
Journal of Economics and Economic Education Research  Volume 24, Issue 6, 2023 

 

 

 1            1533-3604-24-6-126 

Citation Information: Wang, W. (2023). Ethics and normative decision-making in economics. Journal of Economics and Economic 
Education Research, 24(6), 1-3. 

ETHICS AND NORMATIVE DECISION-MAKING 

IN ECONOMICS 

Wei Wang, University of Brasilia 

ABSTRACT 

Ethics and normative decision-making play a crucial role in the field of economics, 

shaping how economic agents interact, allocate resources, and create policies that influence 

societies and individuals. Economics, as a social science, not only examines how individuals 

and societies allocate scarce resources to fulfil unlimited wants and needs but also addresses 

the ethical implications of these decisions. This essay explores the intricate relationship 

between ethics and normative decision-making in economics, highlighting key concepts, 

challenges, and the impact on various stakeholders. 
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INTRODUCTION 

Ethics in economics refers to the principles and values that guide the behavior of 

economic agents, including individuals, businesses, and governments, as they make decisions 

with economic implications. At its core, ethics seeks to address questions about what is 

morally right or wrong in economic contexts. It involves examining the fairness, justice, and 

societal well-being associated with economic actions (De, 2019). 

Ethics in Economics: Foundations and Importance 

The importance of ethics in economics becomes evident when considering the broader 

impact of economic decisions on society. Economists and policymakers must navigate 

complex ethical dilemmas, such as income inequality, environmental sustainability, and the 

distribution of resources. These issues have far-reaching consequences for social welfare and 

can significantly affect the quality of life for individuals and communities (Wofford, 1999). 

Normative Decision-Making: Balancing Values and Objectives 

Normative decision-making in economics involves evaluating various options and 

choosing the one that aligns with desired ethical principles and societal objectives. Normative 

economics goes beyond describing how things are and delves into how things ought to be. 

This process requires careful consideration of trade-offs and the potential consequences of 

different choices (Hausman, 2004). 

Normative decision-making often involves conflicting values and goals. For example, a 

government may need to decide between promoting economic growth and ensuring income 

equality. These decisions are not purely technical; they reflect value judgments and ethical 

considerations. Economists must engage in robust ethical reasoning to provide guidance on 

optimal policies that balance these conflicting objectives. 

Challenges in Ethical Decision-Making 

Ethical decision-making in economics is not without its challenges. One significant 



Journal of Economics and Economic Education Research  Volume 24, Issue 6, 2023 

 

 

 2            1533-3604-24-6-126 

Citation Information: Wang, W. (2023). Ethics and normative decision-making in economics. Journal of Economics and Economic 
Education Research, 24(6), 1-3. 

challenge is the subjectivity inherent in ethical judgments. Different individuals and cultures 

may have varying interpretations of what is morally acceptable. This subjectivity can lead to 

disagreements and hinder consensus on economic policies (Ravenscroft, 2019). 

Ethical decision-making is a complex and intricate process that involves assessing and 

navigating moral dilemmas in various contexts. Individuals and organizations often encounter 

challenges when trying to make ethical choices, as the landscape of ethical considerations is 

multifaceted and constantly evolving. This essay explores some of the key challenges in 

ethical decision-making, including cultural relativism, conflicting values, cognitive biases, and 

the influence of technology. By understanding these challenges, individuals can enhance their 

ability to make thoughtful and principled decisions 

Additionally, ethical decision-making in economics can be influenced by political and 

ideological factors. Policymakers and economists may be tempted to prioritize short-term 

gains or cater to special interest groups, potentially compromising broader ethical principles. 

Balancing the pursuit of economic efficiency with considerations of equity and justice can be 

particularly challenging in such cases. 

Incorporating Ethics into Economic Analysis 

Despite the challenges, efforts have been made to incorporate ethics into economic 

analysis. One approach is to expand the traditional economic framework to include ethical 

considerations explicitly. This could involve incorporating measures of well-being, inequality, 

and environmental impact into economic models. Such an approach would provide a more 

comprehensive view of the consequences of different policies and decisions (Boadway, 2002). 

 

Another approach is to engage in interdisciplinary collaboration between economists, 

ethicists, and other social scientists. By working together, these experts can contribute their 

unique perspectives to complex issues, leading to more nuanced and well-rounded analyses. 

This interdisciplinary approach acknowledges that ethical decision-making in economics 

requires a broader understanding of societal values and norms. 

CONCLUSION 

Ethics and normative decision-making are integral components of economics, guiding 

how economic agents navigate complex choices with ethical implications. The ethical 

dimensions of economics extend beyond technical analyses to encompass broader societal 

values and principles. Challenges such as subjectivity and ideological influences underscore 

the need for a robust and interdisciplinary approach to ethical decision-making in economics. 

Ultimately, the ethical foundations of economics shape the well-being of individuals, 

businesses, and societies at large, emphasizing the importance of thoughtful and principled 

economic decision- making. 
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