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Short Abstract:

The dominant ethical stance in economic analysige&ally microeconomics, is grounded on
a reduction of human behaviour to its utility maksation dimension. We explore the concept
of utility which is central to economic analysisidawe investigate the significant semantic
shift that it has undergone from the “old” to thedern “Max U” approach. We show that both
the “old” and “new” concept of utility are expressiof some forms of reductionism, with the
modern version being a more radical reductionistis Treductionism reveals a deeper
reductionism that has replaced truth with the Ug@kt, utility maximisation)forgetting the
theoretical philosophical dimension of ethiesdsubjectivitywith individual's preferences. If
economic science is interpreted in the light oheaotetical philosophical perspective, it is
possible to articulate the ethical dimension thiotige manifold forms of welfare that it aims
to achieve, moving from the transcendental idethefrue good. This perspective allows to
recover the variougoals(gr. Skopo) that economic agents try to achieve (individsakial,
general welfare), but by carefully distinguishifgese goals from thend (gr. Telog that
enlivens intentionally the research. This tensmmards the ideal is precisely what is missing
in the “Max U” approach and, by virtue of it, it possible to grasp the limit of the specific
characterisation of the ideas of welfare (well-bgginthat serve as the referents of the
corresponding economic conceptions.

1. Introduction.

The dominant ethical stance in economic analysige@ally microeconomics, is grounded on
a reduction of the complex dynamics of human behawb its utility maximisation dimension,
that considers economic agents exclusively agyutilaximisers subject to constraints, leading
to the well-known paradigm oHomo OeconomicusVarious economists from diverse
perspectives as McCloskey (2016) and Hodgson (20@g investigated this “MaxU”
approach, which is predominant in economic analysigicising its reductionism. Since
economics textbooks, from the undergraduate toptstgraduate level are informed and
imbued by this approach, both scholars and studentsto identify economics with the logic
of theHomo Oeconomicuyslespite the criticisms that the model has undergo

Many authors have already criticised the shortcgsiof this model because of its
hyper-rationalism and constructivism (Hayek, 1960)ecause of the forgetfulness of the
fullness of the anthropological dimension of thenlam being (Sen & Williams, 1982). In this
article, however we do not aim to provide a fulliesv of all the critiques and the problems
that they have raised, but instead to indicate idogbphical criticism that looks at the
theoretical roots of reductionism in economics agpecific expression of a more general



reductionism that affects sciences, specificallsiacsciences. This consists in neglecting the
essential theoretical dimension of ethics, fromaliléconomics cannot be separated either on
the epistemological or on the ethical level, asaim to show by investigating a crucial
separation between ends and means that occurs einetonomic discourse and is
paradigmatically expressed in Robbins’s classi@%lZh. 2). Since the aim of this article is
to investigate this aspect by looking more spegifycat the impact of this reductionism in
economics theory and education, we will concentatéhe “Max U” model as it is presented
by some textbooks and the critiques thereof.

In the following sections, we will first presentse key features of the so-called model
of Homo Oeconomicuand the criticisms of this reductionist model asspnted by some
economists as McCloskey, Hodgson and Zamagni. Wehen point at a missing theoretical
element in this critique of economic reductionisamjch in our view lies at the heart of the
mainstream approach, and we will conclude by shoule implications of reductionism and
the role that subjectivity should have in revit@gseconomic analysis, if the latter is meant as
the study ohumanaction.

2. TheHomo Oeconomicus Model and its reception in current economics teadhg.

The Homo OeconomicugHO) model aims at explaining human behaviour otid
interactions in terms of the rational economic véta. The rationality of economic decision
is characterised in terms of its future directednesnsistency and self-centred motivation.
The latter characterisation encompasses both egaistl non-egoistic behaviour, provided
that economic behaviour can be modelled “as if” masing (Kliemt, 2013). This means that
the model indicates th&omo Oeconomicus behavingas if he were maximising a utility
function, but neither the value of this utility fetron nor the specific meaning of the concept
of utility have been subjected to sufficient samytias we will discuss next. Here we want to
highlight some main features of the model, in oreshow its predominance in economics
and economic textbooks and the criticisms that halready been raised against its
reductionism.

As pointed out by Melé and Gonzalez Canton (20t@) HO has its immediate sources
in John Stuart Mill and, to some extent, is trateab Adam Smith. We will not pursue here
the discussion of the historical antecedents aadahg-lasting debate on the so-call “Adam
Smith problem”, but we will be concerned with thefiding features of the model. However,
it is important to stress that Smith’s original isas of man’s economic behaviour both in his
Theory of Moral Sentimen{§ MS, 1759) andAn Inquiry into the Nature and Causes of the
Wealth of Nation§WN, 1776) was grounded on a philosophical antbiagy. Though we will
not enter into the discussion of whether it wasghme in the two works, the presence of an
elaborated philosophical anthropology should naiiigerestimated when this is compared to
the current view of HO, which — as we will see rd®to reduce human beings to automata.

Indeed, “self-love” plays a central role, not omythe famous and often-quoted sentence
concerning the “benevolence of the butcher, thevérer the baker” in the WN (1981, I ii,



2), but also in the TMS. As pointed out by Sen [@)9&is does not mean that self-love is the
only element characterising human behaviour. Indeethe TMS he claims that the human
being is able to show compassion for others ovemgiiine strictures of self-interest: “there
are evidently some principles in his nature, whidierest him in the fortune of others, and
render their happiness necessary to hinough he derives nothing to it except the pleasi
seeing it” (1982, 1, i, I, 1, italics added). Thgelf-interest is seen as an element that allows
promoting more effectively the social interest, mbeyond the individual’s intention.

This is reflected in the metaphor of the invisibénd: “he intends only his own gain, and
he is in this, as in many other cases, led byeisible hando promote arndwhich wasnot
part of his intentionNor is it always the worse for the society thalvas no part of itBy
pursuing his own interest he frequently promotes tth the society more effectually than when
he really intends to promote {1981: IV, ii, 9, italics added).

While “self-interest” and the “invisible hand” wetkought by Smith as elements of a
wider philosophical anthropology, with J. S. Mltily serve to characterise human behaviour
within a specific domain. Indeed, according to Mablitical economy is a specific discipline
that

“does not treat the whole of man’s nature as mediby the social state, nor of the whole
conduct of man in society. It is concerned with kitely as a being who desires to possess
wealth and who is capable of judging the comparativieaéy of means for obtaining that
end” (1844:V, 137, italics added).

And he goes on to say:

“It [political economy]makes entire abstraction of every other human passr motive
except those which may be regarded as perpetuatihganizing to thelesire of wealth
namely,aversion to labourand desire of the present enjoyment of costlylgehces.
These it takes, to a certain extent, into its datans, because these do not merely, like
other desires, occasionally conflict with the pitrefiwealth, but accompany it always as
a drag, or impediment, and are therefore inseparatded up in the consideration of it.”
(1844: Vv, 137, italics added).

Any science, as pointed out by Agazzi (2014), needect (“cut”) some aspects to form the
object of investigation, these aspect are essdatadgdfine the purpose and scope of a scientific
activity, because they indicate the perspectivenfrehich a scientist looks at the “thing” that
he is investigating, and Mill seems to point outiapecific conception of human being as
wealth maximiser, making abstraction of every otheman passion and motive. However,
while the domain of economic activity in Smith wastricted to how the human being, in its
entirety, with all his passions, virtues and vicésalt with some specific problems as the
division of labour, the subsistence goal, trade jamce determination, with Mill instead the
abstraction concerns some specific elements cleisioy the human being. Also, despite
being a “classical” economist, thus predating thbjectivist marginalist revolution, it is
possible to see that some subjective elements gn@eharacterisation of economic activity as



“desire”, “aversion”, “enjoyment”. Still in Millthe object of maximisation is an objective
element: “wealth?.

It is, however, with the marginalist revolution atite neoclassical school that the
abstraction of the HO model is fully defined to dwerise the object of the economist’s
investigation. The HO model which emerges fromrteeclassical approach is summarised by
Weintraub (2007) in three key elements:

1. People have rational preferences among outcomes;
2. Individuals maximise utility and firms maximipeofits;
3. People act independently on the basis of fudl r@tevant information.

More in detail, Gaus (2008, 19-27) provides a cdhmgecharacterisation and critique
of the defining features of the HO model in fivaits:

1) More is better than less;

2) Decreasing Marginal value;

3) Downward sloping demand curve;

4) Selfishness/Wealth maximisation/Non tuism;
5) Constrained Maximisation.

Various criticisms are raised by Gaus, as for exartifat the model is better understood
in terms of “goals” rather than “goods” satisfaation particular, “goals” should be seen as
“abstract aims, ends and states of being” (Gau8,280), otherwise the model would lead to
some inconsistencies. For example, “we do not teiaing a ten-pound steak is better than
eating a two-pound steak” (Gaus 2008, 20). Morestuttial shortcomings are investigated by
Gaus and others, but here we limit ourselves tacatiohg that the model that permeates
neoclassical economics is based on the assumptidiity maximisation subject to a resource
constraint

The identification between the “metaphor” of thenitn Oeconomicus and the utility
maximisation hypothesis has been pointed out aisa bmethodologically sophisticated
economist as Machlup. Indeed, after having defertiedlogical role of this postulate or
“fiction” as a premise in the hypothetic-deductsystem of economic theory, he says:

The fundamental assumption — whether it be regamdedconventional postulate, a useful
fiction, or a well-known fact of experience — of xiraising behaviour, that is, of utility-

maximising reactions of households and firms, ogmised as a useful and probably
indispensable part of the theoretical system ohenucs. This assumption has frequently

1 We tend to agree with Broome’s (1991) interpretatf Mill's concept of utility who says: “Mill is1ot using
‘utility’ as a synonym for ‘happiness™, though tteeis a debate on this point and Melé and Cantdahihstead
that Mill's utilitarianism rests on “the idea ofility understood as the object of human desiresityboils down

to well-being or, more generally, “happiness,” ursieod as pleasure or satisfaction” (Melé and Ga2@14,
12). We will return on the concept of utility, whids crucial in our analysis, but we will not intigate which of
Mill's interpretation is correct, since our aimtésdiscuss the philosophical aspect of the diffenaerpretations
of utility.



been hypostatized into the symbolic figure or ‘peed ideal type’, the Economic Man
(Machlup 1978, 301).

Modern textbooks take this view as “the” economppraach, not as the “neoclassical”
approach. If, for example, we consider a standaxtbbok as Begg et al. (2020), the authors
say: “We assume that the consumer is rational yimglthat she chooses the affordable bundle
that maximise her utility” (Begg et al. 2020, 8Bimilarly, Lipsey and Chrystal (2020)
synthetise “the” economic approach as one whereh'‘@adividual consumer seeks maximum
satisfaction, or well-being, or utility, as the cept is variously called. The consumer is
assumed to ‘maximize utility’ within the limits sy his or her available resources” (Lipsey
and Chrystal 2020, 25). Finally, we can refer atsankiw and Taylor (2020), who call this
approach the “Standard economic model” and theyigeahe following description:

When you walk into a shop or look to make a purel@sine, you are confronted with a
range of goods that you might buy. Of course, beegour financial resources are limited,
you cannot buy everything you want. The assumpsidhat you consider the prices of the
various goods being offered for sale and buy a kuoidgoods that, given your resources,
best suits your needs and desires. In other wgodsare behaving rationally. In economic
terminology, you are seeking to maximize your tytifubject to the constraint of a limited
income. This model is called the classical thedrgamsumer behaviour or trstandard
economic mod€ISEM) and is fundamentally based on an assumgtatrhumans behave
rationally when making consumption choices (Man&ivd Taylor 2020, 74).

This textbook, at least, devotes some few linea short section called Schools of Thought
(2020, 25-26) to clarify the main features of tremclassical approach, together with other
approaches (Feminist, Marxist and Austrian), defias such:

In analysing markets and outcomes, the neo-cldsgipaoach assumes that decisions are
based on rationality, that economic agents acbself-interest, and are autonomous. The
neo-classical approach models behaviour throught@ined optimization problems. This
means that it is assumed economic agents seekximira or minimize outcomes but are
subject to constraints. Individuals seek to max@mnitlity subject to the constraint of their
income; firms seek to minimize costs subject todbestraint of resources available and
the price of those resources (Mankiw and Taylo2@%).

However, apart from this comment, the authors domake it explicit that the “standard
economic model”, that is adopted in the textboothesneoclassical model. The same is true
also of the approach developed by the CORE Teail§2@ho claim to provide an alternative
pedagogical approach, but with regard to this $pegoint, they devote the entire Unit 3 to
the traditional utility maximising approach subjextonstraints, with no mention of this being
the “neoclassical” approach (the existence of attassical” school is mentioned only when
presenting some historical figures as Marshall igo®, later in the textbook). This short
selection of textbooks could be extended to thé wesgority of current textbooks where the
neoclassical approach is usually not even callethasclassical”, but just presented as “the
economic approach” and spelled out in the pagéseotextbook.

Utility maximisation subject to constraints has d&m@e so ingrained within the
discipline that it is easily identified with it ands we have seen, this is particularly evident at
the pedagogical level, through textbooks, whiclpare generations of new economists. Some
economists as McCloskey, Hodgson and Zamagni reated to this form of reductionism
pointing out at what is missing in it.



3. The Homo Oeconomicus Model and some critiques dafs reductionist approach:
McCloskey, Hodgson and Zamagni.

In a series of writings, McCloskey has maintairtest economics has neglected the humanities
in its investigations focusing exclusively on gqutative analyses. As she says: “economics has
ignored the humanities, such as philosophy andhtitee, theology and history, and the related
social sciences, too, such as cultural anthropolgy qualitative sociology — that is, it has
ignored the study of human meaning” (McCloskey 2021 Also, from an ethical point of
view, in its analysis of human behaviour, this @agh has neglected the variety of human
virtues focusing on “prudence only” (McCloskey 20@% Multiple forms of reductionism are
at work at the epistemological and ethical levehjcl tend to reduce human action to its
instrumental dimension.

In particular, McCloskey notices that “formal maxim-utility economics cannot
explain sweet talk, and the sweet talk matterstiyfeg2021, 12). The reduction of human
behaviour to the pure “Max U” approach has led toss of the communicative, discursive,
nature that characterises human interactions, wbaeistitute the essence of the economic
analysis. Human beings are conveying a meaningugfirodiscourse, dialogue and
conversation, instead “Max U doesn’t have to tdl021, 12). The very “rules of the game”
are the outcome of a conversation and they tooveanhd can change.

Utility maximisation as it is currently understoad economics “is not human
meaning”, since it takes individual's preferences @ranted and rests on a behaviourist
conception of the economic man. In other words, twisamissing in the traditional
Samuelsoniah(and Northian) “all constraints” approach is thatthuman beings have always
to do with human meaning, or we could also sayt adll become apparent in the following
sections, that human consciousness is inhereriiptional (teleological) and reflective.

We can add that “constraints” must be understoadcammunicated and when they
are grasped in their full philosophical meaningtipoint to that which transcends them.
Indeed, if by “constraint” we mean, philosophicatlye “limit”, then a limit has two sides, one
looking inwards and another outwards, and an avesienf the limit is only possible if that
which transcends it is grasped in its implicatiols.other words, “constraints” must be
understood as something that is never given as butlhey are in relation to the wider set of
available options, and even the “economic” conoéipportunity cost could help seeing this
point.

2 We do not enter into the discussion raised by Mskiy (2016) of whether “Samuelsonian” economicaldio
be a more appropriate definition of the maximigatié utility subject to constraints approach thardclassical”
economics. We think that McCloskey is right at pioig at other streams within the neoclassical sthedhe
Austrians, the Marshallians and to some extenttals®ost-Keynesians, but since these Schoolsjtaer known
by their name (Austrians and Post-Keynesian) oel@een absorbed into the general equilibrium fraonkwf
the neoclassical approach (the Marshallians), ke tfae two terms as synonyms.



Thus, McCloskey concludes that it is

Time therefore to cease believing that only a reacscientific and mechanistic
materialism governs the human world and to stameawledging that there is such a thing
as human, spontaneous action, what the theologialsfree will. Time to let the
humanities into economic science without abandoamgof the mathematics or statistics,
or at any rate the parts that make economic séhs€loskey 2021, 48).

McCloskey agrees with the hermeneutic approachdeddy Lachmann in economics, who
led the latter to criticise the “Max U” approachchase in the latter the individual is reduced
to some predefined behaviourist characteristicge(@i‘tastes”, “preferences”, psychological
traits). According to Lachmann the true “act of diinvhich informs all human action (and

thus, any economic activity) is reduced to a gisenof tastes:

From time to time neoclassical economists are@ffatint consumers' tastes, one of their
data, as a mark of their individualism. But on elomspection their individualism turns
out to be a pseudoindividualism. The individuakmsts them only in his capacity as a
possessor of given tastes, not as a possessanivfdacapable of probing and digesting
experience, of acquiring and diffusing knowledgadghmann 1976, 218).

This reductionism that affects economics at thetepiic level is also found at the ethical level,
though the distinction is not indicated in McClogk2016 and 2021). Indeed, the seven virtues
that characterise the classical (and also modemaieof) virtue ethics are reduced according
to McCloskey to only one of them: Prudence. Shices not only the standard neoclassical
(Samuelsonian) approach but also the modern néitutinalism a la Acemoglu and
Robinson. Indeed, she says:

Acemoglu and Robinson do not see that what failad thie new P-only [i.e., Prudence-
only], Max-U theory of the economics professionadt-institutions and stir. ‘The root
cause of the problen’, they conclude, was ‘extvacinstitutions’. On the contrary, the
root was ethical failure, in the presence of whichset of instituted incentives will work
well, and under which extraction will persist (McSkey 2016, 11)

It is the full set of virtues including the thretéological” virtues hope, love, faith as well as
the remaining three “cardinal” virtues temperammayrage and justice that define humans.
According to McCloskey instead, prudence charasgsrevery form of life or quasi-life from
bats to rats. We would like to add that while weeagwith McCloskey’s point, we should not
forget that prudence itself, as noted by Piepe6§)9cannot be reduced to the mechanic
activity of seeking to maximise utility or profit,involves a constant practice by the human
actor, which is rooted in the “phronesis” (Greekntdor “prudentia” in Latin, which derives
from “providentia”, i.e., looking forward, lookingpwards the future). It is an “intellectual”
virtue (“dianoetic” virtue, in the Aristotelian t@inology), not a moral virtue, which is
acquired through a constant study and experieh¢etHe capacity to reason about particular
cases concerning contingent questions to estalhsithe right thing to do is. This reasoning
is obtained through reflection and realised throdeliberation. Thus, it plays an essential role
with regard to the end (“telos”) which is humanuiiching (happiness or “eudaimonia”), and
it guides the other cardinal virtues thanks t@#pacity to coordinate individual and collective
interests.

“Max U” ethical reductionism is thus even more sas than McCloskey has pointed
out, since even the classical virtue of prudenae ardly be ascribed to self-conscious and



reflective human beings who are acting purposefaihd cannot be reduced to animal
behaviour or robots.

On the other hand, and from a different perspecfive, institutional economics),
Hodgson (2019) analyses the importance of Utiligxdihisation subject to constraints (“Max
U”) as a demarcation criterion between Orthodoxo@&ssical) Economics and Heterodox
Economics (in all its varieties). Hodgson firstyreatly, shows that even some critiques of the
neoclassical approach still assume the maximisyagiaas the centre of the analysis (e.g., the
Sraffian critique leaves the maximising agent appho‘intact” (Hodgson 2019, 26)) and that
this approach is not meant to favour one politidablogy over another (it served to justify
either a free market or an interventionist apprag&tidgson, 14)) and then clarifies his thesis:

Neoclassical economics always emphasized individnakntives. But it took a
guestionable view of what those incentives mean feow they could be modelled: it
assumed self-interest and utility maximization. Awagcessful assault on the neoclassical
citadel would have to criticize these assumptiargftlly, and not simply dismiss them
with vague labels such as ‘marginalism’ or ‘methodéaal individualism’ (Hodgson
2019, 27).

He claims that “rumours” or hopes held by some alsi@ler and Davis of the death of Max U
in the mainstream approach are largely exaggei@telddespite the fact that contemporary
economic theory has encapsulated some behaviocoalomics insights as well as some
psychological elements, they have been embeddddnwibte standard Max-U-subject-to-

constraints approach. This is actually what defitresorthodox (mainstream) approach and
any alternative should aim at questioning the wglief this central feature. Orthodox

economic, especially in the last decades, has droeey agile and resilient, it has included
insights from experimental economics (as the Nqile recognition to Vernon Smith and

Kahneman in 2002 proves) to psychological and hehsal economics (see the impact of
“nudge” theory and the Nobel prize award to Thale?017) or the experimental market design
approach (Roth was also awarded with a Nobel Pnizconomics in 2012). Many of these
approaches have been simplified and presentedomoetics textbooks (see for example the
above mentioned Begg et al. (2020)) and it is ehngiing to find a common denominator to
these different paths taken by economics in theglaarter of century, but as Hodgson notes:

Yet an obvious definition of orthodox economicsséi | suggest that it can be defined in
terms of the centrality of the assumption of wtilihaximizing agents with preference

functions, otherwise known as Max U. It is well knothat Max U derives from a version

of individualistic utilitarianism, inspired by theeminal work of Jeremy Bentham. This
postulate of maximization dovetails with the widesgl use of equilibrium analysis:

maximization occurs when an equilibrium is reacfiéddgson 2019, 78).

Even if Hodgson does not refer to Lachmann’s amglyghich we have quoted above, he seems
to point at a common “behaviourist” departure frisaoe subjectivism.

Even the rise of behavioural economics has notatisg Max U: the new behaviouralists
treat evidence that contradicts Max U models asatlens from strict maximization, due
to agent errors or to inadequate information (Hodg2019, 78).

This behaviourist feature is a central aspect ofleno economics which we will investigate
further in the next sections. What we want to strasthis stage, is that any understanding and
possible questioning of orthodox economic theoousdhnot be distracted by some ideological



attacks to the neoclassical approach, but showldsf@n what characterises it, despite the
variety of the many (sometimes even contrasting)liegtions of the main tenet. Both
McCloskey and Hodgson, starting from different perdives, have converged in highlighting
that “Max U” is the defining feature of the orthodtheory and they have also pointed out at
its reductionism. However, in Hodgson’s analysis ttheme of reductionism is not explicitly
thematised and is mentioned only with regard t@ds\s reduction of the complexity of human
psychology to utility maximisation in mathematieatms (Hodgson, 79).

Reductionism in the neoclassical economic apprascinstead, explicitly investigated by
Zamagni, who has provided a taxonomy of the variousis of reductionism in economic
thought. He has singled out four versions of redacm (Zmagni 2000, 197):

- relations among human beings are reduced taagetabf equivalents;
- economic rationality is reduced to rational clegic

- trust is reduced to reputation;

- the category of happiness is reduced to thatibtyu

The aim in Zamagni is “to enlarge the scope of eatin research” (Zamagni 2000,
198) by grounding economics on a richer anthroppkotd make the discipline more relevant
for the analysis of policy means and ends. The aauttarifies that the purpose of the
contribution is to present some key aspects inad fuly worked out” {bid.) way in order to
stimulate debate. In this spirit we want to conéirthis dialogue and concentrate on the last
form of reductionism pointed out by Zamagni (ithe category of happiness is reduced to that
of utility, on which one can also see Zamagni (9D®ile various recent approaches within
economics in recent years have tried to tacklether three aspects. Instead, the reduction of
happiness to utility is extremely relevant, espécid we agree with McCloskey's and
Hodgson’s identification of mainstream/neoclasgam#hodox economics with the “Max U”
approach.

Zamagni first notices that “it is a fact — oftemaged — that the early history of
economic science is characterised by the centrafithe happiness category. Economics is
essentially seen as the ‘science of happiness’ evifimsdamental target was to provide an
answer to the question, ‘what should | do to bepg@fi (Zamagni 2000, 203-204). Then, he
points at the reduction of the notion of happinteghkat of utility, which in his view has derailed
modern economics, since the marginalist revolutidns reductionism is identified with the
Homo Beckerianys‘a perfect specimen of social idiot, a subjectcempletely devoted to
rational pursuit of its own utility as to be unawdhat in order to do so it has to manipulate,
systematically and explicitly, other people’s bebavs and choices” (Zamagni 2000, 203).
What is missed due to this reduction, accordingdamagni, is that many social interactions
lack “instrumentality and are desirable only ash8ydid.). They are driven by a gratuitous
act as opposed to the manipulative and utilitalogic of theHomo Beckerianus

It is true that Zamagni does not refer to ll@mo Oeconomicusodel which we have
analysed but his critique is meant to address @apiteg method in economic analysis which
he has identified with the Beckerian method (alstictsed for its economic imperialism, i.e.,
the extension of the same method beyond the spiieenomics, “colonising” disciplines as
politics, laws, sociology etc.). However, the HO dah as we have seen above, does not



necessarily imply that the economic agent is uridedsas “selfish” or “lonely” or “unhappy”,
these are psychological characterisations thatezorspme specific human beings, but are not
traits that characterise the abstract model of H@&. HO, as defined in the model, enters into
mutual exchanges and takes others’ decisions odouat; it may be motivated by the desire
to leave a legacy to the future generation (akeriritertemporal generation model), and it may
reach a level of satisfaction (be “happy”), buisitstill constantly defined by a “Max U”
approach.

Instead, we think that the change of focus frompivass to utility, highlighted by
Zamagni, needs to be further investigated in iifopbphical dimensions, especially if utility
maximisation is seen as a defining feature of tleeailing orthodox approach, as indicated by
McCloskey and Hodgson.

4. The concept of utility and its transformation: fom means to end.

Despite playing a central role in economic theargt aconomic education in the last century,
the concept of utility has not been subjected @ shme scrutiny, from economists and
philosophers of economics, as other economic casc@guilibrium, welfare, rationality,
decision etc.). This is particularly striking sinb@dern economics cannot be fully understood
without a conceptual clarification of its meaningt following how the concept of utility has
evolved in the use that economists made of it nmpwssome of the implicit philosophical
underpinnings of the project of modern economiotie

Those who devoted themselves to the study of ecmsoimmefore the marginal
revolution, as noticed by Zamagni (2000), from Marato Verri, Genovesi, Quesnay, Hume
and Adam Smith either explicitly devoted their wookthe theme of “happiness” or intended
that the scope of economic activity was the achmeard of happiness at the collective level or
individual level. This is true also of utilitariaphilosophers as Bentham, who echoing
Beccaria’'s theses, claimed that the scope of huanton is to achieve “the greatest happiness
of the greatest number”.

Utilitarianism informed the early attempts to folima the economic method as in John Stuart
Mill and its main tenets can be summarised in thlesse elements (Welch 2018, 14195):

1) Individual well-being ought to be the end of mamation;

2) Each individual is to ‘count for one and no morarttone’;

3) The object of social action should be to promotedteatest happiness of the greatest
number.

In the same vein, though criticising Bentham’s hesim, John Stuart Mill in his classical
work, Utilitarianism (1861), makes it clear that “no reason can bergiwly the general
happiness is desirable except that each persdar a8 he believes it to be attainable, desires
his own happiness” (Mill, 44). And even in his autmraphy in which he acknowledges some
of the difficulties inherent to the direct attainmef happiness, Mill recognises that despite
not directly attainable, happiness still represémésultimate goal of life:



I never indeed varied in the conviction that happsis the test of all rules of conduct, and
the end of life. But | now thought that this endsvamly to be attained by not making it the
direct aim. Those only are happy (I thought) wheehtheir attention fixed on something
other than their own happiness: on the happinesstioérs, either individually or
collectively; on the improvement of mankind, eversome art or favorite pursuit followed
not as a means but as an ideal end. Aiming thesraething else, they find happiness by
the way (Mill 1873, 109).

As pointed by Welch (2018, 14198) “utilitarianisrashovertly triumphed in only one area of
what was once termed the moral sciences, namebnoetcs”. We will not follow the
development of utilitarianism in all its differeakpressions, neither in general as an ethical
theory nor its influence in economics, but we wimpoint out that both in the utilitarian
(Bentham, Mill) and non-utilitarian tradition thaegof economics was “happiness”, not utility.

The difference between the two concepts, “happiresd “utility”, has been lost in the
subsequent developments of economic theory andhifiehas rarely been thematised in its
philosophical implications. Among the few economigiiat have paid attention to this shift
there is Georgescu-Roegen, who has noticed thatriganing has shifted continuously”
(Georgescu-Roegen 1968, 236), while at the same playing an essential role in shedding
light on the crucial problem of value. The initimeaning was what we can define as an
“instrumental” one: usefulness. For Galiani, wiktas the “capacity of a thing to procure us
felicity” (ibid,) and for Bentham it was the “progig of an object, whereby it tends to produce
benefit, advantage, pleasure, good and happindsgd’)( However, Bentham was ambiguous
as pointed out by Gheorgescu-Roegen, in his uskeoferm, because he also spoke of the
“principle of utility” consisting in organising “soety so as to achieve ‘the greatest happiness
of the greatest number™ (ibid.). The same pointingestigated by Broome (1991) who,
departing from Georgescu-Roegen, considers thathBeris “principle of utility” is the
“principle that actions are to be judged by thesefulness in this sense: their tendency to
produce benefit, pleasure, good or happiness” ({Beod991, 1). According to Broome, Mill's
use of the term “utility” does not make it a synormus with happiness, though some passages
may seem ambiguous.

Despite Jevons’s acceptance of Benthamism in leefiof Political economy, it is with
Jevons, as noticed by both Georgescu-Roegen arahigrothat utility undergoes a radical
shift. It no longer represents the tendency of adgor object towards the achievement of
happiness, but it refers to the “good an objeatipces” (Broome 1991, 2). Thus, utility became
synonymous with “good”. While in Jevons and Marghak term could still be interpreted in
the “usefulness” sense, with Edgeworth’s work ()&8e new “utility-as-good” sense became
dominant, in particular when he refers to the tasthe unionist consisting in increasing the
“labourer’s utility” (Edgeworth 1881, 45).

This is the crucial point: the two meanings ofitytiare very different and they unvell
two different approaches to the underlying ethgtahce. In the first or “old” viewytility is a
means to an end.e., happinessin the second or “new” viewytility is the end itselfThe
modern approach further develops the latter, byieiting any relation to happiness or
pleasure as an “end” of the economic activity. Miorenally, we can state that the “old” view
maintains that if the bundle x is more useful thandle y to the attainment of an end z, e.g.,
happiness, then a (rational) consumer will prefever y: u(x) > u(y)— x > y. Instead,
according to the “new” view, preference and utiate interchangeable concepts, thus: u(x) >



u(y) « x >y, but this also means thattility” is no longer seen as instrumental to ameb
but an end in itself

We think that both approaches deserve a closetisgrbecause on the notion of utility
the entire edifice of modern economics rests, ahaee seen in the previous sections. By
breaking the means-ends relationship, however, piespective with which goods are
considered and, more generally, how the scopeasfanic activity is viewed change radically.

With Pareto first and Hicks later, this shift issevmore evident and becomes definitive
marking the path of modern economics as it is knamehtaught nowadays. It has already been
noticed by many that rationality in economics hasrbreduced to instrumental rationality (see
Gaus 2008, among many) but it is less well-knowratwtine end of this instrument is.
According to the classical economists, it was “haegs” that represented the scope of
economic activity. However, the way in which thencept of happiness was defined varied
considerably among economists and moral philosapheparticular utilitarian philosophers
who influenced enormously economics in the XIX cent By some of them, happiness was
identified with pleasure, by others with satisfanti wealth, well-being, altruistic sentiments
etc. Not necessarily they held a hedonistic viewagpiness, in fact Mill criticised Bentham
on this point, but they thought that happiness @¢dd reduced to a mental or psychological
state, and they thought that it could be measured.

This evolution of the concept of utility has beertlier defined and perfected in modern
economics, where utility stays for the “structufgomeferences”. As pointed out in a modern
mathematical treatment of the subject “a utilitpdtion is a summary of some aspects of a
given individual's tastes, or preferences, regaydime consumption of various bundles of
goods” Silberberg and Suen 2001, 254). At the begg) the early marginalists interpreted
the utility function as providing a cardinal measwof satisfaction, or utility, with Pareto and
Hicks, however, “the concept of utility agardinal measure of some inner level of satisfaction
was discarded. More importantly, though, economgssticularly Pareto, became aware that
no refutable implications of cardinality were dedle that were not also derivable from the
concept of utility as a strictlgrdinal index of preferences” (ibid.). Thus, the concdpitdity
in the modern usage is tantamount to individuaiskmg of alternative bundles.

This approach — and this is a point that we woildel o highlight since it plays a crucial
role in the development of economic theory — igrgilas towhy and for what aim/end
individuals are ranking bundlesThe underlying assumption is that individualsrgawith
themselves a set of behavioural connotations @apteferences) which need not be further
investigated.

This has been seen by many as an advancementafsomantific point of view, in that it
was devoid of any psychological or ethical connotet. For example, Irving Fisher in
discussing some possible substitutes for the camdeytility said that a word as “desirability”
would not be appropriate because it would carritithe same “ethical connotation” (Fisher
1918, 336) as utility. The same was true of Robhims Hicks. The latter for example said:

If one is a utilitarian in philosophy, one has afeet right to be a utilitarian in one's
economics. But if one is not (and few people ail@arians nowadays), one also has the
right to an economics free of utilitarian assumpsio[...] The quantitative concept of
utility is not necessary in order to explain manggeénomena. Therefore, on the principle
of Occam's razor, it is better to do without it.rRbis not, in practice, a matter of



indifference if a theory contains unnecessary iestitSuch entities are irrelevant to the
problem in hand, and their presence is likely teonive the vision (Hicks 1946, 18)

From these quotes, it is evident that the new geioer of economists, from Pareto to Hicks,
wanted to rescind any reference to the scope ofhuation, that is, the ethical dimension of
human behaviour. Instead, the behavioural conmotatf human beings are assumed as given,
but then, even if formally it is possible to pravet the two problems are equivalent, in the
modern approach the choice of the optimal bundlassumed away. When they make a choice
and select a bundle, individuals are optimisingegitheir subjective preferences and the
available resources. Individual’'s choice is selplaxing, it no longer rests on aim or scope
that would legitimate it.

As Samuelson said in his famous Foundations of &oonAnalysis:

The concept of utility may be said to have beereogoing throughout its entire history a
purging out of objectionable and sometimes unnecgg®nnotations. The result has been
a much less objectionable doctrine but also aiteesesting one (Samuelson 1947, 90).

In addition to this remark, Samuelson also poing¢dhe circular nature of the modern
interpretation of the concept of utility:

Thus, the consumer’s market behavior is explaineims of preferences, which are in
turn defined only by behavior. The result can vegsily be circular, and in many
formulations undoubtedly is. Often nothing morstated than the conclusion that people
behave as they behave, a theorem which has noieahpiplications, since it contains
no hypothesis and is consistent with all concewdi#havior, while refutable by none
(Samuelson 1947, 91-92).

It is true that Samuelson argues that the theamgtisneaningless in that it is a hypothesis that
places some testable “restrictions” on the demandtion, which “could be refuted or verified
under ideal observational conditions” (ibid.), krdaving aside some considerations that relate
to the general philosophy of science which with payphas questioned the criterion of
verification and then with the Duhem-Quine Thesas lgquestioned that of falsification, the
problem of circularity remains if the theory is dde explain consumers’ choices. In order to
choose a bundle, x, over another, y, the consusmmassumed to prefer x over y. Thus, no
explanation is provided, nor is it needed in thesyfework for why x is chosen over y.

Joan Robinson also famously accused “utility”, asduin the neoclassical theory, of
being circular, following a line of argument whishnot far from that advanced by Samuelson,
despite the differences between these two econ®mngh regard to utility theory and
neoclassical economics in general:

Utility is a metaphysical concept of impregnablecuoiarity; utility is the quality in
commodities that make individuals want to buy thanyg the fact that individuals want to
buy commodities shows that they have utility (Rabim 1962, 48)

but as noticed by Hodgson (2019, 28) she did nohgoh further in explaining this circularity.

We think that the problem with the concept of titjlin its modern usage, is not that it
is “metaphysical”, but that it is exactly the opjpesi.e., dogmatic, since a dogmatic,
reductionist conception of human being is assurmed never questioned (i.e., not legitimated
from a philosophical point of view).



In the next section we aim to show that a form exfuctionism is present in both
approaches to the concept of utility, the “old” ahd “new”, but in a different degree, i.e.,
moderate and radical.

5. The “old” concept of utility and the loss of thealethic dimension: a moderate
reductionism.

The classical approach can be considered as aadicat form of reductionism, indeed it
preserves a teleological or intentional conceptidmuman action. Human action is purposeful,
it transcends itself aspiring to an aim or end,olvhs identified with “happiness”. However, it
does not sufficiently thematise, from a philosophmoint of view, some economic categories

as “end”, “happiness”, “utility”, but it preservéise human actor as a conscious subject, who
acts purposefully.

The “end” is identified in turn with pleasure, séiction, wealth, i.e., with some
psychological or physiological aspects, which repre the scope of action. Its reductionism
consists precisely in reducing the end to a detetaiand measurable object. The end is no
longer seen as that which enlivens the searcmtatis and evokes it, but as a specific object
to be attained, and because of this it can alsodsesured.

However, if the end is reduced to an object, sihteseen differently by any scholar,
but also by any human being, there is a multiglioitinterpretations of the end. This conflict
has led first to discussions and debates amongguihers from a hedonistic approach to a
sentimental to a romantic and idealist one, buheadly it has led to abandon the search for
the “good” as the end and to pretend that econooootd do without these “metaphysical”
guestions. Hence the shift in the notion of “ugilitvhich from means (instrumental value) has
been transformed into the end. The “new” approawtead, need only assume, as we have
seen, a behaviourist conception of the mind, vithgubject’'s consciousness replaced by an
automaton, endowed from the start with some tastdgpreferences whose only aim is to rank
pairs of alternative bundles of goods.

The reductionism of the “classical” view is an eegsion of a deeper reductionism that
has replaced truth with a specific concept of thd er with the “useful’forgetting the
theoretical philosophical dimension of ethi@nly the latter can question whether that which
is considered “useful” isuly useful and how the end should be thought, witheddicing it to
a given, i.e., a determination, This lack of artratedimension has led to inevitable conflicts
between different viewpoints and eventually thenalomment of the teleological perspective,
which instead is essential to a comprehension ofdmuaction.

Though grounded in some specific ethical schoolditéwianism, virtue ethics,
hedonism) the prevailing conceptions of happinedsich are at the basis of the “old”
conception of utility, assume that ethics doesnesd a theoretical foundation. Indeed, what
is missing in both is thalethic dimension, that is, their legitimation in termstafth. This is
so because the different conceptualisations ofdneept of happiness are presupposed but not
legitimated as assumptions (i.e., they are justirasd, not legitimated). Why the end



(happiness, “eudaimonia”) should coincide with plea? Why with benevolence? Why with
satisfaction?

This approach has taken a dogmatic stance towmittissince it has hypostatised truth
and transformed it into a set of definite statermembrgetting that truth can never be
determined, for only truth can determine itselti@ed, whatever determination of truth one is
proposing, one could always ask whether it is a€'trdetermination). Instead, we maintain
thattruth as an ideatannot be taken out of the search, because thesearch without the
truth of that which is searched for: if one is s&arching for the truth of that which is
investigated, one is not searching at all.

Thus, ethics needs to be grounded omemtion of truthi.e., on a theoretical intention.
But this requires that an ethical investigation trius grounded on a reflective and critical
thought that is the only one capable of graspimglitnits of premises and assumptions, for
only this reflective thought is enlightened by thwareness that assumptions — precisely
because they are assumed, not legitimated — asg aathentic truths.

However, when we refer to thmtention of truth truth is not understood asgulative
ideal, which binds the search and indicates what thasmbr are we referring to a pretended
“revealed” truth be it by religion or science, last aconstitutive ideglthat is immanent to the
search, orientating and evoking it, and that cabealiminated without eliminating the search
itself. Search only “lives” within this search futh, but the latter cannot be defined without
denying the truth and, as a consequence, seaeth its

In the Proemiumto theProtrepticus Aristotle after telling Themison that “no one had
greater advantages for becoming a philosopheradegheat wealth so that he could afford to
spend money on philosophy, and had reputation 85 (&estotle 1952, Fr. 1, 27), later adds:
"seeing the misfortune of these men [i.e., those fallow the material wealth], we ought to
avoid it and to consider thaappiness depends not on having many possessioms libhe
condition of the soul...] if the soul has been disciplined such a mad such a soul is to be
called happy, not a man splendidly decked with iothtiegs but himself worthless” (Aristotle
1952, Fr. 3, 29, italics added). The relationshigtween philosophy and happiness
(“eudaimonia”) plays a central role in this and estiristotelian works. While there might
seem to be a contradiction between these two statisimwe think that Aristotle is perfectly
consistent since while he praises the material tiwéfait is aninstrumentto devoting oneself
to philosophy, he does not confuse these matdnjaktts with happines&@daimonia which
is not an extrinsic condition, which can be usetoilbegin a search for truth, but @utrinsic
or structural condition of the soul in search foth. The soul is truly happy only to the extent
that is entirely devoted to the search for truthg-absolutising” the specific objects that are
considered as the aim of the search.

To determine what happiness is, one cannot dowitreflective and critical thought,
i.e., the subject’'s consciousness. The latter,eddés not only knowing, but also a self-
awareness of knowing and knowing what knowing iBisTmeans that only by virtue of
consciousness it is possible to know that whiclplregss is, and also to know what is “useful”
towards that end.

If the transcendental subjectivity, in all its nigss as the subject’s self-consciousness,
is limited to its empirical dimension, which missi® reflective and critical side of the



transcendental consciousness, then a conflict leetwibe arbitrariness of the different
proposed ends arises. The “new” concept of utilég thought to dismiss this search altogether
and replace the dogmatism of the end with an evere rdogmatic philosophical approach
which hypostatises human being’s behavioural traits

Instead, only a transcendental conception, cerswednd the grounding value of
consciousness, can grasp the limits of the subreits finite constructions. Grasping the limits
and limitedness of consciousness is the resulh@fcaof consciousnesbat allows defining
the relationship that exists betwadantity anddifference This act questions the specific ends
that each time the subject purports to achieve iansh doing, it transcends them and allows
the dynamic activity of human beings.

6. The “new” concept of utility and the loss of thesubject: towards a radical reductionism.

The “old” concept of utility has shown its undergi reductionism in reducing the end to a
specific connotation of “happiness”, still presexyi however, a teleological conception of
human action, according to which the utility wasstrumental” to the end; the “new”
conception of utility, instead, transforms theitytiin the end of the economic activity, “utility”
becomes a synonymous with satisfaction, wherefrofiity maximisation” as a defining
feature of the orthodox neoclassical approach.

In the modern approach to utility, the utility fition represents the individual's
preferences. When these preferences satisfy carteoms, they can be represented as a utility
function, The “function” of this utility functionsi to assign a certain numerical value to the
individual's ranking of a pair of alternatives.

In this approach the human being is reduced tbélmvioural traits, which are taken
as given, and self-explanatory. This form of reduwgsm is more radical than the “old”
conceptions, because the human being is no lomgsidered as in search for an “end”. He is
only applying his given “tastes” and “preference#’.the latter are mediated through
consciousness, i.e., they are questioned and cebig¢he subject, then the same problem as
that with the “old” approach arises; if, howevearnsciousness is excluded altogether from the
ascription of specific tastes and preferences ¢airtdividual — as it seems to be the case in
modern economics —, then preferences are to bédewed as “inputs” that activate a process,
i.e., software. This explains the development ofl anterest, in the last decades, for
neuroeconomics, which is a natural consequencleofdductionist assumptions on human
behaviour. In Neuroeconomics as in cognitive s@ehe mind of the subject is reduced to its
brain, which represents the most radical form dictionism. In this approach, to understand
decisions and actions, one must start from thetstre: of the brain and the connection among
synapses.

It is no coincidence that the introduction of thésv conception occurs at the same time
in which behaviourism entered the philosophicataisse. As noticed by Kim: “Behaviorism
arose early in the twentieth century as a doctsmthe nature and methodology of psychology,
in reaction to what some psychologists took toHsesubjective and unscientific character of



introspectionist psychology” (Kim 2010, 60). And agaradigmatic exemplification of the
underlying philosophical approach, Kim quotes JWetson “who is considered the founder
of the behaviorist movement: ‘Psychology . . . ipusely objective experimental branch of
natural science. Its theoretical goal is the ptaslicand control of behavior” (ibid.).

The starting point of this method of investigatierclear: eliminating the study of the
mind, with its aspirations, intentions, ends anplaeing it with the study of what can be
observed. On the other hand, also the scope is degising a method that allows to control
and predict human behaviour. If accomplished, Wosild be the surest mark of a scientific
investigation, according to their supporters.

Behaviourism is thus perfectly aligned with a fopfradical naturalism, according to
which reality coincides with and is resolved enyiren the universe of perceptions and
sensations. In the specific way in which it hagesd economics, through the “utility function”
and the HO model, the image of man is that of agssor of information, as an artificial
intelligence or a robot. The human being is endoweth specific inputs (tastes and
preferences) and a specific processing prograrityunaximisation which is tantamount to
selecting the preferred bundle) which produceswaput (the “revealed” choice).

Classical cognitivism in philosophy of mind has rowved its framework from
Computer Sciences equating the mind to the softwér@ computer and the brain to the
hardware. As it happens in computer science, thawokghe principle of “multiple
implementation”, according to which the same sofevaan be implemented in multiple
hardwares, so it happens with the “Max U” and “esgntative agent” approach, adopted by
economists.

Even when the role of mind is rediscovered by atasgognitivism as Putnam (1975)
and others who develop some versions of functioodputationalism, the focus is on the role
played by internal variables (i.e., cognitive preses) to produce responses to external stimuli.
However, mental processes are interpreted as catmmal processes, that is, procedures that
are implemented in accordance with some rules, thashanical procedures. Therefore,
subjectivity, understood as a conscious self,dsiced to the mechanical processes only. This
reduction was later fully accomplished in the mod&lmaterialistic monism, adopted by
cognitive neurosciences. As a consequence, theidmatist reductionism of the classical or
“symbolic” cognitive model was replaced by the mialestic reductionism which has reduced
the mind entirely to the biological structure o thrain.

Thus, though, at the beginning, the marginalisbh&on and the neoclassical school
claimed that the individual was acquiring a cenasition in their methodological and
epistemological construction of economics, espicwilth regard to value determination, by
getting rid of the authentic subjective moment assliming individuals as endowed with given
preferences, they have opened the door toetmination of the subject from economic
analysis The self, with its consciousness and willingnessprogressively eliminated and
reductionism has become more and more radicalit®séed was present since the start, when
the subject was reduced to an object with giventspreferences and tastes).

When the enhancement of subjectivity is reducedh® enhancement of given
mechanisms, instincts, impulses, unconscious deste., the authentic subjectivity of
consciousness (i.e., self-consciousness) is mesddannot emerge. That which emerges is



the affective subconscious (impulses and desiwdsgh are studied by psychoanalysis, or the
cognitive subconscious, understood as mechanismafafmation processing, which are
studied by cognitive psychology and, more recermtbgnitive neurosciences.

However, this subjectivity is pseudo-subjectivitysince it is the subjectivity of the
automatonnot the subjectivity of consciousnesasich is grounded on the Socratic awareness
of the “knowing of not knowing” and crosses thettrg of philosophy from Augustine to
Descartes, Kant, Hegel and Husserl. Indeed, thedossubjectivity of modern individualism
while pretending to explain “value” starting fromdividual’'s preferences misses the most
essential element of the subject: self-awarenessThe subject no longer chooses a good
because it is aware (i.e., is conscious) of a peefee, but on the basis of biological, physical,
genetic conditionings, which determine its choitieus, the economist, in this new version of
the concept of utility, is no longer dealing withsabjectivity in act (i.e., the “act of
consciousness”), but with subjective states, wiziah never be translated into or converge
towards the authentic subjectivity. This is a medtal view of subjectivity, which by
objectifying the subject, denies it (as subject).

According to philosophical naturalism, reality @gposed by a unique type of entities,
those investigated by physics. Nonetheless thas iassumption, which is not questioned by
the approach itself, and if it would be questioreds it should be in a truly philosophical
inquiry —, it would be disproved by the criticaladysis which posits the object of thought on a
different plan with respect to the act of conscrass, which reflects on it.

However, when the mind is investigated with thesanethods that are used in natural
sciences, then the naturalisation of thethod inevitably leads to the naturalisation of the
objectof investigation, and eventually to the naturdimaof the subject of investigation. But
objectifying the subjeds a contradiction in that denies the essence of the subjectivitys a
paradoxical result for a school of thought (martigma) that claimed to place the subject at the
centre of economic analysis.

7. The Act of Consciousness and the Transcendent&dundations.

If subjectivity is to be preserved in its authemtimension, then the transcendental subject, and
its act of consciousnessiust be grasped in its condition of intelligityil{i.e., “transcendental”
condition) of the relationship between the emplrgabject and the object. The reflective
property of thought is its capability to “turn baock itself”, recognising itself in the various
determinations that are produced by thought.

The characteristic of thought is that it can reasgrts thoughtsnoemata because it
can recognise itself as thinkingoesi$ and it is by virtue of this reflective functiohat the
thought can recognise itself in the objects of tfduThis is a peculiar feature of thought:

3 We have further elaborated on this theme, with ntda the concept of “responsibility” in economigs,
lanulardo, Stella, De Angelis (2022).



indeed, thought is not immediately identical wikeif, but its identity is mediated through the
difference (i.e., the object of thought), whictatcepted by thought as an essential moment for
its constitution. Thanks to this reflective progethought appears not as a static unity, but as
a dynamic and active unity.

The act of thought objectivises itself in some #peconfigurations, which differ from
the act itself, as their subject. Thdgferenceis essential to the constitution of thought. It is
thus essential to correctly understanddheof consciousnesbecause on one hand it seems
to be a consequence of the process of differemiatie., its relationship to the difference, on
the other hand instead, it seems to be a precondifiit.

Thought requires language and discourse to be &sgulen a determined way, but on
the other hand, the act of thought, i.e., the tandental self-awareness, is not a consequence
of the process of differentiation but the uncomaigd condition that grounds it. This act of
thought (or, act of consciousness) expresses tpefy of thought of being self-conscious, its
self-awareness. Without this self-consciousnes$img could be present to the thought since
it could not recognise it as its own thought.

We are thus distinguishing farmal level, which takes place when consciousness
expresses itself through discourse, language, m@bogde, from d@ranscendentatlimension,
the “act of thought”, which overcomes its formapeassion, since it represents its condition.
The act of thought is the act by which consciousrggasps the limit of a determined being,
and in so doing, it transcends it. In this sensis, inconditioned, because it does not require
the determined being, but grasps the limit of #ieel, and more precisely, it represents the act
by which the determined thought transcends itself.

When we say that the determined being transcesdH, iall that we mean is that the
determined being recognises that it requires time¢is other from it (i.e., the difference) and
thus it is tied to it (i.e., it is conditioned, demined, by something else). On the other hand,
the act of consciousness, in its transcendentaksgmnasps the limit of the finite being and its
relative existence.

The act of thought that emerges beyond the objsetivforms of thought and allows
grasping their limit, as determined forms, is wivathave called thact of consciousnegsr,
act of thought). This act not only grasps the rélgtof the various forms, and in doing so it
transcends them, but this transcendence beyondettrminations (i.e., beyond itself as
empirical consciousness) characterises it as tefiethought.

8. Conclusion: renewing economics through a teleajecal transcendental ethics.

In his famous Presidential Address to the SoutBeonomic Association, significatively titled

“What should economists do?”, Buchanan, claimirag #tonomics should not deal with the
“logic of choice” and should replace it with theidy of human interactions (“catallactics”),
had pointed to an inherent paradox:



If the utility function of the choosing agent idlfjudefined in advance, choice becomes
purely mechanical. No "decision," as such, is neggljithere is no weighing of alternatives.
On the other hand, if the utility function is nohelly defined, choice becomes real, and
decisions become unpredictable mental eventskifow what | want, a computer can
make all of my choices for me. If | do not know whavant, no possible computer can
derive my utility function since it does not readlyist. But the distinction to be drawn here
is surely that about the knowledge of the utilimpétion (Buchanan 1964, 216-217).

The analysis of the behaviouristic reductionisnenemt to the “Max U” approach points in the
same direction highlighted by Buchanan, but thereiither paradox which is not highlighted
in Buchanan'’s article, which is the fact that while marginalist revolution has tried to recover
the role of the subject in the determination ofélRehange value, prices, equilibrium and other
economic categories, it has lost thehentic subjectivitywhich plays no role in the economic
process. Man is reduced to an automaton with naeddo thought, endowed with “inputs”
(tastes and preferences) that are applied anddled&in the decision taken by the individuals.

It is only if the economic analysis can go backihe fruitful exchange and cross-
fertilisation with the philosophical tradition, wdti marked its origins with Hume and Smith,
but also Menger and Wicksteed, that economic aisalgan recover its mission of
understanding human action (and interaction) inrithness. Philosophy, here, is not
understood, however, as a justification of prast@ed methodologies of economists, but in its
authentictranscendentatlimension, which allows the subject to question determination,
and ultimately itself, as an empirical consciousnes

On the other hand, if economic science (and itsl@wéc teaching which prepares
future scholars and practitioners) is understoodhm light of a philosophical theoretical
perspective, it is possible to articulate its eahdimension through the various forms of “good”
or “welfare” that it aims to achieve, moving frometranscendentaldea of therue good. It
is worth stressing that this idea is not defimgdnsionally(i.e., in terms of the properties that
connotate it), but onlyextensionally(i.e., in terms of the elements that instantid)e i
Nonetheless, it is only from the idea of “true vaedf” (or “true wellbeing”) that it is possible
to determine the manifold forms according to whioh idea of the good finds its expression.

This perspective allows to recover the varigoals(gr. Skopoj that economic agents
try to achieve (individual, social, general welfateut by carefully distinguishing these goals
from theend(gr. Telog that enlivensntentionallythe research. Thendis that universal good
— and not the general good —, which can never terrdaed once and for all, but that serves
as animmanent ideabf inquiry (search), which each time determines $pecific forms of
welfare (individual, social, general).

This tension towards the ideaby making the ideal immanent (i.e., present)he t
research, is precisely what is missing in thetatihn approach and that leads the latter to the
reductionism discussed previously.

In view of the implications for teaching ethicsgconomists, we think — as we hope to
have shown in the preceding sections — that theflotal role of philosophical ethics to
economics, understood as the science of humamacaonot consist in a series of normative
rules to be integrated as an aside to economitsaelks or as a mere set of ungrounded (since
they are not justified within those textbooks) miatamands which are treated in specific
chapters with no interaction with the basic posadaf the economic theory, as it happens



sometimes with topics as equality (usually limitedits distributive economic dimension),
sustainability (usually limited to its environmelndémension), diversity (usually limited to its
gender or ethnic dimension) etc.

Indeed, if the very ground starting from which tdmstruction of economic theory is
built rests upon a specific reductionist anthrogatal conception, then the integration of those
aspects, whiclper seare welcome, will be investigated along the linad using the tools of
the standard economic model, i.e., “Max U”, thell suffer from the same weaknesses as the
general approach. Worse, each of these specificagibsues will be studied only until and to
the extent that in a specific time they are “fashigle”. We think, instead, that philosophical
ethics can and should be studied for its uniquac#pto question the ungrounded assumptions
of economic theory, starting from its “utility mamisation” assumption. It is not simply that
the latter should be rejected and replaced withtremcset of unjustified assumptions, but it
must be shown why it is untenable from a philosoahpoint of view. Its inherent weakness
consists in the concept of “utility” that is beingaximised subject to constraints and this, in
turn, depends on theeglect of subjectivityThe subject cannot be reduced to an automaton
with given behavioural traits, but only as a subjacsearch for its self-fulfilment and self-
determination. This is thieanscendence of man a continuous tension towards tbeal, that
each time finds its realisation in specific achieeats and goals, which are then constantly
challenged and revised by the reflective consciessnprecisely because they never meet the
ideal that is always searched for.

Some recent trends seem to be moving in this direets theHumanomicsapproach
(see Smith and Wilson (2019) and McCloskey (20B)glpsMass Flourishing2013), Bruni
and Zamagni’ivil Economy(2016) approach, and others could be added that pa@inted
at the undelayable need to look at the economintagga human being in all its integrality.
Crespo (2017) provides an accurate and criticabwatcof some current trends in economics
where some future developments are highlightedsgiereshows that in various domains of
economics a philosophical perspectives can bdutlyiintegrated and add value to economic
theory: the concept of rationality (no longer coefil to instrumental rationality), the different
concepts of happiness (no longer limited to a sthtu interpreted a telos, as in the Aristotelian
Eudaimonia), the civil economy tradition, where thmarket is no longer seen as “an
instrumental tool but also as a practice with ienéwvalue” (Crespo 2017, 168). What seems
to emerge as a unifying theme of these recent petisps, according to Crespo — though he
also points at various ambiguities in the differapproaches — is that economics must resort
to “practical” rationality, “which is the use ofason to discover and decide the ends of human
action” (ibid., 169), but in order to achieve teonomic currents must “be ‘stripped’ from the
predominant materialist orientation” (ibid.). As welicated in the previous sections, we think
that it was precisely the replacement, at the essfteconomic analysis, of subjectivity (that is
always in search for human ends) with a predefigigdn automaton, with a set of given
preferences, that had led economics to miss theeatit human being that it wanted to
investigate in its dynamicity.

Still we think that the full contribution of thesad similar approaches can best be
appreciated only if thelynamic nature of the reality of the subject replaces shetic
behaviourist anthropology that underlies the cumesinstream economic theory. Any attempt
to build a more humane economics that accepts tassemptions is doomed to fail in
integrating the human being in all its fullness. the other hand, any attempt to build an



economic theory that neglects the dynamic natuseibjectivity is missing the defining cipher
of the subject matter of economics.

In conclusion, by criticising the reductionism tipgrmeates the different concepts of
utility that substantiate modern economics and @sop a teleological ethical perspective that
is alternative to the dominant utilitarian perspegtwe aim to start a fruitful interdisciplinary
dialogue in which economics, philosophy and telgial ethics enrich each other. However,
when we refer to the teleological ethics we inteémbt in the sense ofdogmatic teleological
ethics that pretends to determine the end (i.e., the ¢aod) to achieve, but as an awareness
of the necessity of d@ranscendental teleological ethicshat emerges as a determining
condition, but never definitely determined. It iregisely by virtue of this transcendental ethics,
centred around the grounding role of subjectivdglfcconsciousness), that it is possible to
grasp the limit of the specific characterisatiorirtef manifold ideas of welfare (or well-being)
that serve as the referents of the correspondiogagnic conceptions.

References

Agazzi, E. (20145cientific objectivity and its contextham: Springer.

Aristotle (1952)Select Fragmentsol. Xl of The works of Aristotle, translatedtcnEnglish under the
editorship of Sir David Ross. Oxford: Clarendond3re

Begg, D., Vernasca, G., Fischer, S., Dornbusch(2®20)Economics12th edition. Boston: McGraw
Hill.

Broome, J. (1991) “Utility” Economics and Philosophy, 1-12.
Bruni, L. and S. Zamagni, S. (2016jvil Economy Newcastle upon Tyne: Agenda Publishing.
Buchanan, J. M. (1964) What Should Economists 8a®thern Economic Journa0 (3), 213-222.

Crespo, R. F. (201 &conomics and other disciplines. Assessing newogcncurrents New York:
Routledge.

Edgeworth, F. Y. (1881yathematical Psychicd ondon: Kegan Paul.
Gaus G. F. (2008pn Philosophy, Politics and Economi&elmont (CA): Thomson Wadsworth.

Fisher, I. (1918) Is "Utility" the Most Suitable e for the Concept it is Used to Denofemerican
Economic Reviey8 (2), 335-337.

Georgescu-Roegen, N. (1968) “Utiltiy”. In Sills IR. and Merton R. K. (Eds.)nternational
Encyclopedia of Social Sciencesl. 16. New York: MacMillan and Free Press, 287

Hayek, F. (1960The constitution of libertyChicago: The University of Chicago Press.
Hicks, J. R. (1946Yalue and CapitalSecond Edition. Oxford: Clarendon Press.



Hodgson, G. M. (20195 there a future for Heterodox EconomiidSheltenham: Edward Elgar.

lanulardo, G., Stella, A., De Angelis, R. (2022)ddwering the dialogical dimension of corporate
responsibility: a transcendental approach to ecarsyrwith an application to the Circular Economy.
In Faldetta G., Mollona E., Pellegrini M. (EdPhilosophy and Business Ethics: Organizations, CSR
and Moral Practice Cham (CH): Palgrave, 535-567.

Kim, J. (2011)Philosophy of MindThird edition. Boulder (CO): Westview Press.

Kliemt, H. (2013) Homo Economicus, in: Byron Kaldigds.) Encyclopedia of Philosophy and the
Social Scienced/. 1, Los Angeles: Sage, pp. 430-432.

Lachmann, L. (1976) Austrian Economics in the Afjthe Neo-Ricardian Counterrevolution. In Dolan
(Ed.) The Foundations of Modern Austrian Economi€ansas: Sheed & Ward, Inc.

Lipsey, R., Chrystal, A. (202@conomics14" edition. Oxford: Oxford University Press.
Machlup, F. (1978Methodology of economics and other social scierdess York: Academic Press.
Mankiw, N. G. and M. P. Taylor (202@conomics5" edition. Andover (UK): Cengage.

McCloskey, D. N. (2006)The Bourgeois Virtues. Ethics for an Age of comme@hicago: The
University of Chicago Press.

McCloskey, D. N. (2016) Max U versus Humanomicgritique of neo-institutionalismlournal of
Institutional Economicsl2, 1, 1-27.

McCloskey, D. N. (2021Bettering Humanomics. A new and old approach tonenoc science
Chicago: The University of Chicago Press.

Melé, D. and C. Gonzéalez Canton (20Bman Foundations of Management: Understanding
the Homo Humanu®asingstoke: Palgrave.

Mill, J. S. (1844)Essays on some unsettled questions of politicai@og London: John W.
Parker, West Strand.

Mill, J. S. (1957 [1861]Utilitarianism. New York: Bobbs Merrill.

Mill, J. S. (1989 [1873])Autobiography.Edited with an Introduction by J. M. Robson. Londo
Penguin.

Phelps, E. (2013)Mass Flourishing: How Grassroots Innovation Creatdobs, Challenge, and
Change Princeton: Princeton University Press.

Pieper, J. (1966Yhe four cardinal virtues. Prudence, justice, fludie, temperanceNotre Dame
(Indiana): The University of Notre Dame Press.

Putnam, H. (1976Philosophical Papers. Vol. II: Mind, Language aRdality Cambridge: Cambridge
University Press.

Robbins, L. (1984 [1935kn essay on the nature and significance of econsance Second edition.
New York: New York University Press.

Robinson, J. (1964 [1962FHconomic PhilosophyHarmondsworth: Penguin Books.

Samuelson, P. A. (194 Foundations of economic analysiSambridge (MA): Harvard University
Press.

Sen, A. (1987Dn ethics and economio®xford: Blackwell Publishing.



Sen, A., Williams, B. (1982) “Introduction”. In Séx, Williams B. (Eds.Utilitarianism and Beyond
Cambridge: Cambridge University Press.

Silberberg, E., Suen, W. (200The structure of economics. A mathematical analydigrd edition.
Boston: McGraw Hill.

Smith, A. (1981 [1776]An Inquiry into the Nature and Causes of the WealltNations Indianapolis:
Liberty Fund.

Smith, A. (1982 [1759]Fhe Theory of Moral Sentimentadianapolis: Liberty Fund.

Smith, V., Wilson, b. (2019Humanomics: Moral Sentiments and the Wealth ofddatfor the Twenty-
First Century Cambridge: Cambridge University Press.

The CORE Team, (202Ihe economy. Economics in a changing woBsaford: Oxford University
Press.

Weintraub, E. R. (2007) ‘Neoclassical Economicg’,The Concise Encyclopedia of Economics
Available at:http://www.econlib.org/library/Enc1/Neoclassicalégbomics.html

Welch, C. (2018) Utilitarianism. In VV. AAThe New Palgrave Dictionary of Economi&' ed.,
Palgrave.

Zamagni, S. (2000) Economic reductionism as a amok to the analysis of structural change: scaltere
notes.Structural Change and Economic Dynamit$, 197-208.

Zamagni, S. (2006) Happiness and IndividualismeAndifficult union. In L. Bruni, P.L. Porta (Eds.)
Economics and Happiness. Framing the analy®idord: Oxford University Press, 303-335.

Acknowledgements:

We wish to thank Professor Stefano Zamagni, ProféR&ardo Crespo and Professor John Maloney
for having read the manuscript and having providedouraging and invaluable comments. We take
sole responsibility for the content of this article



