ,. 

some co�cept of pub!te wel
fare as our own (that is, the student's) soc1al obJective and reqmre that 
all ;ublic services be guided by this objective as a nor�" ( ibid. ) . For 
Lange, the "postulate of rationality becomes then the ba�1s of a theory of 
welfare economics" because, based on a criterion of effioency, It can pro
vide an objective standard as a social goal . 

At this point, Lange had brought to the fore all the isst�es that �rrow's 
theorem would adroitly address: the scope and method ot economiCs, the 
attainability of universal economic law, the role of i

.
ndivi�uals' prefer

ences in economic science, and the assumption of rat10nahty. Lange be
lieved in interpersonally valid economic science based on interpersonall.

y 
valid facts and laws of logic. Hence, economists are able to denve um
versal laws and test them against empirical findings. Both the postulate of 
rationality and individual preferences are crucial to economists: the p�s
tulate enables economists to build predictive models of human behaviOr 
and individuals' preferences ordered in such a way as to "maximize ut�l
ity." Lange implies that only capitalist societies evince

.
the �e?tal habit, 

or "capitalist spirit," captured by the postulate of rat10�ahty s norm of 
"maximizing utility;" precapitalist households acted d1fferently. How
ever to secure the universally valid postulate of rationality beyond the 
bou�ds of capitalist society, Lange argues that public services can a l�o .be ordered according to the principle of rationality. This requires maximiz
ing the quantity of "public welfare." Ideally, maximizing public we�f�re 
would be a function of the maximum utility of the individuals compnsmg 
a society; however, Lange worries that it is difficult to find an objective 
expression of public welfare to maximize. Not giving up on �is theory of 
welfare economics, he suggests that the postulate of rat10nahty necessary 
to scientific economics can be upheld if a concept of social welfare IS put 
forward as the social objective. In another article, Lange construct�d a 
case for how this measure of social welfare could be achieved soen
tifically.2- Thus Lange, like Dobb, doubts the reliability of individual pref
erences and seeks a measure of social welfare derived i n  another way, for 
example, through the adoption of "an equalitarian social ideal, i .e . ; the 
marginal social significance of each individual is the same . . . . Each Indi
vidual has to get the same income." 2� However, unlike Dobb, Lange seeks 
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to build on the p latform of interpersonally valid economic science informed by the postulate of rationality applied equally in cases of planning or latssez farre. 
Capturing the gist of these crucial methodological debates at the core of 1;4os economi

.
c science is necessary for fully appreciating the role Arrow s  Soczal .Chorce. and Individual Values would play in settling these debate� and I

.
n providmg � p latform for American capitalist democracy. Arro:V s succmct text obvwtes a series of potential liabilities. He avoids the pitfalls of asserting that there are different economic laws for soci list and l ibe:al societi�s re�pectively; of acknowledging an ideologi;al componen� m economic sc1ence; of permitting p lanning bureaucrats to have supe:10r knowledge of individuals' preferences; and of permitting th� possibi!1.

ty that "r�tionality" defined as "maximization" uniquely pertams to capttaltst soctety. !he �conomist K. W. Rothschild was troubled by Lange's treatment of rattonahty. Rothschild agreed with Lange that capitalist societies evince a 
�art1cula� form 

_
of rationality but he went on to emphasize that the rejec

�IOn of this particular form of rationality is not equivalent to no rationalIty; there are other forms of rationality: 
For the modern economic theory of the consumer, j ust as the classical theory, depends to a large extent on a very special kind of rationality: the ratiOnality of homo economicus. This  consists a bove all in fixing preferences along a scale m an order, which is decisively influenced by market prices. 29 

Ro:hs�hild agrees with Lang
.
e that " ft]his is indeed the 'capitalist spirit' wh�eh Is

. 
fostered by a cap1tailst environment, and which gives the present econom1c theory ot the consumer a high degree of relevance in our socie

.
ty. " 3� However, Rothschild argues that there may be other forms of ratiOn�hty that order preferences according to different criteria, such as accor�m? to t.

he " taboos" in "primitive man's society. " Similarly, " the true �hnst1an will cease to desire a thing if his possession of it will hurt the feelmgs of those who have to do without it." Thorstein Veblen's conspicuous consumer provides another possibility. Pointedly, Rothschild concludes: �nd if the Soviet Union tries to replace the "capitalist spirit" by the prinCiple "From each according to his abi lity, to each according to his need " then they do not do it in order to k i l l  rational behaviour, but in order ;0 substitute a new kind of rationality for a traditional one. 1 1  

Rot�schild �romotes :he possibility that "rationality " may operate accor�mg to dtfferent pnnciples in capital ist, primitive, Christian, or Soviet soCiety "R r· 1 ·  " ·  I t· b 1 · a 10na Ity Jtse may e cu rurally relative, hence in due course 
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giving rise to different social patterns and to distinct economic laws. 
Rothschild's rejection of the notion that a "deviation from the 'capital ist 
spirit' " signifies irrationality 32 was critical for Arrow in articulating his 
definition of "rational choice ." B At stake was the construction of the 
most general and universally valid economic theory that neutralizes the 
legitimacy of Soviet or communist economics. 

Many economists were concerned to preserve the normative neutrality 
and universal validity of economic laws. S. Moos of Oxford University 
traced the increasing disrepute into which welfare economics had fallen 
into in its attempt to strip normative elements from economic analysis.34 
Providing an overview of economics derived from Oxford and Cambridge 
University economics exams, and using trends in economic thought from 
Adam Smith to Henry Sidgwick, A. C. P igou, and J. N. Keynes, Moos re
counts how welfare considerations in economics were especially de
nounced by Lionel Robbins and J. R. H icks. Moos chal lenges these econ
omists' homage to the "God of efficiency," 35 thus helping identify the 
tradition of economic thought to which Arrow would later contribute. 
Before writing Social Choice and Individual Values, Arrow had planned 
to write his dissertation on H icks's Value and Capita/.3" H icks was 
adamant that economics be nonnormative, and that it apply equally to all 
people. In H icks's view, " [p ]ositive economics can be, and ought to be, 
the same for al l men; one's welfare economics will inevitably be different 
according as one is a l iberal or a socialist, a nationalist or an internation
a list, a christian or a pagan." 37 He rejected any attempt to achieve a wel
fare economics that would not be "acceptable universally" (697) . 

In the 1940s, the debate over finding a scientific b:1sis to welfare eco
nomics amounted to determining whether it is scientifically possible to 
compare degrees of satisfaction as a function of consumption across in
dividuals. 3x Robbins and Hicks strictly argued that no interpersonal com
parisons of util ity or preference satisfaction is possible. This prohibition 
of comparing utilities across individuals challenged the entire enterprise 
of scientific welfare economics, because it made it virtually impossible to 
define objective states of individual welfare. In these economists' opinion, 
it is not scientifically valid to compare the social welfare involved in the 
two cases of giving water to a man dying of thirst and to a socialite buy
ing diamonds. All satisfaction is subjective, and hence is not objectively 
comparable. Hicks believed that the only objective measure of economic 
performance is to be found in mathematically defined problems of eco
nomic efficiency that leave aside value-laden questions of distribution. Be 
builds what he takes to be a "positive theory of economics, " which solely 
relies on the criterion of efficiency,19 and concludes that " [ t] here are gen-
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prohibition of interpersonal compariso�s o� welfa!e characterizing :he 
positivist economics of Robbms and H tcks �s n?t ttself �ased o� umm

peachable scientific reasoning. Although falhng JUSt outs1de t?e ttme pe

riod considered by Cooter and Rappoport, as will become obv1ous below, 

it was Arrow's Social Choice and Indil'idual Values that normahzed the 

standards of scientific research that would become
. 
central to rat10nal 

choice theory following the leads presented by �obbms and H1cks. 
. 

I n this section, I have discussed three sets ot de
bate: among speetfic 

economists comprising key subject matter that Arrow mcorpor�tes and 

responds to in h is epochal text of 195 1 :  Dobb versus Lerner, arg�mg over 

the cultural specificity of economic laws; Lange and Rothsch1ld, ques

tioning the intercultural validity of "capitalist reas
on" ; and Robb

.
ms and 

Hicks's "positivist economics" versus matenal welfare economists up

holding interpersonal comparability of utility. Each ot these broug�t to 
the fore contentious issues that had to be resolved

 m order for a umfied 

school of economic thought to emerge, one that could concentrate 1:s en

ergies on research instead of methodological deb.ates. The .cen.
tral 1ssues 

were over scientific objectivity, universal econon�tc l
aw, de

.
finmons of ra

tionality, and whether preferences are an authentic expres�10n of p�
rsonal 

freedom and are interpersonally comparable. The bnlhance ot Soc1�l 

Choice and Individual Values in part results from the manne� m wh1ch 1t 

molds each of these issues into a coherent theoretica
l toundatton .

grou�d

ing "capitalist democracy" without raising suspicions of ideolog1cal b1as, 

an authoritarian or socialist impulse, or assumptton of the cultu�al rela

tivitY of economic laws.44 It is part of the genius of Arrow's classic work 

that
. it represents a threshold moment in the history of economiC thought, 

dispelling the many points of conte�ti?n among economists of the . 
day 

and consigning them to the annals ot h1story. Soczal Chozce and Indwid

ual Values so effectively closed the resounding debates of 1 9
40 econom

ics that Arrow's arresting philosophical system has become the unqu�s

tioned status quo, even while its historical significance has faded and 1ts 

philosophical adversaries have been forgotten. 

Arrow's Impossibility Theorem 

Kenneth Arrow created his impossibility theorem while firmly ensconced 

within the context of America's Cold War with the Soviet U�ion. In the 

early days of this conflict, America d�fined its destiny to be m stark opd 
position to that of its former ally, wh1ch was

. 
appar�ntly well-posm?ne 

to challenge the American way of life both ph1losophtcally and matenally. 

It was no accident that Arrow's inspiration for his famous theorem came 
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during a summer internship at the quintessential Cold War institution 
the RAND Corporation. Prior to the war, Arrow had studied statistics a� 
a. grad�ate. 

student in mathematics at Columbia University. After a war
ume stmt m t�e U.S . Army Air Corps as a captain at the Headquarters 
Weather DlVlstOn and a dissatisfying year back at Columbia, Arrow be
came a research associate at the mathematically oriented Cowles Com
mission in Chicago from April 1 947 to July 1 949. While there, he was in
vited to spend a summer at RAND. I t was during the summer of 1 948 
having �een granted a "confidential " level security clearance, that Arro� 
was ass1gned the task by Olaf Helmer of defining a collective " utility 
function" for the entire Soviet Union. This task fit in with RAND's over
all mission to reduce warfare and military strategy to objective science 
and RAND researchers' efforts to harness John von Neumann and Oska; 
Morgenstern's �arne theory for the purpose of making predictions in 
complex scenanos of nuclear brinkmanship. In order to carry out this 
l�rge-sc.

ale project, it was necessary to define a utility function for the So
VIet Umon that could be used by game theorists to predict its actions in a 
zero-sum nuclear conflict against the United States. 

Receiving the full attention of Arrow's intellect, this task quickly be
came h1ghly abstract. Arrow first considered the social welfare of Abram 
Bergson, who strove to define a function of collective welfare for a soci
ety based on individ�al�' desires. It was while working on this problem, 
as Arrow recounts his mtellectual development, that he came upon the 
"transitivity

. 
problem" reminiscent of Condorcet's voting paradox

namely, the Impossibility of guaranteeing a collectively rational prefer
ence profile denved from individuals' preferences.45 Using set theory, Ar
row demonstrated t?a.t sta�ting with the premise of individual rationality 
a
.
nd several other mimmahst assumptions, "collective rationality," or ra

tional expression of ends, is unachievable; Arrow proves that for three or 
more people choosing from three or more alternatives, it is impossible to 
g�arantee a "collectively rational "  outcome accurately representing indi
VIduals' preferences. 

Underst�nding the significance of Arrow's accomplishment requires 
both graspmg the substance of his result and recognizing its meaning with 
respect to economics of the late 1 940s. Two interpretive puzzles plague 
the attem�t to convey that understanding. First, as I argue below, in light 
of the. findmgs of welfare economics preceding Arrow's theorem, its result 
su�pnsed no one. This lack of surprise is also logically consistent with the 
existen�e of the e�ghteenth-century Condorcet paradox; the earlier result 
called mto questiOn efforts to achieve collective expressions of indivi
duals' preferences. It is thus possible to argue that Arrow's impossibil ity 
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theorem was theoretically anticipated in both the new welfare economics 

and by Condorcet's analysis of voting. Second, it seems perverse that a re

sult that impugns the legitimacy of social welfare economics, democracy, 

and the market as means to achieve valid social decisions from individual 

preferences could stand at the heart of the new orthodoxy characterizing 

the rational choice approach to democratic capitalism. 

The core of Arrow's theorem can be introduced in simpler terms by fo-

cusing first on a society comprised of two individuals choosing from three 

alternative resource allocations, and next on a soc
iety of three individuals 

selecting from three or more alternatives. This is the same way Arrow him

self presents his proo£.46 As Arrow designed the first scenario, it can be rep

resented by a Edgeworth box, with the left and bottom axis representing 

the resource distribution allotted to person 1, and
 the right and top axis 

representing the resource a llocation allotted to per
son 2.47 In this problem, 

Arrow assumes that standard indifference curves obtain for eac
h individ

ual, upholding the standard economic premise that individuals prefer 

more to less; hence each individual necessarily pref
ers a distribution of 

(5 ,1 )  to (4 ,1 ) ,  with each number referring to units of distinct commodities. 

Using preference rankings among these three potential distributions of 

( 5, 1 )  and (5,9) units of two commodities to each person respectively; (4,2) 

and ( 6 ,8 )  respectively; and (3 ,3 )  and (7,7) respectively, Arrow proves that 

it is not mathematically possible to achieve a collectively coherent 
prefer

ence profile for the two individuals across the three alternatives.48 

In order to achieve this result, Arrow assumes that the two individuals 

are rational, by which it is understood that ( 1 )  they have consistent pref

erences ordered in accordance with the principle of transitivity. In addi

tion his proof requires that (2) preferences must count as the data to be 

assayed into the collective outcome, ( 3 )  individuals' preferences are unre

stricted,4Y (4) neither person can be a "dictator," and (5 )  individuals' 

preferences cannot be interpersonally compared . Given that Arrow as

sumes no initial distribution of resources, his conclus
ion, that no coher

ent preference order is guaranteed, is whol ly consistent with the contem

porary findings of the new welfare economics. This tradition, strictly 

upholding the noncomparability of util ity among individuals, and repre

sented by Hicks and Samuelson, concluded that whereas some distribu

tion points may be considered by both individuals to be prefer
able to oth

ers, it is not possible to define any specifically opt
imal point. Samuelson's 

pessimistic conclusion is that 
l a Jn  infinity of such [optimal] positions exists ranging from a situation in 

which all of the advantage is enjoyed by one individual, through the sort of 

compromise position, to one in which another individual has all the ad-
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three-person case subsists as an embryonic form of the 11-person proof 
that Arrow subsequently elaborated. '3 Again, the general result IS not as
tonishing given the problems of guaranteeing a collectively consistent 
group preference in a society of three . . Yet despite these theoretical precursors to Arrow's theorem, h1s "gen
eral possibility theorem," holding for three or more individuals sel�cting 
from three or more alternatives, became fundamental to democratic po
litical theory, terminated the American tradition of social welfare eco
nomics, and initiated the economic subfield of social choice theory. In or
der to understand these dramatic shifts in research practices, it is 
necessary to ful ly grasp not just the logical content, but also the philo
sophical work achieved by Arrow's theorem. It is this, I argue, that is at 
least as fundamental as the logical result of the proof; and It IS th1s that 
explains the crucial role the theorem played in establishing the Cold War 
orthodoxy of rational choice l iberalism. 

. . . The first aspect of Arrow's theorem that should be nooced IS 1ts un
problematic assumption of the intersubjective v�l idity of empirical mat
ters of fact and the rules of logic. Economic relations denved trom math
ematical reasoning, and tested against the empirical world, have objective 
interpersonal val idity for Arrow. 54 His formal method for analyzing col
lective decision processes has universal validity; it applies equally to any 
group decisionmaking procedure. Hence he claims that h is theorem ap
p l ies equally to the market, to democratic voting, and 

.
to soc1al �elfare 

economics. His theorem is relevant to capitalist or sooahst soCJenes at
tempting to achieve group decisions reflecting individuals' preferences; it 
is universal. The assumption of universality is cruCial for rendenng any 
social context accessible to a single mode of scientific analysis, and for 
postulating that the resulting "universal laws" are applicable to al l p�o
ples. Furthermore, the possibility that any " ideological element" could m
tercede in scientific analysis is not only anathema to Arrow, 1t IS also the
oretically infeasible. This conclusion, though hotly debated in economics 
in the 1 940s, was henceforth standardized within the rational choice ap
proach to economics and politics. The propositions tha: eco�on:ic analy
sis yields universal laws and that scientific knowledge

. 
IS ob]eCtJ:e �epre

sent two key elements of Arrow's watershed accompl ishment WJthm the 
field. They counter socialist theorists such as Dobb who insisted that so
cialist economies run according to different laws than do capital ist eco�
omies; and they also counter Marx's claim that scientific knowledge IS 
produced by culturally relative material conditions. 55 

Arrow is part of the school of thought upholding individuals' prefer
ences as the only possible legitimate measure of individual or collecnve 
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well-being. Thus Arrow incorporates a premise of individualism into his theorem via his stipulation of "citizens' sovereignty, "  and he continues the convention of using the phrase ''consumers' sovereignty" to refer to the inviolability of consumers' preferences in economic theory. Arrow builds into his theorem the conviction that the individual is the absolute and final arbiter of his own preferences . He is here consistent with earlier work in economics, which first borrowed the "sovereignty" metaphor from political theory as a way of describing consumer choice. Now, under Arrow, the metaphor was exported back to the domain of political decisionmaking in democratic regimes. In defending the notion of consumers' sovereignty, Arrow is content that it convey the idea that individ
.
uals' preferences are the basic information out of which legitimate collective

. 
d�CJSJ_ons must be built; he leaves aside additional questions charactensuc ot 1 940s debates among economists over the sanctity and meanmgfulness of consumers' preferences.56 In formulating his definition of _''c itizens : sovereignty, " Arrow endorses rhe assumption of a thoroughgomg mdJVLdual!sm that leaves it entirely up to the individual to decide what suits him, whether that i ndividual acts as a Veblenesque conspicuous �onsumer �r .

notY Arrow's definition of "citizens' sovereignty," upholdmg the mdiVIdual as the final arbiter of his preferences, ends and va lues is a third element in Arrow's watershed. 
. 
Without fan fare or ack nowledgment, Arrow incorporated three additl�n
.
al
.
assumpti?n

.
s
.
into his theory of social choice that were similarly impliCit 111 the defimtwn of consumer sovereignty. Writing in 1 939, L. M. �raser points to the additional elements often unconsciously incorporated mto this definition : 

( fUJ nder capitalism) consumers' prefermces are in some sense independent and " autonomous" factors in the total situation; that they are of greater ultimate significance than other manifestations of economic choice· and that the i r  maximum realisation represents an ideal or norm of eco�omic policy. '� 

Fraser adds, "None of these further propositions can be allowed to pass unchallenged ." The wide acceptance of Arrow's theorem left unanswered ll_lan_
r such troubling questions as to the scientific and philosophical Slgmficance of "consumers' sovereignty. " It is not an unfair conclusion that Arrow's set-theoretic definition of citizens ' sovereignty is one of the least philosophically examined concepts of sovereigntv in the history of Political theory. ' 

Arrow defines his concept of citizens' sovereignty to capture the idea that the "social welfare function is not to be imposed," and specifies that 
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[a/ social welfare function will be said to be imposed if, for some pair of dis

tinct alternatives x and y, x R y [denoting that x is collectively preferred or 

indifferent to y ] for any set o( individual orderings R 1 ,  . . .  , Rn, where R is 

the social ordering corresponding to R 1, • • •  , Rw '" 

Arrow's definition of imposition signifies a social choice rule that may dic
tate an outcome independently from individuals' preferences. Just as 
Dobb and Fraser avidly contested the meaningfulness of consumers' sov
ereignty, Arrow's construct of citizens' sovereignty is open to attack on 
the basis that such preference-altering considerations as advertising, 
propaganda, and deliberation are left entirely out of his analysis. For Ar
row, legitimate collective decisions must be derived from individual pref
erences. Supporting the l ine of argument offered by A. P. Lerner, Arrow 
insists on the sanctity of individuals' preferences as the bulwark against 
coercive totalitarianism.60 

Having established the concept of citizens' sovereignty by set-theoretic 
definition rather than argument, Arrow defines that " individuals are ra
tional" 6 1 if they order their preferences of social outcomes in accordance 
with two set-theoretic axioms: 

Axiom I: For all x and y, either x R y or y R x. 
Axiom II: For all x, y, and z, x R y and y R z imply x R z. "2 

In layman's language, this means that to be rational, individuals must 
know either what they prefer among choices or be indifferent to them in a 
consistent fashion, eliminating the possibility, for example, that someone 
prefer coffee to orange ju ice, orange j uice to tea, and tea to coffee. Such a 
"preference ordering," in Arrow's terms, would be logically impossible. 

Seldom is it appreciated how dramatic a shift Arrow made by defining 
rationality in terms of these two axioms upholding the logical relation of 
transitivity, instead of defining rationality in accordance with the prefer
ence fields characteristic of marginalist economics. Surely the language 
seems the same, in both cases "preferences can be ordered along a 
scale. "  63 Arrow himself notes that "the concept of rationality used 
throughout this study is at the heart of modern economic analysis .. " 64 I.n uttering this great truth, however, Arrow can be seen to emphas1ze h1s 
continuity with the tradition of economic thought as passed on through 
the marginalists, instead of drawing attention to the differences from that 
tradition that he introduces.65 Arrow implies that he continues "the tra
ditional identification of rationality with maximization of some sort," but 
what is being altered in Arrow's set-theoretic treatment of rationality is 
precisely the role that the "maximization of a magnitude" typical of mar
ginalist economics plays. 66 
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In marginalist economics the ideal rational consumer acts in accor
dance with economists' calculus-based demand equations, which use an 
individual's diminishing marginal utility for two or more commodities, 
combined with a budget constraint, to predict consumer spending. In this 
calculus-based system, it is crucial that consumers' preference fields obey 
certain mathematical relations: they must be continuous and convex. Be
cause the mathematics is so complex, it was not assumed by economists 
that consumers actually had demand functions in their heads. Samuelson 
goes some lengths to explain this: 

The utility analysis rests on the fundamental assumption that the individ
ual confronted with given prices and confined to a given total expenditure 
selects that combination of goods which is highest on his pre(erence scale. 
This does not require (a )  that the individual behave rationally in any other 
sense; (b )  that he be deliberate and self-conscious in his purchasing; ( c )  that 
there exist any intensiue magnitude which he feels or consults.67 

It is sufficient that the demand functions accurately predict consumer's 
behavior. 

By contrast, Arrow's two axioms of rationality only demand that be
tween any two potential social states, an individual is able to specify that 
one outcome is either equivalent or superior to another outcome, in such 
a fashion that no logical inconsistencies result when all the potential out
comes are aligned in a single ordering. Gone are the complex demand 
functions and, in their place, is the comparatively simple requirement that 
individuals know what they l ike and d islike; gone are the references to ra
tios of commodities and equivalent satisfaction derived from each final 
unit purchased, and instead there are simple pair-wise comparisons be
tween potential end states in the world . In Arrow's new formulation the 
individual need only know what she prefers among two outcomes, �ith
out engaging in activity entailed by the more laborious calculation of 
"maximizing utility given a budget constraint." Whereas Samuelson is 
abundantly clear in not attributing the laws of "rational economics" to 
anything occurring in a consumer's head, Arrow has a different take on 
the proposition of rationality. He deems mathematics to be the "acme of 
consciousness," and suggests that a rational individual reasons in accor
dance with the rules of logic. �>H 

One consequence of Arrow's reformulation of "rational action" in 
terms of set theory, instead of the calculus-based demand functions cap
turing the economics of constrained maximization, is that he generalized 
the principles of reason so that consumer economics mandating that more 
is always better to less may be considered a special case. Arrow observes 
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that the "representation of the choice mechanism by ordering rela
tions . . .  has certain advantages . . .  over the more conventional repre
sentations in terms of indifference maps or util ity functions ." 69 One ad
vantage is that Arrow's method accommodates more dimensions than is 
possible in graphical ly i l lustrated " indifference maps." The usual as
sumption of continuity required for indifference maps is rendered su
perfluous. In addition to these important differences between marginalist 
economists' "rational consumer" and Arrow's " rational choice" theory,-0 
the logical relations among preferences implied by the set-theoretic for
mulation of rationality differ from the relations implied by the mathe
matical relations structuring marginal ist economics. The specific relation 
between the two systems is discussed in chapter 7. 

Arrow's simplification and generalization of the principles of rational 
choice obviated the controversies then embroiling the attempt to define ra
tional behavior in a way particular to a capitalist society. Arrow's theorem 
accommodates the preferences of individuals ranging from narrow self-in
terest to a ltruism. He devotes more than a paragraph to refuting Roth
schild's dual challenge that some individuals' choice patterns may not be 
orderable " in the sense of a one-dimensional ordering of a l l possible al
ternatives ," and hence may counter the possibil ity of deductive economic 
theorizing. Although Arrow does not specifically address the case of 
whether any meaningful economic theory could reflect patterns in which 
consumers defied the logical relation of transitivity, he does insist that 
"choice functions" can be built into many cases of behavior, even possi
bly those that Rothschild regarded as situations embodying "real irra
tionality." In effect, Arrow's theory of rational choice, extrapolating indi
viduals' orderings out of pair-wise comparisons, can accommodate a 
number of situations, and need not be limited to one in which a specific 
magnitude is maximized, as in the paradigmatic case of "capitalist ration
ality." 71 This, then, is another significant element of Arrow's intellectual 
achievement: he fashions a set-theoretic definition of rational ity by per
mitting the spirit of marginalists' commercially inspired "maximization 
under a budget constraint" as a special case, thereby rejecting the possi 
bi l ity that reason, as he defines it, it is a culturally relative phenomenon. 

Arrow resolves manv of the controversies among economists in the 
] 940s by weaving firm positions on those contentious issues into the fab
ric of his impossibility theorem. His assumption of the objectivity of logic 
and facts combined with the subjectivity of preferences, values, and ends 
made his theorem apparently applicable to all societies, regardless of their 
modes of organization. Arrow requires that legitimate collective decisions 
be based on individuals' preferences and, by virtue of his commitment to 
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the notion of c itizens' sovereignty, upholds the individual as the final ar
biter of his own preferences. He defines rationality in set-theoretic terms 
such that it can be construed as consistent with traditional marginalist 
economic analysis, but at the same time not be l imited by this special case 
of consumer rationality. In sum, Arrow incorporates methodological in
dividualism into this principle of citizen's sovereignty, he constructs his 
science to be objective and to yield universal law, and he defines rational
ity in a way not limited to the demand functions potentially characteris
tic of a "capitalist spirit. " 

The general acceptance of Arrow's theorem and the replacement of the 
welfare economics tradition with social choice theory implied acceptance 
of the basic premises structuring his theorem. If this was not a sufficient 
accomplishment, Arrow's impossibility theorem also effectively rejected 
Rousseauian, Kantian, Marxist, and classical utilitarian political philoso
phies as untenable . Thus, his theorem serves both as a platform for the 
acceptance of scientific objectivity, universal law, individual freedom to 
determine ends, and "rational choice" defined by the logical relation of 
transitivity while simultaneously undermining idealistic democracy, 
Marxism, totalitarianism, and classical utilitarianism. 

I next consider how Arrow achieves this victory over these alternative 
social philosophies in his set-theoretic analysis of group decisionmaking. 
To do so requires that we have some idea of the logical structure of Ar
row's theorem, that is, how Arrow derives "collective rationality" from 
"individual rationality. " Again, what is key here is not so much Arrow's 
negative result-his indictment that neither democratic voting, a social 
welfare function, or the "market mechanism'' can "create a rational so
cial choice"-but rather the scope of the philosophical assumptions 
structuring the theorem.72 Arrow reiterates his fundamental conclusion 
that " [i l f consumers' values can be represented by a wide range of indi
vidual orderings, the doctrine of voters' sovereignty is incompatible with 
that of collective rationality" (60 ) .  He achieves this " impossibility" result 
by identifying five minimalist assumptions or "conditions" delimiting the 
logical structure of the procedure that derives a collective preference or
dering from the preference orderings of individuals. First, Arrow main�ains that there can be no restrictions on preferences expressed by a n  
mdividual, save that they obey the logical relation of transitivity. This 
condition is referred to as "un iversal domain ." Arrow's second condition 
is that the resulting social ordering must positively reflect individuals' 
preferences. His concern here is ro eliminate the possibility of moving 
from individuals' preferences to a group preference ordering in such a 
Way as to inversely reflect individuals' desires. The third condition is 
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referred to as the " independence of irrelevant alternatives," which stipu
lates that all individual and collective preferences must be consistent with 
simple pair-wise comparisons between all potential outcomes. This con
dition is discussed in greater detail below. Arrow's fourth assumption is 
of citizens' sovereignty, already discussed above; it requires that "all so
cial choices are determined by individual desires," and are not " imposed" 
by considerations external to individuals' preferences.73 The final condi
tion enunciated by Arrow is the "condition of nondictatorship," specify
ing that it is not permissible to have a single person's preferences dictate 
the group's preferences over any pair of choices. 

Acknowledging that each of these conditions plays a fundamental role 
in his impossibility theorem, Arrow restates his theorem: 

If we exclude the possibility of interpersonal comparisons of utility [hence 
upholding condition 3], then the only methods of passing from individual 
tastes to social preferences which will be satisfactory [that is,  not in viola
tion of condition 2] and which will be defined for a wide range of sets of in
dividual orderings [condition 1 's universal domain] are either imposed [vi
olating condition 4's citizens' sovereignty] or dictatorial lin violation of the 
nondictatorship of condition 5 ] .  '4 

Each of these five conditions thus plays a crucial role in Arrow's theorem; 
if any of them is relaxed, the theorem becomes a "possibility theorem," 
instead of an "impossibility theorem. "  As his argument is structured, 
these normative conditions define the only legitimate means by which a 
"collectively rational "  social preference ordering is made; Arrow's five as
sumptions, then, specify the principles that either welfare economics, 
democratic voting, or the market must uphold in order to be valid. The 
conditions on which Arrow's theorem hinges have received endless, labo
rious, and microscopic attention by scholars intent on breaking free from 
the logical impasse in which Arrow mires the market, democracy, and so
cial welfare economics.75 However, comparatively less attention has been 
paid to understanding the manner in which each of these five conditions 
also plays a central role in defining the Cold War consensus on the philo
sophical foundations of economic and political liberalism. In effect, 
whereas Arrow's result appears to be a crushing indictment of the ability 
of capitalist democracy to achieve collectively rational and therefore le
gitimate social outcomes, what is more important is that the acceptance 
of this negative result requires adopting the conditions on which it is 
based, which in turn repudiates a philosophical system sustaining Marx
ism or totalitarianism. Arrow's five conditions are normative desiderata 
that are supposedly so minimally demanding as to serve as the basis of an 
uncontested consensus. 
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Again, what i s  most interesting about these assumptions underlying 
the impossibil ity theorem is how they emerged as the philosophical foun
dation for American liberalism during the Cold War. Rational choice the
ory, as initiated by Social Choice and Individual Values, became a main
stream disciplinary standard within economics and political science, and 
increasingly in public policy and j urisprudence, while incorporating spe
cific philosophical commitments inseparable from a staunch defense of 
capitalist democracy. The conditions of nondictatorship and of the posi
tive association of individual and collective preferences are in a way triv
ial, because they are necessary assumptions for any group dec ision
making process, be it the market, voting, or social welfare economics. 
However, Arrow's other three conditions of universal domain, indepen
dence of irrelevant alternatives, and citizens' sovereignty are not trivial. I 
earlier emphasized the condition of citizens' sovereignty specifically be
cause the meaningfulness of individuals' preferences as a basis for build
ing a social order had been a matter of contention in the 1 940s. It is this 
condition that Arrow uses to defeat the " idealist position" that he associ
ates with the political philosophies of Rousseau, Kant, and Marx.76 The 
combination of individuals' status as the final arbiter of personal prefer
ences with the logical requirement that individuals' preferences should be 
permitted any range of expression save that violating transitivity is op
posed to the type of restriction on preferences Arrow's deems to be char
acteristic of these political theories. Rousseau postulates a "general will" 
that transcends individual desires to achieve a consensual agreement of 
ends; Kant orders his society in accordance with the "categorical imper
ative," which similarly restricts the expression of individual preferences 
to achieve a societal consensus on ends; Marx's dictum " from each ac
cording to his ability, to each according to his needs" replaces individu
als' unfiltered preferences with "objective needs" that presumably are de
termined by a source external to subjective desire, thereby violating 
citizens' sovereignty. 

In his effort to defeat what he takes to be the philosophical idealism of 
Rousseau, Kant, and Marx in the spirit of the "liberal heritage," Arrow 
refers to "the debate a few years back between Mr. Dobb and Professor 
Lerner." 77 In raising doubts as to the reliability of individuals' tastes as a 
guide for sound public policy, Dobb had suggested that there be a supe
rior standard for policy. Reviewing the debate at some length, Arrow con
cludes that Lerner was just in his assessment that Dobb " implies some 
transcendental optimum other than that shown 'by a free market or in 
any other way. ' " n In Arrow's view, Dobb represents "the rationalist tra
dition common to utilitarianism and Marxism," and comes up against 
the difficulty of erecting an absolute moral standard that transgresses lib-
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eralism and the sanctity of the individual to select his own ends and pref
erences. In grouping together Rousseau, Kant, and Marx as theorists 
looking to absolute philosophical ideals to enforce standards of behavior 
beyond the discretion of individuals' subjective desires, Arrow argues that 
moral relativism is more consistent with liberalism. His theorem rejects 
the possibility that a social consensus on ends could emerge as a result of 
a philosophical ideal transcending individuals' desires as a guide to col
lective decisionmaking. Since, as Arrow presents it, Marxism requires 
such an ideal, it is incompatible with the l iberal tradition to which Social 
Choice and Individual Values contributes. 

What is noteworthy in Arrow's discussion of these three philosophers 
is the manner in which his set-theoretic proof undermines their philo
sophical systems: he insists on a thorough-going individual ism that is in
compatible with any standard for collective social norms or self-legisla
tion that may impinge on an individua l 's right to have any (transitive) set 
of desires, and he defines collective rationality in accordance with this 
priority granted to individua l desire. Here Arrow's philosophical position 
clearly reflects the attempt to erect a basis for American economic and po
litical liberalism that cannot be thwarted by authoritarianism. As the de
bates over consumer sovereignty discussed above indicate, there was a 
niggling suspicion that any attempt to censor individuals' "raw'' prefer
ences necessarily entails the erection of an elite figure or idealist philoso
phy that determines what is best for individuals and society. Whereas Ar
row's insistence on citizens' sovereignty is understandable given the Cold 
War fear of fascism or total i tarianism, the significance of the broad ac
ceptance of this principle derived from consumer economics and trans
posed to serve as the legitimating criterion for democratic sovereignty 
cannot be overstated. Arrow's proof pertains to a society in which there 
is no prim:iple for achieving collective decisions save amalgamating indi
viduals' preferences, no matter what they may be or how they are formed, 
to achieve a mathematically derived collective expression that is consis
tent with a few minimalist criteria. It a lso requires the bifurcation of the 
world into facts and logical principles that are interpersonally and objec
tively valid, and the subjective domain of values and preferences. 

The combination of Arrow's conditions of universal domain and citi
zens' sovereignty preserve the capacity of individuals ' preference to take 
any form and to serve as the basis of the collective decisionmaking pro
cedure. In the burgeoning literature following Arrow's epochal work, var
ious restrictions on individuals' preferences, such as ''single-peaked pref
erences," received copious attention, whereas the foundational condition 
of citizens' sovereignty was accepted as basic. 

Kenneth J.  Arrow's Social Choice and Individual Values 1 15 

Among all of Arrow's conditions, however, the one that received the greatest attention is "the independence of irrelevant alternatives. " Even in Arrow's first expression of it in Social Choice and Individual Values, the example he uses to illustrate its significance, and its logical expression, seem to sug�est two different ideas. 79 An anecdotally irreverent and likely apocryphal modent perhaps best illustrates the spirit of Arrow's third condition. The story is told that, prior to formulating his proof, Arrow was up for consideration to receive a prestigious award that was to be decided by majority vote among committee members. It was clear that Arrow would be awarded the prize insofar as he held a majority of the votes. Unfortunately, as the results were being tallied, one of the other candidat�s for the �ward unexpectedly died, and her death a ltered the possible s�oal state� m sue? a fashion that another of the candidates ended up wmmng. It IS specifically this sort of outcome that Arrow's "condition of irrelevant alternatives" is formulated to exclude. 
Arrow's condition is controversial because it assumes that a collectively rational outcome must remain stable even when the set of possi ble outcomes directly under consideration changes. It is also controversial because it strictly maintains that any collective expression of preferences must be potentially constructed from pair-wise comparisons. This alternative means of reading Arrow's condition is logically related to the stipul�tion that individuals' preferences cannot be interpersonally compared. If mterpersonal comparison of preferences were permitted in voting situatwns, then votes would be weighted in accordance with the intensity of individuals' preferences-for example, "I want my choice more than you want yours." A mathematical mapping from individual to collective preferences would then be forced to consider the intensity with which individuals' register or report their preferences, which in turn would lead to the violation of the one-person, one-vote principle characterizing most democratic decision procedures. 

As controversial as Arrow's third condition has been, it is possible to state that the condition of the independence of irrelevant alternatives is a logical consequence of the prohibition of comparing individuals' utility. so 
For

.Ar:ow this had the important outcome of undermining classical utilJtanamsm, and with it the material welfare tradition of A. C. Pigou and Alfred Marshall. Arrow's adroit elimination of the interpersonal comparIson of utility at the heart of his theorem again served to build a new conse�sus on what had earlier been issues of marked debate. In maintaining th1s tenet as fundamental to welfare economics, Arrow continued in the tradition of Lionel Robbins and .J. R. Hicks, additionally insisting that it should be upheld in any legitimate collective decisionmaking procedure. 
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In the early 1 950s, this contradicted accepted disciplinary standards gov
erning economics. In his 1 954 Brookings Institution lecture, Arthur 
Smithies observed in a discussion of social welfare economics that " [a ]ny 
economist today who proposed that public policy be based on the view 
that utilities are not comparable would scarcely get a political hearing. " 8 1 
The broad acceptance of Arrow's theorem, as attested to by his being 
awarded Nobel prize, demonstrates that a completely new disciplinary 
consensus regarding the normative conditions structuring his impossibil
ity theorem had emerged. 

The five conditions upholding the sacredness of individual choice, 
combined with Arrow's commitment to objective scientific knowledge, 
universal law, and reason, are the foundation stones of the emerging Cold 
War consensus anchoring the rational choice approach to democracy and 
capitalism. Arrow's theorem demonstrating the logical impossibility of 
achieving a collective preference ordering from individuals' desires was 
not surprising in view of Condorcet's earlier voting impasse reached by 
only three voters' expressing preferences over three alternatives, and given 
the large number of "socially optimal "  points characterizing " Edgeworth 
box" welfare economics analyses. Moreover, the great theoretical ele
gance of the impossibility theorem distracts attention from the brilliance 
with which Arrow created a philosophical system that serves to ground a 
universal science of economics. This system put forward a particular view 
of individual freedom, it defines rationality as transitive preference or
derings, and it embraces capitalistic democracy while undermining ideal
ist democracy, Marxism, and classical utilitarianism. 

Arrow's condition of citizens' sovereignty is presented as the philo
sophical alternative to elite rule by an authoritarian government that 
claims to know what is best for the people. Arrow insists that the liberal 
tradition rejected philosophical idealism and accepted instead moral rel
ativism consistent with permitting individuals' total freedom to choose 
values and outcomes. The far-reaching acceptance of the impossibil ity 
theorem therefore supplanted the socialist tradition as represented by 
Maurice Dobb. A second type of mid-twentieth-century socialist philoso
phy was maintained by Oscar Lange and A. P. Lerner. Their tradition is 
better thought of as "scientific Marxism" rather than the "idealist Marx
ism" espoused by Dobb; it is also consistent with the "material welfare" 
economics tradition represented by Pigou and Marshall . Just as Arrow 
undermined idealist Marxism by steadfastly stressing individualism and 
moral relativism in the spirit of the liberal tradition, so he overcame the 
philosophical viability claimed for sc ientific Marxism by prohibiting the 
comparison of personal utilities on the basis that it is unscientific. 
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The Demise of American Social Welfare Economics 

The reception of Arrow's Social Choice and Individual Values fal ls into three categories: the text's impact on the tradition of social welfare economics, its implications for political theory, and the scant attention it received for its critique of the marketplace. As for economists' interests in its ramifications for the ability of the marketplace to yield collectively rational preferences, the literature in the 1 950s is nonexistent. Apparently it did not trouble economists that the market cannot deliver collectively rational decisions because, following James Buchanan, they deemed that "the market does not call upon individuals to make a decision collectively at all . "  x2 Yet despite this conventional and convenient belief, Buchanan's 1954 observation continues to hold: "So far as I know, the differences between the market and political voting as choice processes have never been clearly and precisely analyzed. 83 By contrast, in the 1 950s and 1 960s, scholars in the fields of social welfare economics and political theory were led by Arrow's work to reevaluate their fundamental assumptions. This uneven reception accorded Arrow's impossibility theorem provides further evidence for the text's use in building a foundation for economic and political liberalism. The mere fact that whereas Arrow indicts social welfare economics, democracy, and the market equally, but that only the tradition of welfare economics was unseated, demonstrates how the work's basic principles were widely taken to support democratic capitalism and to undermine social planning. In this section I focus exclusively on the impossibility theorem's impact on social welfare economics. 
Social Choice and Individual Values received immediate attention from a wide-ranging array of academic journals, including the Journal of Polit

ical Economy, the American Sociological Review, the American Catholic 
Sociological Review, and Ethics. These reviews commented on Arrow's unprecedented use of symbolic logic to construct his argument, which was presaged only by von Neumann and Morgenstern's Theory of Games 
and Economic Behavior. 84 Respondents explained Arrow's theorem as a ge

_neralization of the well-known Condorcet paradox of voting that obtams among three individuals and three choices. 85 The Journal of Political Economy provided a helpful synopsis Arrow's proof, explaining the five conditions required of a legitimate socia l welfare function and his 
�onclusion that the move from an individual to a group preference ordermg. cannot be made unless unpalatable, restrictive conditions are applied to mdividuals' preferences. The American Sociological Rel'iew pointed our that Arrow's proof requires the exclusion of the possibility of interpersonal comparisons of utility. 86 Ethics found that Arrow's theorem has 



1 1 8 Chapter Two 

fundamental and far-reaching relevance for "social scientists in genera l, 
and to ethical and social philosophers as wel l ., This is because Arrow 
tackles a foundational problem of society, that of deriving legitimate col
lective decisions from individuals' preferences. Arrow's theoretical break
through was described as presenting a familiar problem of the paradox of 
voting in a "h ighly perspicuous form," drawing on "the logic of rela
tions," and setting the apparatus in motion to analytically study the rela
tionship between individuals' desires and collective outcomes in social 
welfare economics and democratic government. 87 The journal of Political 
Economv concluded that " this is a chal lenging and disturbing book that 
demand; the attention of everyone concerned with economic policy," be
cause any selection of public policy requires a rationale of somehow serv
ing the public.8 8  The American Catholic Sociological Review was alone in 
noting further that Social Choice and Indir,idual Values "gives small com
fort to those who advocate using the market mechanism as the social wel
fare function." x9 

Three authors from within the social welfare economics tradition did 
not review Arrow's text so much as present articles challenging the im
possibility theorem's relevance to welfare economics. Two of these schol
ars, I. M. D. Little and Abram Bergson, were leading figures in social wel
fare economics. Throughout the first half of the twentieth century, the 
problem of social welfare-namely, how to guarantee that an economic 
system yields maximum benefit to all participants-was a focal question 
for economists. Much of this interest in social welfare stemmed from the 
concern with demonstrating that free competition results in beneficial so
cial states. 90 At the core of welfare economics was the attempt to con
struct mathematical functions that would enable the theorist to evaluate 
how various policies, such as lump-sum taxes or bounties, would effect a 
community's overall welfare. Discussions did not shy from adopting the 
perspective of a social planner, which was not inconsistent with the eco
nomics of the New Deal or with the planned economy of wartime.9 1  It 
was recognized that social welfare economists played a role in evaluating 
the impact of public policies, such as the British Corn Laws, and their 
goal was to build scientific models that would demonstrate how various 
policy initiatives effect constituents' interests. 92 

In the 1940s, the new school of welfare economics crystallized around 
the assumptions that welfare economics must only take into consider
ation ordinal preferences and that cardinal preferences cannot be mea
sured and are therefore unscientific.9 ' Abram Bergson was considered the 
leading theorist of this school, and one of the leading social welfare theo
rists of the 1 940s. A goal of the new welfare economics was to maintain 
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the relevance of welfare considerations to economic theory by arguing 
that normative judgment is inescapably related to decisions over eco
nomic policy. It was a lready suspected in 1 948 that discussions of social 
welfare barring any ethical assumptions were void of much content, and 
it was questioned whether a meaningful social welfare function that could 
differentiate objectively between the collective desirability of various so
cial states could be derived. According to Samuelson, the ordinalist wel
fare economics program of the 1940s was little further in its abi lity to 
draw conclusions than Pareto's ordinal ist welfare economics of optimal
ity: In both cases, it is possible to identify a set of points representing in
dividuals' social welfare socially preferable to a larger set of points, but 
not possible to further narrow the field of points.94 The welfare econo
mists recognized the inherent impossibil ity in attempting to derive objec
tive measures of social welfare from scientific analysis, and recognized the 
inescapable role of normative judgments in selecting economic policies.95 

In constructing his "possibility theorem," 96 Arrow synthesized his 
knowledge of the Bergsonian social welfare function constructed as a 
constrained maximization problem considering wages, productivity, and 
consumption, with the aggregative logic leading to the intransitivity par
adox with voting over three outcomes. Arrow combined two formerly 
distinct approaches to social welfare and voting by considering under one 
approach.97 Using "transitivity" as the key concept characterizing indi
vidual and collective rationality, Arrow proved that collectively rational 
group decisions achieved through the marketplace, voting, or the social 
welfare function were all logically impossible, granted the acceptance of 
his conditions. For the welfare economists, discussion had centered on 
how individuals' welfare was affected through normative judgments such 
as equalizing the distribution of resources.98 Arrow's proof shifted the fo
cus from an ethical evaluation of ends achieved through manipulating 
economic policies to a demonstration of the impossibility of achieving a 
rational ly consistent statement of collective ends, given the starting point 
of rational self-interest and mild assumptions about preferences and 
methods of aggregation. 

The response of welfare economists to Arrow's theorem was over
whelmingly negative. Little wrote, "Arrow's work has no relevance to the 
traditional theory of welfare economics," and Murray C. Kemp argued 
that "Arrow's conditions are unreasonable and . . .  the conclusion is un
interesting." 99 Bergson, too, was in agreement: "Arrow's theorem is quite 
different from, and has little relevance to traditional welfare econom
ics. "  1 00 Writing with more hindsight, the wel fare economist E. ]. Mishan 
found the theorem trite, given the state of welfare economics. 1 01 This sen-
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timent was not driven by an imperative to "save welfare economics," 
since these theorists had developed their own independent critiques of the 
welfare economics tradition. Rather, their criticism of Arrow's impossi
bility theorem and its relevance to their field was constructed on three dif
ferent levels. 1 02 First, they found that the conditions on which Arrow 
based his proof were not essential to social welfare economics. Second, 
they argued that Arrow's theorem applies to social decisionmaking pro
cesses, but not to the discipline of social welfare, which only attempts to 
assess the consequences of varying economic arrangements for partici
pating individuals without making a grand statement about the social 
welfare function representing individuals' choices; thus Arrow's theorem 
applies to problems of designing collective decisionmaking procedures, 
but not to questions of social welfare. 1 03 Third, they contended that 
Arrow's design of the social choice p roblem formulates as relevant the 
wrong questions and misapprehends the relationship between ethical 
judgment over ends and collective social choices; Arrow attempts to de
rive collectively rational ends from the social choice function while the 
welfare economists sought to determine how normative judgments af
fected social outcomes. 1 04 

It is remarkable that the welfare economists, to whom Arrow most ex
plicitly directed his argument in Social Choice and Indil'idual Values, were 
united in finding the theorem uninteresting and irrelevant to their field of 
study. And yet Arrow's theorem wou ld over time initiate the tradition of 
social choice theory, would be one of the most cited classic texts in the so
cial sciences, and would come to represent a common point of departure 
for the conceptual foundations of public policy analysis and for political 
theory. It might seem that the welfare economists had a rather bad case of 
sour grapes, and were mounting an intellectual battle to save their field 
from demolition. However, the welfare economists had already estab
lished a powerful internal critique of their own field and were not critical 
of Arrow's theorem simply out of fear that it made any legitimate discus
sion of social welfare impossible. 1 05 Instead the debate was over retaining 
control over which set of terms was crucial to the practice of social wel
fare economics. Arrow's theorem adopted as standard fare precisely those 
considerations that the welfare economists already recognized as render
ing their field powerless to make positive statements about social welfare, 
such as ordinal utility and the Pareto condition, but posed a different ques
tion. Insisting that collective social ends be selected as a direct product of 
his social choice function, Arrow demonstrated that a function upholding 
even the most minimally desirable conditions cannot guarantee a collec
tive rational agreement on ends. Thus, his proof ruled out the even more 

Kenneth J. Arrow's Social Choice and Individual Values 1 2 1  

stringent conditions common to the discussion o f  the social welfare econ
omists, such as investigating the condition of egalitarian distribution. The 
welfare economists were aware that these minimalist conditions failed to 
produce a meaningful statement of social welfare, and they held that nor
mative j udgments were unavoidable. 1 06 In their estimation, individuals 
are affected by economic principles along with economic policies. It is 
economists' j ob to show how these various normative policy goals such as 
Pareto optimality or equitable distribution affected individuals. Usually 
they took each individual as interchangeable, each seeking a likable job 
with good wages, with strong consumption related to strong productiv
ity. 1 07 Arrow turned the tables on this discussion by insisting that any se
lection of social ends must be the product of the social choice function, 
and he proved that the social choice function itself is an impossibility. 

Arrow's theorem, then, was fatal to the new school of welfare eco
nomics because it introduced a new conceptual apparatus for addressing 
issues of "social choice" that undermined the possibility of speaking 
meaningfully about social welfare. Arrow's theorem altered the relation
ship between scientific analysis and normative judgment by making the 
latter subject to the former. The welfare economists created economic 
models to show how individual welfare was affected by varying policy ini
tiatives; Arrow's theorem forbad the very discussion of "social welfare " 
because it could not stand up to the rigors of logical analysis. Although 
publications in the new welfare economics tradition continued through
out the 1 950s, 1 08 by the 1 960s the language of Social Choice and Indi
vidual Values had become the intellectual standard for addressing ques
tions formerly its domain. 

The indications of the rise of the social choice approach as standard to 
the discipline are now everywhere apparent. Looking back, Amartya Sen, 
the 1998 Nobel laureate in economics who spent his life working within 
the social choice framework, observed in 1985 that 

[w]ithin a comparatively short time, the new subject of social choice theory 
was firmly established as a discipline with immediate and extensive impli
cations for economics, philosophy, politics, and the other social sci
ences . . . .  Welfare economics, in particular, was quite transformed. 1 0Y 

�upporting his conclusion, Sen cited the establishment of the specialist 
JOurnal Social Choice and Welfare, and the fact that nonspecialist jour
n
_als such as the journal of Mathematical Economics, Theory and Deci

s�on, and Mathematical Social Sciences also published social choice ar
ticles. In addition, editors of Econometrica, Journal of Economic Theory, 
and Review of Economic Studies began to actively discourage social 
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choice submissions due to their overrepresentation. Sen estimated that by 
1 985 the number of papers and books addressing social choice theory ex
ceeded one thousand.1 Hl Another indication of how dramatic and clear 
cut was the rise of social choice as a subdiscipline is found in Charles K. 
Rowley's three-volume, fifteen-hundred-page collected set of papers rep
resenting core research developments within social choice theory. 1 1 1  
These collected papers c learly delineate the literature and core research 
questions structuring social choice scholarship. 

In acknowledging the burgeoning development of social choice around 
Arrow's text, it is necessary to confront the following questions: What is 
unprecedented in Arrow's theorem? In what ways does it represent an ad
vance over previous work in welfare economics and political theory? 
Does Arrow's social choice present an original analysis that affords for
merly unattainable results? Arrow's most significant conclusion is that it 
is impossible to achieve collectively rational decisions that respect indi
viduals' freedom to determine personal ends. His novelty lies in formally 
proving this result; the conceptual content embedded in the formal proof 
resembles that of the Condorcet paradox, welfare economics, and Sebum
peter's and Hayek's doubts over meaningfully defining "public interest." 

Arrow's theorem breaks new ground in providing a set-theoretic proof 
that expands on and formal izes these earlier findings. However, it is the 
philosophical structure of the proof that is key to understanding the cre
ative genius of the theorem as much as it is the proof's deductive logic. It 
is here that Arrow introduces a new sweeping definition of human ra
tionality as a consistent preference ordering that nullifies the possibility 
that other soc ieties either can enact different reasoning practices or can 
achieve collectively rational decisions without violating the presupposi
tions of the theorem. It is also here that Arrow relies on methodological 
individualism to serve as the bulwark against claims that authoritarian or 
totalitarian political systems could be legitimate. Arrow's theorem is not 
new in questioning the potential of groups to achieve collectively rational 
decisions. It is new in establishing that rationality, objective and univer
sal law, and individual freedom over subjective choices represent the 
bases of capitalist democracy. Recognizing the interconnection between 
rational choice theory and economic and political liberalism is crucial for 
fully grasping the historical significance of Arrow's Social Choice and In
dividual Values. 

Kenneth Arrow versus Duncan B lack 

Arrow's timely ingenuity in securing the foundations of American liberal
ism is perhaps best viewed against the backdrop of a lurking priority dis-
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pure with Duncan Black ( 1 90 8 - 9 1 )  over the crucial insight that linked 
Cordorcet's voting paradox with collective decisionmaking characteriz
ing a firm or nation . Black developed a pioneering branch of economic 
analysis that studied committee decision problems as analogous to the 
manner in which "price is fixed by demand and supply. " 1 1 2 Black studied 
these committee voting problems using a method of comparative statics 
in which an equilibrium is attained when voters select an outcome pre
senting their individual preferences without exhibiting intransitivities. 
Whereas Arrow focuses on proving the impossibil ity of achieving collec
tively rational outcomes, Black is interested in analyzing cases in which 
collective choices are legitimately representative. Hence, in his first publi
cation in the field of economic analysis of political decisions, Black argued 
that if voters' preferences all have the structure of "single-peakedness, "  
then the difficulty of intransitive collective outcomes i s  negated; hence, a 
legitimate result obtains. 1 u 

Black's account of the means by which he arrived at his "pure science 
of politics," as he came to refer to his research initiative, is expressed in 
detail in several essays. Like his friend and conversational partner, econ
omist and future Nobel laureate Ronald Coase, he was fascinated by the 
puzzle surrounding a firm's decisionmaking process given that a firm is 
necessarily constituted of individuals with disparate interests. At Warrick 
Castle in February of 1 942, " firewatching" in case of air raids, Black's 
key insight was to recognize that collective decision problems had an 
equi l ibrium solution if members' preferences "could be represented by a 
set of single-peaked curves. "  1 1 4 For Black, the "political problem [of 
committee decisionmaking] had been transformed into a mathematical 
problem.'' 1 1 5 

The priority dispute between Black and Arrow over the mathematical 
analysis of election problems was bitter and unresolved. With his 1 948 
publication of "On the Rationale of Group Decision Making, " it would 
seem that Black 's prior understanding of collective decision problems was 
securely established. However, the dispute only intensified when Black's 
second article, co-authored with R. A. Newing, slowly proceeded through 
what turned out to be a lengthy review process at the journal Economet
rica. This paper was submitted in November 1 949.  A year and a half later, 
after badgering the managing editor William B. Simpson for some idea of 
the article's status, Black was informed that it would be accepted on the 
condition that the authors thoroughly revise it in consideration of Ar
row's recently published Social Choice and Indil'idual Values. Black's out
rage was complete when he learned that Simpson played another profes
sional role as assistant director of research at the Cowles Commission in 
Chicago, where Arrow worked. 1 1 6 It took the better part of a decade for 
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Black to regroup, finally publishing his book The Theory of Committees 
and Elections in 1 958 . 1 1 7 

In Black's defense, his autobiographical recounting of the skirmish 
with Arrow and the detailed chronology of his intellectual trajectory lead
ing to his mathematical analysis of committee decisionmaking are as 
complete as they are sincere. Arrow's account of the dispute, by contrast, 
is anecdotal and vague. He explains that he first came across the problem 
of collective decisionmaking while deciding whether to write his disserta
tion on J. R. Hicks' Value and Capital, in 1 946. Arrow asked how firm 
members, all of whom had different interests, could reconcile those inter
ests into a joint decision. Assuming the decision would be reached by ma
jority voting, he notes that " [i ]n economic analysis we usually have many 
(in fact, infinitely many) alternative possible plans, so that transitivity [of 
the group decision ordering] quickly became a significant question. It was 
immediately clear that majority voting did not necessarily lead to an or
dering." 1 1 8 Arrow at first believed this negative consequence was a "nui
sance" that could be overcome. He then reports: "Besides, I was con
vinced that what we presently call the Condorcet paradox was not new. I 
am at a loss to identify the source of my belief, since I could not possibly 
have seen any of this obscure material prior to 1 946." 1 1 9 

The paper trail documenting Arrow's intellectual development in this 
regard remains incomplete because no version of his social choice the_o
rem exists prior to his 1 950 paper "A Difficulty in the Concept of SoCial 
Welfare." 120 Unfortunately, his original statement of the theorem in a 
1 949 RAND publication appears to have been "systematically purged" 
from RAND's archive. 1 2 1 

While Arrow and Black both worked on the problem of collective de-
cision results obtained by voting, their orientations to the issue were dia
metrically opposed. Arrow's theory of social choice was entirely norma
tive. Despite his claim that economic science must ultimately be empirical, 
in setting up the conditions for a legitimate democratic decision process 
Arrow's theorem articulates the properties a voting system should exhibit. 
Black, on the other hand, turned his attention to practical decision pro
cedures as social events whose rules and results should be assessed from 
the standpoint of empirical investigation coupled with mathemati��l 
analysis. For Black, voting rules themselves constitute part of the empm
cal data; for Arrow the decision rules are axiomatically defined ideals. 
Black investigated the actual procedures groups of individuals used t_

o 
achieve collective decisions; Arrow concerned himself with esotenc 
proofs so removed from social reality that few were competent to assess 
their relevance or validity. 
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Black's original article "On the Rationale of Group Decision Making" 
and his subsequent book The Theory of Committees and Elections are 
widely acknowledged to stand alongside Arrow's Social Choice and Indi
vidual Values in the canon of rational choice literature. However, despite 
the fact that Black thoroughly understood the practical significance of the 
new vein of research he and Arrow had opened up, his career was one of 
isolation and instability while Arrow became a Nobel laureate and his 
work central to the mainstream intellectual establishment structuring 
American economics and public policy. Before the full significance of 
Black's work would be recognized, Arrow's Social Choice and Individual 
Values received numerous citations, transformed social welfare econom
ics, had a profound effect on political theory, and initiated the subfield of 
social choice theory. 

The question looms: Why did Arrow's approach to collective deci
sionmaking inspire a vast intellectual legacy while Black's writings and 
reputation have to a significant degree been secured only posthumously? 
This question is telling for bringing to the fore facets of their respective 
work that have largely been overlooked. Of course, part of the answer is 
to be found in Arrow's close affiliations with such powerful institutions as 
RAND, the Cowles Commission, and Stanford University. However, this 
cannot be the full story. In 1 948 ,  Joseph Goldman of RAND wrote to 
Black asking for articles to be studied by RAND researchers. Black, a 
British subject, learned from the British consulate in San Francisco that 
RAND's research was highly classified and oriented toward matters of 
military strategy; he ignored the request, deliberately choosing not to be
come a cold warrior. 122 

It is this distinction between Arrow and Black, one man's fate and for
tune inextricably linked to Cold War America and the other's scholarly 
work standing outside the blistering antagonism over the future of Amer�ca's democracy and free markets, that sets the two apart. Over and above 
Its mathematical sophistication, Arrow's Social Choice and Individual 
Values achieves its status as a classic economics text of the twentieth cen
tury by facing the challenges to American freedom as posed by Joseph 
Schumpeter, Karl Popper, and Friedrich Hayek, and by the visceral threat 
of the palpable social alternative offered by Soviet Russia. Black, on the 
other hand, resided at the margins of the Cold War both geographically 
��d intellectually; he was absorbed in constructing a pure science of pol
Itics as an inquiry sufficient unto itself, apparently oblivious that the in
tellectual dimensions of his age intersected with a pitched battle over the 
basic characteristics of capitalist democracy versus communism. 

Whereas on a field of social scientific inquiry Black's contributions 
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stand equal to Arrow's, the greater fame enjoyed by Arrow results from 
the role he played, with others, in securing a steady foundation for West
ern liberalism at a time when this philosophical project had the same 
magnitude and significance as did that of ensuring military supremacy 
over the Soviets. As Black himself acknowledged, Arrow ignited enthusi
asm for social choice theory because of the elegant axiomatized system he 
presented. However, the roots of Arrow's intellectual achievement go 
deeper than facility with mathematical formalism; Arrow's mathematical 
axioms, definitions, and conditions represent the tenets that secured the 
rational choice approach to Western liberalism. Writing about the crucial 
importance of mathematical formalism for building a science of politics, 
Black once observed that " language permeates thinking to its innermost 
core in all the recesses," adding that "the degree of success achieved in 
presenting the system of thought will largely depend on the adequacy of 
the technical terms involved." I Ll However, subsequently, when con
fronted by the "new factor" that ''Arrow's technical-mathematical skills" 
introduce into the theory of collective decisionmaking, B lack promotes 
the idea that ultimately it must be possible to state any mathematical ar
gument in discursive terms. Black remarks that " [a ] lthough very different 
in appearance, the mathematical treatment and l iterary treatment of this 
type of problem are isomorphic" (402) .  In effect, Arrow adds nothing in 
his "Symbolic Logic and set theory" expression of voting that cannot be 
made manifest in an alternative discursive articulation. Black's change of 
heart over the significance of formal language leads h im to admit he is 
"poorly equipped to [contribute to the formal discussion initiated by Ar
row] and excuse . . .  [myself ]  from any attempt to expound the matter," 
and points us back in the direction of the content of Arrow's theoretical 
achievement to look for clues to its bountiful recognition (ibid . ) .  

Arrow believed that Social Choice and lndividual Values was the logi
cal consequence of both Western l iberalism and of the minimalist as
sumptions we find basic to Western democracy. 124 It is obvious he wrote 
in a Cold War context because his agents make decisions over such end 
states as "disarmament, cold war, or hot war" (2) .  A lso, betraying his 
close proximity to the tradition of social welfare and the planned econ
omy debate, Arrow explained that i ndividuals make choices among social 
states that are most appropriately defined as 

a complete description of the amount of each type of commodity in the 
hands of each individual, the amount of labor to be supplied by each indi
vidual, the amount of each productive resource invested in each type of pro
ductive activity, and the amounts of various types of collective activity, such 
as municipal services, diplomacy and its continuation by other means, and 
the erection of statues to famous men. ( 17 )  
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Arrow's Social Choice an� Individual Values by its very conceptual struc
ture tackl

,
es the key Issue tacing his generation: that of resolving his pre

decessors open-ended debate on the merits of social welfare economics 
and planning versus spontaneous democratic control predicated on the 
pr_1macy of the individual consumer or voter. To achieve this theoretical 
milestone, Arrow effectively wove a discursively interpretive strand 
throughout his set-theor�tic tapestry. His recourse to literary meaning 
over and above pure logiCal analysis is evident in his discussion of "ra
tionality and choice." Arrow believed that " the concept of rationality 
used throughout . . .  [h1s J study is at the heart of modern economic analy
�i s" ( 1 9) .  For 

_
Arrow, d�fining " rationality," individually and collectively, 

1s central to h1s enterpnse of exploring the normative foundations of col
lective decision in either the voting, market, or social welfare economics. �ationality, 

_
both as the zenith of human consciousness and as the prin

Ciple gove�nm� predictable human action, lies at the heart of his project 
to generalize h1s abstract theory of social choice so as to have universal 
applicability. By "rational choice making" Arrow means that individuals 
are rational in the sense of obeying his two axioms upholding transitive 
relations among agents' preferences. l25 

Black, who was not thinking in terms of putting forth a minimalist set 
of normative tenets consistent with Western l iberalism, found Arrow's use 
of the term "rationality" to be emotive and misplaced.I2& To Black, all Ar
row means by "rationality, "  as indicated by his formal language is the 
concept of "transitivity." In this regard, Black was correct beca�se Ar
row :s im�oss_ibi lity theorem could not otherwise have so e;sily captured 
the 1magmat10n of nu

_
merous scholars interested in exploring the con

ceptual foundations ot Western liberalism. Arrow himsel f  christened his 
set-theoretic account of individual preferences and collective decision
making as a theory of "rational choice." The term "rationa l" is laden 
with significance that the term "transitivity," or "transitive choice, " does 
not convey. One finds in Arrow's text a discursive, interpretive layer apart 
from the dry formality of its analysis that serves to translate desiccated 
mathematical symbols into a manifesto for the ideals he deemed basic to 
American democracy and free market institutions. Arrow's treatise se
c_urely l inks the rationales for both free-market l iberalism and democratic 
hberalism, suggesting that both decision procedures share the commit
ment to objectivity, universalism, rationality, and individualism. More
over, this rationale subverted the theoretical basis of idealistic democracy 
Marxism, or classical utilitarianism. Whereas Black analyzed the practi� 
cal outcomes of actual decision rules in real situations, Arrow offered a 
Purely formal blueprint of the conditions necessary to sustain Western lib
erahsm in opposition to competitors violating its founding assumptions. 
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Black is properly recognized as an important founder of positive political 
theory. Arrow is more appropriately regarded as the founding architect of 
what would become the establishment understanding of the obvious and 
inviolable partnership between free markers and democracy, both relying 
on the same axioms and conditions. 

Conclusion 

A final illuminating method of appreciating the consensus forming among 
American social scientists about the significance of Arrow's theorem is by 
tracing its uneven impact on social welfare economics, democratic theory, 
and the market mechanism, respectively. As discussed above, the Ameri
can welfare economics tradition did not recover from the blow dealt by 
Arrow's theorem; the theory died out with its adherents, who fa i led to 
win over another generation of students. The field of social choice theory 
that replaced it was indebted to Social Choice and Individual Values as its 
founding text. Democratic theory, at least insofar as theorists became 
aware of Arrow's theorem, would likewise never be rhe same. As a result 
of the rational choice approach to political decisionmaking pioneered by 
Arrow, theorists worried about the meaningfulness of democratic elec
tions, and struggled over the question of whether voting itself is a rational 
activity. Quite by contrast, however, economists and other social scien
tists largely ignored Arrow's insistence that the impossibility theorem ap
plied equally to the marketplace. For example, Charles Rowley, a scholar 
wholly committed to rational choice theory, concludes: 

It is important to note that, although the impossibility theorem itself offers 

a negative result, Arrow's contribution should not be viewed as a negative 

contribution . . . .  For . . .  the author, who doles] not share the general op

timism concerning collective choice processes, Arrow's contribution pro

vides incontrovertible support for market process and encouragement for 

those who seek to constrain the range of col lective choice to the limited 

functions of the min imal state . 1 27 

Whereas l ittle effort has been made to understand in what sense the mar
ketplace represents an Arrovian social choice mechan ism, with many the
orists thinking it preposterous to bel ieve Arrow's social choice theory in
dicts the market, Arrow himse lf is the truest and most steadfast reader of 
his theorem. He consistently asserts that his impossibility theorem indicts 
the market just as it does welfare economics and democratic voting. Thus, 
even though building his theorem out of principles consistent with liberal 
capita list democracy, Arrow himself has no more or less faith in the mar-
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ket than he does in social planning. 1 28 He does, however, consistently ab
hor and reject any social theory that does not uphold individuals' sover
eignty over their own and society's preferences, for the reason that such a 
theory could be subverted to support an authoritarian or coercive regime. 
It cannot be overemphasized that Arrow's commitment to the ideals of 
objective science, universal law, human rational ity, and individual free
dom defined as sovereignty over personal ends provide both the structure 
for his impossibil ity theorem and the basis of the mainstream American 
Cold War consensus on social philosophy characterizing rational choice 
liberalism. 

Assessing Arrow's theoretical achievement in the context of the entire 
twentieth century, it is insightful to appreciate the generational shift from 
the cohort of public intellectuals maintaining the a lliance of science and 
democracy against the evils of fascism and totalitarianism in 1 930s and 
1 940s America, to the Cold War defense intellectuals responsible for de
fending the West against communism. In assuming this bird's eye view of 
the past century, I take a lead from David Hollinger, who examines the 
work of John Dewey and Robert Merton with the goal of "discovering 
and analyzing the function these same ideas performed in the cultural 
wars of the era of World War II ." 1 2 9 Hollinger's two essays, "The Defense 
of Democracy and Robert K. Merton's Formulation of the Scientific 
Ethos," and ''Science as a Weapon in Kulturkample in the United States 
during and after World War II," illuminate the rich cultural significance 
of this generation of American public intellectuals who viewed their pro
fessional contributions as part of their personal commitments to science, 
democracy, and cosmopolitanism. Merton believed that science and sci
entific communities prosper because they embody the four norms of "uni
versalism," "disinterestedness," "communalism," and "organized skepti
cism." 1 30 These norms were absent in Nazi society, according to Merton, 
and America and its allies stood apart in their unified commitment to sci
ence and democracy in accordance with the spirit of these four ideals. 

Whereas the World War II struggle was against the external threat of 
fascism, Merton and other midcentury academics waged a second battle 
ag�inst those at home whom they deemed to be narrow-minded, paro
chial, and superstitious. As Holl inger describes it, midcenrury American 
academics were keen to preserve the freedom of scientific inquiry and the 
norms underlying it as a public standard of America's values in opposi�Ion to those who favored Christian doctrine to pave the way for Amer
Ica's postwar order. In Hollinger's analysis, tackling concerns both at 
home and abroad, these intellectual leaders represented "the continuum 
of Enlightenment purpose stretching back to the seventeenth century." L l l  
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Their efforts embodied Enlightenment enthusiasm for science over super
stition and authoritarianism, and for cosmopolitanism based on univer-
sal law. 

It is striking how similar and yet how distinct the theoretical commit-
ments giving shape to Arrow's Social Choice and Individual Values are 
compared with John Dewey's and Robert Merton's faith in science and 
democracy as partners against the perverse social forms of fascism and to
talitarianism. Arrow's four tenets of objective science based on deductive 
logic and empirical facts, universal law, rationality, and individual free
dom are not worlds apart from Merton's four norms. And yet, the views 
of science and democracy put forward by Dewey and Arrow are overtly 
different. Perhaps the greatest agreement among the two generations is to 
be found in their commitment to universalism as a necessary element of 
both science and social order. For both, the basic principle underlying 
both scientific laws and social laws is that they should have universal va
lidity, pertaining equally to all social and natural phenomena and to all 
individuals , regardless of their cultural specificity. However, Arrow's pos
itivist version of science, assuming the unproblematic objectivity of logic 
and facts contrasts with Dewey's and Merton's view that impartiality and 
disinterestedness are personal attributes of the scientist or citizen that are 
vital to either scientific inquiry or to democratic deliberation. For Dewey 
and Merton, science itself is a social practice governed by norms ensuring 
its efficacy and validity. By contrast, for Arrow, logic and facts speak for 
themselves and they are by nature objective and interpersonally valid. 

Merton's value of organized skepticism, too, stresses that science is a 
social practice embedded in a community of individuals. Here the stress is 
on an indomitable spirit of inquiry that parallels Dewey's sense of the re
lationship between the scientific search for trnth and the democratic goal 
to achieve a consensus on ends. 1 32 In both cases, antidogmatic and anti
authoritarian sentiment guarantees a search for truth unhindered by su
perstition, propaganda, or absolutist rule. Arrow's defense of democracy 
adopts a different strategy. Instead of looking to a social process of open
minded collective deliberation to dismantle coercive authority, he looks to 
upholding individual freedom over personal preferences as the basis of le
gitimate rule. Here the premium is placed on individuals' subjective free
dom, and not a socially based process of antidogmatic deliberation. 

Similarly, while for Dewey and Merton both democracy and science are 

social activities inseparable from the communities in which they are en

acted, Arrow's defense of democracy based on the premise of individual

ism takes a distinct turn. Hence, Dewey's value of "communalism" means 

that both scientific inquiry and democratic decisionmaking are corn-
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munally based. I n  contrast, Arrow's theorem, pertaining to collective de
cisionmaking in social welfare economics, democracy, or the market, em
bodies a view of society constituted by independent agents whose collec
tive decisions are solely a function of a mathematical aggregation of 
subjective desires. Agents share a world of objective logic and fact, but 
privately determine values and ends. Arrow's social world is one in which 
individuals have personal preferences , and the world of things and other 
individuals serves as the background in which individuals realize their 
private ends. The entire role of language in Arrow's world is that of com
municating information among rational agents so that they may more ef
fectively achieve personal goals. 1 33 Arrow does not so much envision a 
shared social world as he does a collection of individuals whose identities 
are defined by their well-ordered sets of preferences, and who strive to 
achieve their most preferred outcomes. 

Rational choice theory as it was articulated in Social Choice and Indi
vidual Values is both a social scientific method and the basic set of order
ing principles structuring a liberal society. In contrast to Merton's four 
values underlying both scientific and democratic practices, Arrow's philo
sophical system rests on objective scientific knowledge, universal law, ra
tionality defined as a well-ordered set of transitive preferences as opposed 
to deliberation, and individual freedom to determine ends and values. In 
building his philosophical system to be consistent with traditional liber
alism as he understood it, Arrow not only repudiates the alternative po
litical philosophies of Rousseau, Kant, and Marx, but he also rejects 
Dewey's political theory. For Dewey, citizens who embody a public delib
erate over social ends much like scientists debate research findings. 1 34 It is 
this process of rational deliberation that validates both public decision
making and scientific research. It is the most dramatic result of Arrow's 
rational choice theory of politics that the concepts of "public," "public in
terest," and "social welfare" are rendered meaningless by the impossib
lity theorem. 

It may seem that there is a danger underlying Arrow's theorem as a de
fense of American l iberalism given that the proof mires capitalist democ
racy in logical inconsistency. It seems implausible that Arrow's social 
choice classic can meet the challenge posed by Schumpeter, Hayek, and 
Popper when his theorem appears to drive a final stake through the heart 
of free markets and democracy. While ensuing social choice researchers 
hav� focused on the negative impact of the theorem in their attempts to 
obviate the impossibility result, the key aspect of their endeavors has been 
the full acceptance of the constructive philosophical work achieved by the 
theorem. Arrow's concept of citizens' sovereignty was unproblematically 
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accepted, his definition of rationality replaced marginalist e�onomists' �o
cus on problems of efficiency and scarcity, and the assumptiOn that so�tal 
science is objective and yields universal laws appealed to many economtsts 
and political scientists. Standing across the growing divide th

.
a� would 

come to distinguish rational choice theory from postmodern cnttques of 
science and objectivity, it would be these specific postulates that informed 
approaches to social science crystallizing around the character of the self
interested rational actor. The rational actor, as he grew to matunty, was 
inseparable from Cold War efforts to anchor the supports of a revitalized 
liberalism upholding individual liberty to determine personal ends. 

As rational choice theory developed in social choice, public choice, and 
positive political theory, several strategies were adopted to obviate the in
transigency of Arrow's devastating logic from undermining democracy 
and capitalism. The public choice approach, taken up in the next chapter, 
focused its efforts entirely on individual freedom to trade goods or poltt
ical favors and altogether renounced the concept of the public without 
nostalgia or conscious dissonance. Hence, for public choice theorists, the 
market survives Arrow's impossibility theorem simply because it has no 
pretensions to serving the "public good." Positive political theorists, dis
cussed in chapter 4, were more apt to follow Duncan Black's lead, and to 
notice that many areas of actual democratic decisionmaking do not dem
onstrate the instabilities predicted by Arrow's proof. 1 35 Arrow himself, 
perhaps due to his close associations with the defense and ?ub�ic ��!icy 
communities, came to accept a modification of methodological mdlV!du
alism that a llows identifying the preferences of a prototypical individual 
through the assumptions of anonymity and impartiality: Arrow agrees 
that a prototypical preference profile may be drawn up as long as it is re
quired that each individual not know who's ident

.i
ty she w�l l have in t�e 

selected social outcome thus enabling the formation of legtttmate publtc 
policy. In each of these �ases, the uncomfortable indictment of capitali.

st 
democracy is reversed and American liberalism stands intact, although 111 

a recognizably different form from the versions characterizing earlier eras. 

C H A PTER 3 

James M .  Buchanan and Gordon Tullock's 
Public Choice Theory 

I N 1 993 James M. Buchanan presented a lecture in which he announced 
with reference to Nietzsche's statement "God is dead," its twentieth� 
century equivalent: "socialism is dead ." It was Buchanan's perception 
t�at th� intellectual movement he had fostered over the past decades, pub
he choJCe, had helped bring reality home to citizens and politicians a like. 
It revealed the "normative delusion, stemming from Hegelian idealism: 
the state was, somehow, a benevolent entity and those who made deci
sions on behalf of the stare were guided by consideration of the general or 
public inte.

rest. "  1 From the earliest ruminations that came to comprise 
p�bltc choiCe as a cogent school of thought, a thorough-going individu
ahsm opposed to any stripe of collectivist theory had characterized the 
movement. 

. 
This cha�ter, which spans the period from Buchanan's earliest pub

lished essay m 1 949 to his 1 997 collection Post-Socialist Political Econ
omy, presents a story of epic proportions in which Buchanan and Gordon Tullock's incubation of public choice coincides with the demise, in theory and pr�cttce, of socialism and communism. One goal in chronicling these events rs to uncover the philosophical principles responsible for the defeat of .socialism and its replacement with rational choice liberalism. The ensmng theoretic�! debate, growing out of the challenges sounded by Joseph Schumpeter, 

.
Fnednch Hayek, and Karl Popper, accompanied the gradual defeat of Soviet communism culminating on the world stage with the coll�pse of the Berlin Wall and the implosion of the Soviet Union. It may be dtfficult, or even impossible, to credit public choice scholars with a share of th ·b ·l ·  f h . . e responsr 1 tty or t e matenal fall of commumsm. However, it is c�rtain that pu?lic choice theory was from its earliest days staunchly opf sed t? soc1altsm and therefore now appears to be a victor in the hard ought Ideological strife over the fundamental principles of government. Today, a decade later, the victorious partnership of democracy and free �arkets seems almost inevitable; but fifty years earlier, when Buchanan, ordon Tullock, and other rational choice theorists toiled mid-twentieth 

1 3 3  
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century, this triumph could only have been prognosticated from as
trologers' charts. In the 1 940s the most able social theorists had predicted 
the inevitable defeat of democracy and capitalism . . .  unless their warn
ings were heeded and Western individualistic liberalism be unhesitatingly 
supported. Buchanan, Tullock, and other rational choice scholars in the 
public choice camp made it their mission to articulate and promulgate 
Western liberalism. From the discipline's earliest inception, public choice 
scholars combined scientific method with individualism to construct the 
foundations for American constitutional democracy in opposition to any 
philosophical principle that could be construed to support communism 
or collectivism. One casualty in this effort was any concept of "the pub
lic" or "public interest," which could be interpreted as supporting an "or
ganismic state" comprised of interests transcending those of the individ
uals constituting it. 

"Public choice" has two connotations, one referring to a specific 
school of economic and political thought and the second being broadly 
synonymous with the encompassing disciplinary designation " rational 
choice." Under either connotation Buchanan and Tullock were leading 
figures who not only formed that school of thought but were also the 
founding members of the interdisciplinary Public Choice Society. Unlike 
Arrow's Social Choice and Individual Values, which initiated a school of 
thought unrelated to any specific institution, Buchanan and Tullock's 
public choice theory has been furthered by the earnest institutional-based 
efforts of the two founders and like-minded colleagues. Instead of pro
viding an exhaustive catalogue of the theoretical contributions made by 
public choice scholars, this chapter focuses on the work of Buchanan and 
Tullock, and their establishment of the Public Choice Society.2 Their im
portant text, The Calculus of Consent, is explored and its innovative find
ings discussed. I also use John Rawls's early presentation to the Public 
Choice Society of his emerging theory of j ustice as a way to tease out 
the structure of the public choice version of liberalism. In focusing on 
Buchanan and Tullock's contributions to the theory of constitutional 
design, this chapter articulates how public choice theory was designed 
to oppose collectivism-be it communist, socialist, or Keynesian-by 
stressing the significance of the individual over the group, thereby under
mining any concept of "the public ." I also argue that the early days of ra
tional choice theory were characterized by interdisciplinary ferment at the 
peripheries of many established academic fields, including economics. A 
concluding section appraises the relationship between the abolition of 
communist regimes and the philosophy of public choice theory. 
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Buchanan's Early Writings: 
The "O rganismic" versus " I ndividualistic" State 

James Buchanan graduated from the University of Chicago with his doc
torate in economics in 1 948, and throughout his career he would adhere 
to the creed of free trade, limited government, and fiscal conservatism 
that characterizes the so-called Chicago school of economic theory. 
Buchanan's first published essay, "The Pure Theory of Government Fi
nance," demonstrates his interest in differentiating between two ap
proaches to understanding and constructing the state: "organismic" and 
"individualistic." 3 While not indicting the organismic approach to fiscal 
policy as would become characteristic of Buchanan's public choice writ
ings, this early essay touches on several themes that would be prominent 
in Buchanan's subsequent analysis. Organismic theory sees the state as a 
unified entity that arrives at fiscal policy by specifying public expenditure 
in accordance with the "general welfare" of society.4 Policymakers seek 
"to maximize some conceptually quantifiable magnitude" in determining 
how tax revenues should be spent." 5 While not deeming this system in
appropriate for being normatively laden, Buchanan's major reservation 
pertains to its "vague and general terms," that it offers " little or no direct 
guidance to governmental fiscal authorities." 6 

In explaining the individualistic approach to fiscal policy, Buchanan 
observes that " redistribution is one goal of responsible social policy," an 
assertion that contrasts with his subsequent public choice research pre
senting government taxation and expenditure as a constitutional question 
best conservatively adjudicated. Notwithstanding this eventual shift in 
perspective, however, Buchanan's early essay identifies crucial points on 
which his later research would pivot: the sharp d istinction between or
ganismic and individualistic views of the state; the inherent vagueness of 
defining "general welfare," and the suggestion that the best means of eval
uating fiscal policy is strictly by the quid pro quo approach in which an 
individual's input into government tax coffers are weighed against their 
output. This early essay, while not condemning organismic theory out
right, establishes a theoretical framework that would be used to build a 
calculus of individuals' interests in joining with others within a frame
Work of constitutional democracy. 

Buchanan's next two essays were prompted by Kenneth Arrow's Social 
Choice and Individual Values and shed light on the manner in which so
cial choice and public choice scholarship are simultaneously cast in the 
sarne mold and yet diametrically opposed in their goals. 7 Buchanan pro-
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fited from Arrow's axiomatic treatment of the impossibility of defining 

"social welfare," which gave him a clarity lacking in this first ess�y. 

Whereas Buchanan had previously thought that the concept of sooal 

welfare is vague, he was now able to conclude that it is meaningless. 

Buchanan takes a further step than Arrow did in claiming that the central 

project of the impossibility theorem, that o� sati:facto�ily �efining "col

lective rationality," is itself misguided: "Ratwnahty or 1rranonality as an 

attrib ute of the social group implies the imputation to the group of an or

ganic existence apart from that of its individual components. "  8 I� the e�

suing years, scholars attracted to Arrow's approach to collect1ve dec
_
l

sionmaking processes formulated their thoughts m the axwmatiC 

deductive style characterizing Social Choice and Individual Values and 

continua l ly strove to provide a cogent theoretical means to discuss col

lective social welfare obviating Arrow's impossibility theorem. By con

trast Buchanan and his collaborators relied less on formal l anguage and 

stric�ly upheld the premise that any discussion of public interest or social 

welfare violated their commitment to individualistic philosophy. 

Buchanan's 1 95 8 book Public Principles of Public Debt: A Defense and 

Restatement more resembles his first publication of a decade earlier than 

his critique of Arrow's impossibility theorem.9 Although he rejects the 

" 'social welfare function' approach to fiscal theory," the book IS struc

tured in accordance with contemporary discussions of public debt with no 

hint of Buchanan's future fruitful col laboration with Gordon Tul lock. 10 It 

makes a l l  the more noticeable the later transition in Buchanan's own 

thinking when he joined his efforts with Tul lock in rethinking the interre

lationship between political economy and constitutiona l democracy. 1 1  

Buchanan and Tullock's Collaboration: The Calculus of Consent 
Buchanan became acquainted with Gordon Tullock when Tullock spent 
a year at Buchanan's Thomas Jefferson Center for the Study of Political 
Philosophy at the University of Virginia in 1 958-59. Tullock had worked 
for nine years in the U.S. Foreign Service and had experienced firsthand 
the role that self-interest p lays in bureaucracy. The Calculus of Consent, 
published in 1 962, was the product of a quickly forming collaboration by 
correspondence in the year following Tul lock's visit at Virgi�iaP . Buchanan and Tul lock's The Calculus of Consent, subtitled Logtcal 
Foundations of Constitutional Democracy, may be regarded a� a new 
analysis in the rapidly forming study of politics that had been articulated 
by John von Neumann and Oskar Morgenstern, Duncan Black, �rrow, 
and Arrow's student Anthony Downs. u Arrow and Black had cons1dered 
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the properties of collective decisionmaking procedures characteristic of 
elections, and in his Economic Theory of Democracy, Downs applied the 
c�ncept of self-interested rational action to political parties' attempts to 
wm office and hold power. Downs's novel approach was to focus his ana
lyis on individuals' decisionmaking and to explain individual action in 
terms of the narrowly construed rational self-interest using transitive or
derings and utility schedules. According to Downs's estimation, a politi
cal party's primary goal is to win elections and not, as was generally sup
posed� to _enact spe�ific policy initiatives. From this hypothesis, and using 
quant1tat1ve analys1s, Downs concluded that political parties wil l "con
verge upon the center" in the attempt to gain the most votes. t 4  Buchanan 
and Tu � lock foll_owed Downs in maintaining the theoretical possibi lity of 
evaluatmg pohtJCal outcomes as a direct consequence of politicians' self
interested calculationsY �he Calcz

_
tlus of Consent was reviewed by numerous journals repre

sentmg the fields of economics, political science, sociology, and law. t6 As 
the authors had predicted, their book was extremely timely and was gen
era l ly accepted as an important contribution both to political theory and 
to the newly burgeoning field of political economy. One reviewer ob
se_rve�, " The Calculus of Consent is . . .  a closely reasoned and major con
tnbutJOn t? systematic political theory." 1 7 Buchanan and Tullock's rapid 
collaboratiOn was fueled by the sense that being the first to get precedent
setting ideas in print was more important than getting a l l  the details right 
the first time around. 1 s Unlike Arrow, who delineated a new languao-e of 
social choice in precisely defined terms and reached definitive conclu�ons 
using symbolic l ogic, Buchanan and Tul lock's new approach was much 
�ore one of an unremitting commitment to methodological individual
Ism and politics as trade, combined with analytic tools drawn from game 
theory and the welfare economics tradition. 1 9  They reach conclusions 
from discursively presented analyses instead of by formal proof.20 Despite 
t�e lack of formal proof, they quantitatively assess the premise that indi
VIduals' persona] calculation of costs and benefits must provide the foun
dational rationale for the practice of constitutional design. Buchanan and 
Tul l?ck conclude that the principle of majority rule cannot be rationally 
mot1�ated, and propose that unanimous consent is necessary to legitimize 
constitutional rule. 

. Buchanan and Tul lock set about the task of explaining the constitu
��o�a! foundations of 

_
democracy based on the premise of methodological 

llldJv1duahsm and self-interested rational action. Their interest in govern
m_ent _is at two levels: the decisionmaking that goes into designing a con
StitutiOn, and the subsequent collective outcomes of decisionmaking fol-
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lowing the adoption of laws. First, Buchanan and Tullock
_ 
attempt to 

model the sort of constitutional structure self-interested rattonal actors 
would create given that they will only agree to a constitution that is �n 
their self-interest. Second, having adduced a constitutional structure bmlt 
on individuals' calculated self-interest, Buchanan and Tullock proceed to 
analyze the results of self-interested rational action within th� �onfines of 
these rationally motivated constitutions. They study both t�e t�lttal adop
tion of a constitution and the consequences of the constitutional rules 
once adopted. 

Buchanan and Tullock's analytic structure and new way of conceptu
alizing the problem of constitutional design were re�ponsible for the 
book's being accorded classic status more so than were Its models, which 
are somewhat ad hoc demonstrations of the principles on which the book 
was founded. In couching their analyses in terms of self-interested, ra
tional acceptance of constitutional rules, Buchanan and Tullock co��id
ered themselves to be working squarely within the contractanan traditton 
of political theory, which holds that at its root the formatio� �f a consti
tutiona l  state depends on the social contract between the mdividual, who 
agrees to obey the constitutionally mandated sovereign, and the state, 
which guarantees individual rights under the law. 

. . . Tullock and Buchanan's contribution to this contractanan traditiOn 
was to use their idiosyncratic logic of market relations to refashion polit
ical liberalism.21 They provided a new interpretation of American politi
cal liberalism that could be read in such fundamental documents as the 
U.S. Constitution and the Federalist Papers, and suggested that their 
analyses upholding methodological individualism and self-interested ra
tional action grasped the fundamental elements of the process of consti
tution building expressed in these documents. This interest in the foun
dations of American democracy had been evident already in Buchanan's 
fashioning of the Thomas Jefferson Center for Studies in Poli_tical Econ
omy and Social Philosophy at the University of V1rgima With Warr�n 
Nutter in the 1 957.22 Buchanan and Tullock believed their work to be 111 
the spirit of James Madison and the other Founding �athers who_ respected the impact of political factions in shaping constitutiOnal des1gn. 
Commenting on Madison's Federalist No. 1 0  they observe: 

A careful reading of this paper suggests that Madison clearly recognized that 
individuals and groups would try to use the processes of government to fur
ther their own differential or partisan interests. His numerous examples of 
legislation concerns debtor-creditor relations, commercial policy, and taxa
tion suggest that perhaps a better understanding of Madison's own concep-
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tion o f  democratic process may be achieved by examining carefully the implicatiOns of the econom1c approach to human behavior in collective choice. 23 

As_ I discuss mo�e fully in chapter 6, Buchanan and Tullock believe they umte Adam Smith's classical political economy with the interest-based pol�tics of J
,
am�s Madison to derive the underlying ordering principles of their reumfication of political economy. There is a strong sense in which the Calculus of Consent draws its appeal from its claims to revitalize fundamental insights animating Enlightenment predecessors: "With the philosophers of the Enlightenment we share the faith that man can rationally organize his society." 24 

Despite their attempts to find commonality with Madison's federalism, Buchanan and Tullock's Calculus of Consent is an unprecedented contribution to political theory that reinvents the logical foundations of constitutional democracy so that it resembles the logic of the marketplace. In markets, individuals participate if they stand to gain, and theoretically, in all voluntary market exchanges, all parties gain. Buchanan and Tullock similarly find politics to be a process of exchange in which individuals accede �o the power of the state because in promising obedience, they stand �o gam from th� rule of law. For T ullock and Buchanan, the puzzle of legitJID�te constitutiOnal design lies in determining how much coercive power to mvest m government, which can either enhance or hinder individuals' strictly measured interests. In agreeing to the terms of a constitution, each person balances the negative impact of decision rules that may yield outcomes based on less than unanimous consent against the negative costs of d_e�Iswnmaking if strict unanimity were to be required for every policy decisJ
_on .

. 
J?ecision rules requiring less than unanimity may impose costs on an mdlVIdual because he cannot veto policies he does not agree to; on the other hand, requiring unanimous agreement in all cases adds a procedural cost of time and resources devoted to obtaining collective decisions. Methodologically speaking, the authors incorporate individualism and the assumption of self-interested calculation into mathematical models of three forms: gains versus losses, Pareto optimality, and game theory. They ado�t

. 
simple net gains and losses calculations of the various aspects of �artJcipating in collective decisionmaking both at the level of constitutional design and of daily practice within accepted constitutional rules. These cost-benefit considerations include an individual's expected net inpu�s to and payments from collective actions, and the individual's calculati

_on of whether he will gain more through collectivized versus voluntary actiOn ( 4 3 - 62 ) . 
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The authors introduce a two-person bargaining model , based on an 
"Edgeworth box" diagram, to incorporate the hallmark of methodologi
cal individualism -namely, Pareto optimality: 

The underlying premise of the modern Paretian construction is the purely 
individualistic one. The individual h imself is  assumed to be the only one 
who is able to measure or to quantify his own utility. No external observer 
is presumed able to make comparisons of utility among separate individu-
als. ( 1 71-72) 

Thus, they join Arrow in endorsing both the ideas of citizens' sov�reignty 
over personal ends and the infeasibility of interperso�al compansons of 
well-being. On the basis of these two, the Pareto condltlon IS defined as: 

The "welfare" of the whole group of individuals is said to be increased if 
( 1 )  every individual in the group is made better off, or ( 2 )  if at least one 
member in the group is made better off without anyone being made worse 
off. ( 1 7 1 )  

This criterion of "welfare" is based on  each individual's achieving a su
perior outcome, or at least not an inferior outcome, solely on th� ba�is �f 
her own preferences over outcomes. The criterion of Pareto optimality 1s 
used to compare collective decision results between voluntary outcomes 
to which each unanimously agrees and decisions reached by majority rule 
that result in coercing the minority (83-1 16 ) .  

Ever mindful that agents may have reasons to engage in strategic ex-
pression of their preferences over outcomes to better achieve perso�al 
ends Buchanan and Tullock also use a game theoretic model of bargam
ing ;mong two or more individuals. This analysis demonstrat�s tl_1e li�e
lihood for coalitions to form with the result of an inequitable dlstnbutwn 
favoring the majority and depriving the minority ( 147-88 ) . All such ex
amples are used to throw doubt on the legitimacy of achieving collecuon 
decisions through the process of majority rule. 

In The Calculus of Consent, Buchanan and Tullock's political the�ry 
and science of political economy boils down to one basic principle With 
far-reaching implications. Their assumption of self-interested rational ac
tion, although a normative hypothesis subject to empirical_ �esting7 per: 
mits them to draw a line between moral philosophy and political snence. 
moral philosophy pertains to discussions of how individuals shoul4 

_
act 

given such concepts as responsibility, obligation, and duty, while polmc�l 
science is concerned only with the minimalist assumption that agents will 
be rationally self-serving in their actions. Public choice analysis inv�lves 

b · I " h " gehc or a tricky equipoise etween acceptmg peop e as t ey are -an 
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otherwise-and hedging bets on  narrowly self-interested behavior i n  the view that government must not assume altruistic behavior (27-36) .  This division of labor between moral philosophy as judging human action and political science as accepting humans as they are enables Buchanan and Tullo�k to create analytic, value-free models of how self-interested agents act g1ven the1r need both to design a constitution and to act within a system of law once a constitution has been adopted. These latter considerations fall squarely within the province of a science of politics and political economy for T ullock and Buchanan. Their system of political econom� is not normative insofar as it makes no assumptions concerning ethical standards for behavior, but tacitly accepts rational self-interest as the norm of human conduct. 
Tullock and Buchanan are concerned with some normative questions, however, namely those that relate to constitutional design; but under their system they maintain that such questions can be approached scientifically. In fact, tor T ullock and Buchanan, the entire enterprise of political science should be oriented toward having practical, hence prescriptive, impact. Tullock and Buchanan argue that they have traced out the logical consequences of self-interested rational behavior in both arenas of constitutional design and operational rule-following, and that a normative approach to politics can be objectively built on this platform. Buchanan states: 

Normative theory must be erected upon and must draw its strength from 
the propositions of positive science, but it is only when this extension 
of normative theory is made that " reform" in existing institutions can 
be expected to emerge from specialized scholarship. Indeed the  only pur
pose of science is  irs ultimate assistance in the development of normative 
propositions.2' 

Gi�en the assumption of self-interested rational action, it is possible to stnve_ for a more effective constitution by analyzing the consequences of �onst1tutional design on the lives of those individuals who agreed to live lU accordance with it. As Arrow maintained in Social Choice and Individual Value, normative standards can be evaluated and possibly validated through scientific analysis. It is a hallmark of the rational choice approa�h to politics to insist that normative judgments can be derived from POSitive, objective, scientific analysis. 
. Buchanan and Tu l lock believe that their recasting of constitutional deStgn in the language of narrowly construed rational self-interest creates a ?ew strand of political liberalism that resonates with Adam Smith's politIcal economy.26 In Buchanan and Tullock's calculated version of political 
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consent, the political destiny of individual self-oriented utility maximiz
ers can only ever be the unintended by-product of individuals' efforts to
ward self-gain. Despite their agreement with Smith's system of political 
economy, Buchanan and Tul lock's foray into political theory put forward 
a clearly articulated version of political l iberalism, adding to the contrac
tarian tradition of political philosophy and setting forth a new precedent 
for understanding the foundations of a constitutional state.27 In an ap
pendix, Buchanan places The Calculus of Consent within the long-sta�d
ing traditions of both political realism and contractarianism, mentionmg 
such thinkers as Plato, Hobbes, Spinoza, and Locke. The puzzle for the
orists working within this nonidealist, nonorganic tradition is whether 
" the existing organization of the State [can] be 'explained' as an out
growth of a rational calculation made by individual human beings" 
( 3 16 ) .  Although finding much to admire in Spinoza 's Tractatus Politicus, 
Buchanan believes that his and Tul lock's new approach to political sci
ence and political economy surpass a l l  of the earlier efforts. 

Within the contractarian tradition, the authors believe that they have 
made three main theoretical advances over their predecessors. First, they 
draw a clear distinction between moral philosophy and positive pol itical 
theory, and argue that normative conclusions can be built on positi�e 
analysis. Second, they are not concerned with the origins of the sooal 
contract; rather they are interested in providing an analysis of the 

.
impli

cations of contemporary constitutional design for current collective ac
tion problems. It is their hope that the basic legal structure can be altere? 
to best serve individuals' interests according to the famil iar efficiency cn
terion of Pareto optimality consistent with unanimous consent. Third, 
they use the Pareto efficiency condition to reach the iconoclastic conclu
sion that the principle of majority rule has no more theoretical basis than 
would a rule of 49 percent or 5 1  percent. Majority rule potentially incurs 
too much cost for a rational agent who seeks to avoid the negative reper
cussions of unfavorable policies. Instead, Buchanan and Tullock advocate 
near unanimity in collective decisionmaking at the level of constitutional 
design to best serve individuals' interests. They also conclude that th.e principle of majority rule is of l imited value even within the routine deCI
sions made under the auspices of the constitution. 

In exploring the question of whether individuals will select to adopt a 

social insurance policy at the level of constitutional design, thus enter
taining the possibility of some level of income redistribution, the a

.
uth?rs 

suggest that self-interested rational actors wil l rely on a consntut.wn 
aimed "toward an equalization of opportunities rather than an equaliza
tion of rewards" ( 1 96 ) .  Although only tentatively suggesting that rational 

James M. Buchanan and Gordon Tullock's Public Choice Theory 143 

individuals in the position of ignorance as to their fates within the con
stitutional system wil l opt for a minimal social insurance system, they are 
adamant that adopting procedures of majority rule to decide on income 
redistribution questions necessarily results in too much redistribution if 
honestly assessed "on the basis of long-run utility maximizing consider
ations" ( 1 94-96 ) .  

In addition to these findings, Buchanan and Tullock's analysis in The 
Calculus of Consent has one more important implication for political the
ory: it obliterates the concept of "the public" as a meaningful category for 
analysis ( 3 16 ) .  It is a fundamental result of all rational choice theory that 
the notion of the public cannot meaningfully be sustained in a theoretical 
system uphold ing individuals' private aims and values as the relevant data 
for study. As Arrow's Social Choice and Individual Values proves, there 
is no theoretical means to ground a notion of public, public good, or 
public interest. Collective outcomes can only ever be assessed from the 
vantage point of individual actors. The public sphere as an arena of ori
entation toward others or the social whole is rendered theoretical lv non
sensical ,  and all that remains as a conceptual tool is a calculation �f how 
collective outcomes affect private interests. Tullock and Buchanan go be
yond Arrow by holding that even the attempt to construct a function that 
can be mapped from the individual to a group will is a misguided effort 
that smacks of a smothering organicism.28 Like Arrow, Buchanan and 
Tul lock were concerned with the specter of Marxism, arguing that sci
entific, value-free analysis of individuals and democracy rules out the 
"Marxist vision," "class domination," and "historical determinism," as 
well as any possibility of an "organic conception of the State." One re
viewer of The Calculus of Consent states explicitly what Tullock and 
Buchanan voice implicitly, that the individualist approach stands opposed 
to a Marxist analysis dependent on nebulous concepts l ike "class ex
ploitation . "  29 

. Although Buchanan took umbrage when one reviewer suggested that 
h1s politics were those of the extreme Right, Tul lock and Buchanan's 
school of public choice has consistently been associated with the conser
vativ

.
e political position of fiscal restraint and individualist philosophy 

consistent with the "pull yourself up by the bootstraps" credo. In re
sponse to Mancur Olson's 1 964 review, Buchanan wrote to Olson that 
The Calculus of Consent is politically neutral and that furthermore his 
own politics must be characterized as that of "an old-fashioned or nine
teenth century liberal ." 30 Stil l , Tullock and Buchanan's work has contin
�e� to be characterized as one of intense political conservatism.1 1 In an 
Insightful essay on "Dissent in Economics," Olson identifies the position 
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held by Buchanan's "Virginia school" as of those "economists who object 
so regularly to the passing of laissez faire, to 'Keynesian' and post-Keynes
ian fiscal policies, to the threat to individual liberties they see in the wel
fare state, and to the economic analyses and prescriptions that have en
couraged a generation or more of 'creeping socialism.' " 32 Olson's essay 
makes the point that it is economists of the Keynesian persuasion, and not 
Marxists per se, who are the immediate target of Buchanan's antisocialist 
arguments. As Hayek had argued, and Buchanan concurred, socialism of 
any variety lies on the road to serfdom. It followed that Keynesianism, 
upholding a vestigial notion of an organic state, internally threatened 
America's future of prosperity and individualism. In personal correspon
dence to Olson, Buchanan specified that Keynesianism is a doctrine of 
elite rule by supposedly selfless public servants: " [M]ost mainstream 
economists act as if they are advising the despot, or a despot . . . .  [T]he 
idealized despot whom the mainstream . . .  l economists] serve is 'pink' 
or even a deeper shade than any who might actually be in power." 33 
Buchanan's staunch defense of individualism has no room for the Marx
ist postulate that governments rule in the interests of the dominant social 
class. Closer to home, he regarded mainstream American economics as 
tainted with the communist impulse because of its faith in neutral policy 
officials who serve the public interest. 

Buchanan's keen interest in electoral politics is readily apparent from 
his numerous publications, his assessment of the student protests of the 
1 960s and 1 970s, and in his letters of recommendation wherein he con
sistently made a point to expressly locate the candidate's place within the 
political spectrum. 34 Buchanan cites Keynesian economics as the source 
of the student unrest because, in his estimation, fiscal laxity breeds moral 
laxity. Referring to "a generalized erosion in public and private manners, 
increasingly liberalized attitudes toward sexual activities, a declining vi
tality of the Puritan work ethic, deterioration in product quality, explo
sion of the welfare rolls, widespread corruption in both the private and 
governmental sector, and, finally, observed increases in the alienation of 
voters from the political process," Buchanan indicts Keynesian fiscal pol
icy that, contributing to inflation, leads to a reckless " live for the mo
ment" attitude. 35 

The politics of the public choice school are important because the 
movement stakes its claim on the proposition that their scientific investi
gation inform normative, political decisions; public choice scholars, prin
cipally Buchanan and Tullock, hold that normative political implications 
of their work follow as a logical consequence of their objective, scientific 
analysis. The public choice movement, standing for an individualistic no-
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tion of society in which collective good is a meaningless concept and pri
vate gain the only measure of effective rule, helped provide the philo
sophical underpinnings to the late-twentieth-century revitalization of 
classical li beralism. 3" 

The Public Choice Society 

Buchanan claims that his presence at RAND in 1 954, working on the 
"criterion problem," as well as his role as consultant through 1958, was 
largely peripheral to his later research. Despite the fact that the new ana
lytic language of collective decisionmaking as put forward by Arrow and 
Downs were woven into The Calculus of Consent, he and Tullock formed 
their collaboration quite apart from any established intellectual move
ment. Immediately after publishing their book, they were centrally in
volved in creating an interdisciplinary professional society with a much 
wider scope of operation than the center at the University of Virginia. 
Named the Public Choice Society in 1 967, it would serve as a steady 
organizational focus for both men, despite their respective nomadic re
location from university to university over the ensuing years. In 1 968 
Buchanan resigned from the University of Virginia in protest over Tul
lock's being denied tenure for the third time. 37  The two continued their re
search and promotion of the Public Choice Society at Virginia Polytech
nic Institute, where they established the Center for the Study of Public 
Choice in 1 969. Both the broadly interdisciplinary Public Choice Society 
and Buchanan and Tulloch's center depended on the organizational co
herence and esprit de corps generated by Betty Tillman, who has provided 
administrative support from the early 1 960s to the present. 

The Public Choice Society, which had originally convened as the 
"Committee for Non-Market Decision Making," drew together scholars 
who were working in the same vein as Tullock and Buchanan, all con
centrating on positive analyses of nonmarket decisionmaking problems 
outside the domain of traditional economics. The society became the hub 
for scholars of disparate academic fields who met yearly to discuss aca
demic papers. Within only three years of the group's founding, it could 
boast of having among its members a virtual rational choice hall of fame: 
James S. Coleman, Anthony Downs, John Harsanyi, Roland McKean, 
Mancur Olson, Vincent Ostrom, John Rawls, Thomas Schelling, and 
Aaron Wildavsky. In its third year of operation, the political scientist 
William Riker took on a key organizational role. 

The society is noteworthy for several reasons. First, with its prominent 
and interdisciplinary list of participating members, the society illustrates 
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how the rational choice movement unfolded as a complex of knowledge 
comprised of an interlocking set of interdisciplin�ry rev?l.u

tions: The 
fields represented in the society included economtes, pohncal soence, 
public policy, sociology, mathematics, and �hilosophy. �ather than hav
ing one discipline predominate, the spirit ot the �nterp

.
nse was one �f an 

innovative synthesis that created the field of pubhc chmce b� generatmg a 
new language of political economy in the space between mamstream e�o
nomics and political science. Meeting yearly, the soCiety helped estabhsh 
the critical mass necessary to generate a new field. Thus, for example, An
thony Downs, Henry G. Manne, Mancur Olson, a�1d William Riker all 
reviewed and participated in discussions about the 1mpact of The Calcu

lus of Consent. Js The manuscript for Buchanan's 1 967 Publtc Fmance m 

Democratic Process was reviewed by four active members of the Com-
mittee for Non-Market Decision Making.39 

From the publication of the compiled essays presented at the first three 
meetings of the embryonic society grew the journal Publtc Chozce. The 
title was clearly meant to counter the phrase "social choice," which con
jured up images of the welfare economics tradition.40 It would always 
convey some tension between the larger community of researchers who 
met as members of the Public Choice Society and Buchanan and Tullock's 
Virginia-based school of Public Choice, which �apitaliz�d on the sa�e 
name. With the establishment of the journal , wh1ch contmues to pubhsh 
works of formal analysis today, a field of scholarship was born that was 
dedicated to "the application of essentially economic tools and n:ethods 
of reasoning to areas outside traditional economics . "  4 '

. 
A new JOUr�al 

was necessary because traditional economics journals fa1led to rec
.
ogmze 

the importance to their d iscipline of what seemed to be a rogue chque of 
scholars. Mainstream economists were not leading the way toward ex
tending economic analysis to new fields. That trail was b lazed instead by 
the interdisciplinary band of researchers that drew its identity from the 
commitment to the analysis of self-interested rational action and of col
lective outcomes of individual decisions. The unique style that coalesced 
out of public choice scholarship represented a synthesis that, w

.
hile draw

ing inspiration from various strands of economic theory, over t1me �ould 
itself influence mainstream economics. Mancur Olson articulates this nu
anced transition within economics in his observation that " li ]n recent 

years . . .  economic theory has come to be conceived as a general the�ry 
of rational behavior, rather than merely a description of market behavior 

in capitalist economies." 42 
The newly established public choice tradition challenged basic eco· 

nomic assumptions that drew a clear distinction between political pro· 

cesses and law on the one hand, and the economic marketplace on che 
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other hand. Vincent Ostr?m, writing a general memorandum regarding a constitution for the Pub!tc Choice Society, noted the group's interest in "the application of economic reasoning to problems of public choice or non-market decision making. " He also acknowledged that scholars interested in public choice took up questions outside the scope of mainstream econom1cs, and that these scholars "are lifting the veil of the law and order postulate and [are] inquiring about the logic of collective action the strategies of conflict and of inter-dependent decision-making, the ;rinCiples of polltlcal constraint, the calculus of consent and the calculus of threat system�. "  43 <?ver the following decades, insights and methods germane to publ�c chotee scholarship-such as game theory, a focus on the mtcrofoundatwns of individual decisionmaking, and institutionalized factors constraini
.
ng market transactions-would become increasingly central to econom1cs. Key to the transition from market to nonmarket dec�sionmaking was the supersession of the heretofore focal concept of scarc

.
lty. Hence,

.
the areas of concern as well as the tools and explanatory tactics of publ1c chotee theonsts have been incorporated into mainstream economics. 

Some observers see the public choice movement to have emerged from a pattern of "economics imperialism," in which mainstream economics extends its do�ain by routinely encroaching on and appropriating formerly external subjeCt matter, bending it to its own disciplinary methods and standards.44 However, the clear pattern, which Vincent Ostrom articu!ate
.
s,

.
is of �he establis??1ent of a field of study drawing on methodological l?dJvJdua!Ism and selt-mterested rational action that comes to pose an entirely new set of questions not of interest to most mainstream economists: 

The works of Mancur Olson and of Gordon Tullock have provided devas
tatmg cnttques of group theory and of the Weberian theory of bureau
cracy-two of the old classics in political science and sociology-and 
pomted the way toward the use of a fundamentally different paradigm in the analysis of collective action. Buchanan and Tullock's introduction of a cost calculus into the analysis of decision rules opens new possibilities for �eveloping a rigorous form of institutional analysis which was never realIZed by the earlier institutional economists. Together with the work of [Kenneth] Boulding and Schelling in relation to international decision making Black, Downs, and Riker on elections, parties and coalitions, and [RichardJ Musgrave and [Wilham] Baumol in public finance, we have many of the elements which I would expect to grow into a basic paradigmatic revolution 1I1 pobttcal science, sociology, anthropology and law.45 �s Ostrom sees it, because the early public choice movement was essen-ttally · d '  · 1 .  · . 1 . th l�ter ISCip mary, 1t snmu ated a general sh1ft in perception across e soc1al sciences . 
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The economics discipline did not play host to the revolution thus de
scribed by Ostrom, neither by recognizing the new movement's core re
search concerns nor by providing institutional support for its research ini
tiatives. Nevertheless, according to Ostrom, " [P]rospective members of 
the Public Choice Society will thus have ties to the variety of social science 
discipl ines which serve as the basis for departmental organization in many 
universities while sharing theoretical interests based upon a common par
adigm that tends to cross disciplinary boundaries." 4" From within the 
movement it was clear that there was a well-defined community of schol
ars participating in a shared research enterprise of analyzing collective de
cisionmaking processes according to the new rules of methodological in
dividualism and self-interested rationa l action in parametric and strategic 
environments. As Ostrom understands it, the development of public 
choice is a single "paradigmatic revolution" that "is occurring within a 
universe of discourse as wide as the social sciences," and that "can be ex
pected to have a major impact upon work in the various social sciences." 
Far from representing the colonization of the social sciences by econom
ics, this new i ntellectual tradition "is essentially inter-disciplinary in its 
thrust," and has a common source of origin in the interstices between tra
ditionally defined academic fields. Economics, as much as the other social 
sciences, would feel the impact of the public choice movement as its own 
set of research questions and methods were altered to face the new chal
lenges raised by the savvy public choice scholars who consistently saw 
economic transactions as intertwined with nonmarket decisionmaking 
procedures.47 

Buchanan's take was similarly emphatic: 

Contributions from organization theory, information theory, the theory of 
teams, statistical decision theory, game theory, learning theory, theoretical 
welfare economics, pure theory of government finance, and others point to
ward a fundamental revision of existing orthodoxy, and an emerging con
sensus on what may be called a general theory of social structures, which 
will surely include political organization only as one among an array of 
forms. These developments should help to break down the barriers among 
the disciplinary specializations in the soc ial sciences, barriers which have 
been, at best, arbitrarily erected and maintained.4x 

Thus, it is evident that the set of methods that came together to form ra
tional choice theory did not flow out of mainstream economics but 
emerged as an exciting new movement attracting scholars in numerous 
fields across the academy interested in bui lding a consistent social science 
method focused on individualism and the science of rationa l decision
making. 
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in spirit to Buchanan and Tullock's qu�stion about _
"what set of rules 

should the fully rational individual, motiVated pnmanly by h1s own self
· nterest seek to achieve i f he recognizes the approval of such rules must �mbod; mutual agreement among his fel lows." 1 3  Rational_ choice l iberalism is founded on the dual principles of rationality, as a selt-mterested cal
culus, and the primacy of the i ndividual as the final arbiter �f person�! 
ends. It is characterized by the attempt to design a nonideologKal consti
tutional framework that privileges individual liberty and pr?vides a legal 
system in which individuals coordinate their actions, to wh1�h all part_

lc
ipants can in principle unanimously accede. Obviously, ratwn�l cho1ce 
theorists did not invent this project; however, they have contnbuted a 
unique interpretation of it. 54 

. .  In his paper presented to the Committee for Non-Market Deoston
Making, Rawls challenged the favored status among economists of the 
Pareto principle specifically because it reinforces the s:atus quo endow
ment of individuals' resources.55 Economists workmg m the tradmon of 
welfare economics had long privileged Pareto optimality as a criterion for 
deeming one social state as superior to another because it does not rely on 
interpersonal comparisons of utility, and it strictly relies on vol

_
untary ex

change thereby ruling out any form of coercion as an appr?pr�ate �neans 
to determine social ends. Having said that, the Pareto cntenon IS also 
widely acknowledged by economists to affirm the statu� quo arrangeme?t of resources and, hence, despite its lack of coercive torce, tacttly legit
imizes the status quo.56 Rawls departs from Buchanan and Tul l�ck, ar
guing that in a hypothetical "original position" in wh1ch the sooal 

_
c?n

tract is hammered out, agents would go further than the Pareto conditiOn 
to adopt what he calls the "difference princip le. " 57 Rawls explains that 
"the difference principle goes beyond the notion of (Pareto) effic1ency to 
a principle of j ustice, " because it adds the requirement that differences of 
earning potential within a society must always be structured so as to 
benefit the least well-off person. s g  

. . . . " eil Rawls mirrors Tullock and Buchanan 111 developmg h1s 1dea of a � 
of ignorance, " behind which people reach constitutio�al agreement

_ 
With

out having any knowledge of their station in life, even mcludmg_ th�
Ir
_ 
race 

and gender. Similarly, Tullock and Buchanan maintain that an mdi":1dual 
be uncertain as to his "precise role in society" during the process ot con
stitutional design, and that therefore the individual " is considered not t? 
have a particular and distinguisha�le interest separate and apart from h�� 
fellows." 59 Thus, Rawls shares w1th Buchanan and Tullock the oper , · · f h · d. ·d I' " t· · ty" or " ignorance tiona! startmg pomt o t e m tVI ua s uncer a m  

. !-concerning her precise status in society; they share as well the ratwna
_
l ca 

I culation of interests that the individual employs to evaluate constttutwna 
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princip les. They d!verge, however, on the extent o f  the uncertainty and ignorance mvolved 111 th1s process: Rawls advocates more and Tullock and Buchanan believe less is more rea listic. Even given their common initiative, other differences between Rawls's system of justice and rational choice theorists' positions on constitutional democrac� would emerge �ver time. Thus, while initially believing his theory of JUStiCe to be consistent with rational choice theory, s ince both looked to human rationality as foundational, Rawls later denied this con�istency.60 The distance between Rawls and rational choice theorists grew 1� part over th� question of whether Rawls's theory upheld the prohibitiOn
. 
of normative assumptions and the thorough-going commitment to self-mterested st�ategic reason. Although at the 1 964 meeting Buchanan cho

_
se to emphasize h1s agreement with Rawls, already the seeds of later schisms between Rawls and rational choice theorists are visible. It could be 

_
ask�d within the context of Rawls's paper, for example, if his theory of J UStice relied solely on the founding premise of self-interested rational action, or if it demanded normative or deontological assumptions such as "the good," or "duty. '' 
The question of the normative consensus providing sufficient cohesion to enact the most basic market transaction remained at the heart of scholarly debate anim

_
ating 

_
rational choice l iberalism. Battle lines of pro-Western 

_
democratiC l tbera hsm versus doctrines of "ideal democracy " or "orga�1c statehood" were drawn: rational choice l iberalism dep�nds on a ratwnale consistent with individualism and nonnormative scientific an�lysis of rational self-interest in opposition to authoritarian' socialism, wh1ch transgresses the basic precept of individualism and possibly also that of nomdeological analysis. Theorists auguring into the debate over the constitutional design had to accept the guidelines of individualism co�bi�ed with 

_
scientific analysis, or face the result of being charged with actmg 111 collusiOn with totalitarianism or Stal inism. Buchanan himself claimed that his entire theory of political economy and constitutiOnal democracy boils down to the basic principle of exchange based on consensual agreement: "The simple exchange of apples an? oranges between two traders-this i nstitutional model is the starting P

h
omt for all I have done. " n l  However, in the face of the social unrest of t e 1 960s and 1 970s, Buchanan lamented the loss of the normative con�ensus that celebrated "hard work, and responsible or rational behavIor. " 62 He explains: 

!"iY diagnosis of American society is informed by the notion that we are livillg during a period of erosion of the " social capital "  that provides the baSic framework for our culture, our economy, and our polity-a framework 
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within which the " free society" in the classically liberal ideal perhaps came 

closest to realization in all of history. 63 

The ultimate source of "moral anarchy" threatening to dissolve l i�
,
e�al so

ciety is "the negation of both moral co
.
mmumty and

.
moral ?rder. Bor

rowing from Kant-the quintessential deontologiCal phdospher-the 

precept necessary to establish moral ord�r, 
.
B�cha�a� approaches the 

battle line between ideal democracy and mdividuahstiC demo�racy. He 

observes that moral anarchy "is a setting within which persons vwlate the 

basic Kantian moral precept that human beings are to be treated as e�ds 

" 65 Thus in establishing operating principles for constitu-
not as means. , · 1 
tional design predicated on self-interested calculus, Bu�hanan s1mu ta-

neously lifts a leaf from Kantian moral philosop�y that IS at least a step 

in the direction of achieving the consensus on social ends that 
.
Arro� �ad 

postulated as a way to negate his impossibility theor�m .
. 
66 With this Im

pulse to recognize a minimal normative consensus as md1spensable to �o

cial interactions as basic as trade, Buchanan tacitly endorses the Kant1an 

dictum that individuals must be treated as ends in thems�lves. Ho�ever, 

like all rational choice theorists, he is hard-presse? to denv� even this ba

sic normative consensus from the principle of ratiOnal self-mterest. 

Buchanan is forced, by both his view of traditional moral consensus 

and his view upholding free trade and private property, to support the sta

tus quo arrangement of society. As he wrote to W. Samuels: 

1 do not especially like the status quo defense that my methodology forces 

me into but where can I go . . . .  In my vision, the status quo does have a 

unique ;lace, for the simple reason that it exists, and hence offers the start

ing point for any peaceful (contractual)  change . . .  � My defense of the sta

tus quo stems from my unwillingness, mdeed, mabtlny, to dtscuss changes 

other than those that are contractual in nature . . . .  The status quo has no 

propriety at all save for its existence, and it is all that extsts. The pomt I a;� 

ways emphasize is that we start from here and not from somewhere else. ' 

h . . I 
It is James Buchanan's respect for the status quo as resting on Istonca 

precedent, his belief in a necessary underly
.
ing moral consensu� to s�pport 

the social fabric, uncompromising behef m free trade, and h1s clmms �o 

espouse classical l iberalism that makes his theoretical legacy one of polit-

ical conservatism. 

Conclusion 

When the 1 986 Nobel prize for economics was awar�ed to �am:� 
Buchanan, it signaled the arrival of pubhc choice scholarship as an mte 
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nationally acclaimed body of research. It also signaled the swan song of 
Buchanan and Tullock's long-term partnership; Buchanan was the sole re
cipient of the coveted prize, and Tullock's career-long contributions to 
their joint efforts would for the moment be deemed secondary.68 
Buchanan and Tullock's work specifically and public choice scholarship 
generally had, since its debut in the 1 960s, been considered outside the 
scope of mainstream economic concerns. But two decades later, after the 
rebirth of political economy and the attendant study of interrelationships 
between political decisions underlying the formation of decision rules 
yielding economic policy, it had found its place in that formerly recalci
trant and entrenched discipline. In addition to constitutional design, pub
lic choice scholars analyzed public goods, bureaucracies, the legislature, 
the behavior of government agencies, and rent-seeking, all from the per
spective of rational egoism.69 By the late 1 990s, their approach to politi
cal economy had become standard even in Hong Kong's public manage
ment curriculum.7° 

Buchanan's essay in which he proclaimed that "socialism is dead" 
helps give some perspective on the theoretical legacy of public choice and 
its timely articulation anticipating the global demise of communism. He 
asks, "How did we, as members of the academies and intelligentsia, come 
to be trapped in the romantic myth that politically organized authority 
could direct our lives so as to satisfy our needs more adequately than we 
might satisfy them ourselves through voluntary agreement, association 
and exchange, one with another ? " 71 Buchanan goes on to say, "I suspect 
that, literally, thousands of man-years will be spent in efforts fully to an
swer this question . "  72 Recalling the time when the West was caught in the 
icy grip of the Cold War fear of communism, he reminds us that "the 'fa
tal conceit' r of socialism l was almost universal . . .  there were socialists 
among us everywhere, in all societies, at all levels of discourse, and . . .  
there are many who still cannot escape from the socialist mind-set ." 73 

Quite the inverse of explaining the long-term staying power of social
ism, my task in this book is to chronicle and explain the rise to preemi
nence of rational choice theory and of rational choice liberalism. 
Buchanan argues that public choice theory was " influential in providing 
an intellectual basis which allows observers to understand better what it 
is they observe[ d] " as communist governments floundered and failed. 74 
According to Buchanan, in debunking the delusion that government bu
reaucracy acts in the best interests of constituents, public choice scholar
ship has provided the more realistic understanding that all government 
officials are self-interested rational actors, and that government is best 
designed when each individual's calculus of interests is entered into 



1 54 Chapter Three 

the equation. Elsewhere Buchanan suggests that public choice scholar
ship helped to lift the veil of illusion from wide-eyed, naive believers in 
socialism and welfare economics because of its effectiveness in explain
ing the actual politics of economic life not j ust in the United States but 
worldwide: 

Public choice theory, broadly defined, came along in the 1 960s, 1 970s, and 
1 980s to offer intellectual foundations that a llowed citizens to understand 
the political failures they were able to observe at first hand . . . .  Once this 
elementary shift in vision is made . . .  the critical flaw in the idealised model 
of politic; and politicians i s  exposed. No longer could the romanticised 
model of the workings of the state be tolerated.75 

It is impossible not to notice that the rise to academic preeminence of ra
tional choice theory in the late twentieth-century paralleled the demise 
of communism, both by shoring up the foundations of Western liberalism 
and by explaining the failure of authoritarian regimes wedded to 
socialism. 

Whether or not one bel ieves that the collapse of the Berlin Wal l  and 
d isintegration of the Soviet Union were inevitable because of their failure 
to give priority to individual assent and free trade, it is not possible to ar
gue that the development of rational choice theory was inevitable. Ratio
nal choice theory grew out of the Cold War environment in which the 
nightmares of Schumpeter, Popper, and Hayek were daytime reality for 
millions of people. Public choice theorists were well-placed to explam t�e 
inconsistencies and weaknesses of socialism in the 1 990s because the1r 
theoretical system had negated it from its inception. When the final fail
ure of Soviet communism caught Western observers off-guard, especially 
given how quick was its collapse, public choice theory could explain ex 
post facto the inherent inconsistencies and instab

_
ilities of pl

_
anned, a�

thoritarian economies. These shortcomings were tar from evident to ei
ther 1 940s protagonists for liberalism or to the proponents of military 
buildup in the 1 960s, when it appeared all too possible that the Soviet's 
planned economy might outstrip Western production.76 In effect, the 
readiness of public choice advocates to pronounce that "the god that was 
socialism is demonstrably dead," and to posit further that this death was 
prefigured in the value-free, scientific analysis of rational choice theory, 
distorts the chronology and causal structure of the historical narrative.l7 

Public choice differs from classical liberalism in its single-minded ded
ication to the principle of rational self-interest, and in proposing that 
questions of constitutional design can be settled by recourse to preciselY 
formulated mathematical models reHecting individuals' self-mterested 
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calculations. I t  accepts as a fundamental axiom the sanctity of the individual's preferences over ends, and p roposes that constitutional design and daily decisionmaking can be understood as a precise calculation of interests. Public choice also seeks to translate questions of constitutional design into a calculus of expected utilities with the result that decisionmaking rules are legitimized when they coordinate individuals' privately held interests in a manner best approximating voluntary exchange or contractual agreement. 
There is an intriguing tension within the historical accounts of the rational choice movement. On the one hand is the tendency to claim theoretical innovation for the movement and for its findings while, on the other, to claim that these theoretical results are somehow internal to the logic of democracy and political economy as understood by the Founding Fathers. This attempt to both claim the intellectual legacy handed down by the founders but to also claim originality in understanding collective decision problems is similar to a related historiographical tension . This second tension results from associating the development of public choice scholarship with the practical demise of socialism, as though both were somehow inevitable, and yet acknowledging that this inevitability is apparent only in hindsight. 

The originality of the public choice movement is best appreciated as a direct response to American Cold War concerns. The creative reinterpretation of American liberalism was the hybrid result of drawing on the legacy of Enlightenment l iberalism expressed by Adam Smith and America's founders, as Buchanan and Tullock are quick to acknowledge, and transposing these insights into the new, mathematically formulated language of self-interested rational action. It is more appropriate to view the 
�ew realism interjected into American analysis of political economy durmg the Cold War as a positive step toward securing a vision of politybased self-determination of individual interests than it is to view it as a cynical statement about human nature. However, it is a lso important to 
�ealize that this thorough-going commitment to individuals' utility maxI�izing calculation in the arena of politics was designed from the beginnmg in opposition to idealistic democracy, socialist economics, and collectivist sentimentality. Since this opposition is built into the very fabric of public choice theory, it is reasonable to suggest that the theory is wellpositioned not j ust to give an authoritative account of the disintegration of socialism, but also to assume preeminent status as the leading social theory. 
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William H. Riker's Positive 
Political Theory 

In the world today two concepts of society are competing, communism and de

mocracy . . . .  Of course, I never expected to get to China [Taiwan]-but here I 

am. But what pleases me even more is to be able to visit the country which has 

for thirty years been a steadfast opponent of communism. 

William H. Riker 

TH E three schools of rational choice theory discussed in this book

social choice theory, public choice theory, and positive political theory

each differ in their disciplinary status. The economics subfield of social 

choice theory, with interdisciplinary implications for political sci�nce, po

litical theory, and the philosophy of justice, arose without oversight as a 

consequence of scholars' fascination with the technical sophistication an� 
elegance of Kenneth Arrow's impossibility theorem. No directed, disCI

plinary coordination structured the growth of social choice th.e
ory. �y 

contrast, James Buchanan and Gordon Tullock's sch�ol ot pubhc choice 

received attentive nurturing and institutional support trom both scholars, 

who oversaw programs dedicated to its research at the University of Vir

ginia, Virginia Polytechnic Institute, and George Mason Uni
.
versity. 

The development of positive political theory is different still . Like pub

lic choice theory, it was institutionally based, at least initially, but at t�e 
University of Rochester. Its development was also carefully fostered by

.
ItS 

intellectual progenitor, William H. Riker ( 1920-93) .  However, unhke 

social choice or public choice theory, Riker's positive political theory b�

came central to the entire discipline of American political science. For thiS 

reason, it offers the best opportunity for investigating disciplinary t�ans

formation along the lines of quantitative formal models of the ratw�al 

choice variety. The story that unfolds is one of active engagement �Ith 

central Cold War issues concerning potential Soviet threats to Amencan 

democracy, both as a global superpower and as a philosophical opponent. 

Instead of ignoring nuclear weapons and Marxist political philosophY 

by adopting a language of scientific neutrality, Riker, like Arrow and 

1 5 6  
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Buchanan, was centrally involved in defending the American democratic 
republic by m_apping its contours in universally relevant and philosophi
cally mimmahst formal models grounded in individualistic, rational self
Interest. 

Of course, there was no real shift in the underlying attention American 
s?cial sciences_ paid to American democracy. The only shift was a genera
t�onal 

,
�hang� m,

leadership in the post-World War II period that empha
sized. sc1ennfic -meanmg nonnormative and quantitative-analyses. 
As discussed in chapter 2 in contrasting Kenneth Arrow's formal model 
of democracy with John Dewey's concept of a discursive public, a com
parable concern to_ defend liberal Western values against organic state
boo� and totahtanan communism received different expression. David �ollmger observes that the Dewey-Merton-Popper generation of public 
mtellectuals c�lebrated the Enlightenment values of science, democracy, 
and cosmopohtamsm m direct opposition to fascism and totalitarianism . '  
In Robert Merton's formulation, these values were universalism, disin
terestedness, communalism, and organized skepticism.2 The Cold War 
generation as rep�e�ented by Kenneth Arrow, Gordon Tullock, James 
Bu�hanan, and Wilham Riker similarly celebrated Enlightenment values, 
which they took to be at the core of the American democratic establish
m�nt. However, the Cold War generation's Enlightenment values had 
shi

.
fted t� emphasize the individual, rationality, objective scientific in

qmry, �mversalism, and democracy. Significantly, " rationality " referred 
t? self-mterested calculation instead of reasoned intersubjective discus
siOn, and scientific inquiry itself assumed objectivity to be a matter of 
cour

.
se 

_
and not �risi�g out of a personal commitment to integrity and im

�artiahty. It Is 111 this shift of focus within the familiar territory of En
l�ght�nment value� overlapping with Western liberalism that a key transi
tion m Amencan mtellectual history came about: " rational self-interest" 
becam� an acceptable expression out of step with the two-century-long 
skepticism that "self-love" could result in anything more than prejudice 
an� self-mdulgence, or that it could help secure the authenticity of sci
entific results.3 Under the rational choice approach to knowledge, it be
came customary to assume the objectivity of scientific results independ
ently from any personal characteristics of the inquirer. 

So far in discussing the articulation and development of rational choice 
theory in the economics subfield of social choice and in the context of 
the public choice school, I have sought to show how that theory and its 
methodology were interwoven in the Cold War initiative to undermine 
communism as an intellectually coherent economic and political philoso
phy. In the attempt to overcome communist theory, a rethinking of the ba-
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sis of American democracy and its relationship to economic liberalism 
was prompted; this reconceptua lization relied on a combination of indi
vidualism and rational self-interest formulated in the precise l anguage of 
mathematics. It led to the demolition of the traditional concept of the 
"public," formerly central to American democracy.4 It also led to quanti
tative modeling of collective decisionmaking procedures that transformed 
the emphasis from one of discursive democratic wil l  formation through 
reasoned argumentation to an exercise in mathematical ly amalgamating 
individual preferences.5 

The mathematical formalism structuring rational choice theory is im
pelled by the same academy-wide momentum propelling an increased em
phasis on formal models as an indication of scientific standing. This 
movement has received sustained attention by historians providing ac
counts of disciplinary transformation in the American social sciences, es
pecially fol lowing World War If.6 The priority given to mathematically ar
ticulated research findings has two rationales. First, in the wake of World 
War II, during which scientific analysis of strategic problems proved use
ful to the war effort, additional mathematica l ly oriented research was 
supported as a response to the Soviet Union's successful launch of the 
Sputnik sate l l ites. Money was thus channeled to research endeavors that 
provided quantitative analyzes of social issues. Second, this preference for 
mathematical formulas and models served the function, as RAND lead
ers realized, of depoliticizing research by translating contentious social 
debates into the "objective" language of mathematics. 7 

The goal of removing both faction and ideology from the design of col
lective decisionmaking procedures is evident in the origins of RAND's 
Planning-Programming-Budgeting System and in Arrow's social choice 
theory. In this chapter's account of William Riker's transformation of the 
discipline of political science throughout the United States, the favored 
status of mathematical analysis is again apparent. However, in the case of 
rational choice theory, arguably the preeminent and paradigmatic ex
ample of mathematization of American social science, the two rationales 
for the ascendancy of mathematical ly articulated research mentioned 
above are necessary, but not sufficient, for understanding the powerful 
role that the theory has come to play both in American academia and in
creasingly abroad. 8 Therefore, I present a complementary argument ex
p loring the role rational choice scholarship has p layed since its origins in 
informing what has now become a formidable and widely accepted theo
retical infrastructure of American democracy. This infrastructure is of 
chief importance because it not only shapes political discourse, but also 
political practice. Thus, I argue that the particular content of rational 
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choice theory's basis in individualistic rationality served to stabi lize think
ing about democracy, political economy, and j ustice during a time of ide
ological strife against a Cold War adversary. Leading social science theo
rists were keen to adopt nonnormative theoretical models to ground 
analyses of democracy and markets, but this was not because they turned 
their backs on the riveting faceoff between Western liberal ism and Soviet 
communism. Rather, rational choice theorists embraced the constraints 
of reconceptualizing democracy in a scientific, nonnormative fashion; 
they restructured democratic theory a long the lines of rational choice the
ory as a direct response to communism. The implicit form of individual
ism and definition of rationality informing rational choice theory were 
from the outset fashioned to render authoritarianism and collectivism 
theoretica l ly moribund. This ostensibly nonideological academic effort to 
secure the foundations of American constitutional democracy resulted in 
"rational choice l iberalism": the search for a legal framework upholding 
the " negative li berry" ideal serving to coordinate the actions of self-inter
ested rational agents. 

Perhaps it has been the great success of Cold War social scientists in 
promoting the " va lue-free" nature of their methods that makes it difficult 
for later observers to appreciate the extent to which, at least in the case 
of rational choice scholarship, many scholars were centrally concerned 
with defeating communism. For example, Thomas Bender finds that " [b ]y 
1 950 the intolerance generated by McCarthyism and the Cold War 
moved academics and inte llectuals general ly to make themselves and their 
work less vulnerable to attack." To this end, he reports that "Marx was 
replaced by Freud, the world 'capitalism' dropped out of social theory af
ter the war, and class became stratification . . . .  Economics . . .  turn[ed] . . .  
away from reform and distribution questions." 9 Bender's observation, 
while acknowledging the impact that competitive Cold War fervor had on 
American academics, misses the drama underlying the formulation of ra
tional choice theory as a direct response to the intel lectual puzzles be
queathed to the Cold War generation by communist Marxists. 

"Marx" is surprisingly alive in the early canonical rational choice texts 
as the " other," who adept l iberal theorists sought to debate into submis
sion. Bender claims that the "political scientist David Easton has found in 
McCarthyism a stimulus for development of a more scientific and objec
tive political science, for it provided a 'protected posture for scholars.' " 10 

Rational choice theory, as it developed, certainly embraced objectivity. 
However, it was not by avoiding the key issues of the confrontation be
tween Western l iberal ism and Soviet communism that it prospered. Quite 
to the contrary, it was specifical ly by facing these concerns head on, 
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within the " beyond ideology" context of postwar academics, that it tri
umphed. Instead of assuming "the virtually unchallengeable supremacy 
of the nation's liberal-democratic ideology," the early rational choice the
orists strove to secure this supremacy in response to the threatening over
tones sounded by the Schumpeter-Hayek-Popper trio, and by the actual 
Soviet opposition marked in deed and creed. Bender calls for a "precise 
chronology and generational succession" 1 1 in tracing American social 
scientists' responses to postwar pressures, and it is to this call for histor
ical specificity that this chapter replies. 

Riker's Early Writings 

The significance of Riker's early writings is best viewed against the back
drop of the status guo of political science in the 1940s and 1 950s. Riker 
would supply what the discipline lacked: a vision for how to deliver on the 
promise of a "science of politics ." Following World War II, political sci
ence was in disarray. 1 2 American political scientists debated continually 
over the appropriate method and substance of their field, leading one ob
server to comment, "The political sciences are a very fair illustration of the 
following: as a whole they are sure neither of their methods nor even of 
their subject matter, but [are] hesitant and groping; and further, taking it 
all in all, can they really boast of a sufficiently abundant harvest of 
achievement to resolve doubts about their essential premises?" 1 3 This la
ment later would be echoed by Charles Lindblom in a 1 990s disciplinary 
retrospective capturing the midcentury confusion over method that en
gulfed American political scientists. 1 4 In the immediate postwar period 
there were two fundamental methodological approaches in the field. Some 
political scientists sought to "emulate[ e) . . .  the natural sciences . . . .  Ob
jective description and precise measurement have become their ideals." 
Others promoted political science as a normative enterprise in which the 
study of particular political institutions is guided by values and ethical 
postulates . I S  Variants of the approach to political science included the his
torical, case study approach that resonated with the then-popular public 
law and public administration studies of Leonard D. White; the journal
istic approach of Walter Lippman; the psychological approaches of 
Harold D. Lasswell; the political and democratic theory of John Dewey; 
and the growing behavioral approach emphasizing surveys and statistics 
as found in the work of Charles E. Merriam. 

Although there was already a clear tendency to promote statistical 
methods and quantitative techniques, especially evident in the behavioral 
school, there was nothing on the intellectual map remotely resembling 
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what would come to be positive political theory, or rational choice theory. 
Its seemingly closest cousin, the then-flourishing behavioralist approach, 
emphasized statistical correlation and empirical testing but lacked the 
concept of axiomatic treatment of human behavior and reliance on mini
malist assumptions to yield general laws. The behavioralist approach in
stead generally focused on psychological attitudes to derive empirical 
generalizations. Behavioralism did uphold the standards of scientific rigor 
and embraced quantitative analysis. When contemplating the waning for
tunes of behavioralism in light of the waxing fortunes of positive political 
theory, it should be remembered that the successes of rational choice the
ory represent a particular mathematically formulated method that out
dueled not j ust case study-based or normative political science, but also 
other quantitative approaches. Rational choice theory offered a compre
hensive means to reconceptualize capitalist democracy while behavioral
ism did not. 

In 1 948, William H. Riker graduated with his doctorate in political sci
ence from Harvard University, where he studied under Carl Friedrich. His 
dissertation, on the Council of Industrial Organizations, reflected the then 
popular case study approach. In the midst of a poor hiring climate, Riker 
accepted a faculty position at Lawrence College, Wisconsin, in 1 949. 
There he remained for the next decade, building up a small political sci
ence department, and working to articulate his thoughts on political sci
ence methodology. During this period he was awarded two fellowships, a 
Ford Foundation education grant, which he relied on to write his first 
text, and a Rockefeller fellowship, which he used to assemble his thoughts 
on a new science of politics. Riker's 1 953 text, Democracy in the United 
States, provides no hints of intellectual ferment preceding his adoption of 
the mathematically articulated language of rational self-interest that 
would increasingly come to structure his thinking about politics. 1 6 

Dating back to his days as a graduate student, Riker had been intellec
tually dissatisfied with the dominant case study approach which political 
science shared with the overlapping fields of legal history and public ad
ministration. He was actively casting about for a new method to serve a 
platform on which to build a robust science of politics. In 1 954 two �AND researchers, L. S. Shapley and Martin Shubik, published a paper 
li1 the American Political Science Reuiew with a formal treatment of what 
they referred to as a "power index." 17 Within the context of game theory, �h1s paper defined the "power index" as a mathematical formula express
li1g a legislator's power as a function of his ability to swing decisions. It 
exemplified a new type of analysis that spoke about political processes in 
the language of mathematics, including the work of John von Neumann, 
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Oskar Morgenstern, Duncan Black, Kenneth Arrow, and Anthony 
Downs. Riker rapidly worked his way through this body of research, all 
of which was developed outside of the disciplinary bounds of political sci
ence, and introduced it into his curriculum at Lawrence College. 

Drawing from such a broad array of work, by the mid- 1 9  50s Riker 
had assembled a stimulating collection of approaches to the study of po
litical phenomenon, including methodological individua lism, an empha
sis on microfoundations, game theory, spatial models, axiomatic set the
oretic treatment of rational action, and genera lized Condorcet results 
questioning the validity of processes for collective decisionmaking. All 
these approaches, however, were marginal in their own fields, and re
quired disciplined and unifying development before they could serve as 
building blocks for a new approach to the study of political events. No
tably, Riker was the first non-RAND theoretician to recognize the poten
tial of game theory for understanding political interactions. In fact, it was 
Riker who bestowed on game theory the promise of a new life during a 
crucial lull: after RAND defense strategists concluded the theory was of 
little merit for studying warfare, and before economists grasped its prom
ise for grounding a new mathematics of the market, Riker began using 
game theory to structure empirical studies of coalition formation among 
his undergraduate students at Lawrence College. 

Between 1 9  57 and 1962, Riker wrote three formal papers that con
tained initial steps toward his eventual theoretical synthesis. Two papers 
drew on Shapley and Shubik's power index, and a third explored whether 
Arrow's impossibil ity theory, which predicted the n-person voting proce
dures for more than two outcomes demonstrate an inherent instabi lity, 
pertained to actual voting practices. 1 8  Whereas these papers presented 
their findings mathematically and attempted to draw generalized conclu
sions by combining theoretical deduction with empirical tests, they did 
not as yet put together the pieces that would later characterize positive 
political theory. Notwithstanding Riker's mid- 1 950s experiments on 
coalition formation using a game-theoretic structure, neither game theory 
nor an expl icit "rational action'' model was relevant to these early papers. 

Riker also authored two papers in philosophy before the close of the 
decade. These articles discuss the importance of carefully circumscribing 
the events defining a scientific study, and the need to base science on "de
scriptive generalizations.'' 1 Y Although these articles were not earth-shat
tering to the philosophical community, they do reveal R iker's grasp of the 
philosophical and conceptual issues necessary to ground his developing 
positive approach to politics. In them, Riker challenged the accepted view 
in political science that promoted the study of idiosyncratic details of rare 
and influential events. 
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The earliest indication that Riker's theoretical synthesis was complete 
is found in his 1 959 application as a nominee to the Center for the Ad
vanced Study in the Behavioral Sciences, housed at Stanford University. In 
his proposal Riker distances himself from his earlier work on federalism 
stating that "I describe the field in which I expect to be working at th; 
Center as 'formal, positive, political theory.' " He elaborates, "By Formal, 
I mean the expression of the theory in algebraic rather than verbal sym
bols. By positive, I mean the expression of descriptive rather than norma
tive propositions. " 20 This document is telling of Riker's own sense of in
tellectual development, and his reflective and unabashed program for 
political science: 

I visualize the growth in political science of a body of theory somewhat sim
ilar to . . .  the neo-classical theory of value in economics. It seems to be that 
a number of propositions from the mathematical theory of games can per
haps be woven in to a theory of politics. Hence, my main interest at present 
is attempting to use game theory for the construction of political theory. 2 1  

Riker was accepted and spent the 1 960-61 academic year as a fellow at 
the center. During this fertile year away from the responsibilities of teach
ing Riker wrote The Theory of Political Coalitions, which served as the 
manifesto for his freshly minted positive politica l theory.22 

An exchange with another fellow at the center indicates the extent to 
which Riker's formulation of a new method for studying political phe
nomenon was sufficiently expansive to reach from politics to evolution
ary biology, even at this early date. It is clear from the record of a con
versation between Riker and Larry Friedman that Riker suggested a 
connection between rational action and political success, implying that 
the "criterion of success or failure meaningfully relate[s] to the rational
ity or irrationality of a man's behavior." 23 In addition, Riker hypothe
sized that rational behavior is similarly rewarded in evolution, provoking 
Friedman to respond: 

[Regarding] your genetic drift hypothesis . . .  I think that most geneticists 
would deny that the gene pool of the human race is vulnerable to such 
transient and variable changes in the human genetic processes. In anv even, 
the implicit assumption that losers are irrational and that winn�rs are 
rational strikes me as not only unproven as a hypothesis but an untenable 
hypothesis.24 

This wide scope Riker wanted to give his positive political theory, appli
c_able to the achievement of political goals and also pertinent to evolu
ti�nary "success, " illustrates how ambitious he was in extending its ap
plicability: his new method of political science was consistent with a view 
of the world in which political rationality, as measured by successful at-
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tainment of goals, is in some sense equivalent to evolutionary success in 
survival and species propagation. This speculative exchange between 
Riker and Friedman anticipates a feature of the emerging rational choice 
theory, which over time would draw more explicit connections to evolu
tionary biology.25 Riker's recasting of "rationality" was bold. Rather than 
being a uniquely human trait that separates humanity from the rest of na
ture, rationality was now a universal "scorecard" :  any winning course of 
action is by post facto definition "rational," while any losing course of ac
tion is " irrational ." 

Riker's Theory of Political Coalitions 

Riker must first and foremost be recognized as the architect of a coherent 
methodology for political science that fit the bill of being "scientific," and 
the one who addressed the concerns voiced from within the field that po
litical science lacked disciplinary unity and analytic rigor. His Theory of 
Political Coalitions is innovative and j oins the aforementioned texts by 
von Neumann and Morgenstern, Black, Arrow, and Downs as part of the 
rational choice canon. The book's opening chapter serves as a prolegom
ena for "the Prospect of a Science of Politics," suggesting that science 
should be built up of deductive structures derived from intuitively 
justified axioms that are subject to empirical tests. 26 Riker proposed 
studying politics by analyzing its microfoundations of the decisionmaking 
of agents, whose actions could be modeled like particles in motion. Just 
as a particle's trajectory can be predicted if its momentum and the force 
exerted on it are known, so too can an agent's actions be predicted by 
knowing her preferences and the environment shaping her choices. Using 
this information, the political scientist could model the results of collec
tive actions through analysis of the parameters of individual decision
making. In proposing and enacting this new method, Riker intended to 
counter what he took to be the psuedo-science of Marxism and Marx's 
idea that macroeconomic conditions structure ideas and political rela
tions (5 ,  9 ) .  

Riker adopted David Easton's definition of politics as "the authorita
tive allocation of value," and made the crucial distinction that set apart 
his theory of politics from economic theory: whereas collective outcomes 
that occur in the market place are made in a "quasi-mechanical way," col
lective outcomes that are the stuff of politics are made by conscious pro
cesses ( 1 1  ). This is an important distinction because the rational actor in 
political arenas intentionally calculates how to achieve aims in a strategic 
environment with other similarly minded rational agents. Riker also drew 
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heavily on von Neumann and Morgenstern's formulation of human ra
tionality, as well as their zero-sum, n-person game theory ( 16 -3 1 ) .  

Ever methodologically aware, Riker carefully walked the line between 
"crude" economic rationality measuring agents' utility according to a 
single standard such as money and the tautological definition of rational
ity as agents choosing what they prefer, regardless of the content of this 
choice (20-22) .  For Riker, the concept of "winning" is as appropriate to 
political contexts of elections as it is to warfare. In both, winners take all 
and losers are eliminated, reinforcing the premium on "rational" behav
ior. Riker reinitiated enthusiasm that would later become contagious over 
the potential for game theory to be relevant to actual political situations. 
In the introduction to The Theory of Political Coalitions, he referred to 
the growing disillusionment that early excitement for game theory had re
sulted in, suggesting that the disappointment in applications of von Neu
mann and Morgenstern's "minimax theorem" should not detract from 
the overall usefulness of game theory to political scientists.27 

Riker's argument in his text is best understood as responding to 
Downs's Economic Theory of Democracy by applying von Neumann and 
Morgenstern's contention that their "discussion of games of strategy will 
show that the role and size of 'coalitions' is decisive throughout the entire 
subject." lH Downs had presented a protorational choice model relying 
strictly on marginal economic analysis of the self-interested calculation 
politicians make in seeking to maximize their votes in order to gain office. 
In Downs's analysis, politicians design their political agendas not on prin
ciple but strictly according to the principle of obtaining the most votes. 
He concludes that each political party will be induced to announce a cen
trist platform insofar as this is the best way to attract the most voters. 

Riker found Downs's logic to be flawed. He surmised that Downs's 
model of democracy results in contradiction because its dual premises 
that citizens vote to maximize their potential gains and that political par
ties strive to maximize votes cancel each other out. Seeming to acknowl
edge this inconsistency, Downs concludes that "rational behavior by po
litical parties tends to discourage rational behavior by voters. "  That is, 
according to Downs's analysis, in order to gain votes parties not only 
move to the center but also only vaguely articulate their policies, hence 
making it difficult for voters to rationally choose a candidate due to the 
ambiguity of payoffs. Attempting to rescue Downs from sinking into the 
quicksand of logical contradiction, yet preserving the overall theoretical 
commitment to agents' self-interested rationality, Riker reiterates the in
sight of von Neumann and Morgenstern highlighting the importance of 
the size of coalitions. Where Downs had mistepped, argued Riker, was in 
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finding that politicians maximize votes, regardless of the number of votes 
required to achieve a winning coalition. Using game theory, Riker derived 
his "size principle," holding that " [i ]n n-person zero-sum games, where 
side-payments are permitted, where players are rational, and where they 
have perfect information, only minimum winning coalitions occur. "  29 In 
Downs's model, political actors seek to attain the maximum votes, with
out limit. Riker deductively argued that party leaders create minimum 
winning coalitions so that the least compromise is necessary and so that 
the spoils of victory are divided among fewer coalition members. 

In proposing the "size principle," Riker demonstrated what he thought 
the ideal of political science to be: to progressively gain knowledge of 
familiar political processes by applying deductive argument and testing 
conclusions on empirical cases. In addition to the game-theoretic analysis 
of coalition building, Riker built in to his model concepts of uncertainty, 
dynamic decision processes, and stability or "equilibrium." He tested the 
conclusions reached through deductive logic on historical events and pro
cesses in the United States, such as the evolution of the American two
party system, which on occasion had briefly comprised three parties. He 
also analyzed international relations and warfare, hence initiating the 
field of game-theoretic analysis of international relations as a respectable 
topic for political scientists. 

Far from avoiding reference to either Marxist principles or to the un
folding Cold War bipolar competition to be "the leader of a world-dom
inating coalition," Riker's manifesto for a coherent study of politics con
cludes with a chapter entitled "Reflections on Empire: An Epilogue on the 
United States in World Affairs" ( 2 1 7, 2 1 1 -43) .  Riker recognized the 
tremendous boon to intellectual creativity the Cold War competition be
stowed and, acknowledging the Marxist roots of history of science, he ac
ceded that political competition most often provides the spark for sci
entific invention. Riker saw the Cold War power struggle between the 
United States and the Soviet Union as flowing naturally from his theory 
of political coalitions. Criticizing the postwar characterization of the So
viet Union by Western journalism as "an aggressive imperial power . . . 
constantly upsetting the status quo, " and its rationale as following from 
"the evil motive of Communist leaders," Riker promoted his explanation 
attributing "a rational (rather than evil) motive . . .  to the leaders of both 
sides" (228 ) .  In view of his deductive, predictive, and empirically testable 
study, Riker offered policy conclusions on the basis that " l  i]f politicians 
act upon them and that action is successful, as I am personally convinced 
would be the case, then in a pragmatic fashion the theory would be 
justified " (243 ) . Exhibiting the politica l realism that his school is famous 
for, Riker concluded his Theory of Political Coalitions with the personal 
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reflection that "I , as a (possibly overoptimistic) citizen in the leader of a 
world-dominating coalition, would like to see both the leadership and 
coalition survive . . .  at least as long as the lifetime of my children" (243 ). 

William Riker represents an engaged intellectual applying what he 
took to be nonnormative, scientific analysis to the core political question 
of his day: how political decisions are made over resource allocation in a 
zero-sum, winner-take-all world. Riker's writings acknowledge the legacy 
of Marx and the reality of the communist bid for hegemony, and he re
sponds with the balanced attempt to construct a science of politics ca
pable of generating unprecedented theoretical insights into the merry-go
round of human politics. Riker's contribution to the rational choice 
canon, like Buchanan and Tullock's The Calculus of Consent, method
ologically and substantively counters Marxism. In Theory of Political 
Coalitions, Riker advances a scientific, interest-based analysis of politics 
that challenges Marx's "main proposition of Capital . . . [that] 'Capital
ism is theft' " (5 ) .  In Riker's view, this conclusion of Marx can only rate 
as pseudo-science because Marx's "description" relies on the norms a l
ready implicit within the '' positive legal system" defining "theft." For 
Riker, legitimate political science is only entitled to positive analysis of 
human institutions relying on deductive models and empirical tests. Riker 
also counters Marxist "official dogma insist[ingJ . . .  that all political ac
tivity is mere superstructure supported by the really fundamental activity 
of economic l ife" ( 9 ) .  Instead of representing politics as epiphenomena 
driven by economic relations, in Riker's new political science, political 
events are studied as the deliberate and informed choices of self-inter
ested, rational actors. 

Disciplinary Synthesis of Positive Political Theory 

It is clear that it took imagination and vision for William Riker to syn
thesize the leads provided by von Neumann, Morgenstern, Black, Arrow, 
and Downs into a coherent theory of politics based on the idea of method
�logical individualism encapsulated in a theory of rational, strategic ac
tiOn modeled by n-person game theory. However, brilliant vision does not 
inevitably lead to achievement. Riker's ambitious platform for reorienting 
political science may have gone little further than his personal bibliogra
phy had he not tirelessly and deftly built up a graduate program specifi
c�lly geared toward educating theorists capable of transforming the entire 
dtscipline of political science. This achievement required a unique con
stel lation of circumstances that provided Riker with the resources and in
stitutional infrastructure requisite to carry out his program for reform. 

Shortly before setting out for the Center for the Advanced Study in the 
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Behavioral Sciences at Stanford in 1 960, Riker caught the eye of adminis
trators at the University of Rochester, who were seeking to establish grad
uate programs in the social sciences with national standing. The Univer
sity of Rochester, throughout most of the 1 960s, was flush with capital 
provided by the largesse of Joseph Wilson, head trustee of the Haloid-Xe
rox Corporation, who was committed to science as a means of bettering 
human l ives. This beneficence gave the University of Rochester an en
dowment that was in the league of Yale and Harvard for part of the de
cade. Resonating with Wilson's vision for improving society through sci
entific research, support grew on campus to build up the social science 
departments by emphasizing programs oriented toward rigorous quanti
tative analysis resembling the successful programs in the physical sciences. 
Riker, whose work admirably fit this p lan, was hired to create a graduate 
program in political science. Also newly appointed were Lionel McKen
zie, brought in to chair the economics department and build its graduate 
program, and W. Allen Wallis, formerly dean of the Chicago Business 
School, to head the university as chancellor. Wallis and McKenzie, too, 
were committed to the development of analytic and formal social science, 
and would  become close colleagues and active supporters of Riker. 

Wal l is served as the university's president and chancellor during the 
1 963-74 period. Previously a denizen of the natural security world, Wal
lis had a lready had an impressive career. He had managed the Statistics 
Research Group of the Applied Mathematics Panel of the Office of Sci
entific Research and Development during World War II, had served as a 
member of the Office for Strategic Services, and had been under consid
eration to head the economics division of RAND, a post that instead was 
offered to Charles Hitch. Wall is saw a close overlap between the decision 
theoretic tools of policy science and formal models in the social sciences, 
and was firmly committed to both. Under his leadership the University of 
Rochester agreed to oversee the Navy's RAND-style think tank, the Office 
for Naval Analysis, starting in 1 967 and throughout the 1 970s. It was in 
the person of Wall is that Riker's positive political theory met the world of 
national security policy and prospered. Anecdotes, supported by Riker's 
track record in faculty recruitment and retention, recount how Wallis was 
unable to refuse Riker's masterfully constructed cases for securing addi
tional university funds to achieve his departmental goa ls. The collegial 
partnership between the two, essential for making the University of Roch
ester into the social science powerhouse it became in the 1970s and 
1 980s, exemplified the post-World War II effort to harness quantitative 
social scientific research to inform rational policymaking. 

Upon taking his position, Riker rapidly outl ined a strategy for build
ing the university's political science department. His plan emphasized 
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both behavioral methods and positive political theory. He sought to rival 
what were then the nation's leading programs at Yale, Chicago, North
western, MIT, and the Michigan Survey Research Center. The result was 
fourteen new courses and seminars, an entire new curriculum, that in
c luded the study of the scope of political science; theories of strategy; pos
itive political theory; techniques of research in political science; theories 
of decisionmaking; theories of organization; problems in measurement of 
political events; political parties; legislative behavior; political sociology; 
comparative politics; problems in constitutional interpretation; national 
security policy; and recent political philosophy. 

Riker balanced the goal of attracting greater numbers of undergradu
ates and graduate students into his program against building up his fac
u lty. When he arrived at Rochester, the political science department could 
only go upward in view of its dismal mark in 1 959 of graduating not a 
single undergraduate political science major. By the early 1 970s it had 
about twenty-five graduate students and four times as many undergradu
ates. By 1 973 the department had graduated twenty-six doctoral students 
and forty-nine master's students, and it had climbed up the American 
Council of Education's ratings from being unranked in 1 965 to fourteenth 
place in 1 970. 

In addition to creating a powerful graduate program that p laced its 
graduates as faculty members in national ly recognized political science 
departments, Riker further laid the foundation for his new discipline of 
positive political theory by publishing An Introduction to Positive Politi
cal Theory, written in collaboration with a former student, Peter Or
deshook, in 1 973.30 The text is aimed at advanced undergraduates and 
beginning graduate students, and represents an important step in defining 
positive political theory for a widespread audience. It introduces to its 
readers the assumption of rationality and the formal account of prefer
ence orderings, and it demonstrates the positive approach to political sci
enc

.
e through its application to such problems as political participation, 

votmg and majority rule, public goods, public policy, and electoral com
petition. The text also includes discussions of formal theory and deduc
tive results from formal theory including n-person and two-person game 
theory, the power index, and the size principle. It is not clear that the text
book was introduced into the curriculum of many political science pro
grams, but it proved to be a necessary step in paving the way for a rational 
choice approach to politics to be widely recognized and wel l-defined. It 
provided a resource for those outside Rochester who sought to partici
pate in the research program launched by the Rochester school .  

Riker also benefited from Rochester's highly acclaimed economics 
department, headed by Lionel McKenzie. Economics as a discipline was it-
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self undergoing dramatic transition in the 1 960s, as the neoclassical syn
thesis prompted by long-time RAND consultants Paul Samuelson, Robert 
Solow, and Kenneth Arrow became the discipline's orthodoxy.1 1  Signifi
cantly, McKenzie's economics department played an active and leading 
role in this transformation within economics, which meant that on the 
same campus and at the same time Riker and McKenzie were leaders in the 
interlocking deve lopment of these discip lines. Riker deve loped his gradu
ate program for positive political theory in conjunction with McKenzie's 
efforts to establish a new protocol in economics, which was friendly to
ward game theory and microfoundations while critical of a Keynesian, 
macroeconomic approach . Riker had a strong vantage point from which 
he could build a curricu lum that could exert major influence on the entire 
discipline of American political science because he had strong institutional 
support, which, not coincidentally, similarly advanced McKenzie's vision 
of economics. The University of Rochester, with trustees firmly committed 
to advancing scientific methods within the social sciences, provides a com
pelling example of how rational choice theory was furthered as a complex 
of knowledge spanning several independent but interrelated fields of study. 

Riker's establishment of a public policy program housed within his po
litical science department in the mid- 1 970s, with overlapping faculty and 
course l istings, also demonstrates how the development and perpetuation 
of rational choice theory in the social sciences is inseparable from a more 
encompassing movement spanning academic research and active policy 
analysis. Riker was motivated to establish the policy program as a reve
nue source for the department by providing a popular terminal master's 
degree. In turn he worked to ensure that graduates of the policy program 
had a strong track record in landing good jobs. Rational choice theory 
has in part been successful because of the prestige of its practitioners, who 
are well placed within the active world of policymaking. The University 
of Rochester was committed to supporting the interconnected set of dis
ciplinary movements constituting rational choice scholarship evident not 
only in political science and economics, but also dear in the early law and 
economics movement. The first program in law and economics, headed 
by Henry G. Manne in the late 1 960s and early 1 970s, was also estab
lished at the University of Rochester.12 Riker would have been hard
pressed to have the wid�spread impact he did without the backing of sim
i larly committed, resource rich, university leaders and department heads. 

Riker's legacy in political science was secured by both his personal ca
reer successes and by those of his students. He was inducted into the Na
tiona l Academv of Sciences (NAS) in 1 974 and thus was among the first 
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political scientists to become a member of the elite society. Riker's elec
tion demonstrates his achi evement in promoting positive political theory 
as a readily identifiable scientific method. It also shows the changing stad
dards for scientific research that characterized the postwar era . In 1 949 
the only social sciences acknowledged by the NAS were anthropology 
and psychology, because they reflected the then-accepted scientific meth
ods typica l  of biology and chemistry.11 Therefore Riker's membership in 
the NAS signaled not only that political science had achieved the status of 
" science," but also that standards of scientific achievement themselves 
had shifted to favor axiomatic and deductive models. 

Riker's efforts in helping build the careers of former students was un
ceasing. Those efforts paid off handsomely, as his first generation of grad
uates introduced Rochester's unique brand of positive political theory to 
other departments and made it a national phenomenon. Rochester's doc
toral graduates in political science during the 1 970s accepted appoint
ments at, among other institutions, Cal Tech, Carnegie Mellon, and 
Washin�ton University, helping these programs a lso to become important 
centers tor positive political theory. By 1 985, both Morris Fiorina and 
Kenneth Shepsle had attained appointments at Harvard University, which 
Riker took to be one of the tell -ta le signs that positive political theory had 
arrived. His alma mater, which had for the longest time insisted on per
petuating what he took to be dated and nonscientific approaches to poli
tics, had at last come around to acknowledge the rightful and leading role 
that his positive political theory played in defining political science. 

Riker's Liberalism against Populism 
Like Arrow, Riker sought to defeat populism, which he believed to he 
consistent with the political philosophies of Rousseau, Kant, and Marx, 
as well as of Stalin, in order to protect liberalism against authoritarian in
cursions violating the individual. At stake was more than just "Jean 
Jacques Rousseau versus James Madison," as Riker sketched the debate. 
According to Riker, who would contribute to a wider debate initiated by 
I
.saiah Berlin over the differences between "negative liberty " and "positive 

hberty," populism was also subject to Berlin's fear that "positive l ib
erty . . .  is the root of tyranny." ·14 In the vein of Hayek, Arrow, Buchanan, 
and Tullock, Berlin argues that " [ s ]ocialized forms . . .  [of] the positive �octrine of liberation by reason . . .  are at the heart of many of the na
tiOnalist, communist, authoritarian, and totalitarian creeds of our day." 35 
Berlin posits that "an ethical doctrine of individual responsibility and in-
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dividual self-perfection [ leads] . . .  to an authoritarian state obedient to 
the directives of an elite of Platonic guardians. "  36 Berlin realizes that as
sociating Kant's kingdom of ends with Stalin's Soviet Union is a stretch 
of the imagination, yet insists that the doctrine of moral perfectibility 
through reason necessarily leaves the door wide open for the rule of ex
perts claiming to have achieved this superior state of knowledge.37 Hence, 
any doctrine of rational self-control giving rise to a general wil l  or king
dom of ends must, in Berlin's analysis, be susceptible to the worst form of 
corruption: coercive authoritarianism, or "a final solution," violating the 
sanctity of the individual.'8 

Although not arguing that Madisonian liberalism will necessarily re
sult in a social order equivalent to Berlin's government upholding nega
tive l iberty, Riker follows Berlin in recognizing the potential "transfor
mation of Kant's notions of individual ethical responsibility by, 
successively, Hegel and Marx into the j ustification for a monstrous dicta
torship ." 39 Riker takes the discussion over positive and negative liberty 
further by challenging C. B. MacPherson's effort to rescue positive l iberty 
from Berlin's relentless attack.40 As Riker explains, "MacPherson, as a 
populist and a socialist, wants to save self-mastery as complementary to 
and not inconsistent with negative liberty, while banishing coercion, that 
Stal inist embarrassment to 'democratic' socialists." 4 1  By equating Mac
Pherson's socialism with populism, Riker effectively constructs his argu
ment in Liberalism Against Populism to also negate socialist political 
philosophies. 

In his analysis of the contemporary debate between Berlin and Mac
Pherson over the nature of liberty, Riker adds a degree of philosophical 
complexity to Rousseau's populism and Madison's l iberalism. It is these 
steps in Riker's argument, seamlessly developing the long-standing dis
cussion over the legitimate constitution of government respecting indi
vidual l iberty, that require our special attention. First, it is worth assess
ing Riker's argument against populism, based on Arrow's impossibi lity 
theorem combined with empirical findings about strategic voting and 
agenda setting. No well-read individual with an interest in social choice 
literature will be surprised by Riker's indictment of Rousseau, Kant, and 
Marx, since Arrow had explicitly stated that his theorem countered each 
of their political philosophies. However, it is remarkable that Riker 
adopts a different strategy to refute Rousseau's popul ism-one that in
vokes both Arrow's impossibility theorem and actual voting scenarios to 
demonstrate the impossibil ity of achieving collectively rational voting 
results. Recall that Arrow had acknowledged the possibility that, under 
the strict requirement that their citizens consider the general welfare, 
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Rousseauean and Kantian communities may achieve a degree of norma
tive

.
co�sensus nece�sary to circumvent the impossibil ity theorem, thereby 

achievmg a col lectively rational result. In both Rousseau's and Kant's 
schemes

. 
for self-ruling communities, it is imperative that citizens super

sede their personal desires and whims in order to reach collective deci
sions that serve the public at large. 

Always a pragmatic thinker, Riker ignores this caveat in Rousseau 's 
and Kant's systems and realistically concludes that this demand for ideal 
citi��ns is n

.
ot �et in the political world confronting the twentieth-century 

pohttcal setenttst. After all, American politics, embracing a vast melting 
pot of individuals, is a far cry from Rousseau's native Geneva, and it is 
not unrealistic to observe in twentieth-century political expression the 
lack of cohesion accepted as the starting point of Arrow's theorem. There
fore, Riker cannot be impugned for neglecting to mention that, as Arrow 
suggested, if c itizen's interests are aligned by common concerns, the im
possibil ity theorem does not apply. 

In undermining populist philosophy, which depends on popular voting 
to result in an expression of the collective will , Riker presents a realistic 
a�pr�isa l of the demos that leads to a measured skepticism that the pop
u
.
l t�t Ideal can ever be realized in practice. Riker worries that as long as 

c�ttzens uphold the ideal of popular sovereignty as a meaningful expres
SIOn of the collective will, this fervent hope may provide legitimacy for a 
mode of rulership that would effectively be tyranny. Moreover, Riker is 
concerned that people may believe that populism could coexist with lib
eralism. He explores the possibility that whereas citizens may usually be
lieve that election results only reflect the l iberal ideal that voting serves the 
function of removing bad leaders, on occasion citizens may believe that 
the popular vote does, in fact, give voice to a collective will . Similar to �uchanan and Tullock's caution regarding the meaningfulness of major
tty rule, Riker insists that it is not appropriate to believe that populism 
and l iberalism can coexist on a premise of partnership; he argues that the 
p�pulist belief in legitimate democratic will formation is always invalid. 
Rt�er worries that any residual belief in populism will lead to the temp
tatt

_
on on the part of rulers to exceed the bounds of their authority by en

actmg policy before the inevitable cycling characterized by socia l  choice 
t�eory or the shifting coalitions predicted positive political theory p laces 
dt�erent leaders in power. Echoing Berlin's fears, he observes that " [p ] op
uhsm reinforces the normal arrogance of rulers with a built-in justifica
tt?n for tyranny, the contemporary version of the divine right of rulers ." 42 
Rtker points to the government of the United Kingdom as having fallen to 
such a fate.43 
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The final aspect of Riker's argument that bears scrutiny is his equation 
of socialism with populism. Whether this aspect of his analysis is valid or 
not is immaterial to the integrity of the overarching argument in Liberal
ism against Populism, but it is nonetheless worth examining what 
prompted this conclusion about socialism. In developing his c laim, Riker 
refers to MacPherson, who in his essay "Berlin's Division of Liberty" ar
gues against Berlin's conclusion that positive l iberty of the sort espoused 
by Rousseau and Kant must necessarily breed totalitarianism.44 Mac
Pherson's argument is prolix, defining three different versions of positive 
l iberty: one consistent with the philosophies of Rousseau and Kant, 
one a perversion of Rousseau and Kant, and a third that is a form of 
democratic sovereignty dependent on voter participation . In his essay, 
MacPherson does not write much about popular sovereignty apart from 
concluding that it remains to be determined whether democratic voting 
does or does not uphold the negative version of l iberty so crucial to Berlin. 
He does, however, note that even Berlin believes that "democracy or self
governance 'may, on the whole, provide a better guarantee of the preser
vation of civil l iberties than other regimes, and has been defended as such 
by l ibertarians' " ( 1 30) .  Riker's concern to defend l iberalism versus pop
ul ism does not match up perfectly with Berlin's defense of negative liberty 
against MacPherson's concept of positive l iberty. This is because Riker's 
l iberalism is minimalist in irs requirement that the only function demo
cratic voting p lays is to remove leaders, while Berlin's negative l iberty is a 
clearer articulation of the l iberal idea l of erecting a legal framework that 
permits individuals the greatest sphere of l iberty in selecting their actions 
without transgressing others' l iberties. MacPherson is correct in pointing 
out that there is nor a necessary correlation between democratic voting 
and negative l iberty, though he also charitably concludes that democratic 
elections may provide the best hope for achieving this minimalist ideal of 
l iberty. 

Riker and MacPherson part company earlier in the argument, with 
MacPherson redefining positive l iberty to embody a more inclusive ideal 
of freedom consistent with a socialist vision of society. According to 
MacPherson, negative l iberty-being free from invasive coercion-does 
not capture the sense in which most people would like to be free: to de
velop their capacities and developmental powers ( 1 1 1 ). Interestingly, here 
MacPherson resonates with Berlin's claim that it is most individuals' 
greatest wish to be respected within their community.45 MacPherson does 
not believe that either poverty or "the capitalist market economy with the 
right of unlimited individual appropriation" is consistent with his ideal of 
positive l iberty. 46 It is dubious that MacPherson's positive liberty is con-
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sistent with Kant's kingdom of ends insofar as Kant's system, built on neg
ative virtues, is more akin to both the negative liberties framework and 
with a "night watchman" view of the rule of government. Leaving aside 
this awkward fit between MacPherson's positive l iberty and Kant's king
dom of ends, it is MacPherson's socialist stance, combined with his defini
tion of participatory voting as another form of positive l iberty, that leads 
Riker to associate socia lism with populism. This association enables 
Riker to concl ude that socialism, like popul ism, is flawed because it relies 
on the moral correctness of the popular vote. 

However, as wil l  be apparent with Arrow's cautious defense of social
ism, it is not possible to conclude that social ism entails populism. The dif
ference between Arrow's and Riker's attitudes toward socialism stems 
from their different conclusions about the impl ications of social choice 
theory for the market. Arrow consistently argues that his theorem pres
ents as serious an indictment of democracy as it does of the market with 
respect to achieving collectively rational outcomes. Riker by contrast, 
much l ike Buchanan, believes that free market transactions are crucial to 
an effective democratic society. He also holds that Arrow's theorem does 
not mire the market in logical inconsistencies as it does either social wel
fare economics or democratic voting, because he doubts the relevancy of 
the condition of " independence of irrelevant alternatives" for the market. 

The work of Riker, Buchanan, Tul lock, and Arrow all i llustrate how, 
using the tools of mathematical analysis, it is possible to reach conclu
sions about such elusive concepts as freedom, libera lism, and socialism 
that are unparal leled in previous discourses . These rational choice 
thinkers were concerned with laying the foundations for an individualis
tic democracy to protect against the possibility of totalitarian encroach
ments on individual freedom. Combining individualism with a mathe
matical ly delineated theory of rational action, rational choice theory 
enables precise conclusions about political theory subject to empirical 
testing. This new method achieved unprecedented results: the intricate 
and complex discursive arguments of Rousseau, Kant, and Marx were 
countered by equally intricate and complex mathematical arguments 
demonstrating the l ogical and actual possibi l ities achievable through col
lective decision procedures. In rejecting the sort of collective decision pro
cedures embodying a "general wil l "  as both impracticable and i llegiti
mate, Riker, Buchanan, Tul lock, and Arrow proposed less ambitious 
aspirations for democracy, and more realistic goals . 
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Rational Choice and Capitalist Democracy 

A THEORY of American Cold War democracy must center on the 

cross-linkages between RANDs rationality project as it was enunciated in 

decision theory and game theory, and its foray into decision technologies 

useful to policy formation. 1 In the 1 960s and 1 970s, these decision tech

nologies formed the basis of rational choice theory and informed both 

academic inquiry and public policy.2 In addition to this c lose intercon

nection between the worlds of policy and social scientific inquiry, rational 

theorists enthusiastica l ly employed the new framework for ana lyzing col

lective decisionmaking to secure the foundations of American constitu

tional democracy by countering the threats posed by authoritarianism 

and communism. In this conclusion to the book's second part, I discuss 

the latter initiative. 
Part 2 of this book is organized around the rational choice movements 

of socia l choice, public choice, and positive political theory-each of 

which was authoritatively articulated in a c lassic text: Social Choice and 

Indiuidual Values, The Calculus of Consent. and The Theory of Political 

Coalitions. Other canonical texts are John von Neumann and Oskar 

Morgenstern's Theory of Games and Economic Behauior, Anthony 

Downs's Economic Theory of Democracy, and Mancur Olson's The 

Logic of Collectiz;e Actioll. Whereas von Neumann and Morgenstern's 

text was germane to a l l  that fol lowed in the deve lopment of rational 

choice theory, and Downs's work directly stimulated Riker's Theory of 

Political Coalitions, Olson's book has yet to receive the same measure of 

attention because, published in 1965, it signals the end of the early cre

ative phase establishing rational choice theory. Both Olson's work and ca

reer however, are important for pointing up the consistent set of tactors 

giving rise to rational choice scholarship. 
The professional trajectory of Mancur Olson ( 1932-98 )  exemplifies 

the development<-1 1  pattern of rational choice theory itself. He was associ

ated with RAND during the formative stages of his career, when he served 

as a first lieutenant in the U.S. Air Force during J 96 1-63.3 His manu

script for Logic of Collective Action greatly benefited from copious com-
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ments by RAND's Thomas Schell ing. In 1 967 Olson accepted the position 
of deputy assistant secretary for social indications at the U.S. Department 
of Health, Education and Welfare, where he took part in the efforts to ra
tionalize decisionmaking in government. Then in 1 969 he became associ
ate professor of economics at the University of Maryland. It was the 
height of the Planning-Programming-Budgeting craze in Washington, in 
t he spirit of which Olson was prompted to publish ''The Plan and Purpose 
of a Social Report," discussing the efforts to rationalize American public 
policy through superior knowledge and methods of analysis.4 He devoted 
a section of that essay to "Systems Analysis" and to the "Planning-Pro
gramming-Budgeting System," and concluded that there "could have 
been no hope that an adequate set of social indicators would be collected 
until someone had defined what they were, and showed that the nation 
could not have fully rational public policies without them." s Thus, he 
fully endorsed the effort to engage in rational policy analysis of the sort 
pioneered by RAND. 

Olson's The Logic of Collectiue Action resembles the other texts in 
the rational choice canon by posing a direct challenge to Marxist pol it
ical phi losophy. Friedrich Hayek was sufficiently impressed with Olson's 
theory refuting Marxist collectivism that he arranged to have it trans
lated into German. In his text, Olson directly opposes "Marxian theo
ries of class action" that suppose "that groups tend to act in support of �heir group interests [as a consequence of the] . . .  widely accepted prem
Ise of rational, self-interested behavior. " 6 Olson challenges what he 
takes to be the conventional wisdom that it is rational to cooperate with 
others, even in great numbers, in order to achieve collective goals. In 
contrast, Olson finds " it is not in fact true that the idea that groups will 
act in their self-interest follows logically from the premise of rational 
and self-interested behavior" (2 ) .  He reemphasizes his main point, 
adding a caveat that " unless there is coercion or some other specia l  �evice to make individuals ac t  in their common interest, rational, self

�nterested individuals will not act to achieve their common or group 
mterests " ( ibid . ) .  Thus, Marx was wrong to suppose that a class of in?ividuals will col laborate to achieve a group goal. They wil l  do 50 only 
If forced by some external authority. In addition to Marxist theories, Ol
son seeks i n  his book to counter the arguments of Arthur Bentley among 
other American group theorists. 7 

Olson builds his case by presenting an economic model balancing the 
costs an individual must incur in contributing to a collective action 
against the gains the individual will receive from his share of the collec
tive enterprise. Olson mathematically demonstrates, according to the cal-
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culus of individual economic interests, that it wil l be in an individual's ra
tional self-interest to shirk on his contributions while continuing to receive 
his share of the collective efforts. This is because an individual will not ap
preciably benefit from his own efforts once they are divided among the en
tire group of members. Therefore, a rational individual will calculate that 
he is better off standing on the sidelines when it comes to contributing to 
the group effort, and stepping up to the plate when it comes to receiving 
from the group. Olson turns the Marxist credo "From each according to 
his ability, to each according to his need" on its head by demonstrating 
that rational self- interest cannot support large scale, societywide collec
tive ventures. 

Olson is especially keen to defeat the Marxist theory of class interests 
because of its apparent consistency with the premise of rational self-in
terest: according to Marx, individua ls, especially the bourgeoisie, are in
herently governed by economic self-interest. In this respect, therefore, 
while Marxist theory seems to have the identical starting point of rational 
choice theory, it reaches the opposite conclusion-specifically, that the 
liberal capitalist system should be overthrown. O lson stresses: 

It is not in fact true that the absence of the kind of class conflict Marx ex
pected shows that Marx overestimated the strength of rational behavior. 
On the contrary, the absence of the sort of class action Marx predicted is 
due in part to the predominance of rational utilitarian behavior. For class
oriented action will not occur if the indiuiduals that make up a class act 
rationally. x 

Thus, Olson advances a new critique of Marx unforeseen by Arrow, 
Riker, Buchanan, and Tullock. Indeed, in finding that it is not rational to 
cooperate in large-scale collective projects, despite the resulting collective 
impoverishment of the group as comprised of individuals, Olson counters_ centuries of conventional wisdom; in the process he initiates a branch ot 
rational choice theory devoted to collective action problems following the 
logical structure of his "nonobvious and paradoxical result." 9 In his ac
count of the intellectual history leading up to Olson's finding, Richard 
Tuck points out that for centuries, according to a diversity of thinkers, it 
had been considered rational to contribute to social enterprises. 1 0  Tuck 
specifically discusses David Hume, for whom the system of j ustice re
sembled such a vast collective enterprise that it was rational for each per
son to contribute to the svstem, even though each would not benefit ap
preciably from his own 

'
actions. Tuck suggests that in presenting his 

counterintuitive theory of collective action, O lson in effect reformu lates 
the premises of individual rational action. 
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In his inte llectual history of collective action, Tuck argues that the 
" free rider" problem is an invention of modern political theorists, and 
that the problem has "no extensive literature . . .  until the 1 960s," after 
the publication of O lson's book ( 1 ) . In contrast to present-day commen:ators, who g�neral ly agree that Olson's new rational choice methodology 
IS path-break_mg,_ Tuck raises the possibility that this shift in reasoning 
about reasomng IS not a new scientific finding so much as it is a new ex
p lanation and definition of "rationality. " Tuck links his analysis to the 
two-century-long discussion among economists over whether it is rational 
to compete or whether instead it is rational to collude, or to combine, 
one's efforts. Tuck explains that theorists preceding Olson believed it to 
be eminently rational for individuals to combine their efforts to reach col
lective goals. Francis Ysidro Edgeworth, for example, dedicates a long 
passage to the calculations a laborer makes in deciding whether to j oin a 
trade union: 

And if, as seems to be implied . . .  it is attempted to enforce the argument 
agamst Trades Unionism by the consideration that it  tends to diminish the 
total nation.I! produce, the obvious reply is that unionists, as "economic 
men," are not concerned with total produce. Because the total produce is 
diminished, it does not follow that the Ia bourer's share is diminished . . .  ; 
much less does it follow (as aforesaid) that there should be diminished that 
quantity which alone the rational unionist is concerned to increase -the 
labourer's utility. If this view be correct, it would seem as if, in the matter 
of unionism, as well as in that of the predeterminate wage-fimd, the " untu
tored mind" of the workman had gone more straight to the point than eco
nomic intelligence mislead by bad method, reasoning without mathematics 
upon mathematical subjects . 1 1 

In Edgeworth's estimation, it is eminently rational for laborers to j oin 
trade unions because it is thus that they are able to gain a greater return 
for their labor. Tuck presents similarly argued cases in which "perfect 
competition," among large or small communities of members must be 

. ' 
coercively enforced to forestall the natural tendency of members to gain 
advantage by col luding, or joining their efforts. 

Olson, to the contrary, and consistent with his findings about the col
l�ctive impoverishment of self-interested rational actors underlying pub
he goods and free-rider studies, argues that l arge-scale collective under
takings, such as labor unions, can only function effectively if they use 
coercive means to ensure individual compliance. In keeping with the gen
eral skepticism of communism, Olson points to a more sinister aspect of 
Marxist social philosophy, finding that it is not, paradoxically, in an in
dividua l 's interest to join a labor movement because "the l arge labor 
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union, though not a part of government, must be coercive, if it at:empts 

to fulfi l l  its basic function and sti l l  survive ." 12 In Olson's analysts, 1t 1s 

necessary for unions to adopt coercive practices if they are to achieve the 

coordination required to have impact. Thus, the labor union movement 

acquires the same authoritarian overtones that had a lready been asso�i

ated with communism. Just as socialist economies use force to acqmre 

and distribute public goods, so must unions require compulsory policies 

to achieve results. 
It is through an appreciation of Olson's finding against the backdrop 

of conventional economic analysis that makes it possible to propose that 

rational choice theorists' staunch commitment to rational self-interest 

has reshaped the basic set of premises underlying conventio�a l  political 

theory. Olson and his rational choice colleagues apply bastc premises 

about human action to reveal underlying truths about individuals' col

lective behavior. However, cast in a different light it is also possible to rec

ognize their efforts as changing the pol itical discourse of Western society 

by teaching new truths about the essential characteristics of rational ac

tion. Riker, Buchanan, Tul lock, and Arrow, four of the founding figures 

of a rational choice theory of politics, were a l l  intent on restructuring 

thinking about Western l iberalism with a program combining positive, 

nonnormative analysis, individualism, and the concept of rationa l self

interest expressed in the l anguage of mathematics. They simultaneously 

harnessed this same framework in order to defeat Marxist philosophy, 

populism, and any form of organic collectivism that could potential ly 

lead to communism and total itarianism. 
Marxist philosophy, whi le not at a l l  times focal, was central to this ef

fort to redefine economic and political l i beral ism, because in the real 

world of geopol itics it shaped more people's lives than did Rousseau, 

Kant, and Hegel combined. Marxist philosophy as a whole, however, 1s 

difficult to challenge explicitly because of its apparently contradictory 

features. At times, for example, Marx seems to stress the importance of 

the individual , whereas at other times he seems to denigrate the integrity 

of individuals and their ideas to historical determinism and class interests. 

Also Marx seems to vaci l late between envisioning a society beyond pol-
' 

itics, and yet calling for a coercive " dictatorship of the proletariat" in or-

der to ensure this eventuality. To the mid-twentieth-century West, Marx

ist philosophy represented the u ltimate bogeyman because in provid�ng 

the social and political rationale for the ruling regimes in the Soviet Umon 

and China, it thereby threatened to displace Western l iberalism. Marxtst 

philosophy proposed a puzz le to rational choice theorists because at the 

same time that it was subversive in predicting and attempting to eradtcate 
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l i ber�l ,  c.
apitalist democracy, it a lso held out tantalizing leads with respect 

to sctenttfic method and economic ana lysis of individuals ' interests. When 
William Riker nonchalantly derided the "reduc [tion] . . .  of politics to 
economtcs . . .  as Marxism," 1 ·1 he distanced himself from precisely what 
he and his ratio�a l  choi�e cohorts were (and are )  often accused of: using 
tools of economiC analysts to explain noneconomic issues of collective de
cisionma�ing such as po litics. Defenders of Western l iberalism opposed 
the coerCive scheme ot " the dictatorship of the proletariat led by its van
guard the commun�st party," and yet Marx offered what they too sought: 
to understand the mterconnections between government and economic 
institutions. 14 

.
Marx offered a scientific, interest-based analysis of political 

economy. Ratwnal choiCe theorists pursued the same l ines of research in 
the service of l iberal democracy instead of communism. 

In Olson and Christopher Clague 's article "Dissent in Economics: The 
Convergence of Extremes," the authors argue that there is surprising 
common ground between the New Lett and the laissez faire l iberalism of 
James Buchanan's so-cal led Virginia schoo\ . 1 5  They draw out para l le l 
agreement bet�een the dissenting extremes of mainstream economics by 
rendenng explicit the manner in which public choice theory is in basic 
agree�ent wtth some of the tenets of classical Marxism. Most important, 
the Vtrgmta school chal lenged the notion that governmental bureaucra
c
.
ies

. 
act in the "public interest." They observe that Buchanan's position is 

stmtlar to the Marxist conviction that government serves the interests of 
the

. 
ruling class. In Olson and Clague's reading, Buchanan believes that 

�amstream American Keynesian economics serves the interests of "the 
liberal establishment" ( 756) . Therefore, in their view, "the effort to in
corporate political and governmental behavior explicitly into economic 
theory is the principal distinguishing feature of the Virginia School " 
(758 ) ,  and follows the lead of Marx by interjecting political rea lism into 
the otherwise ideal ana lysis of economic institutions. 

Olson was able to make this provocative association between Bu
chanan's New Right and the New Left because he careful ly specifies that 
t�e New Left itself is characterized by the rejection of the coercive plan
nmg and l arge-scale centralized bureaucracies that marred the historical 
track record of Marxism in Eastern bloc nations. He proposes further that �ue to their increased emphasis on participation and democracy, there 
15 great commonality between Marx's ideal of a c lassless society and 
Buchan�n's laissez faire orientation: both look to individual ,  voluntary 
transactJOns as the basis of social order. Olson was bold and inventive in 
comparing the Marxist New Left with the Virginia school of political 
economy, and there is an important historical lesson to be learned from 
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his analysis. In suggesting that the new Marxist radica ls share common 
goals with the New Right against the mainstream middle representing 
Keynesian economics and large-scale bureaucratic control, Olson renders 
explicit the fear among some that mainstream academic economics and 
economic institutions fostered the same authoritarian and collectivist 
evils characterizing the Soviet state. To some latter-twentieth-century an
alysts, Keynesian economics seemed to imply the potential subversion of 
America's commitment to rational individualism from within, making the 
certitude of a victorious a lliance between laissez faire economics and lib
eral democracy premature to pronounce. 

The periodical Commentary joined in the discussion over the future of 
American democracy and capitalism in 1978, presenting a symposium ex
ploring Joseph Schumpeter's Capitalism, Socialism, and Democracy. 16 

Commentary posed the very question that had gripped Schumpeter, Karl 
Popper and Friedrich Hayek, and that looms so large in contemporary 
discussion of democracy and free trade underlying the "globalization" 
debates: 

The idea that there may be an inescapable connection between capitalism 
and democracy has recently begun to seem plausible to a number of intel
lectuals who would once have regarded such a view not only as wrong but 
even as politically dangerous. So too with the idea that there may be some
thing intrinsic to socialism which exposes it ineluctably to the " totalitarian 
temptation." (29) 

Respondents were asked, "How significant do you j udge this develop
ment to be? Do you yourself share in it, either fully or even to the extent 
to feeling impelled to rethink your own ideas about capitalism and so
cialism and the relation of each to democracy ? "  The commentators' re
sponses represented a wide spectrum of views, ranging from Robert Nis
bet's observation, " I  doubt that there are many intellectuals left who 
seriously identify themselves as socialist . . . .  Totalitarianism is inherent in 
the modern doctrine of socialism" (62) , to Eugene Genovese's claim that 
"Capitalism as a world system is palpably bankrupt and fighting a rear
guard action . . . .  Socialism . . .  is almost everywhere ascendant" (22) . Be
tween these two extremes propounding the possibility of socialist democ
racy on the one hand and, on the other, the necessary correlation between 
free trade and democracy, a more centrist chord was struck as well . 
Charles Frankel pointed out the cliched association of laissez faire eco_nomics and democratic politics, stating that Marx's Communist Mant
festo had long ago claimed "a close connection between capitalism and 
democracy" (37) .  
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Perhaps the most thought-provoking response to the issue as formu
lated by Commentary came from Kenneth Arrow, who contributed an es
say responding directly to Schumpeter's Capitalism, Socialism, and De
mocracy as well as to Hayek's The Road to Serfdom. Arrow contended 
that " it is only relatively recently in the history of the great debate be
tween socialism and capitalism that an allegation of a peculiar association 
between capitalism and democracy has become a staple of pro-capitalism 
argument" (29 ) .  This is because, of course, Marx had proposed that de
mocracy serves the interests of the bourgeoisie ruling class. Furthermore, 
as Arrow pointed out, Marxists had long believed that the government 
serving capitalist interests had to be overcome through a transitional 
" dictatorship of the proletariat." After socialism was achieved, the future 
state of democracy was unclear in Marxist political philosophy. If the So
viet Union was taken as paradigmatic, then, according to Arrow, the as
sociation of socialism and totalitarianism must be acknowledged as "one 
overwhelming and very ugly fact" (30) .  

Arrow, however, i s equally unconvinced of the necessary correlation 
between capitalism and democracy, for the nagging reason that this asso
ciation, too, smacks of a "Marxoid" determinism, suggesting that, "the 
political 'superstructure' is basically determined by the 'relations of pro
duction.' " In observing that theorists need to study more carefully the re
lationship between democracy and capitalism, and the causal forces at 
play underlying the proposed mutual reinforcement of the two, Arrow 
makes a surprising claim. He observes that while "political liberties, free
dom of speech and of the press, are so closely inherent in meaningful de
mocracy as to constitute part of the definition, . . .  [the] definition of 'de
mocracy' must not include private property" ( ibid. ) Indirectly challenging 
Riker's skepticism of the United Kingdom's "constitutional dictatorship," 
Arrow suggests that in extending the definition of socialism to include 
"Labor Britain" and "socialist Sweden," "there would be no difficulty in 
refuting the connection between capitalism and democracy" (ibid . ) .  Ar
row concludes that "there is no convincing evidence or reasoning which 
would argue that a democratic-socialist movement is inherently self-con
tradictory" ( 3 1  ). Whereas Arrow acknowledges his having put "advocacy 
of a socialist world . . .  on ice" due to the miscarriage of democratic free
doms in the Soviet Union, he still believes that socialism has validity that 
may more plausibly be explored given the economic stagflation of the 
1970s ( ibid . ) .  

In closing h is essay, Arrow reminds readers that there is a palpable 
manner in which " [ s ]ocial theories are also social facts. "  By this he means 
that, as Robert Merton earlier had alerted social scientists, theories can 
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have "self-confirming" and "self-denying" properties ( ibid. ) .  Therefore, 
proponents of capitalism and opponents of Marxis

.
m should be cautious 

in their confidence itself having societal repercussiOns. Perhaps, tor ex
ample, overzealous fear of socia lism may have the opposite effect of rein
forcing the Marxist model: "If 'conservatives' believe too strongly that 
any move to socialism undermines democracy, then they I:1�y mdeed act 
in accordance with the 'Marxist' model, and vice versa " ( 1b1d. ) .  In mak
ing this observation Arrow hints at the fluidity of political discourse, even 
that of political theories relying on scientific analysis. Now, half a century 
after Schumpeter and Hayek's funereal dirges for capitalism and �emoc
racy have yielded to the widespread belief in the necessary correlation be
tween democratic governments and free trade, it is timely to assess the de
gree to which rational choice theory itself has permeated and structured 
the discourse of American politics. 

A recent essay by Edward Harpham and Richard Scotch addressing 
"economic discourse and policy analysis" seeks to sketch out the means 
by which economic analysis and economic professionalization have tr�ns
formed the discourse and in turn the practices, at the heart of Amencan ' 

. democratic politics. 1 7 Citing the examples of the Planning-Programmmg-
Budgeting System and of the law and economics move�ent, the authors 
note that " [e]conomic analysis has become one of the pnnCJpal languages 
through which we discuss public affairs in the modern democratic s:ate." 
According to Harpham and Scotch, relying on the concept of self-���er
ested rational man "economic analysis represents a language of pohucal 
discourse that has

' 
grown up alongside of other modes of discourse," 

namely, l iberal ism, civic humanist republicanism, and Marxism (2 1 5  -17). 
The authors draw on the methodological work of J. G. A. Pocock and 
Quentin Skinner to argue that economic theorists wh� �ontri

.
bute to pub

l ic policy analysis promote a singular language of polm�al d1scourse that 
invests their subject matter with meaning created at the mterface between 
political theory and practice: "The actua l political worl� gtve� conte�� 
and historical specificity to a particular language of political discourse, (2 1 7) .  Applied directly to rational choice theory, Harpham and Score� s 
argument suggests both that its peculiar style of analysis shapes the poht
ical landscape of the Cold War period, and that It grows out of and re
sponds to the concerns characterizing this specific political context. 

Although Harpham and Scotch do not provide a detailed analysis of 
the means by which economic analysis became inseparable from the po
l itica l discourse of late-twentieth-century American democracy, they �re 
certain that this new movement of public policy ana lysis has left �n m-

. · · · Th · k · · d t m the del ible impression on pubhc pol1cy formation. ts mar rs ev1 en 
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increased objectivization of political decision procedures, and the manner in whJCh th!s d�politicization of policymaking proceeds only at the peri l o� overlookmg Its own rdeological roots. Similarly inspired by the works ot Pocock and Skinner, ?ne goal in recounting the origins a�d development ?f the r�twnal choice approach to politics has been to recognize it as a ngorous mtellectual movement while at the same time demonstrating its entanglement with the Cold War project of both advancing democracy and stavmg off the potential for authoritarian socialism. The ascendency of rational choice theory is inseparable from efforts to understand American politics and to establish a finn foundation for American constitutiona l democracy. This entangled, synchronous development does not detract from the intellectual rigor of rational choice theory, but does help to explain that its significance transcends the confines of academic soci�l science departments. From the start, leading figures in the rational choiCe world
. 
�oth ap�reciated and enacted the relationship between SOCial sCientific mqlllry based on individualism and rational self-interest and that based on public policy. Similarly, these theorists contributed to the efforts to provide a theoretical underpinning for democracy while undermining support for totalitarian communism. This coincidence of rational choice pursued as detached scientific inquiry with its defense of �merican democratic ideals puts into perspective the theory's goal

. 
to ach1eve the status of "objective science," and helps make explicit the mterconnections between the late-twentieth-century triumph of l iberal, market democracy and the preeminent status of rational choice theory in social science departments and professional schools. Rational choice theory and its structuring of American pol itical disc?urse and practice can be perceived as a direct response to Marxist soeta! theory. Throughout the canon's commentaries on Marxism and communism, there is a reverberating ambivalence between the condemnation of M

.
arxism and the acknowledgment that Marxist theory, based on eco�omic self-interest and scientific analysis, can only be condemned at the r�s� of self-defeat. Hence, Olson equated Buchanan and Tullock's Virgmia school with the radical Marxist Left, and Arrow recollected that, after all, Marx himself had claimed an indisputable association between �apitalism and democracy. On the basis of their acceptance of individualIsm and rational self-interest, rational choice theorists were united in repudiating authoritarianism as an illegitimate form of government, yet room remained for rational choice theorists to disagree about nuances c?ncerning the relationship between socialism and democracy. It is posSible to conclude th�tt rational choice theory responded to Marx and his followers by appropriating their positive findings in a rational choice the-
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ory of politics, while rejecting elements that smacked of coercive collec
tivism. It is not surprising that in view of the great empirical experiment 
of modern democracy, from its Jacobin excesses of the French Revolution 
to the totalitarian nightmare of Sta lin's Russia, leading Cold War politi
cal and economic theorists positioned themselves to restructure its foun
dations by reconceptualizing them in explicit opposition to a collectivist 
or organic view of the state. 

Nor is it surprising that in this process, rational choice theorists and 
policy analysts have themselves presented "a new language for �iscussing 
public affairs with its own grammar and vocabulary." 1 8  Neither I S  It 
shocking that in developing a new political discourse, this discourse has 
become indistinguishable from the world of politics that it describes. 
Flourishing in public policy schools, business schools, l aw schools, eco
nomics and political science departments, and embodying an approach to 
international finance and development economics at such familiar promi
nent nongovernmental organizations as the World Bank and the Interna
tiona l  Monetary Fund, rational choice theory has found its place at the 
heart of international and domestic political economy. However, the ex
tent to which the rational choice approach to politics has invested politi
cal practices with meaning remains opaque to many observers . 

Adding weight to the suggestive c laims made by Harpham and Scotch, 
it is worth focusing on the evocative case of voting to demonstrate the en
tanglement of political discourse and practice characterizing rational 
choice scholarship. It is key to recognize the manner in which traditional 
political actions and concepts, such as voting and the public, are them
selves invested with new meanings as rational choice theorists framed 
their significance in the unfami liar language of self-interested rational _ac
tion. We have seen how Tuck contrasts O lson's theory of the rational Im
possibility of collective action against the backdrop of traditional pol�ti
cal discourse on the subject to il lustrate a profound shift in the meanmg 
of rational action. It is l ikewise possible to observe an equal ly dramatic 
shift in the meaning of voting and the concept of the "publ ic." Harpham 
and Scotch criticize these shifts, observing that " [i ]n a quest to impose an 
economic view on the world of the policymaking process, such actors 
could actually work to undermine the procedural and value foundations 
upon which the modern democratic state h<ls been built. " 1 9  H�wever, th,

e 

point here is that in understanding the history of ratiOnal choiCe th_eory s 

long-term involvement in articulating the foundations of democratic the

ory, it is better to be a savvy consumer of pol itical discourse than either 

naively compliant or overzealously critical .  . 
Rational choice theory dramatically reconstitutes political actions 111 
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the case of voting. Casting one's vote is the keystone act in democratic rule 
of, by, and for the people; for centuries, the privilege and practice of vot
ing, representing a citizen's right to political expression and participation, 
has been deemed the fundamental l egitimating principle of democratic 
government. Since the 1 957 publication of Anthony Downs's Economic 
Theory of Democracy, rational choice theorists have struggled to explain 
why peop le vote. Downs proposed that from the individual perspective, 
since one vote rarely makes a difference, it is irrational to vote . This 
troublesome result has led, over the ensuing decades, to a vast literature 
attempting to build rational choice models that explain individuals ' vot
ing behavior.20 Early models built an account of voting on the basis of in
strumental action; they strove to assess what an individual stood to gain 
from casting her vote versus the cost of educating herself about the can
didates and traveling to the pol ling place. Whether using the methods of 
expected utility theory, decisionmaking under uncertainty invoking re
gret, or game-theoretic strategic i nteractions, theorists repeatedly failed to 
explain voting behavior using an instrumental rational choice modeJ.2 1 
This result implies that either citizens who vote are irrational according to 
the precepts of rational choice theory, or that they derive satisfaction from 
voting in ways other than having a d irect effect on the election's outcome. 

The i nabi lity of rational choice theory to support a model that ade
quately explains voting became a major source of contention and d ismay 
from the 1 970s to the 1 990s. Critics of the rational choice method took 
full advantage of this theoretical impasse. 22 In rational choice terms, the 
"voters' paradox" seemed to be a classic case of collective action in which 
the democratic dec isionmaking process requires voters' input, but each 
voter has the incentive to free ride on others' participation given the in
significance of his s ingle vote. And yet voters do participate in the polling 
process, often at great personal risk, as was the case for African Ameri
cans in the Jim Crow south during the 1950s and remains true today in 
many elections in Latin America. One public choice theorist admits that 
the "

_
rationality of voting is the Achilles' heel of rational choice theory in 

�ohttcal science. Public choice theorists themselves divide over the ques
tiOn of whether turnout can he considered a rational decision ." 23 

What is clear in the midst of this theoretical controversy is the mal
l�ability of both soc ia l  practices and theories of those practices. An actiOn-voting-deemed eminently worthwhile and self-justified in early �merican democracy has taken on an entirely new significance in a rattonal choice theory of politics . As theorists struggle to make a meaning
ful fit between models and empirical real ity, they participate in enacting the democratic pol itics in question. Of interest is the direction rational 
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choice models have taken in response to the failure of an instrumental ac

count of voting: it has become standard among practitioners to regard 

voting as an "act of consumption ." 24 In this new
. 
approac� to u�der

standing voters' behavior, the possibility that ind�v�duals der�ve satisfac

tion from sources external to the instrumental actiVIty of castmg the wm

ning vote has led theorists to surmise that voting is no different from, for 

instance, showing support to the home team at a baseball gameY Thus, 

instead of a purely instrumental action, voting has come to be regarded 

by rational choice theorists as an "expressive act," in which a voter's goal 

is no more than "expressing one's preferences." 26 Voting is rega�ded as 

"consumption" because the satisfaction conveyed by the act .
lies m real

izing the opportunity to articulate one's opinion; i: is not u�tended to 

achieve any resul t in the polity. With this interpretation of votmg, the al-

leged paradox of voting is purportedly to be resolvedY . 
On the strength of this resolution to the problem po_

se? by votmg, ra

tiona l  choice scholars have been able to make progress m mterpretlng the 

outcomes of elections.2 8  However, what theorists have ended up propos

ing is akin to a consumer model of democracy in which the democr�tic 

process is not a means to participatory government 
.
so much 

.
as �t. 

IS a 

means for individuals to "consume. "  This may seem hke an mstgmfic�nt 

matter of semantics, but the interpretive features of this account of vott�g 

reach deep into the legitimating principle of democracy, echomg Enc 

Hobsbawm's claim that traditional models of parttctpatory democracy 

are yielding to market sovereignty.29 Consistent with Arrow's Soczal 

Choice and Individual Values, citizens' sovereignty IS defined m terms of 

their autonomy as consumers, not in terms of the traditional understand

ing of sovereignty as self-rule. The resolution of the "vo�er's par
.
ado�" by 

a consumption model of voting is an artifact of a partiCular hlstoncal
.
ly 

and culturally localized political discourse that is insepa�able from poht

ical practice. The change in the significance asso�iated wtth �he act o� vot

ing is peculiar to the rational choice interpretation of mdlvtdual ratwnal 

action. . 
It may seem that this invocation of a market language to sustam sov-

ereignty is no more than an expression of the reality that Homo eco
.
nom· 

icus is storming the polis. That is, it may give the impression that m t�e 
. l d  . d cy ts 

two-century-long history of modern hbera emocraoes, emocra . 

vielding to the market as a means of achieving collective social order. Th�s . . . I h . h . . t . sofar as t
t 

interpretation of the nse of ratl�na c mce t eory
.
1s 111corre

.
c 111 

oc· 
fails to appreciate that the flux m soctal r.racnce IS not hmtted to de':

ol· 
racy, but is relevant to markets as well . Jurgen Habermas, 111 h1s two u· 

ume Theory of Communicatil'e A ction advances a densely woven arg 
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ment 
,
�hat, over t?e past two centuries, markets have increasingly "colo

mz�d sphe�es ot action that were formerly regulated by communicative 
s?o

.
al practtces.30 This sentiment is not unique to Habermas; it has been 

s1mdarly argued �hat _'' [m]oney dissolves social ties, founds a society 
b�sed on pure ratiOnality and kills personal relationships . . .  it seals the 
tnumph of gesellschaft over gemeinschaft. " 3 1 The argument that markets 
represent one form of rationality, and that this instrumental means-to
an-end approach to action is engulfing traditional networks

' 
of associa

tion based on communicative exchanges and familial ties misses the 
point that �ational choice theory is not simply a reiteration of an atempo
ral, mono!tth!C, self-explanatory, and universal "rationality." It is impor
tant to recall that for Adam Smith , market transactions themselves were 
inherently discursive and dialogic. For Smith, trade was indistinct from 
reason111g and speaking, and ultimately from the spirit of the Enlighten
ment. 12 In Sm�th's wo�ds, "the offering of a shilling, which to us appears 
to have so plam and simple a mean ing, is in reality offering an argument 
to persuade one to do so and so as it is for his interest . . . .  And in this 
manner every one is practising oratory on others through the whole of 
life." 33 For Smith, writing in the eighteenth century, trade mirrored a con
versation in which oratory and monetary structures of meaning were in
separable. 

This awareness, that eighteenth-century market exchanges may not be 
s? easily regarded as anonymous transactions between disjunctive indi
VIduals

. 
whos� activities are regulated purely by calculation and money, 

makes It p�ss1ble to see that JUSt as political practices have changed over 
two centunes, so has the market. The understandings of both the market 
and politics 111 the earl� years of the twenty-first century increasingly of
�er an understandmg of human interactions as regulated by rational self
Interest and

.
not necessarily mediated through linguistic discussion. Thus, 

a consumptiOn account of voting is consistent with a definition of sover
et�nty granted to consumers instead of to citizens. In acknowledging this 
sh f · d · 

L 

. � t m un erstandmg of the fundamental practice of voting, however, it 
Is tmpo�tant not to reify the market as an atemporal social institution. 
!he ra�to

.
nal choice approach to democracy and to political economy is 

Itself d�stmct from earlier understandings of the market, and yet is entan
gled �Ith the institutionalized procedures that it studies. Therefore, the rowmg phenomenon of voting apathy may itself be indistinguishable 
. roO: the perspective afforded by rational choice theory holding that it is 
Jrrattonal to vote. 
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Adam Smith's System of Natural Liberty 

The natural effort of every individual to better his own condition, when suffered 

to exert itself with freedom and security, is so powerful a principle, that it is 

alone, and without any assistance, not only capable of carrying on the society to 

wealth and prosperity, but of surmounting a hundred impertinent obstructions 

with which the folly of human laws too often incumbers its operations; though 

the effect of these obstructions is always more or less either to encroach upon 

its freedom, or to diminish its security. 

Adam Smith 

The great difficulty, for the political theorists of the enlightened disposition, was 

how to describe a universe, or a society, in which everybody has opinions and 

theories and conflicting, changing desires. It was to make a "system" out of the 

innumerable, swerving mo/ecu/ae of individual reflections and sentiments. 

Emma Rothschild 

[T]he social order of the market can degenerate into the disorder of anarchy 

unless market relationships are embedded within a constitutional-legal frame

work where individual rights of person and property are well-defined, mutually 

respected and enforced. 

James M. Buchanan 

I N  the mid-1940s, Joseph Schumpeter, Friedrich Hayek, and Karl Pop
per believed it possible that socialism or communism could triumph over 
capitalism and democracy, with the consequent loss of both personal 
freedom and the unfettered ability to pursue truth. For each of them, so
cialism was inseparable from an authoritarian "Big Brother" regime that 
threatened individual freedom and even rational inquiry. Schumpeter ar
gued that socialism, which he felt likely to be in store for the United 
States, would ultimately devolve into monopolist state power unless plu
ralism were guaranteed by economic competition of diverse interests. 
Hayek, too, was pessimistic about the future of democracy and economic 
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l iberty; he thought that individual freedom was the necessary bulwark 
against the downfall into first socialism, and then fasCism. Po�per �e
tested Marx's historical determinism, and believed that democratic soCial 
institutions and rational inquiry were the means to obviate the revolu
tionary discontent bred by economic injustices. 

The rational choice approach to politics and policy, the development 
of which was inextricably bound up with America's Cold War political 
guest to strategically best the Soviet Union, re

.
ste� sq�wre�y on the three 

pillars of rational decisionmaking, objective sCJenttfic mgutry, and a part
nership of democratic and economic freedom. Kenneth Arrow, J

.
ames 

Buchanan, and William Riker each sought to avert the potential nse of 
philosophical idealism and organic conceptions of stat�h_ood that they 
were convinced lead to the subj ugation of the human spmt. As a conse
quence of the vastly different historical and cultural circum

.
stances �f the 

mid-twentieth century compared to the present, the capaCity of rational 
choice theory to methodologically refute an authoritarian or political ide
alist philosophy goes largely unnoticed. While Buchanan's �pposition t

.
o 

Keynesianism, socialism, and collectivism within the Amencan P?hty ts 
clear it is less obvious that the underlying target of hts analysts ts Karl 
Mar� whose abiding genius is defined by "his acute understanding of 
the p�ssible reaction of the ignorant intellectual to the workings of the 
capitalist or market order. " 1 Buchanan's antidote to " ft]he commumty, 
the society, the organic unity of the group, the state" remains constant 
throughout his work: a partnership of Adam Smith's political ec�no�y 
with the democratic politics of the Founding Fathers, both celebratmg m-
dividual freedom.2 

The goal of this chapter is to describe another aspect of ration_al choice 
theory's development. Instead of focusing on the construction ot a theory 
that favored a version of democracy and economic liberalism free from 
the looming threat of authoritarianism or collectivism, here I consider 
how it became customary to reassert the foundations of American de
mocracy and free-market economy by looking back to Enlightenment s�
cial philosophy. This tende

.
nc! to promote democracy, science: a?� c�p� 

talism as fundamental bmldmg blocks of modern Western c!Vlhzat!O. that were enunciated between the Renaissance and the Enlightenment 15 

present in Hayek's Road to Serfd
_
om. 3 For Hayek, as fo� rational chot�e 

theorists the crux of the connection between the commttment to hber Y ' 
· f · d . ·d l's in the spheres of economics, politics, and s�ien�e ts that o an �� '�' _ua 

al freedom to determine her own ends.4 It ts thts emphasts on mdtvtdu 
freedom that makes it possible to draw a correlation between Cold War 

l . · · d Adam visions of freedom cast in opposition to tota ttanan represston an 
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Smith's espousal of the principle of individual l iberty. This reflection is aptly_ 
expressed 

_
hy R. �· Downie in commenting on the apparently countervadmg pnnCiples ot "sympathy" and "self-interest" in Smith's The Theory o( Moral Sentiments ( 1 759) and An Inquiry into the Nature and Causes of the Wealth of Nations ( 1 776).5 Claiming that " free choice" is essential to Smith's view of the self, Downie observes that " [i ]nsofar as a person is prevented, either by the might of the State or by its paternalism from exercising his ' rational will' his humanity will atrophy. " 6 

' 

It is historically myopic to presume that the American rational choice theorists reinvented American economic and political liberalism by 
�doptmg the template of "Enlightenment thought" and transposing it tnto

. 
the language of rational choice theory. Similarly, however, it is misJeadmg to assume that Arrow, Buchanan, and Riker constructed a vision 

�f liberalism ex nihilo, without resort to the long-standing political tradition bequeathed them by both American and European Enlightenment thi?kers. As _is evident, for example, in the writings of James Buchanan, ratiOnal _ choiCe theorists have seized upon Enlightenment political and economtc theory as having a clarity of insight before its nineteenthcentur� subversion 
_
by romantic notions of statehood and Marx's critique. My pnnCtple goal m this chapter, without which this book is not complete, is to explore the continuities and ruptures between the rational choice approach to political economy and liberalism and that of the Enlighten�ent political economists epitomized by Adam Smith. I depend on clues gtven by contemporary rational choice scholars to identify Enlightenment themes and values that have been important to their work, and explore w

_
ays in wh �ch rational choice theory offers a radical departure from prevwus contnbutions to liberalism. 

. In order to make sense of what may otherwise turn into an undifferentiated sea of either '_'Enlightenment" or "liberal" thought, it is necessary to be pre�tse m set�mg up our analysis. In exploring the relationship between rational choiCe theory and classic political economy, it is possible to select from a wide number of representative figures. In addition to 1ames
. 
Mad!son and Thomas Jefferson, other poss!ble candidates are 

_
enedtct Spmoza and Davtd Hume, and reachmg a bttle further back in ���e, John Locke and Thomas Hobbes.? More than any other, however It IS Ad s . h' f . . ' am mtt s system o natural bberty that offers the clearest instance ?f Enlightenment ideas against which to measure rational choice liberalIsm
_
. As will be explored in the context of James Buchanan's writings, Smtth, who is commonly thought to have based his analysis of political economy " If · , " d h f h h ·d · . on se mterest an w o put ort t e 1 ea that soctal pros-Peray is " I " 1 · d · h · · I spontaneous y ac 11eve Wit m a JUSt ega! framework, has 
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special relevance to rational choice scholars' concern with collective ac-

tion problems characterizing government. 
. . . . . 

Smith's social scientific analysis of the human mstltunons of J UStice and 

political economy is widely thought to be a 
.
key blueprint for political 

economy, and is recognized by rational choiCe theonsts as s�tt1?� the 

norm for the study of collective actions problems in terms of mdJvldual 

self-interest. Commenting on the connection between Enlightenment 

" liberalism" and the present-day world, Gordon Schochet observes: 

For the most part, the principle terms of twentieth-century English-lan

guage politics were in place by 1 800  . . . .  This vocabulary came from the 

newer and increasingly hegemonic juridical d iscourse and compnsed the 

more-or-less coherent body of doctrine that would come to be kno':n as 

" l iberal ism." The so-called " triumph" of that liberal ideology was taoh

rated by the dominance in British philosophy after Hume of �'empiricism," 

an outlook that is sympathetic to a skeptical individualism Ill morals and 

politics. The legal construct " state'' eventually replaced the more humams

ric "commonwealth," and its members were "c it izens" in a modern sense 

whose " rights," " interest," " properties," and " l iberties" were the reasons 

for political action as well as l im itations on public "authonty." The pomt 

of politics was to protect and enhance nghts and ltberttes--:which were now 

conceived of as entitlements that preceded organized pohucs and govern

ment rather than as privileges which were their creations-and not civic 

virtue . . . .  The substitution of interest for personal virtue as the ultimate e�� 
of politics was accompamed by a transformation m the meanmg of Jitstza. 

My point in quoting this passage is not to overstate the comm?nalties be

tween eighteenth-century society and twentieth-century soCiety, hut to 

draw attention to the profound sense in which present-day concepts and 

institutions achieved their purchase on the contemporary imaginanon 

and practices as a function of their past establ ishment. . 
This chapter does not comprehensively discuss either the

. 
Enltghten

ment or l iberalism but instead focuses on the political phtlosophy of 

Adam Smith as ger�ane to the set of social innovations constituting �ib

eralism and hence suitable for comparing to the perspective on l iberahsm 

adopted by rational choice sc�olars. As Schochet observes,. 
this �et of e�� 

tangled theories and practiCes mvolves the embrace of mdrv1duahsm, ep1
. 

temological skepticism about morals and social norms, and an emp�as!S 
I · d ' · d  I' hts 

on an appropriate juridical structure that ba ances an 1.
n lVI ua s ng 

against the rights of others. Adam Smith not only was mvolved centr.
ally 

in the eighteenth-century discussion of these ideas, but also is recogmzed 

by rational choice theorists as working within the theoretical �onfines of 

nonnormative social sc ience, a secularized concept of sovere1gnty, and 
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s
.
e lf-interested individualism." To best compare the broad category of En

l rghtenrnen
.
t political philosophy with rational choice theory, I focus on 

the theoretiCal resonance between Adam Smith's system of natural l iberty 
and James Buchanan's public choice theory. In addressing the conjunction 
between th�se two: �t is possible to gain insight into the relationship be
tween classiCal political economy and rational choice l iberalism . 

. 
Comparing �mith_'s sy:tem of natural l iberty with contemporary ra

tl�nal cho1ce l ibera l ism mvolves running the risk of h istoriographical 
�1tfal l� . Several perspectives are in play simultaneously: rational choice 
l iberalism as a contemporary branch of scholarship; the relationship be
tween rati�nal choiCe l iberal ism and earlier l iberal philosophies, in this 
case Smith s; the relat10nsh1p that rational choice theorists believe them
selves to ha�e with their Enlightenment predecessors; and the question of 
what type

.
ot

,
"authentic :' access is avai lable to Enlightenment thought, or 

Adam s
.
mlth s thought, Ill order to achieve a legitimate vantage point for 

compan
.
son. Each of. 

these
. considerations poses a chal lenge to our goal of 

uncovermg the relat10nsh1p between rational choice l iberalism and En
lightenment ideas of l

.
iber�y. This goal is facilitated by recent historiogra

phy of both the Scott1sh Enlightenment and Adam Smith. 
Scholarly assessments of the work of Adam Smith have varied from the 

r�pid ear�y-nineteenth-century reconstitution of Smith's legacy to be con
SIStent With anti-Jacobin political conservatism, to the l ate-nineteenth
century German economists' puzzle over reconciling Theory of Moral 
Senttments,

. 
apparently predicated on "sympathy," with Wealth of Na

ttons, cast 111 terms of "self-interest." 10 While there was a lu l l  in Smith 
s�udies in the early twentieth century, characterized by the 1 926 observa
tion by E. Cannan that " fv]ery little of Adam Smith's scheme of econom
ICS has been left standing by subsequent inquirers," the period from the 
1920s to the mid- 1 980s witnessed an exponential growth of interest. I l  

Between the 1 950s and the 1 970s, scholars wrestled with the relationship 
between the economic and political domains in Smith's works the one 
c
.
a l l ing for hands-off laissez faire, and the other implying some r;l e  for ac

t�ve governmental interventionY In the 1 970s and early 1 980s, new edi
tiOns of Smith's works were published, indicating the newfound attention 
they were receiving. 1 3  

The fascination with Smith ha s  continued past the close o f  the twenti
eth century, with recent scholarship divided into two discernible branches 
o
.
ne guided in its mission by the historical effort to understand Smith i� 

eighteenth-century terms, and the other more interested in understanding 
s . h' . . l11Jt s relevance to contemporary politica l economy. 1 4  Examples of these 
two branches of study are collected in a group of essays edited by Thomas 
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Wilson and Andrew S. Skinner, which includes contributions by rational 

choice theorists Mancur O lson, Charles Rowley, and James Buchanan . 1 5  

This collection of essays, originally presented a s  part of a conference, 

makes evident the often close association of Smith scholarship with Cold 

War concerns of shoring up the theoretical foundations for Western soci

ety in view of the threat of communism. Thomas Wilson's essay disc�ssing 

the princ iples of sympathy and self-interest in Smith :uggests that �t may 

be possible to associate a misguided understandmg ot sympath� ':1th the 

underlying principles of communism. 1 6 Wilson concludes that It IS m�st 

appropriate to associate self-interest with the market, and sympathy With 

"private charity . . .  [and] the mechanism of the welf:ue state." 1� 
While much of the contemporary effort to revitalize mterest m Adam 

Smith has proceeded from the active ferment of i nterest in contemporary 

economics, historians have initiated a renaissance of understandmg of 

Smith by firmly contextualizing his writings within the Scottish Enli�ht

enment. Inspired by J. G. A. Pocock's reexammatJOn 
.
of Mach1�v�l l i , a 

number of scholars have explored the competing traditions of crvrc hu

manism and natural jurisprudence in Smith's Theory of Moral Sentiments 

and Wealth of Nations. 1 g  This historiographical debate between the two 

perspectives of civic republicanism versus rig�ts-based jurisprudence, 

while generating a virtual consensus on the .stgm�cance �f both perspec

tives, has also produced a cornucopia of insights mto Sm1th work. �any 

of these insights promise fruitful exploration for the roots ot rat�on�l 

choice scholarship in Smith's Enlightenment political economy: Smrth ts 

often recognized for his confidence in sel f-interest as fundamental to so

cial order; he can be understood to have helped establ ish a nghts-base�, 

negative liberties, jurisprudential framework for political economy; ?e IS 

committed to studying the unintended consequences of human actwn�; 

and he is often cited for supporting a view of justice upholding economiC 

efficiency over distributional concerns. Each of these features in Smit
.
h's 

texts could be assessed from the perspective of " [t]he historian, searchr�g 

the past for the seeds of the present" in the current form of rational choJCe 

theory. 1 9 
James Buchanan is the rational choice theorist who has most explored 

d S · h · · - I · d has 
Enlightenment thought generally, and A am m1t 111 part1cu ar, an 

discussed how h i s  theory of classic l iberalism relates to Smith's system �f 
natural l iberty as expressed in Wealth of Nations. The first section of th�s 

· h l · h. b ubhc 
chapter traces Buchanan's accoum ot t e re attons 1p etween P 

choice theory and Smith's analysis of political economy. In the process, 
· h I - · d · !ud-

several points of commonality between t e two wcome ev1 ent, me 

ing the emphasis on individual freedom and on nonnormative and non-
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tel eological methodology, and a supposition of unordered social order 
that arises within the context of an appropriate legal framework . But in 
exploring these commonalties, a significant difference between the two 
becomes equally apparent: whereas Buchanan relies exclusively on the 
princ iple of rational self-interest to model political economy, Smith relies 
on both the sentiments of self-interest and sympathy. 

In order to flesh out the comparison between Smith and Buchanan the 
second section of this chapter relies on recent contributions to sr'nith 
scholarship to better our understanding of Smith's system of natural lib
erty less colored by present concerns, and more true to its Enlightenment 
social

. 
and �olitical context. This section discusses the role " sympathy" 

plays 111 Sm1th's system of j ustice: I argue that for Smith j ustice cannot be 
translated into the terms of self-interest, whereas for Buchanan the legal 
framework structuring a society is derived exclusively from individuals' 
calculated self-interest; for Smith j ustice arises as the unintended conse
quence of sympathy. 

The first two sections of this chapter discuss Buchanan's interpretation 
of Smit� 's writ.ings, and their relationship to public choice theory. A 
concludmg section examines the looser claim of some rational choice the
orists that Smith and rational choice scholars are united in their method
ological reliance on "rational self-interest. " Whereas Buchanan is cau
tious and modest in his reading of Smith, focusing, for example, on �mith's princ iple of " bettering one's condition" as providing the underly
mg motive force of political economy rather than "rational self-interest " 
others are not so restra ined. The concluding section poses the question �f 
the accuracy ot locating "self-interested rational actors" in Smith's world. 
It finds that for Smith, self-interest can corrupt rational deliberation if not 
mediated by self-command. Even the closest cousin to the self-interested 
�ational actor in Smith, the prudent man, cannot be transposed readily 
Into the vocabulary of rational choice. 

James M. Buchanan's "Adam Smith" 

In the Calculus of Consent, Buchanan, writing with Tullock believes 
their investigation into the logic of constitutional design is und:rtaken in 
th� spirit of the American Found ing Fathers and various Enlightenment 
Phrlosophers. They recognize Hobbes, Spinoza, Hume, and Adam Smith 
�s presenting important precursors to their theory of self-interested ra
�Ional calculation underlying legitimate constitutional design. 20 In assess�g Buchanan's voluminous writings over the better part of half a century, 
owever, one Enltghtenment figure looms larger than a l l  the rest for hav-
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ing set forth an analysis of political economy that most closely resembles 
Buchanan's own theory-namely, Adam Smith. The numerous references 
to Smith scattered throughout Buchanan's texts leave no doubt that in 
Buchanan's assessment, crucial similarities characterize the two systems, 
notwithstanding the two centuries separating them. 

Buchanan believes it is necessary to recover Enlightenment principles 
and ideas that had been lost during the dark times of socialist collec
tivism, and that the vital importance of public choice theory is that it rep
resents a continuation of classical political economy: 

Warren Nutter was fond of saying in, in  the sometimes bleak days of the 

1 950s and early 1 960s [Keynesian digressionl, that one of our most impor

tant functions was to "save the books." . . .  Classical liberalism -the ideas 

and the analysis that nurtured these ideals for a society that became a near 

realitv-need not perish from the earth. As the saying on Fred Galhe's Col

orad� T-shirt goes, ''Adam Smith was right-pass it on." 2 1 

For Buchanan and other public choice theorists, Marxism, Keynesianism, 
and any other version of social collectivism are dangerous dead ends that 
can be avoided by returning to the path blazed by Adam Smith: " [T lhere 
has been a loss of wisdom in this respect, a loss from eighteenth century 
levels, and the message of Adam Smith requires reiteration with each gen
eration. "  22 Buchanan reasserts the fundamental principles of American 
capitalist democracy by revisiting the wisdom of Smith, who upheld the 
primacy of self-interest i n  economic relations and emphasized the impor
tance of individual freedom in exchange. In this way, public choice theo
rists may be viewed as appropriating basic insights from Enlightenment 
political economy as they participate in a "project of modernity" engen
dered by Enlightenment predecessors. Although there may be many other 
ways to conceptualize this project, within the context of rational choice 
theory it is best understood as a commitment to individual freedom, a be
lief in rational inquiry, a secularized notion of sovereignty, and a legal 
framework coordinating self-interested ends. 

Buchanan writes that all he has done, throughout his work, is to apply 
Smith's basic insight that individuals have the propensity to truck, barter, 
and exchange; Buchanan insists that "we commence concentrating on the 
origins, properties, and institutions of exchange, broadly considered. 
Adam Smith's propensity to truck and barter one thing for another-this 
becomes the proper object for our research and inquiry." 23 Not only is 
the individual the primary subject of analysis, but for Buchanan, the prin
ciple of exchange is key because it focuses on individuals' freely made 
choices regarding what they prefer; exchange implies voluntary transac-
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tions among individuals who make their own decisions about what they 
want. Each individual, focused on his own ends and achieving his own 
goals, trades possessions and enters into binding agreement with others, 
yielding the result that each is better off since voluntary exchange is char
acterized by mutual advantage. In Buchanan's view, economic freedom to 
exchange is perhaps the most fundamental form of human freedom that 
makes others, such as political freedom and freedom of inquiry, possible. 

According to Buchanan, through the principle of exchange, Smith 
and other Enlightenment thinkers came to realize that individuals' self
interested pursuit expressed in voluntary exchanges results in a prosper
ous and harmonious social order. He sketches the intellectual history of 
this theoretical development: 

[Tlhe eighteenth-century contribution was to construct the bridge between 
homo economicus on the one hand and "social welfare" or "group inter
est" on the other. [Bernard] Mandeville, Hume, and Smith did not invent 
the notion of self-seeking, autonomous man. Such a person had been 
around for centuries, and he had been emphatically brought to philosoph
ical consciousness by Thomas Hobbes in the seventeenth century. By build
ing on the Hobbesian contractual insights, and by postulating the possible 
existence of the limited sovereign in the sense articulated by John Locke, the 
eighteenth-century philosophers demonstrated that, within constrained be
havioural limits, the sel f-interested motivation on the part of individuals 
might promote the welfare of the whole community of persons.24 

In this passage, Buchanan combines the idea of self-interested exchange 
with the concepts of spontaneous coordination and a duly constituted le
gal framework, which establishes the parameters for both voluntary ex
change and the enhancement of individuals' welfare. In articulating this 
insight, Buchanan believes he is consistent with Smith, who also proposes 
a system in which social harmony arises as the consequence of individu
als' pursuit of self-interest constrained only by the laws of j ustice. Reiter
ating this crucial insight structuring both public choice theory and Smith's 
system of natural liberty, Buchanan observes: 

The great discovery of the eighteenth-century philosophers was that, within 
appropriately designed laws and institutions, separately self-interested in
dividual behaviour in the market generates a spontaneous order, a pattern 
of allocational-distributional outcomes that is  chosen by no one, yet which 
is  properly classified as an order in that it  reflects the . . .  values of the par
ticipating persons.L' 

The crucial ideas expressed here are that individuals pursue personal 
goals by engaging with others in exchanges from which all parties gain, 
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and that for the process of mutual gain to be guaranteed, individuals must 

obey l aws prohibiting the violation of others' personhood a�d property. 

Buchanan's reliance on the ideas of individual l iberty constramed by a le
gitimate legal framework that serves to spontaneously coordinate i�di

viduals' ends is key not only to understanding rational choice l ibera lism, 
but also to understanding the relationship between public choice theory 
and classical political economy. 

Buchanan asks what went astray in social theory as the Enlightenment 
political economists were fol lowed by nineteenth-century Marxist philos
ophy, and the twentieth-century experiment with commumsm and �o
cialism. He finds the answer in the "corruption" of economics fol lowmg 
the 1 840s.2h The initial corruption Buchanan here refers to proceeded 
from Marx's critique of the efficiency of markets, hence " [t]he distribu
tional implications of market coordination were moved to center stage, 
providing grounds for revolutionary political proposals that were well be
yond any mercantilist schemes for political manage�ent ot natiOnal econ
omies" (69 ) .  Almost simultaneously, Buchanan c laims, Hegel launched a 
romantic notion of the state, "a model that came to be increasingly dom
inant, an idealist vision of an omniscient and benevolent collective entity" 
( ibid. ) .  Alongside political idea l ism, classic utilitarian philosophy arose 
and was also swayed by the romantic theory of statehood: "the romantic 
model of the state became the source for totally unwarranted compar
isons between the market order, as observed in operation, and the state 
as idealized" ( ibid . ) .  Buchanan finds classic utilitarian political philoso
phy flawed in a way similar to idealized political theory because it p�e
supposes the existence of "maximum social well-being" as the sum of �n
dividua ls' well-being; therefore he denounces this utilitarian enterpnse 

for cl inging to idealized concepts of social welfareY For Buch�nan, 

Smith's commitment to individual freedom represents the preventive to 

various forms of collectivism, whether that of Hegel or Marx, classic util

itarians, Keynes, or even the residual collectivism he finds in general e�m

l ibrium theory suggesting an "artificially forced and warranted extensiOn 

beyond individual choice to collectivities, to macrounits, to society, to the 

economv. " 28 
As B�chanan tells the story, game theory broke social scientists out of 

the habit of formulating their research initiatives in terms of the mathe

matics of collective units characterizing marginal economics and post

Marshall economics.29 Buchanan j udges that most contributions to eco

nomic theory since Adam Smith are bastardizations of individual freedorn 

realized through trade. For this reason Buchanan claims that in recove�-
. · · · f h · d . ·d 1 ubhc ing the central pnnCiple regardmg the pnmacy o t e 111 IV! ua , P 
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choice theory returns to the insights of c lassical political economy after a 
two-century exodus in the desert of coercive and sterile social theory. In 
rescumg the past insights of Enl ightenment philosophers, game theory 
provides contemporary public choice theorists with the mathematical ca
pabi l

.
ity to push aside the fixation with collective wel fare dogging mar

ginahst and general equilibrium economics. In game theory, collective 
outcomes can only be assessed from the perspective of whether any indi
vidua l  would have had reason to select a different course of action 
thereby resulting in a different overarching outcome. 

' 

Buchanan is himself aware of the steps public choice theory takes be
yond Smith's system of political economy. lo In Buchanan's assessment 
Smith applies the principles of self-interest and voluntary exchange t� 
ma

.
rkets, but stops short of applying them to political decisionmaking. 

Th1s readmg of Smith coincides with that of Emma Rothschild in Eco
nomic Sentiments. Rothschild emphasizes that whereas Smith points out 
the efficacy of individual freedom to trade in the economic sphere, he is 
doubtful that laws enacted by pol iticians, more than likely serving mer
chants' i

.
nterests, can do more than pervert the system of natural l iberty. �othschi!d thus finds that whereas Smith celebrates voluntary exchange 

111 markets, he IS dubious about the efficacy of political interference of any 
�ort

. 
m !ree trade; Smith's system of natural l iberty "requires both good 

mstltutions and good norms, whereby individuals pursue their interests 
withi? the rules of well-defined games, and not by seeking to influence in
s
.
tt
.
tutions and rules ." 3 1  According to Rothschild, Smith suggests that po

lltlcal regulation will only serve the interests of rulemakers and that en
lightened statesmen seek to avoid political interference, tr�sting instead 
to the free market to coordinate individuals' efforts. 
. Buchanan agrees with Smith that laws will reflect the interests of politi

Cians; however, he proposes a different solution emphasizing this attrib
ute of human behavior instead of curtailing it . Buchanan extends the 
principle of self-interested action to politicians, thereby accomplishing 
two theoretical goals. The first is to denounce the ideas of "public servants " and a " benevolent state ." The second is to suggest that all indi
:nduals are best served by pursuing their interests as actively in the politIc�! a

.
re�a as they do in the market arena. Only then, Buchanan claims, �dl md1v�duals achieve the constit�tion and .'aws that appropriately 

fle
.
ct their mterests. Buchanan realizes that h1s proposed solution acce�tmg political machination differs from Smith, and he characterizes this shtft as a union of Smith's political economy with the democratic theory �f Jam�s Madison and Thomas Jefferson. Elaborating th is element in pub-c cho1ce theory, Buchanan explains: 



204 Chapter Six 

When persons are modelled as self-interested in politics, as in other aspects 
of their behaviour, the constitutional challenge becomes one of construct
ing and designing framework institutions or rules that will, to the rnaxi
rnum extent possible, limit the exercise of such interest m expl01tatzve ways 
and d irect such interest to furtherance of the general interest.'2 

Buchanan is suggesting that the process of constitutional design gains le
gitimacy when it grows out of individuals' self-interest m �he same way 
that market transactions reflect individuals' interests. Pu bite chotee the
ory preserves the centrali�y of vo�untar_r exchange in �ar�et� and extends 
it to the political sphere, m keepmg wzth James Madison � view of de�o
cratic politics as a balance of individually expressed self-mterests artiCU
lated in the Federalist Papers. 33 Therefore, public choice theory 1s best un
derstood as a combination of Smith's politica l economy and Madison's 
democratic theory: spontaneous politica l order arises from individuals' 
pursuit of self-interest in the political arena. This political order i� mam
fest in the legal framework that structures a society. Game the_o.ry 1s most 
useful for modeling this order because it assesses rational selt-mterest to 
determine what legal framework best serves individuals' independ�ntly 
construed goals. In taking into consideration individuals' self-determmed 
interests, game theory analyzes the effects of alternative r�le . 

sets o� individuals' fates to determine which rule set best reflects md1v1duals 
interests. 

As Buchanan is the first to recognize, understanding the political pro
cess as mirroring the process of the free market involves a feature of pub
lic choice theory that departs from Smith's political economy. Buchanan's 
self-acknowledged departure from Smith 's system of natural liberty, then, 
serves as the marker for c learly distinguishing between public choice the
ory and classical political economy. Buchanan reveres Smith�s ded�ca:ion 
to individual freedom and to spontaneous social coordination w1tlun a 
framework of just law. However, he departs from Smith in not only build
ing his analysis on individual self-interest as expressed in politics, but also 
in arguing that correct analysis of individuals' self-interest leads to the 
construction of a legitimate constitution. Thus, Smith and Buchanan dif
fer in their analysis of how j ustice ( in the case of Smith) and constitutiOnal 
order ( in the case of Buchanan) are brought about. For Smith, j ustice is the 
unintended consequence of individuals' natural tendency to feel sympathy 
when one person is wronged by another; for Buchanan, constituti�na l or
der arises out of the self-interested agreements individuals reach m con
sidering how constitutional rules will affect their lives. While both theo
rists uphold the freedom of the individual in trade, look to "unordered 
order" instead of to economic prosperity achieved through governmental 
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n:gulation, and consider a legal framework of justice necessary, the two differ markedly in their appraisals of how the legal order is affected. 

Adam Smith's System of Natural Liberty 
While lauding Smith's wisdom as a light still shining after two centuries, Buchanan makes a notable move beyond him in asserting that self-interest IS the sole principle sustaining political economy and constitutional order, and the only mover of politics and markets. Thus, Buchanan carries �ver to pr.

esent-day understanding only one of the two organizing pnnc1ples cruc1al to Smith's Theory of Moral Sentiments and Inquiry into the Nature and Causes of the Wealth of Nations. As Buchanan would do Smith uphol?s both free mar�ets and the regulation of society by law; however, unlzke Buchanan, Smtth claims that it is the human sentiment of sy�pathy t�at gives rise �� j ustice. Furthermore, for Smith, sympathy is ne1ther
. 
mo�1va�ed by . 

selt-mterest, nor serves self-interest indirectly by �roundm� JUStiCe. It IS key that in Smith 's theory of justice, sympathy cannot, m any sense, be regarded as a selfish principle " derived from "�elf-love ." 34 Indeed, unchecked, self-love is the source of many of the d1sorders of human l ife '' ( IIL4 .6 ) .  Therefore, for Smith, j ustice and morality must originate in features of the human character not bound up with personal ambitions. 
. Sm ith's commitment to the dictates of natural philosophy in his reflections on political economy and justice is remarkable. His Theory of A!-oral Senttments and Wealth of Nations are widely considered to be Enlightenment �exts because Smith adopts a naturalistic mode of explanation that avmds recourse to theistic or teleological rationales. This commit�ent to natural phi losophy resonates with contemporary rational �hoJCe �heorists' insistence on nonnormative scientific inquiry. In avoidmg theiStiC or telelog1cal explanations for social institutions, Smith proposes instead an "efficient causes " methodology: whereas the efficient cause of material prosperity is individuals' inclination to better their own circumstances, the efficient cause of j ustice is sympathy. According to Smi:h, if one conceives of human society as a grand system, o: machme, akm to the physical universe, finding "in every part of the umverse . . .  means adjusted with the nicest artifice to the ends which they a re intended to produce,'' it is tempting to explain both the world of nature at large and human society in terms of "final causes " with which all things are imbued and which directs them to a final end. However, natural philosophy dict:ltes that the only va lid explanations are of efficient, nor final, causes. Thus, for Smith, in studying the process of digestion or 
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blood c irculation, explanations resorting to the final end of ''the great 
purposes of animal life" are inappropriate. S imilarly, in accounting for 
the operation of a mechanical watch, it is misguided to look to any desire 
or intention on the component parts of the watch for its achievement of 
smooth operation or accurate time-telling. Of course, it is the watch
maker's intent to produce such a mechanism, but " in accounting for the 
operations of bodies, we never fail to distinguish in this manner the effi
cient from the final cause" (TMS II.i i . 3 .5 ) .  God's final causes are achieved 
through efficient causes, and "we never ascribe any such desire or inten
tion to . . .  [the wheels of a watch], but to the watch-maker, and we know 
that they are put into motion by a spring, which intends the effect as little 
as they do" ( ibid. ) .  Thus, the principal lesson of natural philosophy, 
which Smith steadfastly applies to the study of human society, is that ag
gregate outcomes, or final causes, must be explained as the unintended 
consequence of individual agents. For Smith, it is not appropriate to pro
pose that social prosperity results from the direct intention of individuals; 
neither is it accurate to hold that the rule of law is a product of individu
als' intention to create a just society. This theme is fundamental to both 
Smith 's Theory of Moral Sentiments and Wealth of Nations, and is shared 
James Buchanan and rational choice theorists in general. The primary dis
tinction between Smith's approach and that of rational choice theory is 
that for the former, both sympathy and self-love animate individuals, 
whereas for the latter, only rational self-interest explains individuals' 
actions. l5 

Wealth of Nations might best be considered as a rigorous, empirically 
informed analysis of the means by which individuals' efforts to promote 
their own interests result in overall betterment. These means include more 
effective production through the division of labor that arises " in a society 
where things were left to follow their natural course, where there was per
fect liberty, and where every man was perfectly free both to chuse what 
occupation he thought proper, and to change it as often as he thought 
proper. " 3" Unregulated trade, or "perfect liberty, " permits a commodity's 
market price rise to its natural price ( Lvi i .30) .  Individuals would employ 
their stock most effectively, and since a society's total annual revenue is 
"a lways precisely equal to the exchangeable value of the whole annual 
produce of its industry," again individuals' efforts on their own behalf 
add up to overall benefit. Thus, for example, when an individual prefers 

the support of deomestick to that of foreign industry, he intends ownly his 
own security; and hy d i recting that industry in  such a manner as irs produce 
may be of the greatest value, he intends only  his own gain,  and he is in this, 
as in may other cases, led hy an invisi ble hand to promote an end which was 
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no part �f his
£ 

intention . . . .  By pursuing his own interest he frequentlv promotes t at o t�e socJety more effectively than when he reallv inte�ds tt promote Jt. ( IV.u .9 )  ' > 

A_s 
.
Buchanan emphasizes, Smith points to the potential of unleashed individual freedom to pursue one's own interests, thereby profiting all who partlcip�te 111 the voluntary trade transactions. Crucial ly, for Smith as for Buchanan the "ob . d . I f I . ' v1ous an s1mp e system o natura hberty" requires that freedom be secured through th . . tion of J·u t" I d '  ·d 1 e unposi -s ICe. n !VI ua s must be secure in their possessions: 

Commerce a nd manufactures can seldom flo . h I . . 

d . 
. . uns ong 111 any state which oes

_ not enJoy a regular admmJstration of j ustice, in  which the peo le do not tee] the�selves secure m their possession of their property, in whi�h the faith of contracts IS not supported hy law, and in which the authority of the �ta�e I; not st
l
rtposed to he regularly employed in enforcing the pavment of e ts rom a those who are a hie to pay. (V.i i i .  7) 

· 

"The �ules of justice are accurate in the highest degree and admit f exceptiOns ?r modifications," and pertain to the viol�tion of a p�rs:� �hr���h thett of prope_rty, physical attack and murder, or breech of prom��e. �otectmg Individual rights to self-betterment through the im osition of JUStice guarantees "the highest degree of prosperity" for a so�ety: 
That security which the !· · G B · · · . . . . aws 111 reat ntam give to every man that he sha l l  �nJO:V �he fruJts of hJs own la hour, i s  alone sufficient t o  make any country ouns ' notwlthstandmg these and twenty other b d 1 . f com mer _ Th . a sur regu at1ons 0 

. . <..e.  · · · e natural effort ot every individual to hetter his  own con-ditiOn, when suffered to exert Itself with freedom � d - . . 

ful a ri _ · I . . . an secunty, 1s so power-p nup e, that It  1s alone, and Without assistance, not only capable of carrymg on the sooety to wealth and prosperity hut of . h d ,d · · . 

• 

surmountmg a un-re Impl'mnent obstructiOns with which the foll}' of h 1 f · h · uman aws too o -ten mcum ers Jts operations. lH 

fre 
Smith's system_ forr�s a seamless, architectonic whole-a sphere of edam for mdmdual mdustry limited only by J·ust laws whi. -h l ' k  h syste f I" · 1 . , c , 1 e t e 

ro 
m o po ltJCa economy, anse of their own accord. Legitimate laws �he teet mdiVIduals'

. 
rights but do not encroach on individual freedoms in 

fram
attempt to legtsla:e social outcomes. Legitimate laws construct a 

ri 
�work for �h� acht�vement of material prosperity, given the universal P nCip!e of mdlVldual mdustriousness. 39 Put in today's t h of natur 1 l ' b  b d . . 

erms, t e system 
that . 

a I erty may e
. 
es�nbed _as a "nonmterventionist" framework 

com
;u

,
�;�;t

.
ees 

_
the coordmatiOn of mt�rests into a socially beneficial out

ibilit 
' 

. t�nctJon . . .  of the laws ot J UStice IS to maximise the compat-y of mdJvidual persons' purslllt of their own aims " 4o Th . e passage 
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just quoted is glib in ascribing the concept of "maximi
_
zation" to Smith,41 

yet its familiar language cuts through two centuries ot political discourse 
to reveal Smith's path-breaking contribution to political theory. Smith 
helped set the precedent that the task of the political theorist is identify
ing an institutional structure that upholds individual freedom and simul
taneously coordinates individuals' self-interested actions in a mutually 
beneficial way within a duly constituted legal system. 

Buchanan goes to considerable lengths to make clear that there is great 
common ground between his and Smith's systems of political economy. 
Of most significance is the shared belief in individual freedom to pursue 
one's own economic interests and to enter into voluntary exchanges 
within the context of a legitimate constitutional order or system of j ustice. 
However, as we have seen, Buchanan parts company with Smith over the 
manner in which the legal order is brought into being. Buchanan relies ex
c lusively on self-interest expressed in political decisionmaking, whereas 
Smith's analysis rests on the human sentiment of sympathy. 

Smith's goal in Theory of Moral Sentiments and Wealth of Nations is 
to account for how social order arises and is sustained independently of 
agents' intentions. In the first of the two books, Smith seeks to explain 
how j ustice, which serves as "the main pillar that upholds the whole 
edifice" of human society, came about. This question has urgency since 
the laws of justice are a prerequisite for social order; if these laws are re
moved "the immense fabric of human society . . .  must in a moment 
crumble into atoms." 42 Justice, for Smith, is a particular sort of virtue: a 
"negative virtue, " distinct from other "positive" virtues in so far as its 
principles are precise and exact. Whereas acts of benevolence are re
garded as voluntary, acting in accordance with the principles of justice is 
strictly necessary and shortfalls are subject to punishment. Justice grows 
out of the sympathy we, as spectators, feel toward an injured party, and 
the disapprobation such injury arouses in us toward the injuror. Unlike 
the sentiment of approbation triggered by observing others' actions of 
benevolence and charity, the negative virtue of justice draws its precision 
from the black and white character of injury combined with the height
ened sense of sympathy evoked by pain and suffering ( I I . i i .2 .2) . The prin
ciples of justice attain additional precision because of the transcendental 
and universalizing assumption Smith makes that individuals can aspire to 
an " impartiality, " whereby we judge an other's actions "neither with our 
own eyes nor yet with his, but from the place and the eyes of a third per
son, who has no particular connection with either, and who judges with 
impartial ity between us." 43 

Smith's efficient causes theory of justice provides an explanation for 
how the rule of law comes about independently from individuals ' self-in-
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terest or aims; he provides a thoroughly naturalistic account of justice 
that depends on individuals' empirically evident tendency to experience 
fellow-feeling in observing the joys and travails of others. Of the entire 
range of human emotions, negative passions, espec ially those caused by 
injury, arouse the greatest sympathy in spectators.44 After establishing in 
a vanety ot Circumstances the empirical reality of sympathy-that is, the 
tendency of individuals to place themselves in another's shoes and vicari
ously feel their joy or pain-Smith works to establish the notions of the 
impartial spectator and of justice.45 

For Smith it is a fundamental feature of both human society and hu
man nature generally that individuals perceive themselves and their ac
tions primarily in relationship with others. By the same token, individu
als are quick to judge others' actions and intentions according to their 
propriety within a given social context.46 From this process of evaluating 
the legitimacy of others' actions from a third-person, uninvolved per
spective, Smith derives the proposition that it is possible for individuals 
to apply this third-party perspective of the impartial spectator to their 
own actions. Just as we are quick to j udge others' actions, so during the 
process of maturation do we learn that we are similarly subject to the 
judgments of others. Smith, however, readily admits that one is always far 
more interested in one's own fate than in that of others: in fact, one could 
easily prefer the preservation of one's little finger to the deaths of multi
tudes ( TMS I I I .3 .4) . When it comes to evaluating the propriety of one's 
own actions, the self may prefer to adopt a position of self-love instead of 
that of third-person impartiality. In view of this undeniable reality of hu
man nature, Smith asks how it is possible, given the constancy of self-love, 
that a framework of morals and laws could be established (111.3 .5 ) .  

The tendency of " [e]very man . . .  [to be] more deeply interested in 
whatever immediately concerns himself, than in what concerns any other 
�an" is the most pressing difficulty challenging moral philosophy and j u
nsprudence. Smith's explanation of how justice comes about is intricate. 
In acknowledging the individual's tendency to be ruled by self-love, to 
place himself first, Smith nevertheless claims that "vet he dares not look 
mankind in the face, and avow that he acts according to this principle" 
(ll. i i .2 .2 ) .  That is, Smith proposes that it is proper when viewing our own 
concerns that we adopt the perspective of the impartial spectator-that 
We view our own affairs as though they were those of a third party. In this 
case, Smith explains, when an individual 

views himself in the light in which he is conscious that others will view him 
he sees that to them he is but one of the multitude in no respect better tha� 
any other in it. I f  he would act so as that the impartial spectator may enter 
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into the principles of his conduct . . .  [then this would J humble the arro
gance of his self-love, and bring it down to something which other men can 
go along with. ( Ibid . )  

For Smith, it is automatic that in assessing the actions of third parties that 
we adopt an impartial perspective. It is not automatic that we in turn 
adopt this impartial viewpoint in evaluating our own actions, but given 
that each of us is constantly j udged by those in society with whom we live, 
it is natural that we internalize the stance of the impartial spectator, from 
which we behold ourselves. 

Smith builds his theory of j ustice by moving in two directions simulta
neously. First, he observes that through the perspective of the impartial 
spectator one is able to j udge the propriety of one's own acts and to 
counter flights of self-love. However, he realizes that some individuals 
made of "less noble clay" may have difficulty in reining in their selfish 
passions (III.4. 1  ) . Thus, second, he observes that j ustice will be enforced 
by others who adopt the position of the impartial spectator. On the one 
hand, the impartial spectator permits individuals the latitude to pursue 
their personal ambitions: " In the race for wealth, and honours, and pref
erements, . . .  [the individual] may run as hard as he can, and strain every 
nerve and every muscle, in order to outstrip all his competitors " 
( III.ii .22). On the other hand, Smith notes: 

But if he should justle, or throw down any of them, the indulgence of the 
spectators is entirely at an end. It is  a violation of fair play, which they can
not admit of. This man i s  to them, in every respect, as good as he: they do 
not enter into that self-love by which he prefers himself so much to this 
other, and cannot go along with the motive from which he hurt him. (Ibid. )  

In watching competition among third parties, an impartial observer dis
tinguishes between fair play and injurious conduct. It is this assessment 
borne out of sympathy with the injured party from a disinterested per
spective that establishes the basis for justice. 

Thus, even if lacking the wherewithal to appraise one's own behavior 
impartially, others are able to maintain a third-person perspective on our 
actions. It is crucial to Smith's theory of justice that theft, personal injury, 
murder, or breach of promise constitute clear offenses that can be univer
sally acknowledged from the impartial spectator perspective as a trans
gression against a member of society. Justice itself depends on impartial 
appraisal of injuries and does not maintain that all individuals be adept 
or practiced at scrutinizing their own actions by "the supposed impartial 
and well-informed spectator . . .  that man within the breast, the great 
judge and arbiter of their conduct" ( III.2 .32) . Justice grows out of '' [o]ur 
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continual observations upon the conduct of others, [which] insensibly 
lead us to fo:m to ourselves certain general rules concerning what is fit 
and p:oper either to be done or to be avoided" ( III.4.7). Feeling sympa
thy �Ith another's

.
agony, and viewing his situation with the eye of an im

partial observer, yields a "general rule . . .  [which] is formed . . .  by find
�ng fro� expenence, that all actions of a certain kind, or circumstanced 
�n certam manner are approved or disapproved of" ( III.4 .8 ) .  For Smith, it I� through t�; process of sympathy for others from an impartial perspec
tive that the precise, accurate, and indispensable" rules of justice are dis
cerned ( III. 6. 1 1 ) .  

Whereas :e may want to impute t? mankind a "refined and enlight
ened reason as the effiCient cause ot "the sentiments and actions" b 
':'hich j ustice is achieved, in Smith's mind the actions contributing to j uZ 
�ICe .

do not anse from mtentwnal agency predicating the utility or end of 
JU�tice as the goalY Rather, j ustice and the social order it makes possible 
might be thought of as a final cause, with the sympathy spectators natu
rally feel toward others' injuries and attendant disapproval of the injurer 
as :he efficient ca�se. Whereas "Nature, indeed, seems to have so happily 
a?Justed our sentiments of approbation and disapprobation to the conve
m�ncy

. 
?oth of the individual and of the society . . .  it is not the view of 

this unlit� or hurtfulness which is either the first or principle source of our 
app�obation and d�sapprobation."  4s It is not the useful end of j ustice that 
motivates the sentiments of approval and disapproval that underlie it 
rather it is an individual's innate ability to both sympathize and maintai� 
�he perspective of third-person objectivity when approving or disapprov
mg another's actions. Public utility is served by j ustice but the sentiments 
�rou��ing jus�ice do not have that end in mind. Still, �ith hindsight, pubhe unhty 

.
that IS served by j ustice grants j ustice legitimacy since social order constitutes an end with which people can acquiesce. 49 

. For Smith, sympathy and self-interest are both dominant forces effectl�g social order. Buchanan, on the other hand, bases his ana lysis on indiVIdual self-interest, individual choice, and voluntary participation. Thus, fo� Buchanan, the problem of designing a constitutional order that acqll!r�s the consent
. 
of its ci

.
tizens is one of a rational calculation on the part of Citizens regardmg their personal self-interest. As Smith describes it sy�pathy is not �o much a "rational choice" as it is a natural, empiricall; evident outpourmg of emotion in response to acts of injustice. Furthermore, sympathy does not entail a rational calculation to achieve agree�ent on la�s su�� that the indivi�ua�'s stake in society will be best pro-cted. Ju�tice ansmg out of the pnnCiple of sympathy is black and white because, from the point of view of the impartial spectator, sympathy 

http://III.ii.22
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makes exacting pronouncements about matters of inj ury. Both Smith and 
Buchanan seek naturalistic explanations, yet each recognizes a different 
principle as fundamental to the order implicit in the legal framework that 
governs political economy. 

Self-Love, Prudence, and Self-Command versus 
Rational Self-Interest 

This final section of the chapter investigates the claim made by some ra
tional choice theorists that the idea of "rational self-interest'' extends 
back to Adam Smith. Amartya Sen, for example, observes: 

[One common] . . . approach ro rational behaviour . . .  sees it in terms of 
reasoned pursuit of self-interest. The origins of this approach are often 
traced to Adam Smith, and it is frequently asserted that the father of mod
ern economics saw human beings as tirelessly fostering their respective self
interests. As a piece of history of economic thought, this is, to say the least, 
dubious, since Adam Smith's . . .  belief in the hold of self-interest in some 
spheres of activity (e.g., ex..:hange) was qualified by his conviction that 
many other motivations are important in human behaviour in general.'0 

Although Sen is dubious about drawing this connection, others want to 
maintain for rational choice theory this lineage extending back through 
the marginalist economists to Adam Smith. Kristen Renwick Monroe, for 
example, states: 

Rational actor theory originated in  the dassical microeconomics of Adam 

Smith. In its purest form, it refers to behavior by an individual, be it a per

son, a firm, or a political entity, designed to further the actor's perceived 

self-interest, subject to information and opportunity costs. As originally 

conceived by Smith, the theory provided a powerful creative mechanism 

whereby the pursuit of individual self-interest would lead to collective wel

fare. The genius of Smith's invention -the market mechanism, regulated by 

an invisible hand-solved the problem which had troubled philosophers 

since Hobbes made his famous argumenc that there was one basic nature 

and this nature was self-centered: How can a government of selfish ..:itizens 

produce ..:ollective welfare without authoritarian government.5 1 

There are several aspects to Monroe's account of the origins of " rational 
actor theory" in Smith's "classical microeconomics," as Monroe refers to 
them. Three themes for further exploration, which will not be discussed 
here, are the ideas of the "invisible hand," "collective welfare," and " op
portunity costs " in Smith. 52 My goal instead is to explore the relevance of 
the idea of rational self-interest in Smith's writings. This exploration is 
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motivated both by those who cla im for rational choice theory a direct lin
eage from Smith's Wealth of Nations and by the popular c urrent idea that 
" self-interested rational action" is a transparent concept with no further 
explanation necessary, that it is relevant to individual agents at all times 
and across all cultures. Thus, it can be used to understand the workings 
of contemporary Vietnamese peasant culture and the seventeenth-century 
British civil wars.53 

Daniel Hausman's introduction to The Philosophy of Economics, an 
edited anthology, puts forward a similar historical narrative for the con
cept of rational self-interest: 

Since Adam Smith, a particular vision of such [capitalist] economies has 
dominated theorizing. One conceives of an economy as made up of a num
ber of separate agents- individuals or households or firms-whose onlv 
interactions with one another are voluntary exchanges of goods and se;
vices . . . .  Economic agents are conceived of as well-informed, rational, and 
self-interested maximizers . ,  .. 

Again, the focus here is on the definition of economic agents as "well-in
formed, rational, and self-interested maximizers," and on examining the 
correctness of the claim of a lineage for this definition extending back to 
Smith's political economy. Hausman puts forward a sketch of how the 
supposed self-interested rational maximization in Smith and other classi
cal economists became further developed by the marginalist economists 
and utilitarian theorists.55 

Albert Hirschman's delightful and breezy look at the concept of self-in
terest leading up to Smith also helps reinforce the claim that self-interest 
became a major analytical tool for understanding the institutions shaping 
political economy, especially once freed from the crumbling structure of 
virtue theory.56 Smith stands out among his Enlightenment contempo
raries as among the first to understand individual self-interest as the reg
ulative principle of society leading to the wealth of nations. His celebra
tion of self-interest, not j ust in governing individuals' actions, but also in 
the wider social context in which it contributes to every citizen's standard 
of living, was later echoed in James Buchanan's emphasis on individual
ism combined with self-interested calculations grounding his logic of con
stitutional choice. 

One crucial premise uniting all contemporary rational choice theorists 
is that the term " rational self-interest" implies that self-interest and rea
son are related in such a way that an individual is free to determine his or 
her set of ends, and that rational calculation is used to best achieve those 
ends. However, ends themselves are not subject to rational reflection; 
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ends are the expression of agents' freely selected preferences. In rational 

self-interest, therefore, ends and rational calculation are orthogonal to 

each other, each performing a different function in rendering an agent:s 

actions predictable to an observer. For Donald Davidson, for example, tf 

we do not impute to those we interact with the quality of being rational 

actors, then their utterances and actions become opaque and meaningless 

to us; " [flor unless an interpreter can discover a rational pattern in the be

havior of an agent, he cannot describe or explain that behavior as inten

tional action." 57 The philosophical framework of rational self-interest, 

which combines methodological individualism with rational decision

making, works to define the important aspects of one's behavior: an 

agent's actions are rational when they appropriately reflect the individ

ual's interests given his beliefs about the world and his consistently ex

pressed preferences over ends. Put more sharply, the designation of bei�g 

a rational actor conveys a pedigree of humanity that divides those fit for 

civilization and commerce from those barbarians or terrorists on the out

side who can only seek nonsense and destruction. The extent to which the 

term "rational self-interest" has acquired a currency among contempo-
b h . d 58 rary Americans and other Westerners cannot e overemp astze . 

Because he never used the term, it is difficult to find with precision how 

" rational self-interest" translates into the language of Smith's eighteenth

century political economy. This problem is made clear if we consider how 

much more frequently Smith employs the viscerally emotive term " self

love." 5q For Smith, "self-love" conveys passion whereas "rational delib

eration" connotes dispassionate contemplation. More than likely in af

fairs concerning one's self, passion will interfere in the process of 

dispassionate reflection. In the Theory of Moral Sentiments, Smith states 

that in matters dear to our own hearts, arising out of "our own selfish pas

sions," "every thing appears magnified and misrepresented by self-love" 

( III.3 . 1 -3 ). Self-deception growing out of passionate feelings toward our 

own affairs clouds our ability to reason impartially. Indeed, this " self

deceit this fatal weakness of mankind, is the source of half the disorders 
' 

of human life" ( III.4.6) .  
The self-deception Smith talks about pertains to "delusions of self

love" that make it difficult for individuals to appraise their own circum

stances dispassionately: 

He is a bold surgeon, they say, whose hand does not tremble when he per
forms an operation upon his own person; and he is often equa lly bold who 
does not hesitate to pull off the mysterious veil of self-delusion, which cov
ers from his view the deformities of his own conduct. ( IJI.4.4) 
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A contemporary rational choice theorist may find little cause for concern 
or confusion in S�ith's description of delusion arising in matters of pas
swnate personal mterest. In the language of rational choice theory, an 
agent has a well-ordered set of preferences over outcomes, forms rational 
behefs about the world, and rationally calculates how best to achieve his 
preferred ends.6° From this perspective it is possible to argue that Smith's 
self-deluded agent simply has false beliefs about the world, and once 
those are corrected, a rational course of action consistent with the agent's 
preferences can be adopted. For the contemporary rational choice theo
rist, it is ultimately in an agent's best interest to assemble an accurate set 
of beliefs about the world, so that the self-interested actor will rise above 
the self-delusion Smith worries about. 

lt  was not so simple in Smith's world, however, to make the firm dis
tinction between interests of self-love and reason. The rational choice the
orist takes objectivity and impartiality for granted whereas Smith writ
ing in an age in which the language and tradition of virtue re�ained 
compelling, suggests that the <.tchievement of impartiality that results 
from self-command is the embodiment of virtue. Furthermore, for Smith, 
the self-command through which one adopts the perspective of the im
partial spectator in assessing one's own affairs also regulates the passions 
of the agent. That is, for Smith, practicing self-command and adopting 
the position of impartiality serve to censor an individual's passions, and 
are necessary for reasoning dispassionately about personal affairs. He 
writes in the Theory of Moral Sentiments: 

But though the virtues of prudence, justice, and beneficence, may, upon dif
ferent occasions, be recommended to us almost equally by two different 
pnnC!ples !concern for others and concern for one's self !; those of self
command are, upon most occasions, principally and almost entirely rec
ommended to us by one; by the sense of propriety, by regard to the 

.
senti

ments of the supposed impartial spectator. Without the restraint that this 
principle imposes, every passion would, upon most occasions, rush head
long, if I may say so, to its own gratification. (VI.conc\ .2) 

�ustice, beneficence, and prudence are the three "perfect virtues" for 
Smtth; the first two embody concern for others, the third expresses con
cern for one's self. All three virtues require self-command to enable us to 
act i

_
n accordance with the behavioral principles set before us by the im

parttal spectator: "The man of the most perfect virtue, the man whom we 
naturally love and revere the most, is he who j oins, to the most perfect 
c?��and of his own original and selfish feelings, the most exquisite sen
stbthty both to the original and sympathetic feelings of others" (111 .3 .35 ) .  
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Smith's virtuous man does not sail by the compass of self-interest; his ac
tions are regulated in accordance with the perspective a dopted by the im
partial spectator and are enacted through recourse to self-command. The 
virtuous man, then, regulates his passions or interests by adhering to 
moral principles derived from impartially appraising the situation of oth
ers; he "who governs his whole behaviour and conduct according to those 
restrained and corrected emotions which the great inmate, the great demi
god within the breast prescribes and approves of; is alone the real man of 
virtue, the only real and proper object of love, respect, and admiration" 
(VI.ii i . 1 8 ) .  The impartial observer offers a perspective from which to eval
uate our own passions and actions; living in accordance with the outlook 
of the neutral observer censors our emotions and behavior. 

By adopting the position of the impartial spectator in assessing our af
fairs and our actions, and by acting out of self-command, it is possible to 
achieve the perfect virtues of j ustice, beneficence, and prudence. Smith 
has explained how j ustice is a negative virtue, that its laws are exact, and 
that it is possible to determine matters of justice because it requires adopt
ing the impartial spectator's perspective with respect to others' affairs, 
and not one's own. Both j ustice and beneficence are other-regarding and, 
as argued above, cannot in Smith's system of natural liberty result from 
considerations of utility or self-interest. They are derived from the sym
pathy one feels for others when adopting the perspective of the impartial 
spectator. It is not feasible to translate the two virtues of justice or benev
olence into the language of rational self-interest. Smith is abundantly 
clear that one adopts self-command in assessing our affairs not due to the 
utility this impartiality affords but because it is a "splendid and dazzling 
quality" that is much admired (Vl.concl.7) .  In fact, the virtue of self-com
mand counseled by the impartial spectator does not necessarily have any 
regard to material fortune and is not necessarily advantageous to the 
actor. 6 1  

I t  may, however, be possible to suggest that Smith's self-oriented virtue 
of prudence can be understood in accordance with the principles of self
interested rational action. Smith approvingly describes prudence as " [t]he 
preservation and healthful state of the body [which] seem to be the ob
jects which Nature first recommends to the care of every individual" 
(TMS VI.i . l  ). Leaving aside his challenging virtues of beneficence and jus
tice, not to mention other virtues of generosity, public-spiritedness, and 
friendship, the argument can be made that prudence resembles the type of 
agency characterizing rational choice scholars' self-interested rational ac
tion. Smith tells us that prudence rests on the two pillars of reason and 
self-command: 
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The qualities most useful to ourselves are first of al l  · d 
d · 

' , supenor reason an 
un erstandtng, by which we are capable of discerning the remote conse-
quences of all our act10ns, and of toreseeing the advantage or detriment 
which IS hkely to result from them: and secondly, self-command, by which 
:-ve are ena bled to a bstain from present pleasure or to endure present pain, 
I� order to obtam greater pleasure or to avoid a greater pain in some future 
time. ( IV.2.6) 

For Smith,
,
;he union o� reason and self-command constitute the virtue of 

�r�dence, of all the VIrtues, that which is most useful to the individual" 
( 1b1d. ) .  

S�ith
_ 
is careful not  to  imply that prudence is derived from utility by 

makmg rt c!e
_
ar that neither the pillars of reason or self-command are ��sed ?n utility. In the Theory �f Moral Sentiments, he points out that 

_
supenor re�son and understandmg are originally approved of as just and 

nght and accurate, and not merely as useful or advantageous " (IV.2.7) .  In 
th� m�s

'
� devel

_
oped cas

_
es of reasoning presented in "the abstruser sci

enc�s,  the utility . . .  e1ther to the individual or to the public, is not ver 
obv1ous. · . ·

_
It was 

_
not, therefore, their utility which first recommende� 

the� to pubhc admiration"
_ 
( ibid . ) .  Similarly, Smith is quick to argue that 

self-command does not denve from utilitarian considerations. In pruden
tial matters, self-command regulates behavior by overcoming the impulse 
for mstant gratificatiOn m favor of future security. However for s ·th 
" [t]h I h · -h . ' ml ' 

. 
e P e�sure ': 1c we are to enJoy ten years hence interests us so little 

m companson With that which we may enjoy to-day . . .  that the one could 
never 

_
be �

,
ny balance to the other, unless it was supported by the sense of 

propnety (IV.2 .8 ) .  Self-command, allied with the approbation of the im
partial

_ 
spectator, s �1pplies an impetus for action that cannot be under�

,
tood 111 terms of

_ 
either short or long-term gratification, but in terms of 

a se?se of propr�e�y quite distinct from the perception of utility. " 62 

a 
It 1� not s�rpns1?g, therefore, that the virtue of prudence stipulates 

. 
gents ends, mcludmg a desire for the respect of others, thereby impos

mg
. 
a regulatory set of principles on the agent's selection of ends. For 

Smtth, prudence pertains to "our character and conduct, or upon the 
confidence,

. 
esteem,

, 
and good-will, which these naturally excite in the 

people we hve w1th (VI.i .4 ) .  He goes on to state: 

The care of the health, of the fortune, of the rank and reputation of the in
dividual, the obJects upon which his comfort and happiness in this l ife are 
supposed pnnCipally to depend, is considered the proper business of that 
VIrtue wh1ch Is commonly called Prudence. (VI . i .5 )  

�he pr�dent man i s  concerned with security, with earnest study with cau
tious fnendship, with industry and frugality. However, as with Smith's 

http://VI.iii.18
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other virtues, humans live their l ives in the eyes of others, and to achieve 
the most judicious courses of action, even in the case of prudence, one 
must adopt the position of the impartial spectator to properly exert self
command ( VI.i . 1 1 ) .  In Smith's world, it is not possible to disentangle the 
idea of rational pursuit of self-interest from a vocabulary of civic virtue 
that cannot be cast in terms of utility. 

Smith denotes two forms of prudence in the Theory of Moral Senti
ments: the first is more readily attainable by a person who has " reason 
and understanding" concerning the consequences of his action, and who 
is able to override the impulse for instant gratification to achieve a longer
term goal; the second is that of "high prudence."  In the latter case, 
" [plrudence is . . .  combined with many greater and more splendid vir
tues, with valour, with extensive and strong benevolence, with a sacred 
regard to the rules of j ustice, and all these supported by a proper degree 
of self-command" (IV.i . 1 5 ) .  The first, and lower, form of prudence might 
be thought of as that forming the basis of commercial society. 63 It would 
be a stretch, however, to maintain there is a direct equivalence between 
Smith's commercial prudence and the self-interested rational actor postu
lated in rational choice theory. 64 The primary difference between the two 
is that in rational choice theory every action is evaluated in terms of its 
payoff for the actor, whereas for Smith even the virtue of prudence is cast 
in terms of the self-command and character of the agent. 

To conclude, it is not possible to translate Smith's analysis of human 
nature and political economy into the language of self-interested rational 
action; Smith's commitment to the language of virtue and his depiction of 
j ustice, prudence, and self-command as virtues, forestall such a transla
tion.65 In his political discourse, Smith believes that the most important 
feature of persons are their characters; "Smith admired Thucydides, 
above all, for his demonstration that 'nothing gives greater light into any 
train of actions than the characters of the actors. ' "  66 For Smith, knowing 
the character of agents is the most important step in being able to under
stand, and explain, their actions. Quite to the contrary, for rational 
choice theorists, questions of character must be formulated in different 
terms; for the rational choice theorist a l l  that need be known about agents 
is their preferences, and their capacity for rational reflection. 

Similarly, in matters of justice and constitutional design, rational 
choice theorists only consider agents' rational pursuit of self-interest. De
spite this different emphasis placed on egoism in Smith's system of natu
ral liberty and rational choice liberalism, still it is possible to identify 
commonalities shared by the two approaches. Both propose a legal 
framework to coordinate self-motivated ends, a secularized notion of sov-
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ereignty, and a nonnormative and nonteleolgical methodology. There
fore, even while acknowledging profound differences, we are correct in 
concluding �hat rational choice theorists' contributions to the challenge 
of c

.
onstruct�n? a stable society and legitimate rule represent a new chap

ter m the ab1dmg modern experiment giving priority to individual liberty. 
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Rational Mechanics, Marginalist 
Economics, and Rational Choice 

For more than 200 years much of the history of economic thought has centered 

on the explication of the workability and the desirable properties of the market 

mechanism. This has continued to be one of the most controversial issues and 

a considerable source of tensions. Basically. however . . .  the notion that eco

nomic actors, left to themselves (acting in their own interest and within a given 

framework that is variously interpreted by different writers), will in some sense 

promote general welfare or that perfect competition will in some sense achieve 

a maximum of individual satisfactions . .. this notion runs through most of clas

sical and neoclassical literature. 

George R. Feiwel 

THE 1 870s transnational " marginalist revolution" in economic thought 
represents a theoretical and chronological midpoint between Adam 
Smith's system of natural liberty and rational choice scholars' analysis of 
political economy as consisting of a rational coordination of interests. 
Whereas Smith assumed that material prosperity is generated within a 
framework of j ust laws, the neoclassical economists rigorously sought to 
prove that in competitive market conditions, individuals' self-interested 
purchases result in an equilibrium, and that this equilibrium represents 
optimal social welfare: " [Plerfect freedom of exchange . . .  tends to the 
maximizing of utility "; " [f ]ree competition determines the coefficients of 
production in a way that assures maximum ophelimity." 1 

For the early neoclassical economists, physics provided a methodolog
ical point of departure: physics represented the exemplary science to be 
emulated in order to put economics on a respectable footing. Thus, econ
omists of the day modeled economic agency on the variational principles 
of least action, which describe the motion of particles motion through 
force fields. Whereas twentieth-century rational choice theory empha
sized the rationality of agents, for the nineteenth-century neoclassical 
economists, " rational" was understood to mean that the discipline of eco
nomics had the same sort of scientific legitimacy as did rational mechan-
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ics. According to Leon Walras, " [E]conomics, like astronomy and me
chanics, is both an empirical and a rational science";  in Vilfredo Pareto's 
words, " Rational mechanics, when it reduces bodies to simple physical 
points, and pure economics, when it reduces real men to the homo oeco
nomicus, make use of completely similar abstractions, imposed by simi
lar necessities . "  2 Through the appropriation of the mathematical tech
niques of energy physics, economics emerged as a discipline distinct from 
classical political economy. Whereas the latter was filled with irregular 
and unquantifiable elements of political behavior, economics as a more 
specialized field of study could meet the rigorous analytical standards re
quired of scientific inquiry. Francis Galton's 1 877 motion to abolish the 
Statistics and Political Economy section from the British Association for 
the Advancement of Science, on the grounds that it failed to uphold sci
entific standards, was proof that the field's professional status depended 
on its having scientific credibility.3 The subsequent emergence of eco
nomics as a discipline corresponded to its professionalization, evidenced 
by the establishment of professional associations, for example, the Amer
ican Economic Association ( 1 8 8 5 ), and journals such as the Quarterly 
Journal of Economics ( 1 8 86),  and the fact that economic theorists in
creasingly were being appointed to academic posts.4 

The marginalist revolution in economics is associated with the trans
formation of the concept of "value" from a cost of production theory 
characterizing the classical political economy of Adam Smith, David Ri
cardo, James Mill, Thomas Malthus, and Karl Marx to a subjective the
ory of utility promulgated by William Stanley Jevons ( 1 835 - 1 92 1  ), Leon �alras ( 1 837- 1 9 1 0) ,  Carl Menger ( 1 840 - 1 92 1 ), and the second-gener
a:IOn marginalist Vilfredo Pareto ( 1 848 -1 923) .  The marginalists' prin
CI�les of diminishing marginal utility and equimarginal utility, combined 
With the formulation of "equilibria, " constitute the central core of ideas 
that shaped neoclassical economic thought and to some extent continues 
to

_ 
underlie contemporary orthodox microeconomic theory.< The margin

ahst revolution is most relevant to the history of rational choice theory be
cause it is often thought, as illustrated by the chapter's epigraph, that 
there is a straight line of development from the marginalists' concept of 
"
_
maximizing pleasure, " or "maximizing utility," to rational choice theo

nsts' idea that rationality means having a complete and transitive set of 
preferences. r, 

. 
In this chapter I present a detailed exposition of the concept of "ra

ti_onal action," and the mathematical language used to express it, in mar
gmalism and rational choice theory, respectively. The first section presents 
the key ideas of marginalist thought by discussing Jevons' formulation of 
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the law of one price and his equimarginal principle of exchange. The 
equation of exchange he develops resembles the fundamental consumer 
demand equation used throughout marginalist economics. Its importance 
for this study is in helping show how, in marginal economics, "rational 
action" was understood along the lines of the theory of virtual velocities 
borrowed from rational mechanics, and did not point to a theory of ra
tional choice.' In the second section, the mathematical equation for con
sumer demand is compared with the idea of rational choice developed by 
Kenneth Arrow and Amartya Sen. I argue that the two mathematically 
defined concepts of "rational action" and " rational choice" are distinct. 
The third section explores whether either of the two theories can be said 
to be an instantiation of instrumental means -ends reasoning, as is often 
claimed for economic theory. In the fourth section I argue that the math
ematics of marginalism and of rational choice theory are sufficiently dis
tinct that each can be readily identified; this argument is made with 
specific reference to cost-benefit analysis, which can be developed using 
either marginalist or rational choice principles. Together these four sec
tions argue that rational choice theory is qualitatively different from mar
ginalist economics and presents a new definition of rationality in terms of 
nonmarket decisionmaking without considerations of scarcity. 

The marginalist revolution raises two sets of historiographical issues 
that are worth our consideration before proceeding. Scholars question 
how revolutionary marginalist thought in fact was- that is, how much of 
a disjuncture from classical economic thought it represented. Scholars 
also question the impetus behind marginalist thought, and how margin
alism came to dominate economics as a discipline in the early twentieth 
century. These principal historiographical concerns are easily distilled by 
contrasting two leading scholars' positions with respect to them. The his
torian of economics Mark Blaug concludes that "to try to explain the ori
gins of the Marginal Revolution in the 1 870s is doomed to failure: it was 
not a marginal utility revolution; it was not an abrupt change but only a 
gradual transformation of old ideas; and it did not happen in the 1 8 70s";  
in  effect, the marginal revolution was reconstructed in the twentieth cen
tury when the neoclassical orthodox position matured and sought to 
celebrate its antecedent roots in the early marginalist principles. 8 In his 
revisionist history More Heat Than Light: Economics as Social Physics, 
Physics as Nature's Economics, the economist-cum-historian Philip Mir
owski responds directly to Blaug. He reminds us that the original mar
ginalists spoke of their own work as revolutionary, and that these theo
rists were conscious of their efforts to construct economics as a rational 
discipline. Mirowski argues that "neoclassical economic theory is best 
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understood as a sharp and severe break with the doctrines characteristic 
of the classical theory of value, which subsequently implied extensive re
visions in most other areas of economic theory. " 9 Most significantly, the 
sharp break Mirowski detects entails "the successful penetration of math
ematical discourse into economic theory," and the subsequent separation 
of the discipline of economics from the more loosely construed field of po
litical economy. 1 0 

Notwithstanding these historiographical debates, points of consensus 
exist. First, the marginalist revolution represents an identifiable body of 
theoretical discourse. It draws scholarly attention specifically because it 
stands prominently on the direct path leading from classical political econ
omy to "Paretian welfare economics to cost-benefit analysis and dynamic 
programming."  11 These fields are at the heart of twentieth-century eco
nomic theory and social welfare policy, and are critical to the development 
of rational choice theory. Second, the marginalists receive credit in virtu
ally all texts on the history of economic thought for transforming the the
ory of value and, consequently, the central concern of economic thought. 
Whereas political economists concentrated on increased productivity as 
the objective source of wealth, the marginalists' conceptualized utility as a 
subjective entity and emphasized the efficient distribution of resources to 
maximize consumer utility. Now, too, there is general agreement with 
Mirowski that with the marginalist revolution "economics finally attained 
its objective to become a science through a wholesale appropriation of the 
mid-nineteenth-century physics of energy." 12 That agreement notwith
standing, Mirowski's thesis is still criticized by some for emphasizing the 
history of ideas to the exclusion of contingent social factors and interests. 13 

Jevons's Principle of Equimarginal Utility 

Although the early neoclassical economists' development of the principles 
of diminishing marginal utility and equimarginal utility drew on extant 
procedures using optimization techniques from calculus, these principles 
were mostly developed independently and only later was the work of pre
decessors acknowledged. Among the predecessors were the French civil 
engineer Jules Dupuit, the German agronomist-farmer Johann Heinrich 
von Thi.inen, the Prussian civil servant Hermann Heinrich Gossen, and 
the French professor of analysis and mechanics Augustin Cournot. Some 
correspondence did take place among the three principal figures
William Stanley Jevons, Leon Walras, and Carl Menger-but any sub
stantive exchange of ideas appears to have been incidental to one another's 
theoretical achievements. Notwithstanding the seemingly spontaneous 



224 Chapter Seven 

emergence of marginalist thought brought about independently by the 
three men, there is one prominent factor shared by the contributors to 
marginal utility theory, including the premarginalist theorists. With the 
sole exception of the Austrian Carl Menger, all  were trained in the physics 
and mathematics requisite for basic level engineering; all but Menger 
were fascinated with incorporating the techniques of the mathematical 
analysis of force fields and energy conservation into their economic ex
plorations. 

William Stanley Jevons studied chemistry and metallurgy, but struggled 
with mathematics, at the University College of London. After a hiatus in 
Australia where he worked at the Sydney mint, he completed his studies 
and eventually was able to attain a professorship in political economy at 
Owen's College in 1 866, and then later accepted a professorship at the 
University College of London in 1 876.  His major theoretical contribu
tion, which earned him a place among the triumvirate credited with es
tablishing the principles of marginal utility, was The Theory of Political 
Economy, originally published in 1 87 1 . 1 4 Jevons also wrote on logic and 
scientific methodology, as well as on the coal situation in Britain and the 
impact of sun spots on the business cycle. 

For Jevons, the "theory of economy, "  as he renamed political economy 
in the second edition preface to Theory of Political Economy, " is purely 
mathematical in character," "consists in applying the differential calculus 
to the fami liar notions of wealth, utility, value, demand, supply," and can 
be described as "the mechanics of utility and self-interest "  (3, 2 1  [em
phasis in original] ) . 1 5 Jevons's commitment to the mathematical treatment 
of economic variables structured his analysis of " marginal utility," and 
led him to redefine "value" as a ratio of exchange rather than an objec
tive property inherent to goods ( TP E 7 6 - 8 1 ) . For the classical econo
mists, "value" was a property of a particular good itself that was depen
dent on the amount of labor required to produce it. However, throughout 
the history of classical economic theory a tension had long existed be
tween a good's theoretical value and its actual exchange value dictated by 
market clearance. Jevons and the other neoclassical economists resolved 
this tension by locating a good's value in the eye of the purchaser: a good's 
worth is determined by the "utility" it gives a prospective owner, which, 
in turn, dictates the price the buyer is willing to pay. For Jevons, "cost of 
production determines supply; supply determines final degree of utility; 
final degree of utility determines value ";  that is, the value of a good is a 
function of its degree of usefulness per increment consumed. The latter is 
determined by the availability of a good, which follows from the cost of 
production. 1 " 
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Jevons states in his Theory of Political Economy a "general law" now 
known as the principle of diminishing marginal utility: that "the degree 
of utility varies with the quantity of commodity, and ultimately decreases 
as that quantity increases" (53 ) .  For example, one glass of water quench
ing a desperate thirst represents more utility incrementally than that pro
vided by a third, fourth, or fifth glass, with the result that the first glass 
potentially represents more value in exchange. Jevons combined the prin
ciple of diminishing marginal utility with the idea of effective resource al
location to derive the idea that in allocating units of a single resource for 
various uses, the final unit of consumption for each usage must provide 
an equivalent increment of utility, or du1 /dx = du2/dy, where u1 and u2 
represent the utility of the first and second allocations respectively, and x 
and y represent the amounts of resource used in the two allocations. The 
most sensible resource allocation requires that the increment of satisfac
tion derived from the final unit provided for each usage be equal, other
wise increased allocation to one of the uses would be more beneficial. 
Thus, "the final degrees of utility in the two uses [must be] equal"  (60 ) .  
Jevons concludes, anticipating what twentieth-century scholars would re
fer to as " rational action," that " [tjhe general result is that commodity, if 
consumed by a perfectly wise being, must be consumed with a maximum 
production of utility" (ibid . ) .  

The revolution of  neoclassical economics was centered around the 
equimarginal principle, which holds that any given individual operating 
under a budget constraint purchases the final increment of various goods 
such that these final increments afford the individual the same quantity of 
" marginal utility" per dollar spent . 17  Jevons essentially states this equi
marginal principle as his theory of exchange: "The ratio of exchange of 
any two commodities will be the reciprocal of the ratio of the final degrees 
of utility of the quantities of commodity available for consumption after 
the exchange is completed. " 18 He goes on to provide equations repre
senting a single individual's equilibrium exchange allocation between two 
commodities, and the equilibrium exchange ratio resulting from two in
dividuals trading two commodities. Jevons responds to "objections made 
to the general character of the equations" he employs to model exchange 
by appeal to the treatment of "virtual velocities" in mechanics. Accord
ing to Jevons, "The Theory of Economy . . .  presents a close analogy to 
the science of Statical Mechanics, and the Laws of Exchange are found to 
resemble the Laws of Equilibrium of a lever as determined by the principle 
of virtual velocities. " 1 9 He reproduces his equations of exchange by quot
ing Mr. Magnus's derivation of the equation for a lever in equilibrium 
from the law of energy conservation presented in Lessons in Elementary 
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Mechanics. 20 Just as a lever is in equilibrium when the ratios of the down
ward forces are inversely equivalent to the ratio of the length of the lever's 
respective arms, so an individual attains a stable resource allocation when 
the ratio of the final degrees of marginal utility for two commodities is in
versely proportional to the ratio of the total amounts of the commodities 
traded. 

Jevons's early marginalist theory expressed in his equation for ex
change has been understood by later historians of economics to represent 
a nascent form of "rational action. "  It is through the automatic "ra
tional"  balancing among trade-offs that the ideal consumer achieves an 
optimal resource allocation: " [t]he marginalists saw people as rational 
balancers ( at the margin) of pleasure and pain in a world of perfect com
petition" ;  " [ m ]arginalism permitted the utilitarian vision of human na
ture, which was considered to consist exclusively of the rational, calcu
lating maximization of utility, to be formulated in terms of differential 
calculus." 2 1 

In essence, the concept of " rational" economic behavior was derived 
from the least action principle first developed in the field of mechanics, as 
expressed by the calculus of variations: the rational economic man tends 
to allocate resources "among alternate modes of use in such a way that 
they will be equally remunerative in all and so will yield the maximum to
tal return,'' 22 j ust as according to the principle of least action a particle 
selects a path that minimizes its action integral. The trick to applying vari
ational calculus to physics problems was to isolate a variable characteris
tic of the system in question which could be maximized or minimized, 
such as with Maupertuis's principle of least action, Hamilton's stationary 
action, or Gauss's principle of least constraint. Economic theorists simi
larly sought to identify variables-namely, various expressions of the 
utility concept-that could be maximized. In Mathematical Psychics, 
the marginalist theorist Francis Ysidro Edgeworth relates how "social 
mechanics" may aspire to the heights attained by celestial mechanics as 
a consequence of their shared basis in the maximization of measurable 
variables: 

" Mecanique Sociale" may one day take her place along with " Mecanique 
Celeste," throned each upon the double-sided height of one maximum prin
ciple, the supreme pinnacle of moral as of physical science. As the move
ments of each particle, constrained or loose, in a material cosmos are con
tinually subordinated to one maximum sub-total of accumulated energy, so 
the movements of each soul whether selfishly isolated or linked sympathet
ically, may continually be realising the maximum pleasure.23 
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In  Mathematical Psychics, Edgeworth draws an overt analogy between 
the utilitarian or egoistic "principles of greatest happiness" and " those 
principles of Maximum Energy which are among the highest generaliza
tions of physics";  " reasoning" applies to the work of the physicist or 
economist and not to the particle or a pleasure-seeking individual ( 4 ) .  

Writing in 1 947, economist Paul Samuelson was keenly aware of  the 
parallel construction of the " constrained maximum problem" character
istic of economic theory and the equations describing particles' trajecto
ries constrained by the conservation of energy in physics: 

In some cases . . .  i t  is possible to formulate our conditions of equilibrium 
as those of an extremum problem, even though it is admittedly not a case 
of any individual's behaving in a maximizing manner, just as it is often pos
sible in classical dynamics to express the path of a particle as one which 
maximizes ( minimizes) some quantity despite the fact that the particle is 
obviously not acting consciously or purposively.24 

Mathematical solutions required that the variable of interest be maxi
mized (or minimized) .  As Samuelson recognized in his Foundations of 
Economic Analysis, economists can proceed as long as the equilibrium in 
question can be associated with " a  stable maximum position." The equa
tions demand that some variable be maximized; the economist can later 
apply meaning to this mathematical term, " [t]hus, we really argue back
wards from maximizing economic behavior to the underlying physical 
data consistent with it. " 25 As with the farmer who is thought to grow his 
crops in accordance with " the validity of the law of diminishing marginal 
physical productivity,'' it can later be determined what aspect of field 
usage is maximized-production per square inch or average yield over 
the total acreage. 26 

Although Samuelson remained equivocal over whether individuals de
liberately maximize the variable of economic interest, enough other mid
twentieth-century economists associated deliberate maximization with 
rational behavior that, over time, human rationality came to be explicitly 
defined in accordance with the maximization (or minimization) charac
teristic of rational mechanics. Thus, in the course of the first half of the 
twentieth century, the term " rational" came to apply less to the science of 
economics as a discipline and more to the nature of deliberation on the 
part of economic actors. Chicago school economist Frank Knight, for ex
ample, while retaining the idealized abstraction of "economic man" as "a 
concept methodologically analogous to the frictionless machine of theo
retical mechanics,'' added that the twentieth-century economic agent is 
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also " individualistically and rationally purposive . "  27 The agent is not just 
assumed to automatically behave in a rationally optimizing fashion, but 
is also thought to apply means-end reasoning to deliberately select opti
mal actions. 

It is not possible to pinpoint with exactness the first use of " rational " 
to refer to economic behavior rather than to the discipline as a field of 
study. Certainly, by 1 944, in The Theory of Games and Economic Be
havior, John von Neumann and Oskar Morgenstern theorized about "ra
tional behavior," for which the principle of maximization was central: 
" [t]he individual who attempts to obtain . . .  maxima is also said to act 
'rationally."' 2� In 1 95 1  Kenneth Arrow could matter-of-factly refer to 
"the traditional identification of rationality with maximization of some 
sort ."  29 However, despite this gradual transformation in the concept of 
rationality associated with "economic man," it can only be argued with 
difficulty that the mathematical concepts of marginalist rational action, 
and of rational choice, are equivalent. 

Although Jevons met with inadvertent success in providing a template 
for rational action, his mathematical formulation of the exchange prob
lem remained incomplete. Specifically, he did not provide the mathemat
ics requisite for moving from a single individuals' optimal resource allo
cation to what could be considered optimal for numerous trading parties, 
since this required the simultaneous solution for prices and quantities 
traded, both as dependent mathematical variables. Jevons was only able 
to discuss trade of commodities given prices that were already estab
lished. Thus, instead of price's being a dependent variable dictated by sup
ply and demand, Jevons resorted to his " law of one price" wherein quan
tities exchanged are determined in light of a preestablished price. He does, 
however, introduce a variation of the classic marginalist equation for con
sumer demand: 

the marginal utility of x 

the marginal utility of y 

final infinitesimal unit of y exchanged 

final infinitesimal unit of x exchanged 

y 30 

X 

This equation expresses the idea that " the degrees of utility of commodi
ties exchanged will be in the inverse proportion of the magnitudes of in
crements exchanged. " 3 1 

However, only with hindsight can it plausibly be suggested that 
Jevons's equation represents an expression for rational behavior. Jevons 
and other marginalists were instead concerned with defending the ration
ality of their discipline. As the theory was developed by Vilfredo Pareto, 
replacing the assumption of ostensive psychic pleasure with a more mod-
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est dependence on the empirically observable "material fact of choice," 
the concept of consumer behavior itself changed. 32 Psychological hedo
nism associated with ostensive utility gave way to a revealed preference 
approach, and " rational" ceased to refer to the discipline of economics 
itself and instead came to characterize the norms of decisionmaking for 
human agents. At the same time there was a transformation in the math
ematics used for economic theory. The marginalists strictly copied the dif
ferential techniques of maximization from the physics of motion whereas 
rational choice theorists studied choices among discrete pairs of outcomes 
and established logically consistent relations pertaining to them. 

Is Marginalist Economics a Special Case 
of Rational Choice Theory? 

Marginalist economics and rational choice theory are commonly treated 
as conceptually equivalent.33 The goal of this section is to assess this 
equivalence by exploring the mathematical relationship between the two. 
Marginalism defines "rational [as J efficient, i .e . ,  maximizing output for a 
given input, or minimizing input for a given output." 34 In contrast, within 
rational choice theory, "a rational man" behaves in accordance with the 
following conditions: 

( 1 )  he can always make a decision when confronted with a range of alter
natives; (2) he ranks all the alternatives facing him in order of his prefer
ences in such a way that each is either preferred to, indifferent to, or infe
rior ro each other; ( 3 ) his preference ranking is transitive; ( 4) he always 
chooses from among the possible alternatives that which ranks highest in 
his preference ordering; and (5) he always makes the same decision each 
time he is confronted with the same alternatives.35 

Whereas "maximizing utility" is a generic catchphrase often used in ref
erence to both marginalism and rational choice theory, I argue in this sec
tion that the marginalists' calculus-based equations expressing maxi
mization are theoretically distinct from the consistency conditions on sets 
of choices characterizing rational choice theory. For the marginalists, 
economics is scientific because it rationally links diminishing marginal 
utility and scarcity; scarcity is a physical reality and utility maps subjec
tive experience. In rational choice theory the mathematical concepts of 
completeness and connectedness are fundamental to defining rational ac
tion: an agent can make a decision of preference or indifference when con
fronted by any two choices, and when considered together none of these 
binary choices is inconsistent.36 

Thus, while mathematical and conceptual identity between marginal-
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ism and rational choice is often presupposed, the distinct formalisms of 
each theory demonstrate their incommensurability. Whereas marginalist 
economics expresses its findings in terms of continuous, convex func
tions, rational choice is expressed in terms of consistency of choices over 
finite sets. Kenneth Arrow, a principle leader in the development of ra
tional choice theory, outlined his assessment of the relationship between 
the two in the following self-referential passage: 

Reflection on social choice provided a stimulus for studying individual 
choice and the meaning of rationality. Jevons, Walras, Menger, and Edge
worth had introduced the hypothesis that consumer choice of commodity 
bundles was determined by maximization of a utility function subject to a 
budget constraint. Irving Fisher and Vilfredo Pareto observed that the car
dinal nature of the utility function was irrelevant; only an ordering of com
modity bundles need be postulated. Samuelson [ 1 938 ]  introduced a change 
in orientation in his concept of revealed preference. The choices made and 
not an underlying ordering or utility function were primary. Conditions 
of rationality were imposed on the choices. As shown by Ville [ 1 946] and 
Houthakker [ 1 950],  suitably strong conditions on the demand functions 
implied the existence of an underlying ordering which rationalized choices. 

Arrow [ 1 959]  observed that if  choice was assumed to be defined from 
finite sets [instead of by only budget constraint sets], the equivalence be
tween choice functions defined by maximizing in a given ordering and 
choices satisfying certain consistency conditions took a somewhat different 
form. This line of analysis invites taking apart the conditions of the choice 
function (the function defining the choice or choices made from any given 
opportunity set) and showing the equivalence of each to some form of ra
tionality weaker than an orderingY 

There are three crucial aspects to Arrow's historical narrative. First, there 
is the marginalists' idea of " maximization of a utility function subject to 
a budget constraint"; marginalists accepted that agents' utilities could be 
represented by abstract mathematical functions. Second, there is Paul 
Samuelson's revealed preference approach: this approach only accepts the 
data of observed behavior as the starting point for establishing the rela
tions characterizing consumer's choice. Third, there is the transition to ra
tional choice theory that analyzes the choices individuals make on all 
finite sets of potential outcomes; this analysis is distinct from the margin
alists' budget constraint sets circumscribed by commodities, prices, and 
budgets. 

After exploring in this section the work of Paul Samuelson, H. S .  
Houthakker, Kenneth Arrow, and Amartya Sen, I wil l  conclude that the 
two forms of rational action characterized by the marginalists' demand 
equations and by the rational choice axioms are distinct and can only be 
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compared with difficulty. This finding implies that the concepts of "ra
tional action" conveyed by each system cannot be readily translated into 
the other. This incomparability makes it evident that the notion of "ra
tionality" itself was in flux between the time of the marginalists and ra
tional choice theorists. For the marginalists, the demand equation ex
presses how Homo economicus maximizes utility per last dollar spent. A 
consumer's rational action is an intricate mathematical function of his 
pleasure, or " utility," per additional increments of a commodity, his 
budget, and the price of the commodities. Whether conscious of it or not, 
Homo economicus has his mind full of the appropriate exchange rela
tions, represented in differential calculus, that enables him to maximize 
pleasure. This agent might be thought of "a lightening calculator of plea
sures and pains, who oscillates like a homogeneous globule of desire of 
happiness under the influence of stimuli that shift him about the area, but 
leave him intact." 38 It was not relevant to marginalist analysis whether or 
not individuals deliberately make rational choices. 

In 1 94 7, Samuelson explicitly argued that it is dubious that such com
plex demand equations are at some level consciously calculated by agents, 
and held that economists should focus on observed consumer behavior to 
reveal agents' preferences. This move to rely on empirical observation, in 
addition to postulating abstract laws regulating human consumption, 
gave economics a more credible scientific basis. According to Samuelson's 
"revealed preference" approach, all that is known about consumer choice 
is gleaned from observing choices among various commodity bundles. 
But with this theoretical innovation came the task of understanding how 
the revealed preference approach related mathematically to the earlier 
marginalists' utility function approach. In other words, what mathemat
ical function must govern a consumer's revealed preferences to manifest 
the same "rational action" captured by the marginalist utility function 
governing demand under a budget constraint? Somewhat surprisingly, 
discovering that mathematical expression is no easy task. 

Samuelson first proposed that a consumer's choices among respective 
commodity bundles must reflect the form given by his " fundamental hy
pothesis" that in his view captures "the entire theory of the standard case 
of consumer's behaviour" :  

I(X a =F X b and paX h  s pax a, then PbXb < p bxa. 3 9  
This equation expresses the fundamental relationship between a batch of 
goods X a, bought by a rational consumer at prices P a, at an income es
tablished by prices multiplied by goods, paxa, and a second batch of 
goods not chosen by the consumer that costs less, represented by pax b. In 
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his analysis of the equation, Houthakker explains that Samuelson's fun
damental hypothesis "should imply and be derivable from utility analy
sis; . . .  it should be a necessary and sufficient condition for the existence 
of ordinal utility." 40 

Again, Samuelson's goal here is to derive a statement about the revealed 
preferences of a rational consumer that is mathematically equivalent to the 
marginalists' consumer utility function resembling that of Jevons above.41 
In marginalist economics, this equation is formulated with two additional 
parameters, namely, " budget constraint" and relative valuations based on 
scarcity, which create the conditions for a constrained maximization prob
lem.42 Houthakker argues that Samuelson's hypothesis concerning re
vealed choices, although a necessary condition, is not sufficient to guaran
tee its equivalence to the demand equations of a utility function. One 
feature it is lacking is the all important condition of integrability, which is 
essential to the differential equations of the marginalists. Samuelson failed 
to see the weakness of his hypothesis because he limited his analysis to a 
two-commodity space, and hence did not consider that the integrability re
quirement is necessary in the case of three or more commodities. 

To shore up the weaknesses of Samuelson's fundamental hypothesis, in  
1 950  Houthakker introduced a new axiom to capture the relationship be
tween a rational consumer's revealed preferences over commodity 
bundles as a function of price and income, and the marginalists' utility 
function: 

If for every finite t and T (t = 1 ,  2, . . .  , T) the inequality P ' - 1X ' ::::; pr - 1 
X ' - 1 holds, and if there are numbers i and j such that 0 ::::; i ::::; j ::::; T and 
X i * X i, then PTXT < PTX 0•43 

Houthakker's axiom relies on the property of " semi-transitivity " :  where 
transitivity requires three elements, semi-transitivity need only involve 
T + 1 elements, T being any finite number. In Houthakker's expression, 
the index t denotes a series of different commodity bundles expressed as 
a combination of the price P and the allotment of commodity X. 
Houthakker's axiom differs from Samuelson's by incorporating informa
tion given by intermediate revealed preferences, while Samuelson only 
considers end points of a series. Houthakker concludes that his "axiom 
of semi-transitivity is . . .  not a property of curves, but of relations be
tween a finite number of batches. "  44 Houthakker's observation is attuned 
to the difficulty of navigating between the two mathematical perspectives: 
the marginalists', operating on infinite and continuous sets; and the re
vealed preference approach pertaining to finite sets of observed con
sumer's choices. 

Writing in 1 959, Kenneth Arrow observed that the "language of the 

Rational Mechanics, Marginalist Economics, and Rational Choice 233 

theory of consumers' demand is still somewhat confused despite the great 
progress that has been made in recent years. "  45 Arrow alludes to the 
"good deal of effort [that] has gone into finding assumptions on the de
mand function which would imply the existence of an ordering from 
which it could be derived." 46 He notes that both J. Ville and Houthakker 
found that Samuelson's hypothesis, which in the literature became known 
as the "Weak Axiom of Revealed Preference," was insufficient to imply 
the existence of consumer preference ordering from which a demand 
function could be derived. That is, observed consumer behavior may sat
isfy the weak axiom-holding that if one commodity bundle is revealed 
to be at least as good as a second, the second cannot be revealed preferred 
to the first-and still not uphold the completeness and transitivity condi
tions. In its place, Ville and Houthakker proposed what came to be called 
the "Strong Axiom of Revealed Preference. "  Arrow restated each of these 
axioms in the set theoretic language that he helped to popularize. The 
fundamental insight of Arrow's article "Rational Choice Functions and 
Orderings" is that if the restriction of considering only sets defined by 
budget constraints, a restriction characterizing marginalist economics, is 
removed so that all finite sets of possible choices are included, then the 
strong and weak axioms of revealed preference can be proven to be logi
cally equivalent. Arrow explains: 

The most interesting conclusion i s  the complete equivalence of the Weak 
Axiom of Revealed Preference with the existence of an ordering from which 
the choice function can be derived. This equivalence i s  demonstrable by 
very elementary means provided we concede that choices should be 
definable from finite sets as well as budget constraint setsY 

Hence, whereas the strong and weak axioms of revealed preference are 
equivalent in the case of all finite sets, they are not equivalent in the case 
of budgetary constraint sets. Arrow goes on to observe, " It is true that 
very interesting mathematical problems are bypassed by this point of 
view. " By this, Arrow presumably means that the intricacies of the mar
ginalists' concept of marginal utility and constrained maximization have 
fallen by the wayside in the rational choice focus on binary choices on all 
finite sets of possible outcomes. 

Amartya Sen, writing in 1 97 1 ,  also addressed the relationship between 
utility theory and revealed preference theory: 

Much of revealed preference theory has been concerned with choices re
stricted to certain distinguished subsets of alternatives, in particular a class 
of convex polyhedra (e .g. ,  "budget triangles" in the two commodity case) .  
This  restriction may have some rationale for analyzing the preferences of 
competitive consumers, but it makes the results unusable for other types of 
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choices, e.g., of government bureaucracies, of voters, of consumers in an 
imperfect market.48 

What is notable is that in changing the language from marginal utility 
functions to revealed preference and establishing the "complete criterion 
of rationality of choice," the concept of rationality itself has been shifted 
by the translation of the problem from differentiable marginal utility 
functions to binary choice sets. In the first case, the rationality condition 
is strictly defined by the consumer demand equation, subject to a budget
ary constraint. In the latter case, a consistency criterion among choice sets 
determines the rational behavior of the chooser.49 Sen notes that if the re
striction of only considering sets defined by budget constraints is re
moved, " the axiomatic structure of revealed preference theory changes 
radically," thus implying that the axiomatic system for revealed choices 
among budget constraint sets is radically different from the axiomatic sys
tem for all finite sets. 50 Sen devotes his attentions to the axiomatic struc
ture of revealed preference theory without budget constraints, and does 
not compare the axiomatic structure appropriate to marginal utility the
ory with his axioms of rational choice on unrestricted sets. In the case of 
rational choice theory, the strong and weak axioms are logically equiva
lent; however, in the case of budget constraint sets, the two axioms are 
nonequivalent. How the two systems of axioms are related remains an 
open questionY 

What is most clear from the discussion enjoined by Houthakker, Ville, 
D.  Gale, and Sen is that different concerns and different mathematics 
characterize the endeavors of marginalist economists and rational choice 
theorists.52 If it could be known a priori that a consumer's behavior is 
governed by the marginalist demand function, then it would follow that 
the agent obeys the rational choice conditions of completeness and tran
sitivity. 53 However, in order to follow the dictates of empiricism, econo
mists must analyze behavior in view of observable behavior. It is the ex
ercise of mapping back from observable choices to the criteria of rational 
choice that presents the problem in the case of budget constraint sets. If it 
were possible to move seamlessly between the two worlds of scarcity
based budget constraint sets and nonscarcity-based finite sets, then it 
would be possible to consider the former as a subset of all finite sets of 
possible alternatives. In this case, consumer choices in accordance with 
the weak axiom of revealed preference over all binary pairs within this en
compassing set would yield the completeness and transitivity criteria 
defining rationality. But it is not possible either in principle or in practice 
to study consumers' choice against the background of all conceivable finite 
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sets of choices; hence revealed consumers' choice peculiar to marginalism 
requires a distinct axiomatic system. 54 Furthermore, the completeness 
and transitivity criteria of rational choice themselves need to be aug
mented by the conditions of continuity and convexity in order to ground 
the marginalist demand function. 55 

Marginalist economists are unable to say anything about consumer 
valuations or choices in a world without scarcity. It is specifically this 
world without scarcity- of nonmarket decisions-that interests rational 
choice theorists. 56 Preference in the rational choice world takes on an ab
solute quality independent from public ratios of exchange and quantities 
consumed: an individual has preferences over steak, beer, or potatoes; the 
individual can decide between a given commodity bundle or, for instance, 
increasing his mother's life expectancy by a given percentage over the next 
three years. In unremitting contrast, the marginalists' concept of " rational 
action" hinges on the diminishing marginal utility of scarce goods and 
their ratios of exchange.57 A marginalist is concerned only with the rela
tive valuation of steak after the consumption of, say, ten beers in view of 
its ratio in exchange. The worlds of scarcity and nonscarcity are wholly 
distinct, and navigating between the two systems is mathematically feasi
ble but requires one hundred pages of advanced mathematics. 58 

Marginalist Economics and Rational Choice Theory 
as Refinements of "Instrumental Reasoning" 

Having discussed the mathematics pertinent to marginalism and rational 
choice theory, it may be asked whether either can be considered an in
stantiation of " instrumental," means-ends reasoning. Understanding the 
relationships both marginalist economics and rational choice theory have 
with instrumental reason is important because it is often argued that eco
nomics is a science specifically insofar as it conforms to the means-end 
or cause-effect principles underlying natural science. Furthermore, it is 
often held that rational choice theory represents a progressive refinement 
of marginalist economics. Just as it has been shown in the preceding 
section that the lack of equivalence between the mathematical systems 
structuring marginalism and rational choice demonstrates a conceptual 
disjunction, so here I argue that rational choice theory cannot readily 
be assimilated into instrumental reason. Rational choice theorists are 
uninterested in "human behavior as a relationship between ends and 
scarce means that have alternative uses," a concept that previously both 
gave economics its unity and made it the science of efficient resource 
allocation. 59 
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In 1 943,  Joseph Schumpeter proposed a succinct explanation of how 
"economic reasoning," based on causal relations in nature, linked science 
and capitalism as the main engine of civilization in the West. For Sebum
peter, "the rational attitude presumably forced itself on the human mind 
primarily from economic necessity." 60 He points out that an important 
and widespread attitude toward economics developed in the twentieth 
century: with the decline of the authority of religious and moral precepts, 
scientific inquiry of the sort undertaken by economists ascended by mid
century to become the positive source of human knowledge and techno
logical progress. Economic reasoning is wholly a part of this scientific 
outlook insofar as it studies the real-world relations between means and 
ends and analyzes effective use of resources. This view was shared by Max 
Weber, who also wrote about modern Western civilization's enthrallment 
by instrumental reason.6 1 

While it is difficult to associate means and ends directly with the mar
ginal economic theories of Jevons, because the nineteenth-century mar
ginalists did not develop a theory of instrumental action, with hindsight 
Robert Sugden believes that Jevons's theory of maximizing utility is con
sistent with instrumental reasoning.62 This is because Jevons argues that 
human agents strive to maximize pleasure, and that the exchange equa
tion provides the mathematical expression consistent with achieving this 
goal. In order to think of Jevons's theory as a contribution to instrumen
tal rationality, it is necessarily to hold that an agent's end is to maximize 
the utility of each increment of commodity bought per dollar spent. 
Viewed in this way, marginalist economics may be thought of as setting a 
precedent for requiring that specific conditions structure an agent's ex
traction of pleasure from additional units of goods: marginalist econom
ics requires that individuals' preferences are continuous, that more is fa
vored to less, and that prices plus a budget constraint specify a rational 
purchase. If it is possible to consider Jevons's mathematical construction 
as an instantiation of instrumental reasoning, it is because the agent's 
overarching goal is to "maximize pleasure," and equations are capable of 
capturing what it means to maximize this ostensive psychic entity.63 

It must be remembered that Jevons, Walras, and Pareto were much 
more concerned with persuading skeptics that economics is a science than 
they were in putting forward a theory of instrumental reasoning. For 
them, "rational action" derived its significance from rational mechanics, 
and not from establishing rules for reasoning. Rational mechanics em
bodied causal relations, but not instrumental relations because bodies in 
motion do not choose means consistent with ends. In direct parallel, it 
may be most appropriate to think of marginal economics as establishing 
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the relations that ideally govern economic agents who have the innate 
propensity to " maximize pleasure ."  Thus, it is only retrospectively pos
sible to suggest that the marginalists presented a refinement of means
ends reasoning; some believe that even an instrumental reading of mar
ginalism is a stretch. 64 

There is a significant shift with the emergence of the "rationality proj
ect," with its assorted intertwined articulations: von Neumann and Mor
genstern's objective expected utility theory, Leonard J. Savage's subjective 
expected utility theory, and game theory. Unlike the marginalists, the new 
generation of theorists was keen to establish the normative and prescrip
tive parameters of rationality. 65 All of these axiomatic systems rely on con
sistency conditions among preferences, or among choices between ac
tions. It is a moot point in decision theory whether these consistency 
relations can be extrapolated from means- ends, causal relations thought 
to inhere in nature, or whether they involve additional assumptions be
yond those of a purely instrumental approach to reasoning. This intensely 
contested debate, with much at stake, has well-demarcated battle lines. 
Edward McClennen, David Gauthier, Robert Nozick, and William Riker 
make up the orthodox social science position that decision theory repre
sents no more than the rules for means-ends reasoning: he who wills the 
end wills the means. 66 On the other side, Jean Hampton and Robert Sug
den insist that consistency among preferences is wholly different from act
ing in a consistent fashion to achieve a single goal. 67 On the middle ground 
are cautious theorists who uphold rational choice theory as a helpful pre
dictive tool that does not necessarily prescribe rules of reasoning. 68 

What is at stake in the debate over the character of decision theory is 
whether it is possible for the social sciences to be nonnormative and value 
free. The insistence that rational choice theory is no more than a refine
ment of means- ends reasoning is consistent with the endeavor to place 
social science on a nonideological foundation free from morals, meta
physics, and value-laden commitments. From this perspective, it is neces
sary to maintain that the consistency criteria such as "transitivity" are a 
fundamental property of goal-oriented action. 

Historically, Hampton and Sugden are on firm ground in pointing to 
David Hume's characterization of reasoning. For Hume, reason is the 
slave of the passions; passions are often inconsistent and reason cannot 
adjudicate between them. It can only dictate the means necessary to 
achieve a single end, not to optimize given conflicting ends: 

'Tis not contrary to reason to prefer the destruction of the whole world to 
the scratching of my finger. . . .  'Tis as little contrary to reason to prefer even 
my own acknowledg'd lesser good to my greater, and have a more ardent 
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affection for the former than the latter. A trivial good may, from certain cir
cumstances, produce a desire superior to what arises from the greatest and 
most valuable enjoyment; nor is there anything more extraordinary than 
in this, than in mechanics to see one pound weight raise up a hundred by 
the advantage of its situation. In short, a passion must be accompany'd 
with some false judgment, in order to its being unreasonable; and even 
then, 'tis not the passion, properly speaking, which is unreasonable, but the 
judgment.69 

What is important to Hume is that reason dictates that an agent act con
sistently toward a desired end, but reason cannot adjudicate between 
passions, goals, or preferences. In her analysis of the relationship be
tween expected utility theory and instrumental reason, Hampton argues 
that "Hume and his followers have tended to think of means/end rea
soning as occurring with respect to a particular desire for a particular 
end, establishing what actions objects are necessary for the attainment 
of that end ."  Quite to the contrary, the consistency axioms characteriz
ing rational choice theory " apply to a set of such desires or preferences; 
they concern the relationship among desires or preferences ."  70 There
fore, rational choice theory with its focus on consistency relations 
among preferences is wholly distinct from Hume's or Immanuel Kant's 
characterization of means- ends reasoning. Eliding any reference to 
means and ends, Debra Satz and John Ferejohn acknowledge that the 
"theory of formal rationality . . . [suggests that] 'rationality' pertains 
only to the relations among . . .  [an agent's] preferences ."  7 1 

It may illuminate the discussion to understand that in the case of clas
sic instrumental reason, given the goal of constructing a brick wall, it pro
vides the steps necessary for building one. Marginalist economics could 
additionally specify the appropriate ratios of brick and mortar required 
to build the wall with utmost efficiency in view of utility, prices, and a 
budget constraint. Rational choice theory, in this example, stipulates 
pairs of preferences, with consistency among sets of all possible out
comes, over any sorts of walls that could be imagined. 

The only plausible way to argue that decision theory conforms to 
means- ends reasoning is to assert that preference rankings are not 
among conflicting goals, but that they function as a means of ordering 
choices according to their potential for achieving one overarching goal
for example, "winning," or obtaining the greatest financial payoff.72 Ex
pected utility theory has been mired in controversy because of questions 
about the plausibility of basic axioms such as Leonard Savage's "sure 
thing principle. "  73 Leaving aside the more complicated cases of decisions 
under risky and uncertain conditions, it is fruitful to focus on the most 
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basic of the consistency conditions undergirding rational choice theory: 
transitivity. Under this condition, if an agent prefers an apple to an or
ange and an orange to a banana, it is not rational for her to prefer a ba
nana to an apple. What motivates the consistency requirement of transi
tivity is a deep philosophical question. Luce and Raiffa acknowledge that 
there are several motivations: that transitive preference orderings are the 
appropriate concern of decision theorists who are in the position to define 
rational decisionmaking; that actual human agents exhibit transitive pref
erences, at least in close approximation; and that decision theory is the 
province of idealized action. They add that in all likelihood, the most 
important consideration in upholding transitivity is "the traditional 
mathematician's hedge: transitive relations are far more mathematically 
tractable than intransitive ones. "  74 In other words, the requirement of 
transitive preference orderings is the most basic ingredient to a theory of 
rational choice, and thus may be motivated more by the necessity of the 
theory than by the necessity of preference relations that in fact obtain (or 
that are hoped to obtain) to human agency. 

The typical defense of the set of rationality axioms, including that of 
transitivity, is that "anyone who violates the axioms 'could have a book 
made against him by a cunning bettor, and would then stand to lose in 
any event. ' "  75 Whereas this observation is levied at decisionmaking in 
risky and uncertain circumstances, a similar argument is mounted in the 
case of intransitive preference orderings: the person violating the axiom 
of transitivity will lose out to a shrewd trader. In this " Money Pump" ex
ample, a person who prefers an apple to an orange to a banana to an 
apple will be exploited by a rational dealer who consistently offers to take 
back a fruit, plus some money, until the individual ends up penniless with 
the same fruit she started with. This defense of transitivity appeals to ra
tional choice theorists because it attempts to ground the theory entirely in 
payoffs for choices. Hence, the theory is thought to introduce no norma
tive standards that are not strictly required by means-ends relations: 
agents without transitive preferences are thought to lose satisfaction or 
"utility" because they fail to comply with a basic reality that intransitive 
preferences logically entail wasteful dissipation of effort dedicated to 
achieving goals. 

The difficulty with the Money Pump defense of transitivity is that it 
fails to render explicit the relationship between transitivity and means
ends reasoning: it remains unclear how transitivity relates to either an 
agent's goals or to her means of achieving themJ6 That is, either it must 
be part of an agent's ends to obey transitive relations or it must be a means 
to an end to obey them. The Money Pump example works by supposing 
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that an agent must have consistent preferences in order to best fulfill her 
entire set of desires. It is opaque, however, if the rational agent adopts 
consistent preferences as a means to fulfilling all her desires simulta
neously, thereby violating the Humean stipulation that reasoning cannot 
dictate preference, or whether instead it must be characteristic of a ra
tional agent to arrange her preferences transitively. In the latter case, 
it must be acknowledged that this new consistency condition is a step 
beyond strictly Humean instrumental reasoning that only pertains to 
achieving a single goal and not to balancing all goals in a rationally con
sistent fashion. 77 

Coming from another perspective, Robert Sugden has argued that 
agents with intransitive preferences may be incorporating other consider
ations into their decision process, such as avoidance of regret. In his ex
ample, a person's choices between two outcomes may be influenced by the 
consideration of regret: that is, if a person's choice is governed both by po
tential satisfaction and potential regret, then it is possible that such a per
son could be rational and hold intransitive preferences.78 This philosoph
ical debate over the motivation underlying the transitivity axiom is far 
from resolved. The only conclusion that can be put forward at this time 
is admittedly tentative-namely, that the transitivity condition as used by 
Kenneth Arrow in Social Choice and Indiuidual Values and throughout 
decision theory does not in any transparent manner refer to an agent's 
means and ends: " If x is preferred or indifferent to y and y is preferred or 
indifferent to z, then x must be either preferred or indifferent to z. " 79 This 
statement of the principle of transitivity refers only to relations that must 
obtain among an agent's preferences, and conveys no information about 
an agent's goals and means of achieving them. 80 Hence at this time it is 
premature to conclude that rational choice theory represents a refinement 
of instrumental reasoning. 

Marginalist Cost-Benefit Analysis versus Rational Choice 
Cost-Benefit Analysis 

In the final section of this chapter I consider how discussions of social wel
fare evolved from the marginalists' concern with general equilibrium and 
individual achievement of utility through trade to Arrow's formulation of 
"collective rationality" and the development of cost- benefit analysis. The 
first part of the section discusses the transformation of the concept of 
" Pareto optimality" from Pareto's original formulation through Samuel
son's take on it and finally to Arrow's formulation in social choice theory. 
The second part specifically discusses the development of cost-benefit 
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analysis, which had both European and American adherents and demon
strated varying degrees of congruence with the rationality project. 

The Pareto condition, despite its moral ambiguity, as explained above, 
and its definitional distinction between questions of distribution and of 
efficiency, has been broadly used in welfare economics, in social choice 
theory, and in cost-benefit analysis . 8 1 This widespread application of the 
principle makes it worthwhile to reflect briefly on the intellectual migra
tion the concept has undergone as it has been applied in varied and new 
circumstances of analysis. Pareto's original formulation of his idea of 
"maximum ophelimity" was meant to capture the conditions necessary 
for a free-trade economy in which parties participating in voluntary ex
change each gain. The key aspect of his formulation of optimality is that 
of ensuring that each person is potentially better off, and no one worse off, 
as an outcome of their trading activities. Since markets are envisioned as 
voluntary, postulating that individuals must either gain through trade, or 
abstain, renders Pareto's definition of optimality unproblematic. Pareto 
further argues, by using the same mathematical analysis of individuals' in
difference curves intersecting to produce a set of socially preferred out
comes, that a collectivist society is at least as able as a free-market soci
ety to obtain these optimal conditions of exchange. Thus, even from its 
inception, Pareto's idea of optimality could be used to evaluate the out
comes of voluntary exchange or of collectivized production. �2 

Arrow's initial statement of his impossibility theorem in Social Choice 
and Individual Values does not use Pareto's optimality, although subse
quent theorists find the principle to be implied in his conditions of citi
zens' sovereignty (condition 4) and positive association of social and in
dividual values (condition 2 ) .83 Arrow had used the Pareto principle in an 
auxiliary proof more consistent with the individualistic assumptions bet
ter corresponding to the new welfare economics. 84 In his impossibility 
theorem, Arrow permits individuals to have preferences over end states 
that precisely qualify how all individuals fare. This formulation of indi
vidual choice over final end states differs from the new welfare econom
ics in which individuals are only concerned with the commodity bundles 
each personally receives .85 This auxiliary proof in Social Choice and In
diuidual Values is most directly comparable to the welfare economics tra
dition, and it is possible to draw individuals' indifference curves to repli
cate the manner in which Arrow derives collective irrationality from the 
individualistically oriented preferences of two persons. s6 The subsequent 
interpretation of Arrow's impossibility theorem in which the Pareto prin
ciple was substituted for conditions 2 and 4 became the standard treat
ment. 87 In Arrow's rendering, the Pareto principle is one of unanimity, 
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holding that if outcome x is preferred to y by every member of society, 
then the group prefers x to y. 88 Instead of having reference only to each 
individual's commodity bundle, Arrow's version of the Pareto principle 
establishes a precedent for considering unanimous agreement over social 
states affecting all members of society. 

In his rendering of the Pareto principle, Amartya Sen gives a slightly 
modified version that permits collective choice to be based on less than 
unanimity. Sen provides two rules to be followed in establishing his 
Pareto criterion. First, if each member of a society is indifferent between 
two outcomes x and y, then society is also indifferent. Second, "if at least 
one individual strictly prefers x to y, and every individual regards x to be 
at least as good as y, then the society should prefer x to y. " 89 In Sen's ver
sion of the Pareto criterion, a group decision can be based on less than 
unanimous agreement in cases where some individuals are indifferent, 
and one individual's preferences are aligned in one direction. 

In these post-Arrovian formulations of the Pareto principle, it is little 
appreciated that Pareto's original concept of optimality has been modified 
to take on a new significance.90 As originally devised by Pareto, voluntary 
exchange is the key attribute of his idea of optimality because it guaran
tees mutual gain and eliminates the possibility of degradation of individ
uals' welfare. In welfare economics from Pareto to Samuelson, the con
cept of Pareto optimality was strictly used in reference to an individual's 
subjective preferences regarding his or her own commodity bundle. In the 
social choice tradition, however, individuals' preferences over social out
comes include consideration of the fate of others. Because of this funda
mental difference between self-oriented and globally oriented preferences, 
it is not strictly possible to compare Pareto's optimality with social choice 
theorists' Pareto principle. In Pareto's analysis, a society of individuals left 
to trade on their own terms would automatically achieve a Pareto optimal 
outcome due to individuals' initiative to achieve greater satisfaction. In 
this scenario, the introduction of "unanimity" is entirely superf1uous, be
cause each individual is only concerned with his own goods. In the world 
of social choice theorists, where individuals are thought of as choosing 
among outcomes affecting everyone, unanimity among a pair of choices 
directly relates to all society members. Sen exploits the new Pareto condi
tion, which he defines as unanimous preference over collective outcomes, 
to introduce his "Paretian Liberal Paradox," discussed in chapter 8 .  

The prominence of the Pareto condition in welfare economics and pol
icy analysis makes it a convenient point of departure for exploring how 
the development of the rationality project affected public policy. This dis
cussion offers clear criteria for distinguishing between an approach to 
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policy based on marginalist economics and one based on the decision
making tools of the rational choice. The story is best told by starting with 
the welfare economics procedure of cost- benefit analysis, which relies on 
marginalist economics, and the idea of Pareto efficiency related to it. This 
narrative is a somewhat fragmented because of the tremendous ferment in 
policy analysis in the 1 950s, and because there were separate develop
ments in the British and American traditions.91 

The earliest instance of cost-benefit analysis is most often associated 
with the idea of Pareto efficiency taken from marginalist economics, and 
with the Kaldor-Hicks compensation principle articulated in the late 
1 9 3 0s.92 Recall from chapter 2 ]. R. Hicks's contribution to welfare eco
nomics that promoted a strict division between facts and values, and uti
lized an efficiency criterion for making welfare j udgments that was sup
posedly distinct from distributional j udgments. The central characteristic 
of cost- benefit analysis as it developed out of the work of Kaldor and 
Hicks is that of achieving maximal economic efficiency using the Pareto 
concept to evaluate between social states. The steps used in achieving a 
policy choice are the following: 

1 .  The project or projects to be analyzed are identified. 
2. All the impacts, both favorable and unfavorable, present and future, on 

society are determined. 
3. Values, usually in dol lars, are assigned to these impacts. Favorable im

pacts will be registered as benefits, unfavorable ones as costs. 
4.  The net benefit (total benefit minus total cost) is calculated. 
5. The choice is made.93 

Decisions are made according to one fundamental rule: " In any choice sit
uation, select the alternative that produces the greatest net benefit." 94 
This mode of analysis uses the Pareto concept that any movement to the 
"Pareto frontier" through net gain is accepted as a legitimate social deci
sion. The Pareto idea used here is not that of unanimity, but instead is that 
of having achieved greater economic efficiency regardless of the distribu
tion of the benefits: " The fundamental rule guarantees that the benefits of 
any project undertaken will be large enough so that those who gain by the 
project could compensate those who lose, with everyone thus made bet
ter off," regardless of the result that compensation need not actually be 
made.95 Marginalist economics is invoked in this analysis, and Edith 
Stokey and Richard Zeckhauser restate the fundamental rule in margin
alist terms: " Expand the size of the project to the point where marginal 
benefit equals marginal cost." 96 Cost-benefit analysis derived from the 
Kaldor-Hicks compensation principle is inseparable from marginalist 
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economics, and the goal of the decisionmaker is to achieve the greatest 
economic efficiency as indicated by Pareto optimality, regardless of distri
butional consequences. 97 It is true that the Kaldor-Hicks compensation 
principle may be thought of as a perverse adaptation of Pareto optimality, 
because winners do not actually compensate losers, yet it has been used to 
inform policy decisions. 

The greatest shift between the cost- benefit approach relying on the 
concept of Pareto efficiency and public policy analysis based on rational 
choice theory is a movement away from the idea of efficiency engineering. 
Roland McKean of the RAND Corporation wrote a transitional book 
based on the systems analysis research initiative at RAND. The focus of 
his book, Efficiency in Gouernment through Systems Analysis, is the "cri
teria problem" that had absorbed the attention of many RAND theorists. 
RAND researchers sought to break through the confines of the basic op
timization techniques characteristic of marginalist economics by broad
ening the scope of their decision tools. Formerly, decision problems had 
well-defined criteria for optimization, such as net monetary gain or less 
resources, and were typical of " 'scientific management' or 'efficiency en
gineering' wherein F. W. Taylor focused attention on factory layout and 
time-motion studies. "  98 The concept of efficiency could be defined using 
mathematics developed by physicists, as was typical of the rational action 
of marginalist economics. Wanting to move beyond the constrained max
imization paradigm, McKean sought means to determine decision crite
ria for problems not neatly circumscribed by efficiency considerations. He 
focused on decision situations with competing goals wherein the deci
sionmaker must prioritize and make trade-offs among goals. In a water 
management project these may include increases of the nation's real in
come, expected benefits as a function of time, and effects on national 
wealth distribution.99 McKean could only reach a negative result because 
he was not able to resolve the criteria problem: "Utility, the label for 
whatever should ultimately be maximized, depends upon a vast number 
of variables . . . .  Since such functional relationships, and indeed many of 
the variables, are not fully known to us, the analyst cannot devise any per
fect, complete criterion." 1 00 Leaving the criteria problem theoretically un
resolved, McKean proposed general criteria that the decisionmaker must 
consider, one of which is "changes in the personal distribution of 
wealth. "  10 1 

While McKean was in the end unable to resolve the criteria problem he 
put forward, policy analysis was developed on a firm footing by using a 
combination of techniques from the rationality project. Most ingeniously, 
while the criteria problem remained irresolvable for the policy analyst, 
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decision theory provided a clear-cut framework for the assertion that in
dividual decisionmakers can make choices over any two disparate out
comes. In the decision theory articulated by von Neumann and Morgen
stern, Arrow, Luce and Raiffa, and Savage, individuals are treated as 
though they can make pair-wise and transitive choices among any set of 
alternatives offered to them. 102 The new version of cost-benefit analysis, 
fully congruent with the rationality project, deferred as much as possible 
to the individual decisionmaker for whom " we postulate that all choices 
are consistent with an ordering, a transitive and complete relation . "  t o3 

Thus, individual rational agents are immune from the criteria problem 
that daunted policy analysts who were tasked with deciding among com
peting objectives with differential consequences for members of the com
munity. 104 Policy analysis that incorporated the results of decision theory 
forged ahead by using individuals' preferences over outcomes instead of 
the policy maker's criteria. 

The result of this new brand of rational choice policy analysis is best 
articulated in Stokey and Zeckhauser's A Primer for Policy Analysis, and 
in an important essay of Arrow's addressing the implications of decision 
theory for public policy. 101 Arrow's characteristically concise paper sets 
forth the outlines of the American approach to cost-benefit analysis that 
was inseparable from the rationality project. In his view, cost-benefit 
analysis was not a part of American policymaking until the 1 950s, when 
it emerged within the framework of individual rational choice as expli
cated by decision theory. What is notable in Arrow's discussion is that 
policymaking pertaining to potentially risky outcomes, such as building a 
nuclear power plant, is couched entirely in the language of individual de
cisionmaking in uncertain circumstances. Arrow notes that " [b]enefit
cost analysis under certainty of course requires not only measures of will
ingness to pay but also measures of the costs of alternative policies." t o6 

Public decisions regarding a nuclear power plant raise new issues due to 
the possibility of a nuclear core meltdown. Specifically, in this  case, "we 
need rationality hypotheses about probability j udgements," and hence 
must consult decision theory in risky and uncertainty situations. 107 It 
is here that Arrow links decision theory with his social choice theory, 
combining the two to propose a logically consistent approach to public 
policy. 

Arrow's approach to public decisions encompassing uncertain out
comes is critical for understanding the relationship between the rational
ity project, as encapsulated in both decision theory and social choice the
ory, and policy science. Arrow's impossibi lity theorem had demonstrated 
the logical contradiction of satisfying five minimalist conditions: individ-
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uals' latitude to express any set of transitive preferences; positive associ
ation of individual and social preferences; independence of irrelevant al
ternatives; citizens' sovereignty; and nondictatorship. However, in the 
public policy problem involving uncertainty, Arrow " ignore[ d) all the ad
ditional complications due to the difficulties of social choice," and instead 
supposed "that there is a representative individual."  108 This individual's 
preferences are to be used in making a rational public policy decision. Ar
row then examines the difficulties in probabilistic decision theory, argu
ing that policymakers must be aware of individuals' propensity to mis
calculate probabilities, to exhibit intransitive preferences, and to evaluate 
outcomes on the basis of the way they are linguistically framed. 

It may seem that with the foundational problems marring social choice 
theory, and the theoretical paradoxes and behavioral anomalies tainting 
probabilistic decision theory, that rational choice theorists would despair 
of making progress. This situation led Amartya Sen to remark: 

It seems easy to accept that rationality involves many features that cannot 
be summarized in terms of some straightforward formula, such as binary 
consistency. But this recognition does not immediately lead to alternative 
characterizations that might be regarded as satisfactory, even though the 
inadequacies of the traditional assumptions of rational behaviour stan
dardly used in economic theory have become hard to deny. 1 09 

In other words, rational choice theorists have had to accept the logical 
and behavioral limitations inherent in their approach. This acceptance 
is made palatable because, as Sen further observed, " [i]t will not be an 
easy task to find replacements for the standard assumptions of rational 
behavior . . .  and . . .  there is little hope of finding an alternative assump
tion structure that will be as simple and usable as the traditional as
sumptions of self-interest maximization, or of consistency of choice." 1 10 
Rational choice continues to be the mainline standard bearer in social sci
ence and public policy because, despite its limitations, no other system of
fers equivalent or superior results. 

Stokey and Zeckhauser's A Primer for Policy Analysis sets forth the ra
tional choice approach to public policy. As with other studies advocating 
the rationality project, it proceeds by distinguishing between methods of 
analysis relying on marginalist economics and on the rational choice 
framework. 1 1 1 Choices made on the criterion of efficiency derived from 
Pareto optimality square with the marginalist paradigm of maximizing re
source subject to a budget constraint and ignore distributional conse
quences. By contrast, in the rational choice framework, decisionmaking 
criteria are all-encompassing. Indeed, one major task of public policy an-
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alysts is to settle on decision criteria among competing objectives ( 1 1 6 ) .  
Notwithstanding the logical and behavioral perplexities such a s  Arrow's 
impossibility theorem, Maurice Allais's paradox, and Daniel Kahneman 
and Amos Tversky's framing hypothesis, it is possible to see how a coher
ent mode of policy analysis has been derived from rational choice theory. 

Rational choice theory pushes beyond the boundaries of "efficiency en
gineering" circumscribing marginalist economists to encounter the crite
ria problem discussed by McKean. By focusing attention exclusively on 
individuals' sets of well-ordered preferences, the criteria problem could be 
offset by only requiring information about individuals' wants, regardless 
of the policymaker's. Thus, for example, Stokey and Zeckhauser look to 
a "complete, formalized depiction of a decision maker's preferences." 
This formalized depiction, referred to as an " objective function," "is an 
explicit statement of how each attribute that is a consequence of a partic
ular choice situation contributes to a single overall index of that choice's 
desirability" ( 1 3 1 ) . In setting up a decision problem using expected util
ity theory, all the familiar assumptions are required: an individual is able 
to make a decision over any pair of choices, including one of indifference; 
his preferences obey transitivity; he also obeys the rules of probabilistic 
decisionmaking stipulated by von Neumann and Morgenstern (253 ) .  
Thus, a policymaker i s  able to  choose decision criteria, and then obtain 
information about preferences over outcomes from her constituency. 

Having obtained this information about preferences, and taking pains 
to eliminate strategically misstated preferences, the policy analyst has 
three options from which to choose in making a sound public decision. 
One of the three options relying on the traditional efficiency criterion is 
only available if the decision problem conforms to old-style, cost-benefit 
analysis in accordance with the fundamental rule yielding the greatest net 
benefit, though failing to take into consideration redistributional effects 
( 1 37) .  As applied, however, this method contradicts the social choice rule 
of the Pareto principle defined as unanimous agreement. A second choice 
is to follow Arrow in simplifying the decision problem in cases involving 
uncertainty, or criteria not readily resolvable into monetary quantities. 
This option negates Arrow's impossibility theorem by permitting some 
degree of interpersonal comparison of utilities, either by using a repre
sentative individual's preferences or the notion of extended sympathy. 1 12 
A third solution open to the policy official is to submit the decision to a 
public referendum. This relinquishes the idea of collective rationality, and 
looks to due process as the means of legitimating the decision rather than 
to logical consistency with the social choice axioms. I u  

The firm hold of the policy analyst is not thwarted by the impossibil-
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ity theorem nor by foundational problems underlying decision theory. 
Public policy analysts have well-defined mathematical formulas resting on 
the premise of individual rationality to guide them in their quest for suc
cessful public decisions. Circumventing the criteria problem that limited 
the reach of public decisionmaking based on Pareto efficiency, rational 
choice policy analysts assume that individuals can make transitive choices 
among all sets of outcomes. Arrow's impossibility theorem is then obvi
ated by either permitting some degree of interpersonal comparisons, or by 
subjecting decisions to elections not predicated on the idea of "collective 
rationality. " Marginalist economics, though still taught as a means of 
achieving economic efficiency in cost-benefit problems subject to "will
ingness to pay," is offset by the rational choice framework looking to in
dividual preferences over disparate and uncertain outcomes. Despite the 
profound theoretical questions lying at the foundation of decision theory, 
rational choice theory remains a technocrat's dream for achieving public 
decisions based on individuals' preferences and avoiding disruptive pub
lic displays. 

P A R T  I V  

Rational Choice Liberalism 
Today 
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Consolidating Rational Choice Liberalism 
1 9 70 -2000 

The purpose of rational choice i s  to provide a grand theoretical framework for 

designing human institutions . . . .  [T]he primary motivation for practitioners of 

rational choice theory, in the course of its evolution since the 1 950s, has been 

to create an integrated, empirical theory of market and pol ity that would serve 

the normative purpose of designing "good" institutions. 

Norman Schofield 

Justice is thought of as a pact between rational egoists the stability of which is 

dependent on a balance of power and simi larity of circumstances . . . .  J ustice is 

the virtue of practices where there are assumed to be competing interests and 

conflicting claims, and where it is supposed that persons will press their rights 

on each other. 

John Rawls 

The central part of Rawls's theory [of justice] is a statement of fundamental 

propositions about the nature of a just society, what may be thought of as a sys

tem of axioms. On the one side, it is sought to justify these axioms as deriving 

from a contract made among rational potential members of society; on the 

other side, the impl ications of these axioms for the determination of social in

stitutions are drawn. 

Kenneth ]. Arrow 

THE past chapters have discussed the early development of rational 
choice theory as an overlapping set of multidisciplinary movements. 
RAND was identified as a quintessential Cold War organization provid
ing a key locus for generating decision theory and rational policy analy
sis. Later we saw how social choice, public choice, and positive political 
theory are best understood as independent and interrelated movements 
with shared concepts, theorists, and institutional support networks. It is 
clear that there are no impermeable borders between rational choice in 
social science, formal decision theory, and public policy analysis. More-
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over, each of these intellectual endeavors was inseparable from the Cold 
War initiative to secure the foundations of capitalist democracy. Finally, 
the continuities and ruptures between rational choice theory and its the
oretical predecessors in Adam Smith's system of natural l iberty, and the 
marginalist economists' concept of constrained maximization have been 
explored. 

Rational choice theory, first recognized as a field of research within the 
social sciences in the 1 970s, and then as an established paradigm by the 
early 1 980s, achieved methodological security j ust as the Cold War drew 
to an end. Since the conclusion of the Cold War, the motivating force be
hind the rationality project has become increasingly obscured and for
gotten. Rational choice appears to be successful precisely because of its 
claim to offer objective, nonnormative social scientific analysis indepen
dent of ideological concerns over capitalism and democracy. Because ra
tional choice theory itself evinces no historical awareness, even of its own 
evolution as a scientific discipline, it is often difficult to apprehend the 
source of the deep divisions between proponents and critics of the re
search method. 

Within the field of political science, institutional victories and the high
profile status of rational choice theory, as well as consistent determination 
on the part of some Rochester school members to displace other ap
proaches to political science, have positioned positive political theory at 
the center of much heated debate. As William Riker boldly and antago
nistically asserted, "the rational choice paradigm is the oldest, the most 
well established, and now, . . .  the one that by its success is driving out all 
others. "  1 Donald P. Green and Ian Shapiro's 1 994 Pathologies of Ratio
nal Choice Theory: A Critique of Applications in Political Science served 
to both underscore the widespread acceptance of the rational choice 
method as a practice within political science, and to articulate reserva
tions about its explanatory powers. Debate over the efficacy of a rational 
choice theory of politics was continued in the journal Critical Review, 
which devoted an entire issue in 1 995 to the controversy generated by 
Green and Shapiro's widely cited book. The collected essays make it clear 
that debate over the merits and efficacy of a rational choice theory of pol
itics is engaged on three levels. As in Green and Shapiro's critique, schol
ars disagree whether positive political theory's theoretical findings and 
empirical evidence provide meaningful insight into political phenomena. 
At a second level, scholars disagree over the definition and legitimate 
practice of social science generally and political science, particularly. At 
an even more inclusive level, the heated nature of the debate is due to a 
fundamental disagreement as to whether the rational actor model is 
sufficient to explain all facets of human behavior. 
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Despite the articulation of this debate provided by the essays in Criti
cal Review, it remains difficult to get a full sense of the reasons why the 
rational choice approach has provoked such profound disagreement. As a 
tentative explanation, I would suggest that the heat of this controversy is 
generated by the relevance of rational choice research to concerns that ex
ceed the bounds of social science methodology and spill out into visions 
of science and democracy, not j ust in the United States, but increasingly 
worldwide. This instance of disciplinary turmoil is a manifestation of a 
larger set of debates that are inevitable because rational choice theory has 
a wider scope and a more comprehensive mission than its innocuous iden
tity as a social science methodology would suggest. Due to the dramatic 
divide between the actual scope of rational choice and its assumed status 
as merely another method for doing political science, it is helpful to con
textualize rational choice scholarship by viewing it against the backdrop 
of American political scientists' long-standing interest in their disciplinary 
history and in the dialectical relationship between their field and Ameri
can democracy.2 To that end, this chapter first discusses rational choice 
theory with respect to the enduring Enlightenment project of modernity, 
and the relationship between rational choice and classic republicanism. 
Next, I explore how John Rawls's landmark theory of justice serves as a 
touchstone for the characteristic concepts used by rational choice theo
rists in their construction of liberal democratic theory. After providing 
a clear sense of the parameters of rational choice liberalism, Amartya 
Sen's " Paretian Liberal" paradox pitting social welfare against individual 
rights is addressed. Finally, I consider the contributions to a liberal theory 
of democracy made by the second generation of rational choice theorists. 
Russell Hardin's institutional utilitarianism, David Gauthier's status quo 
contractarianism, and Ken Binmore's whiggish reformism demonstrate 
the comprehensive manner in which each puts forward a vision of how to 
achieve a stable social order. These normative projects, resting on sci
entific analyses of self-interested rational action, represent differing ver
sions of rational choice liberalism. 

Science, Democracy, and the Enlightenment Project 
of Modernity 

Rational choice theory has been at the center of a heated controversy over 
methodology in political science, and to a lesser degree in other social sci
ences, because of its theory of human action predicated solely on self-in
terested rational action, a theory principally expressed in mathematical 
language. This debate over method is related to other debates concerning 
political ideology and, ultimately, debates about human life. Despite the 
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high-profile character of much of this controversy, it is difficult from these 
discussions alone to grasp why there is so much fervor in the exchanges.3 
The pages ahead make the case that rational choice theory is linked to 
concerns that exceed the bounds of social science methodology, thereby 
enabling its encompassing vision for how social order and j ustice should 
be achieved. 

The first step in contextualizing rational choice theory is to ask how it 
relates to the long-standing conviction that science and democracy are al
lies in the Enlightenment project of modernity. Obviously, the vast 
amount of literature on this point cannot be reviewed here. However, one 
can quickly get a sense of how rational choice fits in this tradition from 
David A. Hollinger's work on Robert Merton, John Dewey, and other 
American public intellectuals of the 1 930s and 1 940s. They, among oth
ers, were keen to promote both scientific inquiry and democratic govern
ment as allies countering Christian provincialism on the one hand and 
Nazi fascism on the other.4 Science and democracy, according to these 
thinkers, share an ethos of "universalism," "disinterestedness," "com
munalism," and "organized skepticism." In both, reasoned discussion 
among equals leads to agreement, either on research findings or on com
munal ends. 

Political scientist John G. Gunnell similarly focuses on the traditional 
American identity of science and democracy as sharing the values of tol
erance, skepticism, and pragmatism. Given the close relationship between 
American political science and American government, it is not surprising 
that U.S. political science traditionally promoted both as shared endeav
ors, much as Hollinger describes in the work of Merton and Dewey. 
However, Gunnell argues, the influx of fleeing European emigres in the 
1 940s destabilized this comfortable partnership between science and de
mocracy that had been central to the ethos of American political scientists 
since the dawn of American democracy. Such newcomers to America 
as Leo Strauss, Hannah Arendt, Hans Morgenthau, Theodor Adorno, 
Eric Voegelin, Franz Neumann, Arnold Brecht, Max Horkheimer, and 
Herbert Marcuse, each of whom would become a significant political 
theorist, challenged the comfortable relationship between science and 
democratic liberalism. They argued that the liberal values underlying sci
ence and democracy were specifically those that were unable to halt, and 
were even complicit in encouraging, the rise of fascism and totalitarian
ism in Continental Europe of the 1 930s and 1 940s.5 In Gunnell's words, 
"The assessment advanced by emigre scholars . . .  was that the problem 
of totalitarianism was at root a problem of science, liberalism, and 
relativism." 6 
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Gunnell argues that the emigres' challenges to American liberalism re
sulted in the distillation of "political theory" as an isolated field within 
American political science, an isolation still very evident today, as emigres 
staked out their territory of commentary and American political scientists 
reasserted the alliance of science and democratic liberalism characteristic 
of their field. Gunnell finds that chief among these efforts to reclaim the 
Enlightenment ties linking scientific inquiry and democratic values were 
those of David Easton, the leader of the nascent behavioral movement. 
Easton, and others such as Harold D. Lasswell and Herbert Simon, re
formulated the epistemology of the social sciences in keeping with a tra
ditional American instrumental pragmatism combined with logical posi
tivism? Easton's opening chapter of his famous 1 953 work The Political 
System echoed the interests of Dewey and Merton in advancing an em
piricist and skeptical epistemology that simultaneously sustained and 
grounded liberal democratic values. 8 

Even though William Riker was adamant in disassociating positive po
litical theory from the burgeoning behavioral movement, he was none
theless captivated by Easton's vision of a science of politics, and he often 
used Easton's definition of politics as "the authoritative allocation of val
ues. "  9 As argued in part 2 above, Riker, too, was an enthusiast of demo
cratic values in opposition to any which could be construed as totalitar
ian, fascist, organicist, or socialist; Kenneth Arrow and James Buchanan 
similarly were keen to advance science and liberal democratic values in 
opposition to those seemingly responsible for communism or fascism. 1 0 
Gunnell's argument about political theory and the behavioralism, while 
perhaps not necessarily helpful in all respects for assessing the forces be
hind the rise of Riker's positive political theory, social choice theory, or 
the public choice movement, still draws attention to an important point: 
rational choice theory represents a continuation of the Enlightenment 
project of promoting scientific inquiry and democratic government. 

An emphatic enunciation of this point is provided by political scientist 
Simon Jackman, who is determined to stave off postmodernism with a 
joint commitment to science and Enlightenment l iberalism: 

I . . . link fed] both science and liberalism as complementary products of the 
Enlightenment. I remarked that both science and liberalism are relativist 
and pragmatic-liberals and scientists make few assumptions about ab
solute truth. The arguments within social science that I survey . . .  show lib
eralism is actually fairly accommodating of "conditionality" or "contin
gency," concepts dear to postmodernists, and, as it turns out, concepts that 
are actually at the heart of science as well. The admission of a contextual
ized basis for knowledge is not an abandonment of science, but rather an 
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acknowledgement of the richness of the world that is, if  anything, an invi
tation to inquiry. This admission was the mutual origin of both science and 
liberalism, the source of their resilience, and will ensure their safe passage 
through the postmodernist "storm." 1 1  

Jackman's defense of the partnership of science and liberalism against the 
threat of postmodernism represents a different context from the postwar 
concern with totalitarianism, but the single-minded devotion to seeing 
science and democracy as partners remains constant. 

Rational choice theory represents a contribution to a modernist epis
temology that supports democratic liberalism by upholding the values of 
free inquiry, universalism, individual autonomy, and government by trade 
and negotiation, as opposed to autocratic tyranny or irrational mob rule. 
Many rational choice scholars also uphold a liberalism of free-market 
trade, and believe there is a strong correlation between democratization 
and free markets. In The End of History and the Last Man, written 
largely at RAND, Francis Fukuyama clearly articulates the position. 1 2 For 
scholars such as Fukuyama, the fall of the Berlin Wall and the demise of 
the Soviet Union are seen as victories for freedom, liberal democracy, and 
free markets. Their understanding is that science, democratic liberalism, 
and capitalism are based on toleration; free trade and free association; 
personal autonomy permitting subjective moral standards; an experi
mental epistemology based on universal laws subject to empirical test; 
and legitimate rule as a reflection of individuals' interests. 

While it is important to recognize that rational choice theory contin
ues the Enlightenment project of advancing knowledge and liberal gov
ernment, it is also necessary to remember that it represents one specific 
way of understanding the relationship between scientific epistemology 
and the legitimating principles of democratic rule. In chapters 6 and 7, I 
explored how the rational choice account of human action differs from 
that of both Adam Smith and marginalist economists. The conclusions 
reached there are that rational choice theory pivots on a historically un
precedented, axiomatically formulated definition of rational self-interest. 

American Political Science and Classic Republicanism 

Besides understanding that rational choice theory is very much an active 
participant in furthering a commitment to scientific inquiry and demo
cratic government as joint ventures, it is also helpful to understand the lo
cation of rational choice theory within the centuries-old debate between 
two familiar traditions of political discourse: classic republicanism em
phasizing virtuous citizenship, and natural jurisprudence catering to 
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property rights and commerce. In the wake of the impressive works by J. 
G.  A. Pocock and Quentin Skinner, much attention has been drawn to the 
interplay between these two traditions, and to the key role played by clas
sic republicanism in establishing American democracy. 1 3 It has been 
widely recognized that although the classic republic tradition was impor
tant to early American democracy, this tradition waned over the nine
teenth-century in favor of a tradition favoring commerce, property rights, 
contracts, and an institutionalized version of virtue. 14  Because of the close 
relationship between American political scientists and American govern
ment, this declining fortune of republicanism has been reflected within 
the academic pursuits of political scientists. James Farr writes about this 
interlocking transformation in American statehood and American politi
cal science, suggesting that the latter responded to the ebbing of civic 
republicanism by reciprocally relinquishing its tendency toward a civic
minded pedagogy that sought to instill republican values in citizen
students. Farr observes that "in the course of its first century, American 
political science was transformed from a political discourse in the service 
of republican principles to a professional discipline in the service of the 
administrative state ."  1 5 

As much as it seems appropriate to see rational choice theory as im
plicated in the furtherance of a specific type of democratic liberalism that 
counters either Pocock, Skinner, and James T. Kloppenberg's emphasis 
on classic republicanism, or the community-oriented reinvocation of the 
virtue-based civic humanist tradition in the works of Charles Taylor, 
Michael ]. Sandel, and Alasdair Macintyre, there has been a surprising 
failure to recognize the close association of rational choice theory and 
the rights-centric liberalism characteristic of John Rawls. 1 6 Political sci
entist Rogers M. Smith, in his disciplinary retrospective "Still Blowing in 
the Wind: The American Quest for a Democratic, Scientific Political Sci
ence," comes closest to recognizing the association of rational-choice
driven political theory with a contractarian and rights-oriented liberalism 
standing in clear opposition to civic republicanism . 1 7  It is this position of 
rational choice scholarship within the midst of mainstream, contempo
rary discussions over l iberalism, and as a logical step in the language of 
natural jurisprudence emphasizing commerce, natural law, and rights, 
that needs to be further explored. This need is all the more urgent given 
that rational choice theory is already germane to American political prac
tices insofar as it informs the conceptual foundations of public policy 
analysis and has become increasingly significant to American j urispru
dence through the success of the rational choice-based law and econom
ICS movement. 
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john Rawls's A Theory of Justice 
The publication in 1 971  of A Theory of Justice by John Rawls ( 1 92 1 -
2002) is  widely regarded a s  a crucial point i n  political theory that kindled 
interest in the social contract as a means of achieving a constirution. 1 8 
The densely argued book became the landmark text against which all 
American political theorists measured their own work; it presented a new 
point of departure for political theory, seamlessly combining political and 
economic analyses in a single theory of j ustice. Kenneth Arrow wrote that 
" Rawls's major work has been widely and correctly acclaimed as the most 
searching investigation on the notion of j ustice in modern times. "  He fur
ther observed that Rawls's facility with economic theory was remarkable, 
and unique among philosophers and social scientists. 1 9 Rawls's sophisti
cated knowledge of economic theory generated an interdisciplinary dis
cussion between economists and political theorists over the basic prin
ciples of j ustice and constitutional democracy. Newly sparked academic 
interest in the moral bases of politics filled the pages of the recently es
tablished journals Political Theory, History of Political Thought, and Phi
losophy and Public Affairs. 

The intersection of Rawls's project with rational choice theorists' 
analysis of political economy, and the dependency of both on shared con
victions, is not well known. Rawls's stature as a leading twentieth-century 
philosopher was in part secured through his discourse with prominent ra
tional choice theorists, who developed their own theories as they chal
lenged Rawls to advance his. There are three distinct positions within the 
rational choice camp whose views are informed by their encounter with 
the work of Rawls: utilitarianism, social choice, and public choice. As a 
fully engaged partner in this dialogue, Rawls's idea of justice as fairness 
was likewise influenced by the growing rational choice approach to po
litical economy.20 As will be recalled from chapter 3, Rawls presented an 
early version of his theory at the Meetings for Non-Market Decision 
Making in 1 964 at which John Harsanyi was present. Kenneth Arrow 
wrote two penetrating critiques of Rawls's Theory of Justice in 1 973; and 
Arrow, Rawls, and Amartya Sen together offered a seminar on rationality 
and j ustice in 1 968  at Harvard University. 2 1 Though it may come as a sur
prise given their different political orientations, it is  fair to assert that of 
any two theorists working in the area of contractual constitutional de
sign, John Rawls and James Buchanan had the most similar approaches.22 
The debate between John Harsanyi's rational choice rendition of utilitar
ianism and John Rawls's rights-based approach to justice provided a 
steady reference point for subsequent theorists.21 
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This is  not the place for a detailed study of the development of Rawls's 
Theory of Justice; that intellectual archaeology would be the subject of a 
text at least as substantial as the original. The goal here is to provide an 
overview of the intersection between the various approaches to rational 
choice liberalism and Rawls's theory of justice. The pertinent approaches 
include John Harsanyi's utilitarianism, Arrow and Sen's social choice, and 
Buchanan and Robert Sugden's public choice. During its early years, ra
tional choice theorists were j ealously protective against what they per
ceived to be the encroachment of idealistic, collectivist, or authoritarian 
philosophical approaches. In the 1 960s and early 1 970s, the wrangling 
continued as Arrow and Harsanyi charged Rawls with leaving a door ajar 
for the entrance of totalitarianism 2\ Buchanan accused Arrow and the 
utilitarians of sustaining organic social philosophy 2'; Rawls insisted that 
he did not invoke "a perfectionist or an organic conception of society," 
and he challenged the presumed sanctity surrounding the notion of the 
efficiency of market society, though he accepted "a property-owning de
mocracy." 26 What emerges from this early positioning is the overriding 
impulse to create a social philosophy of justice within the bounds of non
normative scientific analysis. Such positive analysis was believed to pro
vide a secure epistemological basis for social theory and to protect against 
the excesses of philosophical idealism and organicism. Like rational 
choice theorists, Rawls strove to make his principles of j ustice consistent 
with the premise of rational self-interest that maintains the primacy of the 
individual to determine personal ends. 

Rawls developed his theory of j ustice in opposition to utilitarianism, a 
position he believed both to be prevalent in nineteenth- and twentieth
century intellectual history and to underlie much economic theory.D 
Rawls opposed all utilitarian philosophy, from Jeremy Bentham's to 
Henry Sidgwick's, and including its latest rational choice iteration by 
John Harsanyi.2s The basic principle of utilitarianism is that as the indi
vidual is  best served by rationally pursuing his ends to achieve maximal 
satisfaction, so "the well-being of society is to be constructed from the 
fulfillment of the systems of desires of the many individuals who belong 
to it. " 29 Hence, the well-known classic utilitarian principle of "the great
est happiness for the greatest number." Rational choice theory, with its 
formal expressions of individual util ity, provided a consummate tool for 
i�vestigating individuals' fates in a society given their propensity to ra
tiOnally pursue self-interest. Demonstrating the widespread currency of 
rational choice, Rawls accepted this perspective, observing that " [i ]t is 
natural to think that rationality is maximizing something and that in 
morals it must be maximizing the good."  30 He takes issue, however, with 
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the utilitarian's exclusive emphasis on consequences of actions instead of 
the sanctity of individuals' rights. In what ends up being a central debate 
between him and Harsanyi, Rawls disagrees over the appropriate dis
tribution of resources among individuals. He further is at odds with 
Harsanyi's dependence on an idealized " impartial spectator" as a way of 
aggregating individuals' satisfaction. 

John Harsanyi ( 1 920 -2000),  formerly at the University of Budapest, 
adopted John von Neumann and Oskar Morgenstern's axioms of ex
pected utility under conditions of uncertainty to construct his theory of 
utilitarianism. In 1 994 he would be awarded the Nobel prize in economic 
sciences, shared with John Nash and Reinhard Selton, for his contribu
tions to noncooperative game theory. In two ground-breaking essays in 
the early 1 950s, Harsanyi defended the idea of a minimalist basis for 
comparing individuals' welfare in accordance with "factual propositions 
based on certain principles of inductive logic" as a starting point for his 
utilitarian ethic of maximizing the average utility level of members of so
ciety.31  He follows the suggestion of John Stuart Mill and Knut Wicksell 
that the overriding social goal is to maximize average welfare among in
dividuals, instead of maximizing total utility, as had been suggested orig
inally by Bentham. Combining von Neumann and Morgenstern's ex
pected utility theory with the idea that "value j udgments concerning 
social welfare are a special class of j udgments of preference, inasmuch as 
they are impersonal j udgments of preference," Harsanyi derives his utili
tarian ethic. 32 He reasons that individuals are rational decisionmakers in 
accordance with expected utility theory, and that individuals regularly 
make interpersonal comparisons of well-being. In his view, public policy 
judgments should be based on the ethical premise that individuals adopt 
a position of provisional uncertainty over how they themselves will be af
fected by policy outcomes. Thus, in evaluating policy, a posture of im
partiality is adopted whereby each individual assesses outcomes "as an 
expression of what sort of society one would prefer if one had an equal 
chance of being 'put in the place of' any particular member of the soci
ety." 33 Given this equiprobability of assuming the identity of any one of 
society's members, Harsanyi argues that it is appropriate to think of col
lective decisionmaking as a problem of maximizing utility under the con
ditions of risk. 

Thus, Harsanyi constructs a deductive argument showing that such ra
tional individuals will endorse a principle of maximizing average expected 
utility, because this provides each member of the community with the 
greatest likelihood of achieving maximum well-being. The axiomatic sys
tem Harsanyi applies in drawing this conclusion resolves the paradox of 
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Arrow's impossibility theorem by permitting minimalist interpersonal 
comparisons of utility; that is, Harsanyi permits judgments of the sort that 
person 1 is better of in condition x than person 2 is in condition y. 34 This 
allows for trade-offs to be made when the preferences of two individuals 
conflict as to the desirability of a given social state. Despite the great dis
repute into which such attempts to compare individuals' welfare had fallen 
following the positivist critiques of J. R. Hicks, Lionel Robbins, and Ar
row, Harsanyi strenuously argues that " interpersonal comparisons of util
ity are not value judgments based on some ethical or political postulates 
but rather are factual propositions based on certain principles of inductive 
logic."  35 This minimal standard for comparing individuals' well-being be
came known as the principle of "extended sympathy," and ultimately in 
1 984 achieved Arrow's cautious and begrudging acceptance.36 

The building blocks of Harsanyi's deductive argument are rational in
dividuals obeying the axioms of expected utility; minimal interpersonal 
comparison of utility; and the idea that social choice essentially resembles 
a situation in which an individual must select a social policy not knowing 
who among that society's members he will end up being. Because human 
psychology exhibits biological and cultural regularities and because 
people routinely make interpersonal comparisons, Harsanyi believes that 
his philosophy is on firm ground and avoids any normative assumptions. 
The indubitable conclusion of this combination of facts and axioms is 
that "our social welfare function must take the form of a weighted sum 
(weighted mean) of all individual utility functions, with more or less ar
bitrary weights chosen according to our own value j udgments ."  37 Thus, 
Harsanyi finds that scientific analysis can serve as a guide for determining 
public policy, and concludes that the utilitarian ethic of maximizing aver
age utility per individual wins out over other alternative social ethics. 

Rawls devotes chapters 27 and 28 of A Theory of Justice to refuting 
Harsanyi's utilitarian philosophy; he challenges Harsanyi's use of ex
pected utility theory and the soundness of the means used to compare in
dividuals' welfare. The two most significant features of the unfolding dis
cussion between Rawls and Harsanyi are Rawls's adoption of a similar 
perspective upholding uncertainty over personal fate within the social 
system, and his substitution of his well-known "maximin" principle for 
Harsanyi's average utility. In order to lay out the broader dialogue be
tween rational choice theorists and Rawls, it is necessary to distinguish 
between two levels of discussion. On the one hand, rational choice theo
rists such as Harsanyi readily accepted Rawls's maximin principle as con
sonant with the basic premise of rational self-interest, and debated its 
merits accordingly. On the other hand, a more general debate ensued over 
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whether Rawls's overall system of justice is consistent with rational choice 
theorists' exclusive reliance on rational self-interest as an explanatory de
vice. I explore the nature and outcome of the first level of discussion be
fore examining the broader question of Rawls's congruence with the prin
ciples of rational choice theory. 

In the introduction to his study of j ustice, Rawls explicitly states that 
" [t]he theory of j ustice is a part, perhaps the most significant part, of the 
theory of rational choice. "  38 His theory is meant to be as consistent as 
possible with the assumption of individuals as rational egoistsY Indeed, 
Rawls seeks to j ustify the basic structure of his theory by insisting that ra
tionally self-interested individuals would accept the basic principles of 
j ustice as fairness: " [T]he guiding idea is that the principles of justice for 
the basic structure of society are the object of the original agreement. 
They are the principles that free and rational persons concerned to fur
ther their own interests would accept in an initial position of equality as 
defining the fundamental terms of their association. "  40 While the indi
viduals Rawls considers are not necessarily egoists bent on wealth and 
domination, they conform to a "concept of rationality [thatl must be in
terpreted as far as possible in the narrow sense, standard in economic the
ory, of taking the most effective means to given ends ."  4 1  Rawls stresses 
that he works to uphold this concept of rationality as much as possible 
because "one must try to avoid introducing into it any controversial eth
ical elements. "  42 

Rawls's general congruence with rational choice theory is more fully 
discussed below; here it is important to note his awareness that only de
parture from the concept of rational self-interest puts his theory at risk of 
rejection on the basis of incorporating metaphysical elements not consis
tent with the dictates of nonnormative social science. Rawls's and rational 
choice theorists participated in a major turf battle over the norms of valid 
scientific inquiry, wherein it was feared that the admission of ideological 
or metaphysical assumptions could support communism or totalitarian
ism. Rawls was so successful in presenting his theory of justice as consis
tent with self-interested rational action that an avid public choice theorist 
was led to remark that " Rawls starts from the position that men are ra
tional solipsists searching for principles of justice that reflect consider
ations exclusively of personal advantage." 43 

Accepting the necessity that j ustice be manifest in an institutional ar
rangement to which all self-interested individuals would each agree, 
Rawls further proposes that there be a "veil of ignorance" as to each 
citizen's place or status in society. This feature is not unlike Harsanyi's 
idea of ethical impartiali ty, which as we saw requires that each individual 
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evaluate social states as though she has an equiprobability of being any 
member of society.44 Rawls explains: 

The principles of justice are chosen behind a veil of ignorance. This ensures 
that no one is advantaged or disadvantaged in the choice of principles by 
the outcome of natural chance or the contingency of social circumstances. 
Since all are similarly situated and no one is able to design principles to fa
vor his particular condition, the principles of j ustice are the result of a fair 
agreement or bargain.45 

The veil of ignorance obscures individuals' knowledge of the details of 
their circumstances so that they are forced to reason about the principles 
of j ustice " solely on the basis of general considerations ."  Individuals do 
not know their prospective social status, their fortune, their natural abil
ities, or even their physical aptitudes. Therefore, they must consider how 
the rules of j ustice will affect all members of the society, even across gen
erations. 46 

In their " original position" under the veil of ignorance, individuals will 
agree to two principles to regulate their affairs justly, Rawls argues. These 
two principles, which he had already articulated in the paper he presented 
to the 1 964 Meetings for the Committee on Non-Market Decision Mak
ing, are the following: 

First: each person is to have an equal right to the most extensive basic 
liberty compatible with similar liberty for others. 

Second: social and economic inequalities are to be arranged so that they 
are both (a) reasonably expected to be to everyone's advantage, and (b) at
tached to positions and offices open to allY 

The first principle, pertaining to rights, did not receive the full attention 
of rational choice theorists until Amartya Sen's first attempt to provide an 
axiomatic definition of rights within the social choice framework, to be 
discussed below. Harsanyi, for example, responded to Rawls that within 
his averaged utilitarian ethic, individuals' utility for freedom could easily 
be integrated into the calculation for determining how to organize a soci
ety.48 Rawls second principle, referred to as the "maximin" or the "dif
ference" principle, was derived from decision theory.49 

Rawls arrives at his second principle through extensive argument 
aimed at convincing readers that in reaching agreement on social rules, 
and in not knowing what role one will play in the social order, rational 
individuals will hedge their bets and ensure that the least well-off member 
of society is cared for. In making his case, Rawls argues in his Theory of 
Justice against a society run according to market efficiency because it 
"permits the distribution of wealth and income to be determined by the 
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natural distribution of abilities and talents," which do not ensure the wel
fare of society's least well-off members. 50 He seeks to build " fair equality 
of opportunity" into the basic structure of society (75 ) .  His method for 
achieving this is to insist that inequality of expectations among society's 
population is only justified when the inequality in question results in " ma
terial benefits spread throughout the system and to the least advantaged " 
member (78 ) .  And he believes his system has the added benefit of not 
straying far from the ideal of efficiency characterizing discussions of free
market economics (79 ) .  

In  his argument for equality of  opportunity, Rawls takes a crucial step 
by focusing on "primary social goods as the basis of expectation," instead 
of on individuals' utility, as is the case for utilitarian theorists ( 90 -95) .  He 
believes his system has the advantage of not requiring either cardinal or 
interpersonal comparisons of utility, as does, for example, Harsanyi's sys
tem. 5 1 In his Theory of Justice, Rawls defines primary goods as those re
sources that "are things which it is supposed a rational man wants what 
ever else he wants ."  52 These include rights, liberties, opportunities, pow
ers, income, and wealth; they are the conditions that must be met in order 
for a person to carry out "the most rational long-term plan of life given 
reasonably favorable circumstances ( 92-93 ) .  The underlying idea here is 
that regardless of one's walk in life or one's goals and ambitions, primary 
goods are equally valuable for one person as for another. In this way, pri
mary goods provide Rawls with an objective basis for comparing individ
uals' social states, without the need to compare subjective utilities ( 9 1 ) . 

Rawls was fully aware that he had to make his case for the difference 
principle with specific reference to Harsanyi's defense of the principle of 
average utility, because the latter regulative idea could also plausibly 
achieve the assent of rational agents ( 1 50 ) .  Rawls reminds readers that 
"the general conception of justice as fa irness requires that all primary so
cial goods be distributed equally unless an unequal distribution would be 
to everyone's advantage ( ibid . ) .  He appeals to decision-theoretic argu
ments to persuade readers that given the original position of ignorance re
garding one's social position, " it is rational for parties to adopt the con
servative attitude expressed by . . .  [the maximin] rule." In decision 
theory, the maximin criterion refers to a decision strategy of maximizing 
one's minimum payoff. 53 Rawls approves of this decision rule because it 
does not evaluate the likelihood of achieving a minimum payoff; it only 
maximizes the payoff in the worst possible outcome, even if the probabil
ity that this outcome obtains is only one in one hundred. Rawls's reticence 
to enter into calculations of probabilities stems from his doubt that mean
ingful estimates can be made in most cases of interest under the veil of ig
norance.14 Thus, his choice of the word " ignorance" rather than "uncer-
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tainty" helps to distance his theory of j ustice from Harsanyi's utilitarian 
ethic, which depends entirely on von Neumann and Morgenstern's ex
pected utility axioms pertaining to uncertain outcomes. 

After putting forth his argument for the maximin decision rule ensur
ing that all social inequalities benefit the least-advantaged members, 
Rawls directly challenges the principle of average utility, even while ad
mitting that in many practical circumstances it will lead to the same re
sults as the maximin rule ( 1 6 1 ) . He states that the "average principle ap
peals to those in the initial situation once they are conceived as single 
rational individuals prepared to gamble on the most abstract probabilis
tic reasoning in all cases" ( 1 66 ) .  Rawls calls into question the averaging 
utilitarian's premise that it is possible to make probabilistic calculations 
concerning the likelihood of ending up in the position of any one member 
of society, high or low, and believes that Harsanyi's entire position de
pends on such dubious probabilistic estimates ( 1 69 ) .  However, in devel
oping his parallel arguments-the one supporting his difference principle 
and the other repudiating Haranyi's average utilitarian ethic-Rawls 
found himself in a tight corner requiring intricate argument thrusts at not 
just Harsanyi but also decision theory generally. He notes that Harsanyi's 
equiprobability concept must ultimately rely on Laplace's principle of in
sufficient reason ( 1 6 8 -7 1  ). But not wanting to relinquish to mathemati
cians the responsibility for making moral j udgments, Rawls remarks that 

it may be surprising that the meaning of probability should arise as a prob
lem in moral philosophy, especially in the theory of justice. It is however, 
the inevitable consequence of the contract doctrine which conceives of 
moral philosophy as a part of the theory of rational choice. Considerations 
of probability are bound to enter in given the way in which the initial situ
ation is defined. The veil of ignorance leads directly to the problem of choice 
under uncertainty. ( 1 72)  

This passage is telling for three reasons. First, it acknowledges the tre
mendous epistemological force decision theory had come to have, even in 
moral philosophy, by the time Rawls constructed his theory. Second, it 
serves as an acknowledgment that to a large extent Rawls strove to be 
consistent with rational choice theory in designing his theory. Third, it in
dicates that, despite Rawls's reservations about using probability theory 
in conditions of unknown probabilities, he was well aware of how close 
philosophically his veil-of-ignorance approach was to Harsanyi's theory 
of average utility. In fact, given Rawls's admission of these three points, it 
is fair to ask why rational agents, in their state of " ignorance," would pre
fer the maximin criteria over Harsanyi's average utility principle. 

One key aspect of Rawls's argumentative strategy is that he navigates 
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around the features of decision theory with sufficient precision to assuage 
rational choice theorists, without conceding that the axioms for decision
making under uncertainty must have the final say over matters of j ustice. 55 
He accomplishes this by taking a stand on decision theory as it had de
veloped from von Neumann and Morgenstern's axioms based on objec
tive probabilities, and L. J. Savage's neo-Bayesian approach based on sub
j ective probabilities.56 He also takes a stand on the distinction between 
attitudes toward risk in which some individuals prefer taking chances 
over known probabilities of outcomes, and other situations of uncertainty 
in which individuals must reach a decision without being clear on the 
probabilities of outcomes. In Rawls's opinion, j ustice should not hang in 
the balance, dependent upon individuals' willingness to gamble; for him, 
the principles of j ustice should be independent from considerations of 
risk because behind the veil of ignorance individuals do not know what 
their attitudes toward gambling might be. Furthermore, he argues that the 
probabilities in question for j ustice must be those that have "an objective 
basis, that is, a basis in knowledge of particular facts. "  57 By relying only 
on objective probabilities to reach j udgments about justice, and by deem
ing irrelevant subjective attitudes toward risk, Rawls ensures that ex
pected utility theory of von Neumann and Morgenstern, or of Savage, is 
of little help ( 1 73 ) .  

A s  part o f  his argument for the maximin principle over the theory of 
average utility, Rawls questions whether it is possible to achieve any 
meaningful measure of utility across individuals by assuming a represen
tative individual. This is because the subjective perspective of each indi
vidual is so strong as to render it impossible to put "oneself in another's 
shoes" ( 1 7  4) .  He also urges his readers to consider the types of agree
ments it would be rational to reach in the original position behind the veil 
of ignorance. He stresses that "for an agreement to be valid, the parties 
must be able to honor it under all relevant and foreseeable circum
stances" ( 1 75 ) .  Here Rawls touches on a theme that would occupy the at
tention of rational choice theorists interested in social j ustice and consti
tutional design: How is compliance with the social contract guaranteed? 
Rawls anticipates the significance of this question and proposes the social 
covenant based on his difference principle, which he asserts will be the 
least taxing once one realizes, for example, that one's social position is 
that of a hourly paid laborer instead of an investment banker. Rawls be
lieves that by ensuring the welfare of the least advantaged of society's 
members it is more likely that individuals will honor their original com
mitment and that the society will enjoy greater stability. He argues that 
the principle of maximizing average utility falls short on these two counts: 
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it would permit a society in which there were ninety-nine free men and 
one slave because given the assessment of odds in the process of imper
sonally considering each individual's utility, it is possible that such an ar
rangement would best yield average utility. However, once one's condi
tion materialized into being that of a slave, the social organization may 
not seem so worthy of acquiescence or compliance.58 

Harsanyi and Rawls engaged in an active debate over the merits of 
their two approaches. Harsanyi wrote a long response to Rawls's Theory 
of]ustice, which was so closely followed by Rawls's defense of his max
imin principle that Harsanyi's postscript to his original critique applied to 
that defense. 59 With each repeatedly cross-referencing Arrow, the intense 
intellectual effort that went into assessing the fundamental principles and 
axioms of a rational choice theory of justice is readily apparent to read
ers of this exchange.60 In his essay " Can the Maximin Principle Serve as 
a Basis for Morality," Harsanyi granted to Rawls that the " only alterna
tive to using subjective probabilities, as required by Bayesian theory, 
would be to use a decision rule chosen from the maximin-principle ."  6 1  

But his argument against Rawls rests on two pillars. One is Arrow's ar
gument that, in most cases, Rawls's maximin principle and his own aver
age utility principle have the same social consequences ( 605 ) .  The other 
is that, where the two principles diverge, Rawls's leads to unpalatable de
cisionmaking. For example, in the case of two patients requiring heart 
surgery, the one at death's door and the least likely to survive the proce
dure would be operated on, while the one with a better prognosis would 
be passed over. 

Harsanyi adamantly defends his use of Bayesian theory, and of the von 
Neumann-Morgenstern expected utility axioms. He explains: "In my 
model, every person making a moral value j udgment will evaluate any in
stitutional arrangement in terms of the average utility level it yields for the 
individual members of the society, i.e., in terms of the arithmetic mean 
of these individuals' von Neumann-Morgenstern ( = vNM ) utility func
tions " (600) .  In case there is any doubt, Harsanyi goes on to clarify that 
" [t]his means that, under my theory, people's vNM utility functions enter 
into the very definition of j ustice and other moral values" ( ibid. ) .  He be
lieves that Rawls has misinterpreted the significance of the von Neu
mann-Morgenstern axioms because Rawls does not understand that, 
whereas expected utility theory is related to behavior under risk and un
certainty, its primary function is to express subjective importance of goals 
instead of attitudes toward risk. Harsanyi reaffirms his staunch defense of 
these axioms as a basis for moral philosophy, concluding that "vNM util
ity functions have a completely legitimate place in ethics because they ex-
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press the subjective importance people attach to their various needs and 
interests" ( ibid. ). Harsanyi's vindication of his argument is consistent 
with the rational choice approach to political theory: it attempts to reach 
normative conclusions from an objective starting point; it is committed to 
individuals' self-determined goals; it claims to be universally valid; and it 
relies on rationality defined as instrumental pursuit of goals. 

Harsanyi doubted that Rawls's theory of j ustice is fully consistent with 
the conclusions of rational choice theory because he believes that Rawls 
promotes a view of "a society where citizens and legislators are never mo
tivated by their own selfish interests" ( 603 ), contrary to what Anthony 
Downs had established in his Economic Theory of Democracy. Thus, he 
incriminates A Theory of Justice for being idealistic. Ultimately, Harsanyi 
mistrusts what he takes to be Rawls's moralizing and perfectionist ap
proach, fearing that it suggests that way of thinking responsible for the 
totalitarian threats in the mid-twentieth century. He concludes his review 
with the remark: 

One thing that all of us must have learned in the last fifty years is that we 
must never commit ourselves seriously to moral principles or political ide
ologies that are bound to lead to morally utterly wrong policies from time 
to time-however great the advantages of these principles or ideologies 
may be in terms of administrative convenience, easy of application, and 
readier understandability. ( 605) 

Harsanyi puts great stock in what he considers to be scientifically vindi
cated expected utility axioms as a source of moral philosophy that serves 
as a bulwark against dangerous political ideologies. That he accuses 
Rawls of potentially being on the wrong side of the divide illustrates how 
punctilious social scientists had become about defending their nonnor
mative method as a platform for building a stable society free of political 
ideologies. 

Arrow brings attention to other features of Rawls's system in his re
view of A Theory of Justice. He is most concerned with Rawls's use of pri
mary goods; his reliance on ordinal, interpersonally comparable well-be
ing to establish the maximin principle; and the epistemological problems 
potentially marring his "original position. " Arrow is extremely skeptical 
of the meaningfulness of any concept of utility of welfare that involves in
terpersonal comparisons. Furthermore, he argues that Rawls's attempt to 
use primary goods as an objective measure of welfare backfires, because 
in his view it, too, ultimately relies on interpersonal comparisons; more
over, in an extreme case considering only a single primary good, Rawls's 
maximin criteria does not differ from the sum of utilities approach of the 
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utilitarians. 62 As Harsanyi points out, Arrow mathematically proves that 
the two approaches are also equivalent in the case where a society's mem
bers in the original position are risk adverse.63 

Also like Harsanyi, Arrow is concerned that the epistemological im
plications of Rawls's original position have totalitarian consequences. He 
believes that the original position permits individuals the latitude to hold 
any view over religion and politics; therefore, it is possible that an indi
vidual may hold that, for example, "Catholicism is the true religion, that 
is part of the knowledge which all sensible people are supposed to have in 
the original position, and that it insists on it for the salvation of all man
kind . "  But, Arrow asks, "How could this be refuted ? "  and he argues: 

Indeed, j ust this sort of argument is raised by writers like [Herbert] Mar
cuse, not to mention any totalitarian state, and within wider limits any 
state. Only those who correctly understand the laws of society should be ai
lowed to express their political opinions. I feel I know that Marxism (or 
laissez-faire) is the truth, therefore, in the original position, I would have 
supported suppressing other positions. Even Rawls permits suppression of 
those who do not believe in freedom. 64 

Arrow asserts his own commitment to "very wide toleration," but ex
presses his doubt that Rawls's original position is sufficient to support it. 
Thus, with Harsanyi, Arrow is concerned that the ramifications of A The
ory of Justice may j ustify authoritarianism on the basis of superior in
sight. This worry that a social philosophy may embrace totalitarianism by 
incorporating idealistic elements inconsistent with methodological indi
vidualism and rational inquiry has been a consistent theme throughout 
the development of rational choice theory, and is evident in the writings 
of Arrow, Tullock and Buchanan, and Riker. It is reminiscent of Arrow's 
discussion in Social Choice and Individual Values of the idealism of 
Rousseau's general will, Kant's categorical imperative, and Marx's dictum 
"to each according to his ability, from each according to his need. "  65 
Rawls had specifically addressed Arrow's claim "that the assumption of 
unanimity is peculiar to the political philosophy of idealism," arguing 
that his philosophy of j ustice was not prone to this foible.66 Yet the sci
entifically minded rational choice theorists were not reassured by Rawls's 
assertion that his "two principles of j ustice provide an Archimedean point 
for appraising existing institutions," and that they "provide an indepen
dent standard for guiding the course of social change without invoking a 
perfectionist or organic conception of society." 67 

In his response to Arrow, and by extension to Harsanyi, in his 1 974 es
say "Some Reasons for the Maximin Criterion," Rawls accepts that atti-
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tudes toward risk may appropriately be admitted into a theory of justice, 
and argues that individuals faced with the task of hammering out the 
guiding principles of a society will be risk averse. In accepting risk-based 
argumentation as valid, he adopts Arrow's proof that classic utilitarians 
will be forced to adopt the maximin principle as "risk aversion increases 
without limit." 6� During the 1 970s, a consensus was reached among 
rational choice theorists that, as both Harsanyi and Arrow maintained, 
the maximin and average utility criteria were the two main contending 
principles for organizing social institutions with distributional conse
quences.69 In 1 977, Arrow wrote a milestone paper titled " Extended 
Sympathy and the Possibility of Social Choice," in which he came around 
to accepting that some degree of interpersonal comparison of utility, as re
quired by both Rawls and Harsanyi, is permissible. With this admission 
of Arrow, a leading figure in the rational choice community who had pre
viously barred any allowance for interpersonal comparison, various solu
tions to Arrow's impossibility theorem became possible. Edward Mc
Clennen, an astute participant in the unfolding discussions of social 
choice and justice, notes that with Arrow's acceptance of "extended sym
pathy" as a means of achieving valid interpersonal comparisons, solu
tions to the social choice problem came in two forms: Rawls' maximin 
criterion and Harsanyi's average utility criterion.70 Unfortunately, since 
both systems are derived from axiomatized arguments, there is no way to 
definitively resolve the debate between the two polar positions since each 
is based on different underlying assumptions. 

Rawls himself was tempted by the development of the social choice dis
cussion to harness Arrow's extended sympathy argument as a means by 
which to buttress his maximin principle.7 1 However, in the long run it 
seems that Rawls rejected not only the strategy of basing his argument on 
the fundamental axioms of rational choice theory, but also the entire ra
tional choice project as a worthwhile basis for a theory of j ustice. This 
change in his thinking was made clear in his crucial 1985  essay "Justice 
as Fairness: Political not Metaphysical. "  72 This essay opens the door for 
more fully exploring Rawls's consistency with the principle of rational 
egoism. Although having all along affirmed a Kantian constructivist ap
proach in his writings on justice, Rawls had also attempted to square his 
theory of justice with the premise of rational self-interest. But in articu
lating his commitment to Kantian moral philosophy in the 1 985 essay, he 
wrote "Thus it was an error in Theory [of Justice] ( and a very misleading 
one) to describe a theory of justice as part of the theory of rational 
choice. "  73 

Rawls's retraction of his earlier commitment to work within the pa-
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rameters of rational choice is a key moment in the intellectual history of 
the late-twentieth-century attempt to construct a universal, objective, in
dividualist, and rational political theory. It also provides a helpful point 
of departure for assessing what falls within the ambit of rational choice 
liberalism, and what lies beyond its bounds. Rawls overlapped with the 
rational choice community in his acceptance of universal principles, the 
necessity for objectively derived j udgments, and the importance of indi
viduals' self-determined ends. Up until his 1 985 recantation, it could also 
plausibly be argued that Rawls accepted the premise that individual citi
zens be considered self-interested rational actors, and that their decisions 
be consistent with rational choice theory. It was, however, reservations 
concerning his commitment to the concept of rational action that became 
the major cause of his break with rational choice theorists; Rawls hence
forth endorsed what he referred to as "the Reasonable" in addition to 
and prior to "the Rational ." He explained: "What I should have said is 
that the conception of justice as fairness uses an account of rational choice 
subject to reasonable conditions to characterize the deliberations of the 
parties as representatives of free and equal persons; and all of this within 
a political conception of justice, which is, of course, a moral concep
tion . "  74 For Rawls, then, rational choice theory fa lls short insofar as it is 
incapable of supplying the necessary normative ideas and principles es
sential to j ustice. He added, "There is no thought of trying to derive the 
content of justice within a framework that uses an idea of the rational as 
the sole normative idea."  75 

Rational choice theorists, already worried by the initial publication of 
A Theory of Justice, shunned Rawls's new step of incorporating into his 
theory a concept of human reason transcending purely instrumental and 
strategic rational self-interest. To further pursue the reasons behind this 
reaction requires delving more deeply into rational choice theory as a 
form of instrumental reason; one possible approach not explored by 
Rawls is to reexamine whether the fundamental axioms of rational choice 
can legitimately be said to conform to means-ends, scientifically vindi
cated reasoning.76 Rawls, however, removed himself from the mainstream 
discussion of rational choice, seeking a nonmetaphysical argument for his 
principles of j ustice that was not limited to merely instrumental reason. It 
is no accident that Rawls's rejection of rational choice as a point of de
parture for justice was accompanied by the assertion that his "conception 
of justice avoids certain philosophical and metaphysical claims." 77 

Rational choice theory is built on the premise that the fundamental ax
ioms of choice, including transitivity and the von Neumann-Morgen
stem axioms (or modifications thereof ) ,  are privileged because they rely 
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on scientific laws of cause and effect to ground each person's pursuit of 
her own goals. Hence, the value of rational choice theory is its ability to 
extend instrumental rationality to decisionmaking situations of uncer
tainty and strategic interactions. Human beings are accepted as they are 
and are not presumed to evince behavioral characteristics contrary to 
their personal preferences over ends; any normative assumptions intro
duce an idealism that may leave the door open to authoritarianism.n 
Thus, the rational actor will always pursue his advantage, however he 
defines it, no matter what the circumstances; concepts of duty and re
sponsibility are alien to the instrumental agent pursuing his goals. 

Rawls points up his differences with rational choice theorists by stat
ing that justice is captured by the "fundamental intuitive idea . . .  of soci
ety as a fair system of cooperation between free and equal persons. "  79 
This " fair system" comprises " the Reasonable,'' which he claims "pre
supposes and subordinates the Rational ."  80 Whereas "the Rational "  cor
responds exactly to rational choice theory, hinging on " rational advan
tage," " the Reasonable" introduces a new element of commitment on the 
part of a society's members: "if the participants in a practice accept its 
rules as fair, and so have no complaint to lodge against it, there arises a 
prima facie duty . . .  of the parties to each other to act in accordance with 
the practice when it falls upon them to comply." H l  

It is the Kantian constructivism underlying Rawls's assertion of  an in
dividual's duty to comply with agreements reached in the past that caused 
the irreparable rift between him and rational choice theorists. For Rawls 
it is crucial that parties entering into agreement by mutual consent would 
be moved, if not by rationality then by reason, to uphold their bargain, 
regardless of whether it suited them in particular instances encountered 
later: " [a]s with any moral duty, that of fair play implies a constraint on 
self-interest in particular cases; on occasion it enjoins conduct which a ra
tional egoist strictly defined would not decide upon."  82 It is fair to ob
serve that while for rational choice theorists it is axiomatic that rational 
individuals obey the law of transitivity and the axioms of expected utility 
theory, for Rawls it is axiomatic that reasonable persons will play by the 
rules to which they originally agreed. For Rawls, reasonable individuals 
by definition agree on a set of rules to organize their society, and subse
quently comply with them. The rational choice theorist, however, pre
supposes that whatever individuals may agree to at one point, they may 
later choose to breach when it suits their interests. As will be investigated 
further with respect to Russell Hardin's Morality within the Limits of 
Reason, David Gauthier's Morals by Agreement, and Ken Binmore's 
Game Theory and the Social Contract, it is this problem of compliance 
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counterbalanced against rational self-interest that has come to form a 
central focus for rational choice theories of politics. 

Amartya Sen's Paretian Liberal Paradox 

A crucial development in rational choice l iberalism was the attempt to ax
iomatically define the concept of " rights" within the social choice tradi
tion. This attempt was first made by Amartya Sen in his 1 970 essay "The 
Impossibility of a Paretian Liberal ."  83 With Sen's arrival on the scene of 
social choice theory, the theory can be said to have come full circle from 
Arrow's initial formulation of the social choice problem in dialogue with 
economists during the 1 930s and 1 940s. Sen, originally from West Ben
gal, India, took up graduate studies at Trinity College, Cambridge Uni
versity, where he studied economics with Maurice Dobb.84 Dobb, as will 
be recalled from chapter 2, was one of the economists to whom Arrow re
sponded in specifying that a social choice function must obviate the pos
sibility for ethical absolutism. 85 Dobb had expressed concern over the 
sanctity of consumer sovereignty, whereas Arrow had endorsed it in his 
notion of "citizens' sovereignty." 86 Dobb, who himself was not trained in 
the new set-theoretic language of social choice theory, encouraged Sen to 
pursue his interest in Arrow's impossibility theorem, even against the ad
vice of Joan Robinson and Piero Sraffa, who thought it a waste of time. 87 
Close observers of Sen's work report that " [i ]n many ways, Sen has spent 
his career trying to overcome the limitations imposed by the impossibil
ity theorem on economic theory and policy." 88 It is not possible here to 
do j ustice to Sen's contributions to the theories of social choice and wel
fare distribution, for which he was awarded the Nobel prize in econom
ics in 1 99 8 .  However, one of the remarkable features of Sen's work that 
should be noted is his indefatigable effort to further the understanding of 
social choice and collective welfare by working within the boundaries of 
the rational choice approach, while simultaneously presenting an unre
lenting critique of rational choice. 89 His entrance onto the field of social 
choice secured it international status. 

Sen's construction of the Paretian Liberal paradox resembles Arrow's 
impossibility theorem. Arrow's fundamental result pertains to a society of 
three or more members who must decide among three or more outcomes, 
and demonstrates that it is impossible to uphold five minimal decision 
conditions: universal domain, positive association of social and individ
ual values, independence of irrelevant alternatives, citizens' sovereignty, 
and nondictatorship (assuming that transitivity is upheld individually 
and collectively) .  Sen's paradox involves a society of two members-
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"Mr. Lewd" and " Mr. Prude"-who must make a collective social choice 
from among three outcomes; he demonstrates that it is impossible to obey 
three minimal requirements: universal domain, the Pareto condition, and 
a new condition referred to as minimal liberalism. The three possible out
comes are as follows: Mr. Prude reads Lady Chatterley 's Lover and 
Mr. Lewd does not ( outcome a); Mr. Lewd reads the book and Mr. Prude 
does not (outcome b); neither reads the book (outcome c). According to 
Sen, Mr. Prude's preferences are for c over a over b, because second to nei
ther reading the novel, he would rather read the book of questionable de
cency himself than let Mr. Lewd revel in it. Mr. Lewd's preferences are for 
a over b over c, because he would rather broaden Mr. Prude's horizons 
than read the book himself, and considers neither reading it least favor
able.90 However, given this arrangement of preferences permitted by uni
versal domain, then the Pareto criterion that a must be preferred to b by 
unanimous group preference collides with the rights of the individual to 
read what he wishes. Sen reasons that in making a choice between social 
state a and c, that is between only Mr. Prude reading the book or neither 
reading the book, according to the criterion of minimal liberalism per
mitting at least one private choice (affecting no one else and to be made 
by the affected individual),  Mr. Prude's choice must be decisive. There
fore, since he clearly prefers that no one read the book to his reading it, c 
is preferable to a. However, similarly in the case of making a choice be
tween social states b and c, that is between only Mr. Lewd reading the 
book or neither reading it, Mr. Lewd's choice must be decisive. Therefore, 
since he clearly prefers that he read the book to no one reading it, b is 
preferable c. This leads to the irrational collective outcome that, by the 
Pareto condition and in accordance with the condition of minimal liber
alism, a is preferred to b, b is preferred to c, and c is preferred to a. 9 1 

The crucial feature of Sen's paradox is the demonstration that indi
vidual rights are incompatible with collective welfare as defined by the 
Pareto criterion. Given the widespread enthusiasm for the Pareto condi
tion as a means of making any assessments of social welfare, this result 
appeared crippling for any hope of reconciling the two goals of pursuing 
social welfare and securing individuals' rights. There was, in response, an 
explosion of interest in tackling the formal relationship between rights 
and the Pareto principle.92 

The most telling reaction to Sen's paradox was initiated by Robert Sug
den, who became recognized by members of the pu blic choice community 
as the champion of rights versus collective rationality. Sugden's 1 983 ap
praisal of Sen's Paretian Liberal impossibility theorem is illuminating be
cause he links the paradox to the basic premises of social choice theory 
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extending back to Arrow's 1 95 1  Social Choice and Individual Values, I .  
M .  D. Little's 1 952 critique of Arrow's impossibility theorem, and Ar
row's eventual 1 967 restatement of the impossibility theorem in response 
to Little.93 In assessing the significance of the irreconcilable tension be
tween rights and Pareto optimality, Sugden challenges the entire social 
choice protocol for arriving at a decisionmaking procedure or a social 
choice. He capitalizes on Arrow's 1 967 admission that social choice the
ory is meant to be used as a way to help an impartial government official 
select social outcomes. 94 Given that the social choice procedure can there
fore lie in the hands of an arbitrary individual, Sugden argues that " (a]n 
'Arrow constitution' is a procedure used by a dictatorial decision-maker 
to form a value system." By this he means that an Arrovian social choice 
process reaches decisions above and beyond individual members of soci
ety. Just as Harsanyi and Arrow expressed concern lest Rawls's theory of 
j ustice result in authoritarianism, so Sugden concludes that " in Arr�w's 
social choice theory the existence of coercion is axiomatic." 95 

One way of making sense of Sugden's critique of the Paretian Liberal 
paradox is to focus on the concept of Pareto optimality, which as argued 
above had taken on a new connotation in the hands of social choice 
theorists.96 As originally worked out by Pareto, his idea of optimality im
plies that 

[ i l f  one . . .  [of various combinations of two commodities], say P, was pro
duced and distributed among a group of individuals, these persons could no 
doubt do some trading that would be mutually advantageous. That is, by 
free exchange, the satisfaction of some could be increased without decreas
ing that of others. When no further exchanges would be mutual ly advanta
geous, the group would have made the most of the possibilities, given com
bination P and its initial distribution.97 

The main point to notice in this definition of Pareto optimality is that in
dividuals voluntarily better their states by trading with others to obtain 
more desirable commodity bundles. In this criterion for assessing social 
welfare, individuals consider only their own commodity bundles, and do 
not hold preferences over end states concerning others. By contrast, the 
Pareto criterion formulated by Sen, characteristic of social choice litera
ture, pertains to individuals' preferences over the end state of each mem
ber of society. For Sen, the two rules defining the Pareto criterion are as 
follows: 

( a )  if everyone in the society is indifferent between two alternative social sit
uations x and y, then the society should be indifferent too; and (b) if at least 
one individual strictly prefers x to y, then the society should prefer x to y. 98 
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On the surface, it appears that Sen's Pareto criterion resembles Pareto op
timality; it further appears to amply protect individuals' rights under the 
proviso that if all but one member of a society are indifferent between two 
alternatives, and one individual has a strict preference for x over y, then 
Sen's principle requires that x will be selected, seemingly protecting the in
dividual's right to x. However, the difficulty with the Pareto criterion par
ticular to social choice is that it is not about two-way trades among indi
viduals, but instead involves each individual's preferences over all potential 
end states, even those differing only by outcomes affecting others. 

Sen's Paretian Liberal paradox is reached because in attempting to de
rive a social choice from the three alternatives "You read the book," "I  
read the book," "Neither reads the book," preferences over others' ac
tions are included as primary social data into the decision function. Thus, 
the decision procedure dutifully makes note of my preferences over your 
actions. Sen's paradox arises as a consequence of both Mr. Prude and 
Mr. Lewd agreeing that Prude's reading the book is superior to Lewd's 
reading it, hence by the Pareto principle, making the former superior to 
the latter. However, when the decision problem is considered to be one of 
individual rights, then obviously Mr. Lewd chooses to read the book, 
while Mr. Prude does not. The conflict arises from assuming that one in
dividual's preferences over another's actions in the domain of rights is rel
evant to reaching a collective decision; this basic assumption is inherent 
to the Pareto condition standard in social choice theory involving indi
viduals' preferences over everyone's end state.99 Many writers believe that 
rights should be given priority over a social welfare criterion even as min
imalist as the Pareto condition used in social choice theory. 1 00 Insofar as 
rights in some instances are felt to unconditionally trump social welfare, 
James Buchanan and other public choice theorists can be seen to reach a 
position close to Rawls's, who persistently argued that individual liberty 
must take precedence over any measures of social welfare. 

However, even in accepting the primacy of rights over the most mini
mal condition of social welfare captured by the Pareto criterion, the 
conflict characterized by the Paretian Liberal paradox cannot be dis
missed as inconsequential. Explaining away the source of the logical in
consistency does not detract from the fact that individuals' full use of 
their rights may, in some instances, even under unanimous agreement, 
result in a state less preferred. Furthermore, it is basic to social choice the
ory that individuals' preferences determine social outcomes independ
ently of who actually implements the decision. Perhaps the most signi
ficant outcome of Sen's paradox is that rational choice theorists across the 
spectrum have had to consider how rights are most appropriately repre-
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sented in axiomatic choice theory, and what emphasis to give to individ
ual rights versus collective social welfare. 1 0 1 

Second-Generation Rational Choice Liberalism: Hardin, 
Gauthier, Binmore, and McCiennen 

My discussion of rational choice liberalism now turns toward more recent 
formulations of a rational choice approach to politics that rest on the 
work of the early pioneers: Black, Arrow, Downs, Buchanan and Tullock, 
Riker, and Olson. Here the focus is on Russell Hardin, David Gauthier, 
Ken Binmore, and Edward McClennen. Each theorist is committed to the 
centrality of the concept of rational self-interest: that " the rational per
son . . .  seeks the greatest satisfaction of her own interests," and that 
reason is inseparable from " interest . . .  , advantage, benefit, preference, 
satisfaction, or individual utility." 1 02 Individualism remains a key com
ponent of analysis; " [a] person is conceived as an independent centre of 
activity, endeavoring to direct his capacities and resources to the fulfill
ment of his interests." 1 03 Binmore's vindication of individualism is more 
personal: "I see no reason to over-rule the j udgments of mature adults 
about their personal tastes. I certainly want nobody doing this to me."  104 

For Hardin, Gauthier, and Binmore, the rational choice approach is 
deemed to come as close to complete objectivity as is humanly possible, 
and "it is almost universally accepted and employed in the social sci
ences. " 1 05 Moreover, the methodological assumptions and processes of 
rational choice theory are thought to be universally applicable across 
epochs and civilizations: "The supposition that to conceive of a human 
being as a maximizer of expected utility is to conceive of him in a limited 
way, determined by the particular conditions of our own Western society, 
but neither generally applicable nor ideally appropriate, is mistaken."  106 
Other social schemes that do not begin with the basic assumption of ra
tional self-interest represent idealistic longings for utopia that can only 
miscarry. Thus, it is recommended: 

In responding to such utopian critics, the first step is to challenge their claim 
to the moral high ground by pointing out that you share their dislike of ob
jective fact that only second-best societies are consistent with what evolu
tion has made of human nature, but what we like or dislike is irrelevant to 
what is true. 1 "� 

Rational choice liberalism adopts decision theory and seeks to discover 
an objective and universally valid framework for social coordination un
der the assumption of the individual's rational self-interest. Hardin, Gau-
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thier, and Binmore each promote one such framework for social theory: 
progressive institutional utilitarianism, status quo contractarianism, and 
whiggish realism, respectively. 

Russell Hardin's 1982  text Collective Action is the natural successor to 
Mancur Olson's Logic of Collective Action. 1 08 Using precise marginalist 
calculations of what an individual stands to gain and lose from partici
pating in collective actions, Olson had demonstrated that it is irrational 
to cooperate to achieve common goals. Hardin endorses Olson's conclu
sion, while basing his analysis entirely on game theory. Hardin argues that 
all possible cases of collective action, whether involving a few or many 
people, can be analyzed using the " Prisoner's dilemma," developed by 
RAND researchers Merrill Flood and Melvin Dresher in 1 950. 109 The 
Prisoner's dilemma game usually is set up by assuming two individuals 
convicted of conspiring to commit a crime who have been imprisoned in 
isolation from each other and are given the same options: each person has 
the choice of either confessing his crimes or not, with four possible out
comes, depending on what course of action the other prisoner opts for. If 
both individuals choose to cooperate with the jailer, each confessing his 
participation, then each is sentenced to five years in prison. If neither in
dividual chooses to talk, then each will be sentenced to one year. How
ever, if one individual opts to confess, and the other does not, then so 
much the better for the confessor who walks away with no jail time, while 
his ex-partner is imprisoned for ten years. This scenario has received close 
attention from game theorists because of the apparent paradox that the 
seemingly mutually superior outcome of neither confessing, and both 
serving a one-year sentence, is universally regarded as an irrational course 
of action for either to take. 1 10 The reasoning is that from the perspective 
of each isolated individual, his  "payoff" is better if he confesses regard
less of the decision made by the other prisoner. Therefore, one can be cer
tain that if caught up in a Prisoner's dilemma situation with a game the
orist as one's fellow inmate, he will confess. 1 1 1 The paradox that both 
individuals end up worse off by this joint action is a consequence of both 
individuals serving five years rather than serving one; each person select
ing to maximize personal utility ends up in a suboptimal outcome, con
sidering the range of possibilities. 

Hardin finds the Prisoner's dilemma to be a superb tool for studying 
collective action because " it is evidently to [the J Individual's advantage to 
choose the strategy of not paying toward the purchase of the collective 
good," and therefore "no matter what [the] Collective does, [the] Indi
vidual is better off not [cooperating] . "  1 12 Thus, using game theory instead 
of marginal analysis, Hardin concurs with Olson that it is not rational for 
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the individual to participate in collective action, because the individual is 
always better off "free riding" on the efforts of others. Therefore, on the 
premise of self-interested reason, collective actions are doomed to fail. 

Hardin uses the Prisoner's dilemma to undertake an exhaustive analy
sis of all types of collective action problems- from small communities to 
anonymous populations, from single interactions to repeated interac
tions. He points to the irony that, despite his analysis, some of the promi
nent social movements of the 1 960s and 1 9 70s were successful, most 
significantly the civil rights movement. Thus, part of his work in Collec
tive Action is devoted to understanding why the application of the Pris
oner's dilemma analysis fails in some instances. Hardin concludes that 
successful col lective actions result as a consequence of one of three fea
tures. First, individuals may be ignorant as to their rational strategies of 
action, and therefore contribute as an error in judgment. Second, indi
viduals may believe in a Hegelian spirit of h istory, and therefore reevalu
ate their personal payoffs by interpreting participation in the collectivity 
as its own reward. Third, in settings that involve smaller communities and 
repeated interactions, or in which sanctions can be applied to social drop
outs, individuals' payoff assessments are altered to make it in each indi
vidual's best interest to cooperate. 1 1

3 

Hardin's Collective Action served as a springboard for his more com
prehensive exploration of social order in Morality within the Limits of 
Reason. 1 1 4  Here he argues for an institutional utilitarianism, which grows 
out of his finding that the Prisoner's dilemma characterizing large-scale 
collective action problems such as government can be solved through the 
application of sanctions. His approach is thoroughly utilitarian insofar as 
it holds that only the outcomes of actions are pertinent to assessing 
morality, social well-being, and effective government. His argument, true 
to a rational choice theorist, depends only on the assumption of rational 
self-interest. 

To frame his analysis, Hardin posits three societies of different sizes: 
two-party dyads, small groups, and large groups with social anonymity 
among members. He then considers which of three types of games from 
game theory are useful for his analysis: coordinating games, conflict 
games, and mixed games. In a coordination game, like choosing which 
side of the road to drive on, each person benefits, so according to Hardin, 
this class of social interactions is not a candidate for moral analysis. How
ever, both conflict games, in which one person's gain is another's loss, and 
mixed games, such as the Prisoner's dilemma, are key to moral and utili
tarian concerns. While Hardin discusses these two game types with re
spect to all three differently sized societies, the key two categories he dis-
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cusses are large-scale mixed strategy games and large-scale pure conflict 
situations, which Hardin argues are at the heart of the social contract and 
j ustice. He incorporates the possibility for ongoing, repeated interactions 
into his investigation. 

In Morality within the Limits of Reason, Hardin examines the mixed 
coordination and conflict game represented by the Prisoner's dilemma, 
and draws on the findings of his former analysis of collective action that 
the Prisoner's dilemma exemplifies large-scale collective action problems 
pertaining to government: "if not coerced by government, the [rational] 
citizen faces a severe problem of the logic of collective action" (46),  since 
it is in her self-interest not to cooperate. In his discussion of the problem 
of social cooperation, Hardin includes basic exchange transactions as 
typical of the Prisoner's dilemma so that even when individual anony
mous members of society transact business with each other, there is the 
constant possibility that one will " defect" and steal the other's goods, 
failing on her promise to follow through on the trade. For Hardin, the 
Prisoner's dilemma is ubiquitous in social interactions. His institutional 
utilitarian solution to this social cooperation dilemma is to impose exter
nal sanctions to motivate citizens' compliance, whether in honoring pri
vate contracts or paying taxes. 

Hardin holds that the issue of rights are best analyzed using the Pris
oner's dilemma because rights must be mutually binding in order for all 
parties to benefit. Recall that Sen's Paretian Liberal paradox introduces a 
quandary for the utilitarian theorist by demonstrating that an irreconcil
able tension exists between aggregate social welfare and individuals' 
rights. Hardin argues, like Harsanyi before him, that he can incorporate 
the consideration of rights into his utilitarian framework because the 
"point of traditional legal rights is to secure the aggregation of individual 
benefits" ( 8 1 ) . Rights pertain at the dyadic, group, and collective levels, 
and to the issues of privacy, exchange, and free speech. For Hardin, the 
core issue that Sen attempts to address in his Paretian Liberal paradox is 
not between general welfare and individual rights, but among "strategic 
interactions and severe l imits of reason and information that require that 
we create institutional devices to handle them" ( 1 1 1  ). Hardin proposes 
that the Paretian Liberal paradox is better perceived as a potential trade 
relation among two parties in which Mr. Prude promises to Mr. Lewd 
that he will read Lady Chatterley's Lover. In this reading of Sen's prob
lem, the focus shifts from an insuperable paradox to whether or not 
Mr. Prude will come through on his promise to read the what for him is 
a disturbing novel. Thus, for Hardin, rights issues such as Sen's ultimately 
" boil . . .  down to a specia l case of a more general logic of collective ac-

Consolidating Rational Choice Liberalism, 1 970 -2000 2 8 1  

tion" ( ibid . ) .  Thus, in the situation of individuals' rights, Hardin recom
mends the same institutional solution as before-that institutions apply 
a sanction structure to enforce rights. Oddly, with this proposal, his so
lution may best be thought of as an institutional enforcement of what 
Rousseau and Kant had proposed as a matter of individual voluntary 
commitment: "There is surely no paradox in the action of constraining 
our own actions in advance in order strategically to make ours a better 
world, considered from our own interests. "  1 1 5 

Hardin's large-scale collective action problem, represented by the 
mixed game form of the Prisoner's dilemma involving mutual benefit with 
the possibility for exploitation, maps well the traditional category of the 
enforcement of negative liberties. That is, how do we draw a line between 
an individual's rights and his encroachment on another's rights, as in the 
case of smoking tobacco, and how is the line enforced after it is drawn? 
His institutional solution provides a means of enforcing the social con
tract, but is ultimately in each individual's self-interest. Moreover, Hardin 
believes that such institutions have evolved socially to solve the problem 
that a precise, case-by-case adjudication of rights is impossible due to lim
its of human knowledge and reason. Thus, he suggests that institutions 
provide rule of thumb resolutions of rights that on average benefit all 
members of society. 

In our account thus far, Hardin has proceeded without requiring in
terpersonal comparisons of welfare, and he has not yet tackled the con
cern of distributive j ustice. In his analysis, distributive j ustice is best un
derstood as a game type of pure conflict because it involves beneficence, 
that is to say, wealthier individuals giving to less-advantaged individuals. 
Here Hardin is in the province of Rawls's primary goods, his maximin 
principle, and Harsanyi's average utility principle. Hardin acknowledges 
that within the rational choice approach to justice, without any interper
sonal comparison of utility or well-being, nothing can be said about re
distributive goals. However, he accepts that even a minimal standard for 
interpersonal comparisons is sufficient to motivate either Rawls's max
imin or Harsanyi's average utility criterion. Hardin does not find it fruit�ul to resort to a hypothetical original position for hammering out an 
tdeal constitution, instead arguing from present-day, real-world expecta
tions that the maximin rule is pertinent to a society with many worse-off 
people, whereas the average utility principle is pertinent to a society with 
few worse-off people. In either case, however, just as in the case of rights 
and the social contract, institutional sanctions are necessary to guarantee 
compliance with whichever rule is chosen. 

David Gauthier is a contractarian theorist who makes a case for en-
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lightened self-interest. Like Hardin and other rati�nal choice theoris�s, he 

endorses the view that rational individuals are selt-interested max1m1zers. 

Like James Buchanan, he looks to the status quo arrangement of society 

as the only meaningful ground for arriving at a social contract because It 

is the only realistic starting point. He rules out redistributional concerns 

as relevant to the social contract, because in his view, no one would agree 

to a contract in which he may end up bearing the cost of redistribution. 

Gauthier believes his approach to the social contract upholds the Western 

l iberal tradition by emphasizing individual freedom. In his central text 

Morals by Agreement, he observes: 

Moral relationships among the particip<mts in a co-operative venture for 

mutual advantage have a firm basis in the rationality of participants. And it 

has been plausible to represent the society that has emerged in western Eu

rope and America in recent centuries as such a venture. For Western soci

ety has discovered how to harness the efforts of the individual, workmg for 

his own good, in the cause of ever-increasing mutual benefit . 1 1 1' 

Given this view of Western society as an arrangement for mutual benefit 

based on the prospect for ever-increasing gains, Gauthier is emphatic that 

individuals who do not contribute to the net sum benefit should be over

looked when seeking the terms of the social contract: 

From a technology that made it possible for an ever-increasing proportion 

of persons to increase the average level of well-being, our society is passing 

to a technology, best exemplified by developments in medicine, that make 

possible an ever-increasing transfer of benefits to persons who decrease that 

average. Such persons are not party to the moral relationships grounded by 

a contractarian theory. ( 1 8 )  

Gauthier's morals by agreement only concern individuals capable o f  en

gaging in mutually beneficial exchange relationships. H is position is con

sistent with his unqualified reluctance to incorporate any notton ot mter

personal comparison of utility or welfare into his theory ( 63,  1 04) .  
. 

Gauthier upholds the free-market system as paradigmatic for ensunng 

individuals'  freedoms without imposing any moral constraints on their 

actions. Here he differs from Hardin, who suggests that even market 

transactions embody the uncompromising logic of the Prisoner's dilemma 

because each individual has the incentive to break his commitment to the 

bargain, and to steal from the other. For Gauthier, free-market society 

unproblematically expresses the ideal of impartial spectators sele
_
ctmg 

from an array of social forms; certainly, he argues, the " Ideal actor IS . .  · 

not a socialist" (261 ) . In  his analysis, the only potential difficulties re

quiring special attention in the social contract arise as well-known cases 
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of marke� failures yielding "externalities," or negative payoffs not ac
counted tor in anyone's incentive structure, and the provision of public 
goods falling afoul of the collective action problem. 

In order to address these failures of the free-market system, Gauthier 
seizes on the Prisoner's dilemma as the most fruitful tool of analysis:  How 
is it rational for a self-interested utility maximizer to cooperate socially 
when, as has been established as axiomatic among rational choice theo
rists, it is always in an individual's immediate self-interest to defect from 
cooperative ventures. Gauthier's answer is that a rational individual will 
carefully calculate her expected benefits versus concessions from coopera
tion, and will arrive at the principle of "maximax relative concession " 
which holds that " in any co-operative interaction, the rational joint str;t
egy is determined by a bargain among the co-operators in which each ad
vances his maximal claim and then offers a concession no greater in rela
tive magnitude than the minimax concession" ( 145 ) .  This principle 
isolates what rational bargainers will agree to because their expected mu
tual benefits outweigh their potential concessions. Since all bargainers are 
rational, he argues that each will agree on the identical strategy of action. 
Most importantly, each individual agrees in the original bargain to con
strain his behavior to reach better outcomes for each member. In this cni
cial argument, Gauthier dismantles von Neumann and Morgenstern's ex
pected utility theory, because a von Neumann -Morgenstern actor must 
necessarily defect in the Prisoner's dilemma ( 1 82 ) .  Instead, Gauthier sub
stitutes his own concept of "constrained maximization" to capture the 
idea that self-interested rational maximizers will  enter into agreements to 
constrain their own behavior in order to achieve superior m utually 
beneficial outcomes. Gauthier capitalizes on the circulating concept of 
"constrained maximization" introduced by the marginalist economists, 
but transforms it from constraint under a budget to rational self-constraint 
to achieve better ends in conjunction with other l ike agents ( 1 82 - 89 ) .  

Thus, under a typical Prisoner's dilemma analysis, individuals decide i t  
i s  in their self-interest to  cooperate if each stands to gain. People follow 
through on their agreement because it is ultimately in their self-interest. 
Given that Gauthier has assumed j ointly symmetrical actions on the part 
of his rational participants, he only has to worry about excluding those 
von Neumann-Morgenstern actors who have not yielded their under
standing of rational action to his. Such actors will be inclined to make 
false promises, to lie, and to cheat the system whenever it offers better ex
pected �enefits. Gauthier proposes two mechanisms for excluding those 
actors following their narrow self-interest: one is through signaling 
among enlightened rational actors so that they may recognize each other, 
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and cooperate accordingly; the other is to exclude cheaters from all social 
commerce. 

Although starting from the identical premise of rational self-interest, 
Hardin and Gauthier reach different conclusions about the most effective 
means of ordering society. Hardin solves the Prisoner's dilemma, which 
presents an obstacle to social order, by proposing institutionally applied 
external sanctions to achieve the desired and mutually beneficial behav
ioral results. Gauthier argues that it is rational for individuals to regulate 
their own maximizing behavior because "when we correctly understand 
how utility-maximization is identified with practical rationality, we see 
that morality is an essential part of maximization" ( 1 84) .  Enlightened 
self-interest pays off, and thus provides a rationale for social cooperation, 
given assurances of not conceding more than one stands to gain and of 
eliminating unenlightened von Neumann-Morgenstern actors from the 
group. 

The final rational choice liberal up for consideration, like Hardin and 
Gauthier, promotes a political agenda, though his is most accurately re
garded as reality-driven Whiggish reformism. Of the three, Ken Binmore 
is the most ambitious, entering into dialogue with nearly every rational 
choice theorist to date and, more fancifully, with the entire tradition of 
Western philosophy. His major contribution to rational choice liberalism 
is Game Theory and the Social Contract, comprising two volumes en
titled Playing Fair and just Playing. He has little patience for practically 
all his predecessors with the exception of John Rawls and John Harsanyi, 
for whom, despite what he considers to be their idealistic and utopian 
shortcomings, he evinces respect and even fondness. 

Binmore's two-volume work has three goals that together give it a vast 
scope: to be a rational choice primer, to engage other leading theorists in 
scholarly debate over nuances of rational choice theory, and to provide a 
comprehensive argument for his Whiggish reform position. Binmore pro
ceeds by inviting the reader to observe Adam and Eve in the Garden of 
Eden as they negotiate the terms of their marriage. While Adam and Eve 
are the primal protagonists in a Rawlsian original position, Binmore re
places God with Darwinian evolution, thus creating an anthropological 
state of primitive nature. Binmore then de-idealizes Rawls's position by 
incorporating such elements as the biological evolution of genes, the so
cial evolution of norms and customs, and the historical development of 
entrenched status quo arrangements that establish a de facto social con
tract. He thus creates a new, seemingly scientific argument for rational 
choice liberalism. 

Binmore deviates from other rational choice theorists in his umier-
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standing of rationality, locating it in consistency of action, either at the ge
netic or the individual level. For him, individuals and processes are ra
tional so long as they are consistent. 1 1 7 Evolution and society favor those 
who consistently survive, so rational self-interest is inherited as part of the 
process. In fact, for Binmore, individuals' preferences are most likely sup
plied to them as a function of biological and social evolution. Therefore, 
we are not surprised to read that while Eve desires to feed her starving 
children, Adam needs to buy a red Porsche with fully reclining seats. Both 
Adam and Eve "are to respond optimally to their genetic imperatives. " 
Adam's " ultimate aim is to get laid as often as possible, so that his genes 
can be spread far and wide ."  1 1 x 

The question arises as to what sort of society people might hope for 
given the lack of an omnipotent power to enforce those bargains that are 
made, and given their murky past countenancing all sorts of only now ap
parent social injustices. Binmore's response is an intricate argument that 
rests on expected utility theory, bargaining theory, Harsanyi-style in
terpersonal comparisons of utility, the concept of Pareto improvements, 
and game-theoretic equilibria . He argues that any social arrangements 
reached in primitive society involved extended sympathy, that is, placing 
oneself in another's shoes to determine if agreements were fair. What 
is considered "fair," of course, has differed throughout history and has 
resulted in various social arrangements. The chief feature of these ar
rangements is their stabil ity, which is "the prime need of a society" (500) .  
Stability signified that an "equilibrium" had been reached; this is not nec
essarily an optimal equilibrium, but is at least one that individuals had 
sufficient self-interest to participate in, given their ultimate worry of so
cial anarchy. 

Reasoning in the language of markets, Binmore concludes in just Play
ing that social evolution over time inevitably produces a surplus. Because 
this surplus is not accounted for as part of the equilibrium of the status 
quo, it becomes the subject of a modified social contract. It is here that 
Binmore's whiggish reformist inclinations come into play. He argues that 
in order to ensure social stability, people will agree to distribute this sur
plus in such a way that the least advantaged benefit. Thus, he endorses 
Rawls's maximin principle, although he claims to have removed from it 
any traces of Kantian idealism and to have deduced the principle purely 
from the scientific analysis of concerns about social stability. Like Rawls, 
Binmore argues that the maximin principle is attractive specifically be
cause it fosters social stability rather than breeding the anger and poten
tial revolutionary spirit of marginalized members of society. In consider
ing his version of the maximin principle as conducive to social stability, it 
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is key that it not be read as a redistributive principle, but only as a care
ful deployment of newly generated sources of social wealth that were pre
viously unaccounted for. Binmore's "whig proposal is that we select 
whichever of the Pareto-efficient contracts in our current feasible set is 
fairest according to current thinking" (506) .  He explains: 

My pragmatic suggestion is that we adapt the fairness norms that are in 
daily use for settling small-scale coordination problems to large-scale prob
lems of social reform. I argue that the underlying fairness algorithm was 
probably biologically fixed when we lived in anarchic hunter-gatherer com
munities, at which time any workable fairness understandings would nec
essarily have been self-enforcing. The structure of instinctive fairness intu
itions [that reflect maximin and not average utility ! is therefore wel l  suited 
for application to the problem of constitutional reform, where external en
forcement is absent by the very nature of the problem. (500) 

Binmore believes that an instinct for fairness has become part of the hu
man species biological endowment. He is a staunch believer in the power 
of scientific investigation and deductive logic to deliver sound social pol
icy recommendations. 

The second generation rational choice liberals reserve half a breath for 
extinguishing any remaining credibility that Marxism has as a social phi
losophy. 1 1 9 Binmore asserts, on the basis of his argument for an evolved 
standard of fairness, that "an authority governing on the socialist prin
ciples advocated by utopian levelers from John Ball to Karl Marx cannot 
avoid creating destabilizing resentment." 120 In his view, socialism sanc
tions an unrealistic deployment of resources to unworthy members of so
c iety, those who may need but who cannot contribute: " l h]ence the mis
ery and abuse endured by the aged who outlive their resources, by 
uncuddly animals, by evil-smelling and foul -mouthed street people, by 
friendless orphans and the mentally handicapped." 12 1 

Given this relentless attack on the Marxist philosophy by rational 
choice theorists who deem it irrational to gratuitously give up any ex
pected utility by entering into relations with others, it is worth briefly as
sessing the status of contemporary Marxist theory. Marxist philosophy 
may be said to have followed two different responses to the rational 
choice critique. One is to continue to assert that " [p Jositivist social sci
ence and analytical philosophy . . .  [are] prime instances of 'instrumental 
reason' " that Marxists have sought to subvert. 122 The other response is 
one recently taken by a small contingent of rational choice theorists seek
ing to reconstruct Marxism as a viable philosophy, or, perhaps more ac
curately, by a group of Marxist theorists seeking to harness rational 
choice. In either case, it is acknowledged there is a lack of consensus 
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among Marxists about the core of their position leading "many com
mentators to cons1der this a period of profound theoretical crisis within 
Marxism."  123 

The rational choice variant of Marxism, which since 1 986  has been re
fer�ed to by its practitioners as "analytical Marxism," emerged in the 
U�Ited States and Great Britain in the 1 970s. However, this group of the
ons�s 

.
has not yet �o produc� a coherent

. 
revised Marxist philosophy; one 

p�rtiCipant �otes [t]heoretJcally, there IS considerable disagreement over 
virtually all Issues within this group." 1 24 More significantly, in nurturing 
a 

.
new stran

_
d of �arxtst theory, they have entered into surprisingly little 

dtalogue With mamstream rational choice theorists. Another close ob
server of the fledgling movement reports: 

The elusiveness of RCM's [rational choice Marxism's] distinctive identity 
may have somethmg to do with a certain lack of critical self-awareness 
among its practitioners. They are remarkably insensitive to the history 
and context of 1deas 111 general, and to their own ideas in particular· and 
they have generally inclined to remain within a very narrow unive:se of 
debate. 125 

Startlingly, we are told, "RCMists, to judge by the extent of their mutu
ally self-confirming footnoting and the restricted range of controversy en
compassed by their writings, seem to talk largely to each other. " 126 Ana
lyti� Marxists have not responded, or even systematically catalogued, the 
maJor challenges to their position mounted by Mancur Olson, James 
Buchanan and Gor�on Tullock, Kenneth Arrow, and William Riker; they 
do no

.
t seem 

.
to not1ce that by and large rational choice theory has sys

:ematlcally d1sman
_
tled Marx's slogan " From each according to his abil

Ity, to each accordmg to his need. " However, as with the liberal project 
whose fate was la�ented by Joseph Schumpeter, Friedrick von Hayek, 
and Karl Popper, 1t may be possible to underestimate "the remarkable 
tendency of Western Marxism to renew itself, despite everything. " 127 

. 
To conclude th1s d1scussion of rational choice liberalism, I briefly con

stde� the work of Edward F. McClennen, who is constructing his own the
oretical framework analyzing individuals' potential for resolute commit
ment and thei� attitudes toward risk. 128 Like Binmore, McClennen has a 
sen�e of the wide-reaching significance of rational choice liberalism seen 
agamst the backdrop of earlier philosophical theories of social contract. 
He writes: 

It is unfashionable in this post-enlightenment age to speak of the enlight
enment Ideal of progress toward a more rational ordering of relations be
tween persons. In fact, however, economic approaches to the setting of pri-
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orities-the rational ordering of scarce resources to meet ordinary needs 
and desires, and the organization of human energies to pursue such mun
dane ends-has had an enormous impact on social and political relations 
in the modern world. 1 2" 

McClennen refers to the postmodern critique of knowledge and science 
waged in the "science wars" between natural scientists and humanists. 1 30 
For the most part, in a way that is difficult to explain except as the result 
of the McCarthy-era "cleansing" that served to align economics and po
litical science with the prerogatives of American capitalist democracy, the 
social sciences generally and rational choice theory specifically have not 
drawn the focus of this postmodern critique. As McClennen suggests, be
lief in instrumental rationality embedded in market practices utilizing re
sources to meet human needs and desires has become an entrenched prin
ciple of social life. Instrumental rationality, modified by game theory and 
expected utility theory to analyze how other individuals' actions can be 
incorporated as means into the strategic and uncertain pursuit of ends, 
has gained worldwide practical and theoretical assent. 

McClennen associates the rise of market practices as a way of con
ducting human affairs and the theoretical structure of instrumental rea
son with the erosion of traditional philosophical and religious meta
physics and morality. He observes: 

This [rational desire fulfillment] has led to the increasing erosion of the 
staying power of traditional ideologies. 

But with that erosion, as suggested above, the issue of justice as fairness, 
and the issue of the justification of inequalities, becomes all the more press
ing. It  is ironic (but then in its own way quite predictable) that the economic 
rationalization of relations has been accompanied by a sustained effort to 
marginalize considerations of fairness and (economic) equality. The liberal 
credo in recent years has involved an increasing stress on the deregu/,7tion 
of economic activity, and a cal l  to reduce redistrubutive measures, but it 
also does so in the face of the fact that the increasing acceptance of the "eco
nomic" approach creates the conditions under which these very issues can
not be so easily finessed. Ll J  

Binmore's description o f  this erosion i s  more graphic: "The market i s  . . .  
the final step in a process that first leaches out the moral content of a cul
ture and then erodes the autonomy of its citizens by shaping their per
sonal preferences." Ll2 Both rational choice theorists point to the power of 
markets and rationality to weaken traditional socially enforced value 
structures that once served to moderate individuals' behavior in order to 
generate prized equilibria : self-sustaining outcomes that form the bases of 
stable social order. 
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Confronted with the bare-bone reality of the human condition, postre
ligious men and women have lost the innocence that once led them to al
low morality plays of hellfire and brimstone to inform their actions. Once 
stripped of their innocence, people face an new coordination problem be
cause their earlier belief systems had effected socially coherent equilibria. 
The market, believed to require nothing other than minimalist means
ends reasoning, is thought to best mimic humanity's prehistorical condi
tion in which individuals learned to cooperate in response to the biologi
cal imperatives for individual survival. 1 33 Overlooked by many econo
mists, however, is the residual concern that even the market requires a 
basic level of normative consensus to prevent its succumbing to the ever
present temptation, as seen in the Prisoner's dilemma, to resort to theft. 
Given this composite situation, McClennen hopes that the erosion of tra
ditional worldviews will give increased urgency to the imperative to build 
a j ust society because social injustices are no longer obscured by tradition 
and defy rational explanation. The problem of creating a just society 
within the constraints of rationality has urgency because in McClennens's 
view only scientific reasoning can provide a sound basis for social philos
ophy and social order. 

According to the brave new world of rational choice liberalism, the 
findings of natural science and objective imperatives of means-ends ra
tionality counter Kantian and Marxist efforts to sustain idealist philoso
phy. Suggesting that the scientific objectivity of rational choice theory 
provides an antidote to fascism and communism, Binmore remarks: 

David Hurne was right to predict that superstition would survive for hun
dreds of years after his death, but how could be have anticipated that his 
own work would inspire Kant to invent a new package of superstitions? Or 
that the incoherent system of 1\Lux would move vast populations to engi
neer their own ruin? Or that the infantile rantings of the author of Mein 
Kamp{ would be capable of bringing the world to war? 1 14 

The liberal challenge, answered in various ways by Hardin, Gauthier, 
Buchanan, Binmore, and McClennen, has been to devise an organization 
for social coordination as a function of the "goals or ends espoused by the 
persons whose activities are to be regulated by those institutions ."  135 

It is worth briet1y reviewing how rational choice theory found success 
over more traditional social philosophies expressed by the phrases " love 
thy neighbor as thyself," " from each according to his ability, to each ac
cording to his need," and " act only on the maxim that you would at the 
same time will to be a universal law." Its ascendancy is primarily the re
sult of the strict assertion for itsel f of scientific objectivity while charging 
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its opponents with having unfounded normative and ideological assump
tions. Thus, whereas it is commonplace for rational choice findings them
selves to be used in normative and prescriptive contexts, this normative 
content is deemed to be justified by its having been derived from mini
malist assumptions. These assumptions, discussed at length above, are a 
thorough-going individualism upheld in the principle of citizens' sover
e ignty, the view that the natural world is objectively available and that so
cial scientific laws are universally applicable, and the norm that agents 
seek personal ends using means-ends reasoning in uncertain, and strate
gic environments. It has been argued above, with Rawls's Theory of Jus
tice serving as a central touchstone, that any trespass beyond the well
patrolled borders of scientific rationality necessarily results in the incrim
ination of the violator who has strayed into the territory of metaphysical 
idealism or ideology. Thus, rational choice liberalism puts forth theories 
explaining past developments of human society and proposes criteria 
that social policies must meet given the realities of human nature and 
evolution. 

To keep this intellectual project afloat, each of several key basic as-
sumptions must be defended. Thus, for social scientists using rational 
choice theory, much is at stake in defending expected utility theory and 
game theory as forms of scientifically vindicated, means-ends rationality. 
Similarly, the distinction between the objectivity of science and the ideo
logical or idealistic nature of alternative philosophies must be strictly up
held. Moreover, the individual as the source of personally relative calcu
lations of utility must be defended, even if it is no longer clear whether 
" individual self-interest" functions at the level of the gene, the "meme," 
the biological individual, or even the group. 1 36 

It remains to be seen how rational choice theorists wil l  meet the foun
dational challenges at the core of their discipline and to what extent their 
theory will continue to prosper as the nonideological support of capital
ist democracy. It also remains to be seen if the realism characteristic of ra
tional choice theory will  lead to a rational and j ust society as envisioned 
by McClennen, or whether it will underwrite injustices inherent in the 
stars quo as a corollary of the assumption that agents are self-interested 
rational actors. 

E P I L O G U E  

From the Panopticon to the 
Prisoner's Dilemma 

I N  The End of Ideology, Daniel Bell presents a powerful image of Amer
ica governed by the god of efficiency, best represented by Jeremy Ben
tham's Enlightenment-era Panopticon prison. Bentham's Panopticon was 
designed to be half prison, half factory, with a central observation deck 
to oversee the activities of its inhabitants. This system was organized ac
cording to an elaborate " calculus of incentives which, if administered in 
exact measures, would stimulate the individual to the correct degree of 
rectitude and work." 1 Over the ensuing two centuries of industrializa
tion, " efficiency engineers," most notably Frederick W. Taylor, designed 
means to increase workers' efficiency in production. Taylor, for instance, 
taught a laborer in his charge to more than double the amount of pig iron 
shoveled per day by precisely monitoring the shape of the shovel and the 
details of his motion. Industry hired other social engineers, including so
ciologists and psychologists, to extract optimal performance from work
ers. Key to this approach was the analysis of time, space, and motion, 
which were subsequently organized within a hierarchical order to achieve 
the well-defined end of efficient production. The calculus of least action, 
determining the path of lowest energy connecting two points in space, 
served as the model of efficiency engineering 

The Panopticon, which Bentham petitioned the British Parliament to 
construct, embodies an idealized central organization applicable to the 
crucial institutions of modern civilization. Human agents, now an exten
sion of inanimate bodies in motion, could be tasked to efficiently attain 
ends through vigilant observation and calculated application of incentives 
to motivate appropriate behavior. Whether in the military, schools, fac
tories, or prisons, individuals' behavior could be modified through tactics 
of surveillance and carefully measured corrective punishments. Within 
such institutions, the attainment of efficient action is a top-down process; 
managers dominate the hierarchy, and subjects comply with manage
ment's dictates in response to a system of incentives. It is telling that the 
same systems of surveillance and disciplinary tactics can be used to gov
ern hospitals, factories, and prisons. The god of efficiency, whose presence 
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is embodied in the central all-seeing eye, regulates human behavior in ac
cordance with the institutionalized goals of patient recovery, worker pro
ductivity, and criminal reform. The principle of least action that guides 
the utilitarian inclinations of Bentham also informs the marginal utility 
theory of William Stanley Jevons, Leon Walras, and Vilfredo Pareto, who 
use the norm of efficiency to " rationalize" individual behavior in order to 
specify equations of market exchange. 

Daniel Bell's essay addressing "The Cult of Efficiency in America " re
counts the early-twentieth-century American experiment with efficiency 
engineering, and documents the widespread extent to which the average 
worker's l ife had been transformed by the relentless attention given to 
time and motion. Frank Gilbreth, Charles Bedeaux, Elton Mayo, the Ford 
Company, U.S. Steel Corporation, Western Electric, and the Bell Tele
phone System were all committed to improving production through well
honed management techniques for optimizing employees' actions. How
ever, by 1 960, Bell observed cracks in the facade of the efficiency system 
caused by a new-found emphasis on consumption and leisure: "Success at 
one's job becomes less important than success in one's style of life." 2  
Though not using the phrase, Bell points to the dawning age of "con
sumers' sovereignty, '' in which individuals are characterized more by their 
leisure desires than by their employment, because the automation of pro
duction processes demand less of their physical effort. In Bell's analysis, 
the traditional discipline of work maintained a continuity with past val
ues that conveyed meaning to individuals' lives. "As homo faber, man 
could seek to master nature and to discipline himself. Work, said Freud, 
was the chief means of binding an individual to reality. " But with changes 
in work processes, the connection to those past values is fast becoming 
obsolete. Bell asks, "What will happen, then, when not only the worker 
but work itself is displaced by the machine ? " ·' 

The development of rational choice theory is often regarded as contin
uous with the efficiency calculus of the marginalist economists, and by ex
tension with the efficiency engineering governing familiar modern institu
tions. To see its evolution in this light, however, is mistaken. Rational 
choice theory supersedes the theoretical principles defining "efficiency" in 
engineering, in scientific management, and in economics as constrained 
maximization. It is an unprecedented system, informing human practices 
and governing them by an internal rationale built on basic logical prin
ciples. The most rudimentary of these principles-that individuals' pref
erences obey transitive orderings-has only a tenuous relationship with 
the means-ends rationality characterizing the older concept of efficiency 
that requires well-specified criterion for maximization such a psychic 
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pleasure. Because rational choice theory is highly abstract, the best way 
to appraise its break from the exclusive concern for " efficiency" is to con
sider what has become its central expression: the Prisoner's dilemma. 

Contrasting the Prisoner's dilemma with the Panopticon demonstrates 
that rational choice theory conj ures up a human world at odds with that 
of modern efficiency theorists. An inmate in a Panopticon is centrally ob
served and is subject to external p unitive measures that reform his ac
tions. The Prisoner's dilemma does not embody any such unified or hier
archical effort to achieve efficient outcomes. Instead it represents society 
as an individualist enterprise in which other agents are partners in a 
strategic game to achieve personal goals. One man's loss may well be an
other's gain, and at the end of the day the achievement of individual goals, 
even at the cost of collective impoverishment, is the only measure of " suc
cess." In this respect, the Prisoner's dilemma is wholly different from the 
Panopticon in form and function, and it signifies a practical shift away 
from the well-established assumption that efficiency is the organizing 
principle for modern social institutions. It is true that in factories, hospi
tals, schools, and prisons, efficiency formerly was pursued through cen
tralized surveillance, hierarchy, and disciplinary measures. But today, 
from a perspective of society structured in terms of the Prisoner's di
lemma, each person is seen to participate in a decentralized game in 
which efficient resource allocation is replaced by potentially suboptimal 
equilibrium of actors' strategies. 

It is impossible to map the concept of efficiency onto the Prisoner's di
lemma, just as it is to span the gap between orchestrated behavioral 
modification in the Panopticon and the lack of centralized control over in
dividuals' self-determined choices characterizing the Prisoner's dilemma. 
Efficiency is defined and esta blished in accordance with externally deter
mined criteria for constrained maximization; equilibrium outcomes in 
game-theoretic forms like the Prisoner's dilemma are a function of indi
viduals' intrinsic objectives. Yet, in  both cases, the standards of appropri
ate conduct or rational action derive from norms that provide the ration
ale for behavior. It is crucial to recognize that these two sets of norms of 
conduct are conceptually and mathematically distinct. 

Just as the Prisoner's dilemma represents a break with a social system 
o
_
f subordination and control established to achieve economic goals, so it 

�Ignifies a profound breach with the political discourse formerly animat
mg democratic republicanism. One way to appreciate the new point of de
Parture is to consider the Prisoner's dilemma in the context of George Or
well's 1 949 novel about totalitarian repression, Nineteen Eighty-Four.4 
The story is set in the fictional Oceania, a totalitarian state that is run in 
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accordance with the principles of total surveillance characteristic of the 
Panopticon. In Orwell's dramatic conclusion to the book, the main char
acter, Winston Smith, has been captured by Big Brother and stil l ,  after 
months of brutal torture, refuses to renounce his forbidden love for his 
paramour and confidante, Julia. His jailors then attach a cage to Win
ston's head that, when trap doors inside the cage are opened, would allow 
two starving rats to " bore into" Winston's face. Confronted with this vis
ceral threat, Winston finally submits, screaming, "Do it to Julia ! Do it to 
Julia ! "  s The implication of this ending is that Big Brother, by resorting t? 
ultimate terror, is able to utterly break Winston's spirit; the sign of thts 
surrender is his renunciation of his loyalty to his dearest friend. For Or
well ,  loyalty, love, and friendship are the most basic ingredients of civi
lization; they require no "reasons" and represent the antithesis to totali
tarian repression. Big Brother's victory is only complete when individuals 
relinquish their loyalty to their fellow man.6 In Nineteen Eighty-Four, 
Winston is almost superhuman in his ability to withstand physical tor
ture. In the end, though, his fragile humanity dictates that he surrender in 
the face of his deepest fears made manifest. 

To place the Prisoner's dilemma in this context, imagine a different 
ending in which Big Brother exploits that relentless logic to extract what 
he wants from Winston and Julia. Loyalty, trust, and commitment be
tween individuals present the greatest challenge to game theorists be
cause, in their view, the ever-present incentive for individuals to cheat on 
each other renders cooperation an unstable equilibrium. In our alterna
tive rational choice conclusion to Nineteen Eighty-Four, the jailer, whose 
goal is to rehabilitate the co-conspirators, informs Winston of the fol
lowing payoff matrix that guarantees Big Brother's preferred outcome rf 
Winston and Julia are self-interested rational actors: "If neither of you 
confess, you will both be summarily executed, taking your hatred of Big 
Brother with you to the grave intact. If you confess and Julia does not, 
then you will be banished from Oceania. However, if you do not confess 
and Julia does, then you will face the starving rats without recourse. If 
you both confess, then you each will be considered rehabilitated, and will 
become full members of the State."  

If Winston considers only h is  own fate, as  is  typical in  analyzing the 
outcome of a Prisoner's dilemma, then his preferences fall in the follow
ing order: leaving Oceania, being shot with his conscience intact, becom
ing an accepting member of Big Brother's totalitarian order, being eaten 
headfirst by rats. As the standard logic of the dilemma goes, Winston and 
Julia each stand to gain by confessing because not only does this poten
tially offer immediate freedom, but it also avoids incurring the risk that 
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the ot�er's loyalties
. 
may waver, resulting in excruciating death. If Julia and Wmston are rattonal actors, they will betray one other, even with the knowledge that if both retained their loyalty, each will be free of Big Brother. 

This alternative ending to Nineteen Eighty-Four brings into the foreground the question of loyalty and commitment to other individuals. A Prisoner's dilemma culmination to Big Brother's effort to crush Winston's spirit would be an unimaginable and startling conclusion to Nineteen Eighty-�our, because in the book, the loyalty of friendship is precisely what dtstmgmshes Winston and Julia's relationship from those sanctioned by th� totalitarian state. In Orwell 's novel, friendship and loyalty are the pnnCipal defenses against authoritarian repression; loyalty needs no reasons, and only fails in the face of the ultimate and most hideous forms of physical torture. In Nineteen Eighty-Four, friendship and love are the defining characteristics of humanity and are crucial for vibrant civilizati
.
on. Winston is ready to relinquish truth, that two plus two equals four, bet�re he reneges on his love for Julia; and, even then, it is only out of bwlogtcal weakness that his superlative fortitude is compromised.7  In  the world of  rational choice theory, betrayal in  the Prisoners' dilemma, which is thought to characterize many aspects of human relationships, is not j ust commonplace, but the rationally sanctioned norm. This complete transformation in political discourse and practice in a single generation, between World War II and the Cold War, is extraordinary. Orwell 's worst fear is that totalitarian regimes are able to force individuals to yield their loyalties, the basic substance of human existence because biological weakness ultimately undermines self-command in fac� exacting torture. In his view, a totalitarian regime can only exist if it �hwarts normal human concourse by breaking the human bonds sustainmg society. In contrast, during the Cold War rational choice theorists fea

.
red that individuals' freedom to determine their own ends might be restncted by an authoritarian government that assumed it knew what was best for everyone. For Orwell, the defense against totalitarianism is the nonquantifiable principle of fidelity; rational choice theorists base their hope for freedom on the principle of consumers' or citizens' sovereignty. Whtle for Orwell, the litmus test identifying a member of a totalitarian order is one who betrays his loyalties, for rational choice theorists, the litmus test for a rational choice liberal is one who defects when confronted ?Y a Prisoner's dilemma, and cheats in collective action scenarios unless tt is clearly in his interest to do otherwise. It is impossible to reconcile these
. 
two staunchly anticommunist positions that are equally opposed to totalitarianism yet contradict one another. 
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It may be objected that Orwell's Nineteen Eighty-Four is indeed a 
fictional concoction, that individuals subjected to a real-life Prisoner's di
lemma would defect out of self-interest and self-preservation. However, it 
turns out to be the case that people who have not been exposed to the 
logic of rational choice theory do not readily defect, even when paired 
with strangers. Similarly, in field tests of the pie-sharing Ultimatum game, 
actors often fail to express the behavior predicted by rational choice the
ory and do not press their advantage in order to acquire more pie for 
themselves.8 Rational choice theory as a conceptual tool cuts both ways: 
it claims to accept people as they are without censure, and proposes 
specific standards of rational behavior. Whereas Kenneth Arrow scrupu
lously adheres to the principle of citizens' sovereignty, most of his rational 
choice compatriots are quick to accept a narrow version of self-interest 
under which "accepting people as they are" requires accepting that they 
are focused on personal ends, and not the well-being of those around 
them. Hence, while presenting itself as nonnormative, rational choice the
ory both proposes logical tenets of rationality and assumes the presence 
in society of individual pursuit of self-interest. Both of these theoretical 
stances are normative. 

The promise of rational choice theory to construct a nonnormative and 
knowledge-accumulating social science has won it many adherents. Like
wise, it provided a critically important way to reconceptualize capitalist 
democracy during a time of concern over the stability of its theoretical 
foundation. In mapping out the social landscape in contour lines of ra
tional self-interest, rational choice theorists have at times been hegemonic 
in insisting that the rational choice approach is not only a valuable 
methodological tool for social science, but that it is the only cogent 
method for making progress. Its many contributions to social theory, es
pecially in situations where questions of self-interest dominate (such as in 
negotiation and coalition formation) should not make us deaf to the way 
the language of rational choice theory can sound like INGSOC in Ocea
nia: the state-condoned language of Big Brother that continually strikes 
words, and hence concepts, meanings, and practices, out of existence. To 
insist that human behavior be understood, even predicted, in terms of a 
well-ordered set of transitive preferences combined with strategic calcula
tions of how to maximize expected utility is to nullify modes of existence 
not structured around payoffs; love, sympathy, respect, duty, and valor 
fall by the wayside. Transitivity, completeness, and the axioms of expected 
utility theory become the defining characteristics of rationality whereas 
the dictum of treating individuals as ends in themselves has no basis in 
reason. 
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