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ABSTRACT

The authenticity and validity of the rational choice theory has been a contention of debate since
the beginning of its conception in the eighteenth century. A lot has been discussed with regard to
its origins — whether it is embedded in the philosophical or not — and its application (or
perhaps neglect) to accurately infer theories and postulations. With the onset of the global
Pandemic, these debates have further been fuelled. This research, with this exact intent in mind,
reassess and reevaluates the philosophical origins of the theory, and its contemporary-day
applications. To carry out this study, the background of the theory was revisited, and this
background was discussed against the backdrop of critically re-approaching the theory, and its
novel tenets.
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Introduction

Introduced in the eighteenth century by philosopher and political economist Adam Smith, the
rational choice theory is based on the tenet of human tendency — the notion that individuals are
not guided by irrational buying habits driven by unconscious, environmental influences, but
instead, these decisions are a result of rational considerations, and the weighing of benefits and
risks that is associated with that purchase (Online MSW Programs, 2022). Although the rational
choice theory’s practicalities are embedded in economic conceptualisations, its theoretical
explorations that assess an individual’s rationality of choices and decisions are deeply impacted
by the theory’s philosophical evaluation (Ogu, 2013). These decisions are inherently driven by
individualistic notions of benefits and risk, and therefore, have long been understood to be
entangled with the philosophical.
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Although the rational choice theory has for long informed economics and other disciplines of its
conception of decision-making in the standardised economy, the onset of the global Pandemic
has altered market-structures altogether, and therefore, the decisions that are made in the
contemporary market-structure. The COVID-19 pandemic constrained the salaries of many, and
imposed lockdowns and social-distancing rules and regulations, essentially shifting people’s
shopping ecosystems from in-person to online. With this change in market structure, criticism
surrounding the rational choice theory, especially with respect to its philosophical origins has
become all the more consequential to debate. This specific motivation has sparked the intent
behind this research, which will embark upon the convoluted task of revisiting and reassessing
the rational choice theory in the twenty-first century, against the backdrop of the global
Pandemic. Further, it will also critique its philosophical origins against this background, arguing
the study of renewed understandings of the rational choice theory.

Background

Rational choice theory, whether existing in its inherent, economic realm, or expanding to other
social science disciplines such as sociology and criminology, consists broadly of two
components: an individual in a decision-making situation recognises alternate options to the
choice that is being made, and that the individual, identifying these possible substitutes, further
recognises these substitutes’ consequences (such as price, pleasure derived from the choice, et
cetera) (Burns and Roszkowska, 2016). These components are based on the spirit of rationality,
and further emboldened by the self-interest of the concerned individual. Although these
components are traditionally used in the economic sphere to understand why and how certain
decisions are taken — with regard to purchasing — its multidisciplinary implications have carved
the way to understand why criminals behave the manner in which they do, why individuals vote
for a particular political party over the other, and why people behave in a certain manner in
social situations. The theory, therefore, is employed to provide reason behind unexplained
actions and motivations.

This ambition to explain the unexplainable has historically relied on the philosophical, with
Smith too establishing the rational choice theory via the influential means of Thomas Hobbes’
Leviathan — where the philosopher elucidated upon the nature of political institutions as a result
of individual choices (Online MSW Programs, 2022). This trend of identifying economic
conceptualisations against philosophical reflections is not a modern phenomenon, but has existed
since the scholarship of Aristotle. Although Aristotle was a philosopher and not an economist,
his formative ideas on praxis and poiesis form an ethical and political character of economics, in
specific, through understanding means of production (Crespo, 2010). Further, his frequent use of
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the term oikonomiké to refer to the tenets of wealth (even though contemporary translators
translate the term to “household management”), especially in the public polis, assures us that the
notion of financial prosperity was used frequently by the philosopher to engage with and,
comprehend wealth in both the “household and the civil community” (Crespo, 2008).

While this entanglement of the philosophical with the economic can be discussed in the case of
other such philosophers such as René Descartes, David Hume, and as mentioned before, Thomas
Hobbes, one can also argue that philosophy plays an intellectual role in the understanding of
economics. Economic reasoning, in its essence, makes consequential, ethical presumptions about
the buyer to understand the rise and fall of the market (Philosophy of Economics, n.d.). The
theoretical claims that are made in the field of economics are based on empirical assumptions,
such as a buyer will always act in their own self-interest, or that a certain product’s value will be
high only because it is ‘in-fashion’ (Tirole, 2019). Economic theories are based on multiple of
such ethical claims that may or may not be true to all preferences and contextualizations. It is for
this reason that philosophy has always been understood to be intertwined with economics.
However, has this relationship between the two fields evolved stagnantly?

Contemporary research informs us that the conception of economics as a philosophy of trade and
income distribution is “virtually dead”, and has been replaced by, what some may call,
“economic engineering” (Sharma, 2020). A series of events beginning from the 16th century
have played vital roles in this demise of the philosophical economy, however, an increasingly
significant event in this process is the post-Marshallian era, in the twentieth century. During this
time, the “social dimension of the economic development policy had altogether been neglected”,
and there had been an increased reliance on quantitative fields such as mathematics to determine
commodities, markets, and income distribution (Sharma, 2020). The division of economics into
the sub-fields of macroeconomics and microeconomics is evidence of this detachment of the
economic from the philosophical. Therefore, while Smith too was a philosopher and economist
by profession, the rational choice theory’s dependence on a supposed maximisation of utility,
and constraint of income and profit is a hypothesis that largely thrives by the means of modern
economics, one that disregards the philosophical origins of economics and its societal ecosystem
(Sharma, 2020).

Discussion

Prior to the introduction of modern economics, when the field was entangled with all aspects of
social life, and therefore, philosophy, the notion of human agency or choice was at the core of
economic understanding: “From its very inception as a subject of inquiry, economics has been
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studied as the product of human agency under conditions of scarcity. These were understood to
be real actions of real human persons” (Wincewicz-Price, 2020, p. 118). This is exceedingly
imperative to note in the etymology of these fields too, which were earlier designated as ‘moral
sciences’, unlike the now known ‘human sciences’ (Wincewicz-Price, 2020). According to this
categorisation then, the aspects of morality and ethics were at the centre of pre-modern
economics — emphasising a significant amount of human nature on the understanding of needs
and wants, and therefore, the economic and financial aspects of livelihood.

However, as economics evolved into its modern and neoclassical identity, this notion of choice
began shifting from a matter of individual preference, to ‘“aggregate variables, equilibrium
analysis and societal groups” (Sharma, 2020). This meant that choice was beginning to be
understood as not a product of individual preference, but in fact, quantitative, societal
generalisations. In this sense, while Smith’s conception of the rational choice theory is assumed
to be embedded in the notion of choice, its glaring presumptions about the rationality of choice
confirm that they are, in fact, a product of modern economic thought, one that are disjointed
from its philosophical origins.

This phenomenon of choice is increasingly captivating to view against the backdrop of a large-
scale destruction such as the global Pandemic. Firstly, the choices made during a global calamity
such as this one, scholars of psychology argue, are “colored by emotions” (Courage, 2020), and
hence, cannot be justified as rational. For instance, even though the sale and supply of different
household items continued during the pandemic, individuals, in a state of panic, hoarded items
such as hand sanitizers and toilet paper (Jaworsky, 2021). Moreover, with the uncertainty of the
volatile supply chain, individuals were eagerly purchasing over-priced items and products. In this
sense, the choice to obtain these items were neither made by rational logic, nor were they made
by the means of a cost-benefit analysis. In these unprecedented moments, the notion of rational
choice undergoes a drastic shift.

This notion of rational choice is further burdened by the components that were introduced in the
‘Background’ section of this paper, which draws upon the idea that individuals or groups make
choices knowing the full extent of other alternatives, and the consequences related to the choice
and the alternatives. While this was already problematic in the regular, non-Pandemic market —
where individuals can never know the full extent of their preferences — this was additionally
catastrophic during the Pandemic when waves of misinformation had engulfed us all. In this
sense, the notion of choice in the rational choice theory is not only worthy of criticism in the
established, normative structure, but is further calamitous in unprecedented and uncertain
situations such as a global Pandemic, and even conflict situations. Rational choice, by this,
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cannot be generalised as it has been in modern economics, and requires an individualised
understanding of the concept, as was in the norm in pre-modern times. Rationality is based on
reason, and if the reasons are not clear (as was the case during the Pandemic), a rational choice
cannot be made.

Even though the philosophical roots of the rational choice theory can be debated — given its
dependence upon the notion of assumptions and its contemporary reliance on mathematical
models — its contributions to the field of experimental economics is noteworthy to mention:
“The fact that the theory predicts incorrectly does not mean that it is not valuable. The theory
must only be considered a good starting point for predictions about behavior” (Schotter, 2006, p.
502). Although the assumptions laid out in the rational choice theory may not serve as a reliable
model to draw conclusions, its experimental nature has allowed researchers and theorists to
postulate further predictions about behaviour in the economic ecosystem. It has provided future
theorists with a foundation that offers a set of predictions, which have then been tested and
factually laid out (Schotter, 2006). The rational choice theory has emerged victorious in paving
the way for other, experimental theories.

Further, its utility in different academic disciplines is one that has paved the way for
comprehending ideas and theories from interdisciplinary perspectives — a tool that is needed to
advance the legitimacy of a certain postulation. For instance, in the field of criminology, the
rational choice theory, in studying specific cases, is especially imperative. If one is not making
general assumptions about criminals and their behaviours — as proposed by the regular model of
rational choice theory — but instead, acknowledging and taking into account the individual
circumstances and perceptiveness of the individual — as proposed by the ‘thick’ conception of
the rational choice theory (Steele, 2015) — it can essentially prove to be an exhaustive
unpacking of the individual being studied. In this sense, while the original model of theory may
contain fallacies, its utility in different contexts, which comprehend the specificity of each
situation, can prove to be beneficial.

Conclusion

Although the rational choice theory was born from a philosopher, its reliance on generalised
assumptions and on a supposed maximisation of utility proves that its origins may not be as
philosophical as some would suggest. Moreover, the theory’s inconsistency in contemporary
markets, especially with respect to the growth of the digital age and the onset of the global
Pandemic proves that the theory is only a starting point, and that it cannot be used in diverse
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situations. The rational choice theory’s significance is meant to serve a very specific point of
inquiry.

Irrespective of this specificity, the starting point of the theory is specially relevant for the
advancement of sub-fields such as experimental and behavioural economics, where the theory
has been used to further test and factually lay out contemporary theories and postulations. In
addition, the various conceptions that the theory has been able to manifest, such as the ‘thick’
rational choice theory, which considers an alternative to the assumptions laid out and makes note
of the individual actions of the subject in question (Hechter and Kanazawa, 1997), can prove to
be beneficial to various studies across disciplines. In conclusion, while the philosophical origins
of the theory may be flawed, and therefore its applications, the rational choice theory’s
reassessment and reevaluation can manifest accurate and multidisciplinary approaches, and draw
logical inferences, even in unforeseen and uncertain circumstances such as the global Pandemic.
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