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Abstract

Altruistic volunteers are either not truly altruistic or not rational, according to traditional
economic analysis. They are not altruistic if they volunteer to receive a utility benefit, and they are
not rational if they choose to volunteer when monetary contribution would be more efficient.
Economic man is a fool to volunteer. However, socio-economic man is shrewder. Socio-economic
man is moderately deontological, path-dependent, nonmonetary, nonrationally motivated, and
community-minded. This paper explores corresponding elements of socio-economic rationality that
allow for rational, altruistic volunteers. The five elements around which I structure this paper are:
1) nonconsequentialist reasons; 2) constitutive choices; 3) pricelessness; 4) nonrational motivation;
and 5) community preference production. © 2000 Elsevier Science Inc. All rights reserved.

1. Introduction

Why do altruistic, part-time volunteers donate time and effort to a project, when that
project could be more efficiently completed by full-time specialists paid out of monetary
contributions from the would-be volunteers?

This question emerges from the observation that some white-collar professionals work
weekends for organizations like Habitat for Humanity, which builds homes for low-income
families. Suppose one asks such an altruist, “Why do you volunteer?” The answer normally
follows from the type of service organization, and in this case might be, “Because I want to
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help provide housing for the needy.” An economist may cynically retort, “If your real
objective is to provide housing, then you should work more at your profession and pay a
carpenter to build the houses.” That is what specialization and exchange tells us. If a lawyer’s
services are valued at $200 per hour by the market, then he or she shouldn’t spend time
driving in nails, an activity valued at only $50 per hour. Using these prices, the lawyer could
work for eight hours in the office and generate enough income to donate thirty-two hours of
expert home-building. Instead, the hypothetical lawyer works those eight hours on the
construction site, providing just eight hours of amateur home-building.1 Because of this
inefficiency, I call the decision to contribute time and effort rather than money the “volun-
teer’s folly.” I use the terms “volunteer” and “personal altruist,” as opposed to “money
altruist,” interchangeably.

My framing of this scenario clearly implies that the increase in others’ welfare those
altruists create depends exclusively on the physical product of their volunteer efforts. Less
restrictive conceptions of welfare restore rationality to personal altruism. Daly and Cobb
(1994) address the interaction of economic and noneconomic welfare in constituting total
welfare (p. 146). Noneconomic welfare includes so-called “quality-of-life” matters that are
not reflected in production statistics. Among these could be “community spirit” or even
volunteerism itself; so such redefinitions of welfare could explain the apparent irrationality.

But inclusion of these matters makes a liar out of the altruist who maintains that the
objective for volunteering is, in fact, the physical product. The volunteer’s lie can be
understood, and perhaps excused. For economists habitually evaluate the rationality of
actions, even actions having merely incidental economic aspects, according to their “eco-
nomic efficiency.” (Unfortunately, the efficiency bias has been adopted outside the econom-
ics profession by those who want similarly to endow their judgments with an air of scientific
objectivity.) Aware of this bias, an altruist is likely to give the inquisitor the only answer he
or she is likely to appreciate, that is, one that relies on observable productivity. Still, the lie
is a lie. There are no valid altruistic reasons for preferring to donate time rather than money,
according to neoclassical economic analysis. Those volunteers who justify their actions
solely by reference to the physical product are irrational because they could provide more
with less by subcontracting.

People who claim that they volunteer to achieve some outcome may be simply mistaken.
One can uphold the rationality of altruists in general by arguing that people often do not
know exactly why they do what they do. From this standpoint, the truth or falsity of altruists’
stated reasons is simply irrelevant to the rationality of their acts. Neither utility maximization
nor pure altruism need be construed as cognitive processes; indeed, utility maximization
seldom is. On this count, the volunteers could be engaged in something like building
community spirit, a tacit goal that could not be achieved through monetary contributions. If
noncognitive utility maximization can underlie revealed preference theory, then community
building can certainly underlie volunteer house-building.

But to conclude that the volunteer is mistaken or is a liar when he or she contends that the
goal is simply “to build a house” strikes me as an ungracious way of preserving his or her
rationality. Only egoistically motivated persons who admit that they volunteer because of the
utility benefit they receive are both rational and truthful, according to economists. I suspect
most volunteers would rather be portrayed as irrational liars than as exclusively self-
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interested persons. And so my purpose in this paper is to explain the rationality of personal
altruists who correctly state that their goal is simply, for example, “to build a house.”

The economist, eager to expose another instance ofhomo-economicusmasquerading as an
altruist, will conclude that part-time volunteers are not truly altruistic after all; and that the
expectation of subjective utility, derived directly from the volunteer work, is the volunteer’s
primary, if not exclusive, motivation. Not surprisingly, some economists are convinced that
altruism has been defined out of economics. My argument bears only tangentially on that
important debate. This paper does not speak to those who accept psychological egoism as the
correct theory of economic behavior. Rather this paper assumes the truth of the more nuanced
conception of economic behavior articulated by Sen (1977), among others. To make this
exposition as concrete as possible, I will focus on a particular act of altruistic volunteering,
that is, house-building. However, many of the considerations discussed here apply by
extension to the institution of volunteerism.

I will argue that the volunteers may be true altruists and still rationally decide to contribute
labor rather than money. By “true altruists” I mean people whose altruistic acts do not depend
for their performance on any anticipated subjective utility benefit. There may be incidental
psychic benefits to the personal altruists, but the anticipation of such is not necessary to his
or her choice to volunteer. A true altruist wants to satisfy someone else’s desires, whereas the
“economic altruist” wants only to satisfy his or her own desire that someone else be aided.
(see Nagel, 1970, n., p. 81.) That another’s happiness cannot be obtained without the
contingent effect of one’s satisfaction does not undermine or even threaten the true altruism
of an act, though as a matter of investigation one cannot be observed apart from the other.

Consistent with my description of who a true altruist is, I adopt a broad definition of
altruism, one that encompasses a wide range of other-interested behavior, of which volun-
teering is but one example. InThe Heart of Altruism, Monroe (1996) defines altruism as
“behavior intended to benefit another, even when this risks possible sacrifice to the welfare
of the actor” (p. 6). Monroe goes on to argue that her definition implies that “[t]he actmust
carry some possibility of diminution in [the actor’s] welfare” (p. 6, italics mine). I adopt her
definition, though not the implication she draws from it. In a trivial way, any behavior,
indeed one’s very existence, brings with it the possibility of injury; but Monroe cites
examples in her book that suggest she has in mind peril of a more substantial nature, peril
that arises more or less directly from the act of purported altruism. By contrast, I accept that
some volunteers may be so philanthropically constituted that they cannot but expect to
benefit in some nontrivial, perhaps psychic, way from their efforts. Yet if this benefit is
incidental to the decision to volunteer, the behavior is truly altruistic.

My broad definition of true altruism does not take for granted that altruistic acts are
rational. Rather, for an altruistic act to be “rational,” the altruists must choose a means-end
set such that they reasonably expect their willful and altruistic purposes to be furthered
without violating their values. Put differently, rational action need not be considered opti-
mally efficient ex ante (as in economics), it need only be considered effective, which I take
to include varying degrees of effectiveness. Abandoning the efficiency criterion in favor of
an effectiveness criterion is not incidental to preserving the altruist’s rationality; I devote
much of this paper to making the case for this change in standard. In distinguishing between
effectiveness and efficiency, Drucker (1967) describes efficiency as “the ability to do things
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right rather than the ability to get the right things done” (p. 2). This distinction is particularly
relevant to volunteer organizations, which undertake to do “the right things” precisely
because profit-seeking firms would otherwise leave these things undone. Effectiveness does
not replace the optimality that technical efficiency entails, however. But discerning effec-
tiveness requires both measuring accurately and choosing the right criterion to measure.
Indeed, there may be a meaningful sense in which optimality remains an aspect of rational
action, but the means chosen need not be optimal relative only to the end it furthers. The
sense in which a choice of means is optimal may depend on criteria apart from the mean’s
suitability to its end. “Whenever one analyzes the way a truly effective, a truly right, decision
has been reached, one finds that a great deal of work and thought went into finding the
appropriate measurement” (Drucker, 1967, p. 145). This paper suggests that the appropriate
measurement of the volunteer’s behavior encompasses more than means-end efficiency.

After a brief discussion of economic rationality, I will consider five aspects of the
volunteer’s folly that traditional economic analysis ignores. First,nonconsequentialist rea-
sonsmay cause the altruist rationally to donate time rather than money. Second,constitutive
choicesforce prudent altruists to consider the developmental path dependencies that alter-
native means to their end will produce. Third,pricelessness, a characteristic of personal acts
of altruism, implies nonncommensurability with monetary donations, and poses a difficulty
for efficiency analysis. This third element is relevant to both consequentialist and noncon-
sequentialist interpretations of the volunteer’s action. Fourth,nonrational motivationis
inconsistent with the utility-maximizing theory of motivation implied by economic rational-
ity. I contend that rational house-building may be motivated in a nonrational way by a desire
to volunteer. An altruist may simply be motivated to volunteer time but not money in his or
her desire to help another. Fifth,community preference productionrequires volunteers to
generate a demonstration effect not achievable by monetary donation. This paper will, I
hope, suggest extensions of economic rationality that support the notion that a true altruist
may rationally decide to contribute time rather than money.

2. Neoclassical economic rationality and socio-economic rationality

Numerous assaults on the sort of rationality implied by revealed preference theory and
marginal utility analysis have targeted its ultrarelativism. The pedophile who minimizes his
costs for molesting the optimal number of children, subject to the constraint that he evade
arrest, is unassailably rational, as far as this theory goes. Kekes (1988) has argued that the
traditional economic conception of rationality is incomplete because “[i]t interprets ratio-
nality in terms of trying to perform efficient action, but it fails to recognize, first, that
rationality also involves trying to hold true beliefs and pursue beneficial goals, and, second,
that no account of efficient action can be complete without recognizing the crucial relevance
of beliefs and goals involved in actions” (p. 331). As Herbert Simon (1993) has noted,
“Neoclassical economics assumes that people maximize utility but postulates nothing about
what utility is. With only this assumption, it is impossible to distinguish altruism from
selfishness” (p. 158).

Economists are apt to construe rationality as a purely instrumental quality of choice-
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behavior and in so doing, to deprive it of any normative content. For rationality to be
anything more than mere efficiency, it must have normative or ethical content. Without such
content, there could be no compelling reason why peopleshouldbehave rationally. Thus, to
the extent that economists assert the superiority of economically “rational” behavior over
economically “irrational” behavior, they do so by advocating an ethic, namely, ethical
egoism. This is the prescriptive counterpart of the psychological egoism underlying revealed
preference theory. Thus for economic rationality to serve as any guide to specifiable action,
it must not only support the dubious behavioral assumption of psychological egoism, but
must make the normative case for ethical egoism. I explicitly accept that rational behavior
must be moral behavior, though I make no attempt here to prove the morality of volunteer-
ism: That doing good to others is wrong will remain a logically correct though implausible
objection to the rationality of volunteering.

The socio-economic man whose rationality I defend in this paper clearly resembles the
model Etzioni (1988) proposes. My socio-economic man is moderately deontological,
path-dependent, nonmonetary, nonrationally motivated, and community-minded. Etzioni
incorporates similar characteristics in his model and concludes that actors “typically render
subrational decisions” (p. 254). My conclusion, by contrast, is that the operative definition
of economic rationality must be retailored to suit socio-economic man.

Two key concepts provide intuition for the five alterations of economic rationality that I
propose. First, multiple utility frameworks conveniently incorporate deontological consid-
erations and allow for of preference production. For example, Tomer (1996) has explicated
a preference hierarchy that ultimately expresses itself in one’s actual preferences. If actual
preferences are the subject of higher-order preferences, and if one can act according to higher
order preferences to transform actual preferences, then counter-preferential choice becomes
a fundamental mechanism of self-determination. Volunteering may reflect this kind of
higher-order preference.

Secondly, and in some sense alternatively, a range of identity-based behavioral constraints
can uphold the volunteer’s rationality. These constraints may follow from a person’s
self-concept. Defining himself as a person who does X constrains socio-economic man from
comparing X and X-substitutes, comparisons on which the rationality ofhomo-economicus
rests. For example, a volunteer who perceives him or herself as one who personally and
actively participates in charitable organizations may not consider monetary contribution to be
a substitute behavior. In effect, inviolable concepts of self allow that the means may not be
uniquely determined by the ends they serve. Conceptualizing challenges to economic
rationality in this manner, as constraints, has rhetorical appeal because these constraints,
however created, may be truly counter-preferential. By contrast a meta-preference is, by its
etymology, a subjectively held preference that might be construed to undermine altruism. In
principle, however, both meta-preferences and concepts of self are consistent with the
redefinition of economic rationality I propose.

By resorting to meta-preferences and identity-based behavioral constraints, I do not mean
to propose a tautological, though nuanced, view of rationality. First, I require that rational
behavior must be moral behavior. But even this is a necessary, not a sufficient, condition; I
do not imply that all good actions are rational. Second, because resources are more or less
scarce, efficiency considerations do play a role in selecting the rational (and better) of two
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mutually exclusive alternatives,all else equal. In arguing for the rationality of a less efficient
alternative, I necessarily assert that all else is not equal. Assuming, as I do, that acts of both
personal altruism and money altruism are good, some contextual element of the altruist’s
choice must intervene to indicate the rationality of volunteering over donating money. In
Section 3, I argue that the relationship between ethics and motivation suggests such a
contextual element.

Because, as I have argued, rationality presupposes ethical correctness, only an ethic that
supports altruism is consistent with the rationality of either money altruism or personal
altruism. “The principle behind altruism is that values must be objective, and that any which
appear to be subjective must be associated with others that are not” (Nagel, 1970, p. 90). So
ethical egoism, because it is ultrarelative, is inconsistent with the rationality of altruism.
Reasons that are subjective cannot possibly be altruistic ones, because, following Nagel, at
the heart of altruism is the notion of equivalence among self and others, an equivalence that
requires objectivity. Nagel might agree that altruistic reasons are the ones to which someone
in Rawls’s initial position would assent. In Nagel’s view, even the self-abnegating altruist is
not truly altruistic, because denial of his or her particular self renders this person’s orientation
utterly subjective; that is, it cannot be universalized. Therefore, normative reasons must be
objective to be altruistic. Nagel (1970) asserts thatany reason, altruistic, egoistic or other-
wise, must lend itself to restatement as an objective proposition (p. 96); I do not. I contend
that the reasons implied by the utility maximization framework are fruitfully, if not, strictly
speaking, correctly, construed as subjective. But I do accept Nagel’s argument for the
necessary condition thataltruistic acts derive from objective reasons.

If, then, it is the conception of objective good that makes altruism possible, an economist
who accepts the possibility of altruism must accept objective limits to ethical behavior. I
leave the reader to satisfy herself or himself that housing for the poor is, in fact, an objective
good, or else ask that the reader so stipulate for the sake of my argument. This stipulation
concedes little to my principal argument because the volunteer’s folly is supposed to be one
of means, not of ends. So with these brief remarks, my critique of economic rationality
advances beyond the ultrarelativism of revealed preference theory and progresses toward a
deeply embedded and infrequently challenged tenet of economic analysis: the rationality of
efficiency. Accordingly, I take the volunteer’s stated aim as given and dispute the econo-
mist’s criteria for evaluating the rationality of chosen means to the given end. This frame-
work allows a sharper focus on the purely instrumental implications of economic rationality
by limiting consideration of the consequential aim of the agent’s action.

3. Five elements of rationality that explain the volunteer’s folly

3.1. Nonconsequentialist reasons

Functionalist accounts of behavior explicitly take the view that the cause of and expla-
nation for an act is precisely the agent’s desire for the effect of the act itself. Economists take
the same view less explicitly. They take for granted that the actual or expected result of an
action contains relevant and complete information about the agent’s motivation. This is
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because economic rationality is exclusively causal-consequentialist. If the economist cannot
measure the causal motivation explicitly by the material outcome, then an internal utility
consequence is posited to provide the agent’s motivation. Whether motivations are moral,
nonmoral or mixed, a postulated consequentialist explanation is at least incomplete. The
consequences people expect from an action are but one consideration, an admittedly impor-
tant one, to be sure, for choosing among alternatives. That consequences are central to many
economic decisions does not deny the importance, perhaps even the critical importance, of
nonconsequential aspects of such decisions. Those who recognize this importance reject the
utility analysis of revealed preference theory as ad hoc and tautological because nonconse-
quential considerations are excluded by definition.

Nonconsequentialism allows that volunteer work may have intrinsic value apart from its
efficiency in achieving the material objectives. The process of volunteering may reflect
values that exist apart from the material results of volunteering. This dynamic could be at
work for people who volunteer because “it’s the right thing to do,” rather than because they
are single-mindedly working to achieve some specific outcome. Because maximization
objectives define rationality in traditional economics, and because maximization processes
are inherently consequentialist, nonconsequentialism violates economic rationality. But
given, as even many economists have noted, that peopledo have values, and that people
therefore value certain types of action for their own sakes, it is the definition of economic
rationality, not our understanding of why people do what they do, that is lacking.

Sen’s (1977) distinction between sympathy and commitment illustrates the difference
between consequentialist and nonconsequentialist motivations. Sympathy can call forth
money altruism. The rationale for sympathetic behavior is consequentialist, as in the case of
a person who flips the beggar a coin to avoid harassment, relieve guilt, or in hopes that the
beggar will move on, improving the view. This act of charity is outcome-oriented.2 Com-
mitment, by contrast, more often requires personal altruism and is process-oriented. In Sen’s
formulation, commitment manifests itself in truly counter-preferential choice, whereas sym-
pathy may be modeled as an externality. Commitment, because of its emphasis on process,
is consistent with the rationality of volunteering, whereas sympathy, at least in Sen’s
formulation, may not be.

Whether it is sympathy or commitment that motivates, charity can have public policy
consequences. If alleviation of human suffering were, economically speaking, a public good,
free-riding might explain its under-provision. Game theory might even predict a certain level
of cooperation to relieve this suffering. But public goods theories cannot explain why
individuals would choose to volunteer rather than give money. Hausman and McPherson
(1993, p. 687) discuss the implications.

First, one may be concerned not only with the level of another person’s welfare or
consumption, but with how it is attained. One may wish to be an active contributor to
another’s well–being. As Arrow has noted the desire to contribute may have substantially
different implications than mere altruism. If many affluent people prefer a higher level of
consumption for “the poor,” then the poor’s consumption level is a public good to the
affluent. If instead each wishes to contribute to helping the poor, the public goods problem
goes away (Hochman and Rogers, 1969). More generally, thisagencyaspect of individual
motivation—the desire todo certain things rather than simply to enjoy the consequences
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of their being done—has important implications in modeling preference and choice (Sen,
1982b, 1987).

From this point of view, governmental programs that promote volunteerism might be more
effective than traditional transfer programs. Of course, this conjecture presupposes a method
by which government can promote volunteerism. Programs like Americorps encourage
volunteering, but the inducement is clearly consequentialist. “Volunteers” are paid better
than many wage laborers and receive college tuition money to boot. Recent articles in the
popular press have gone by the titles “Volunteering Can Put You on the Right Career Track”
(Pratt, 1995) and “Volunteering: You Get Back More Than You Give.” (Burden, 1993)
These inducements pander to traditional economic thinking.

The need to distinguish motivations from a concern with outcomes is obvious if the
motivation for a particular act influences the care with which an act is performed. Sen (1978)
has noted the relevance of commitment to work motivation problems (p. 36). Similarly,
Folbre (1995, p. 75) cites the familiar blood donation example:

Consider Richard Titmuss’s classic research on the blood donations for transfusions. In an
era when the quality of blood was difficult to monitor, he found that countries that relied
on voluntary donations of blood, like Great Britain, fared much better than those, like the
United States, which paid donors. People who gave blood for money were more likely to
lie about their medical history and less likely to offer uninfected blood.

In both cases, the motivation has a differential impact on the outcome, and thus refutes
functionalist arguments that motivation and concern with outcome are one and the same.

Others have suggested ways to distinguish motivations from outcomes that do not
completely reject consequentialism. Larmore (1987) suggests “indirect consequentialism” as
a theory of choice that acknowledges this distinction. “Whereas actions must be justified
consequentially, they may have to be motivated by nonconsequentialist considerations” (p.
136). March (1978) cites “posterior rationality,” a redefinition of rationality that accommo-
dates this theory.

Actions are seen as being exogenous and as producing experiences that are organized into
an evaluation after the fact. The valuation is in terms of preferences generated by the
action and its consequences, and choices are justified by virtue of their posterior consis-
tency with goals that have themselves been developed through a critical interpretation of
the choice. Posterior rationality models maintain the idea that action should be consistent
with preferences, but they conceive action as being antecedent to goals (p. 149).

Taken together, indirect consequentialism and posterior rationality plausibly provide at least
a partial explanation for the choice to volunteer.

These nonconsequentialist arguments may not be sufficient to escape the neoclassical’s
snare, however. I submit that even these economists, who accept the possibility of altruistic
economic behavior, are committed to labeling the truthful volunteer irrational. This is so
because multiple utility frameworks and value-based conceptions of action do not reject
efficiency considerations, except perhaps in the odd case where inefficiency is itself held as
a value by the agent. Let us stipulate that the volunteer in question exhibits no such oddity.
The Senian, then, must postulate additional constraints in the form of values or concepts of
self that restrict the altruist’s range of options such that volunteering is the most efficient
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course of action available. Unfortunately, this approach is hardly less tautological than the
standard theory, because meta-preferences and identity-based behavioral constraints can
always be posited to “explain” the agent’s behavior. As I explain in the section concerning
nonrational motivation below, something like a Humean theory of motivation is still required
to uphold the rationality of the volunteer.

3.2. Constitutive choices

Stewart (1995) has argued persuasively that decisions (about endsand means) have not
only instrumental but also constitutive import for the decision-maker. For example, the
career I choose to pursue will affect my ability to achieve personal goals and will also
influence the type of goals I pursue, given that careers tend to dictate one’s social milieu,
one’s development of capabilities, the opportunities available to one, and so on; in short,
career choice implies an array of collateral choices about who one is to become.

According to Stewart, the market context in which many constitutive decisions are made
is not incidental to their import: “[M]arkets do many things besides sometimes providing
efficient outcomes: they promote certain habits of mind, such as instrumental rationality
itself, and certain ethical values, such as Kaldor–Hicks efficiency” (Stewart, 1995, p. 69).
The volunteer may rationally reject money altruism because of the constitutive effects he or
she believes it typically has on contributors, and, by inference, would have on himself or
herself. And the altruist is nonetheless altruistic for considering this aspect of the choice. He
or she is not volunteering for the sake of self-improvement, but neither is he or she willing
to pursue his altruistic objective in a way that might undermine willingness or ability to
volunteer in the future. Instead of volunteering to obtain some benefit, the volunteer
sacrifices first by committing to the goal of house-building, and then selects a means that
economizes on personal cost, while still achieving the objective. As I claimed above,
altruism requires not self-destruction, rather merely that acts be other-interested.

Traditional definitions of economic rationality include the requirement that agents be able
to rank alternatives. Economic analysis relies on this ability when it takes ends as given and
evaluates the rationality (i.e., the efficiency) of means. Ends are not a proper object of
analysis. But to the extent that means to given ends are constitutive, they take on the
properties of ends themselves, and are therefore beyond the reach of traditional rationality in
economics. If the distinction between means and ends is unclear or illusory, then instrumen-
tal rationality cannot be discerned. Economic rationality is not only ultrarelative, but also
dependent upon seemingly arbitrary distinctions between means and ends. Only by retreating
to pure ethical egoism, according to which all choices are but means to the singular end of
utility, does economic rationality regain its footing.

Even the assumption that individuals completely rank alternative ends may be inconsistent
with cognitive processes. As Schmitz has noted, “goals that we come to cherish as ends in
themselves inherently tend to become incommensurable with each other” (p. 460). (Also see
Stewart, 1995, p. 78.) Ex-post, an arbitrary choice among incommensurable alternatives can
be seen as preferable relative to the person the agent has become as a consequence of that
choice (Schmitz, p. 460). In this way, path-dependency tends to justify actions ex-post,
because over time, one adapts to the choices one has made. Langlois describes Schutz’s
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backward-looking view of the same dynamic: “One’s actions at any moment are constrained
by the situation, which is built up ‘biographically’—that is, in a path dependent way—out
of past situations” (Langlois, 1998, p. 73). Given this kind of path-dependency, choice that
is suboptimal on efficiency grounds may be fundamental to the person one has, or will,
become. As before, this deference to self-preservation need not undermine the essential
altruistic nature of the act.

Tomer (1996) proposes a preference hierarchy that accommodates efforts to change one’s
own future preferences. This hierarchy descends from “true preferences,” the preferences
“that a person would have if he or she were perfectly informed and on the path toward
becoming a full self-realized and spiritually enlightened human;” (p. 623) to “meta-prefer-
ences,” higher-order preferences subject to outside influences; to “actual preferences,” the
preferences that govern one’s choice among alternative goods, unless a meta-preference
overrides. Although Tomer’s conception is deterministic inasmuch as one’s true preferences
are biologically and spiritually determined, he allows for prudential behavior that recognizes
the path-dependency I have noted. Individuals, acting on a meta-preference to act altruisti-
cally, for example, may willfully invest in “consumption capital” or “personal capital” that
transforms their actual preferences for acts of altruism. Such investments might include
volunteering counter to one’s current actual preferences.

3.3. Pricelessness

Personal acts of altruism are different from charitable donations in the same way that
carefully selected birthday gifts are different from gift certificates or cash gifts. Both the
giver and the beneficiary experience charity differently depending on whether it is furnished
in money or in kind. Perhaps the source of this perceptual difference is the objectification to
which money lends itself. Money altruism is inherently commensurable with all other priced
commodities. To the giver, the extent of his altruism can easily be deducted from gross
taxable income, alongside mortgage interest and gambling losses. The receiver, too, knows
the quantity of his or her blessing as precisely as he or she knows his or her AFDC benefit
or earned-income tax credit. The result is that the giver and receiver are alienated from each
other.

Economists pride themselves on seeing clearly through the “veil” of money. But perhaps
this clarity of vision is mere farsightedness.3 Cartelists view money as an institution that has
its own set of norms. The norms of money include the idea that everything has a price, a
focus on “the bottom line,” and that it is an appropriate tool for dealing with strangers. These
norms become externalities when money is used, because I cannot, e.g., make a cash
contribution and ask the recipient to ignore the quantitative aspect of my gift, or to ignore the
social relationships money transfers typically imply.

The power of money as a medium of exchange makes it incompatible with deontological
or intrinsic value. Money turns people and things into instruments that can be used or else
converted back into money. Traditionally, things regarded as “priceless” have greater value
than do those that are priced. A person who can be “bought and sold” either literally or
figuratively loses his or her dignity. Ellerman (1988) even argues that the common wage
contract reflects the same sacrilege in a more limited way. Similarly, Onyeiwu (1997)
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discusses the loss of cooperative spirit among the Igbo of South-Eastern Nigeria. Onyeiwu’s
analysis blames a shift in values, but the observed phenomenon could be explained as an
unintended consequence of monetizing the local economy. Wage contracts replaced labor
reciprocity, and altruism became limited to the practice of donating money to community
projects (with the expectation of receiving an honorary title). Volunteering may be a way of
restoring dignity to an act of exchange by introducing an element of “pricelessness.”

Elster (1989) acknowledges a dual determination of economic behavior. In addition to
rationality, which he defines as exclusively consequentialist, social norms are a co-determi-
nant of action. He argues that social norms are not outcome-oriented. Instead, they are
sustained merely by consensus approval and disapproval and may be Pareto improving or
not. He cites conventions regarding the use of money as one source of social norms. He notes
the impropriety of buying one’s way into a bus queue or paying a neighbor to cut one’s lawn.
“An unintended consequence of many monetary deals among neighbors could be the loss of
the spontaneous self-help behavior that is a main benefit of living in a community. By
preventing deals, the norm preserves the community” (Elster, 1989, p. 110). Monetization of
public responsibilities is associated with norms and values that mark the deterioration of
community spirit. As in the case of the Igbo, however, the direction of causality is not clear.
A meta-preference for community would constrain one’s use of money, just as a nonmon-
etary economy would foster a meta-preference for community. Tomer’s (1996) socio-
economic model of preference formation easily incorporates these reciprocal influences.

Brennan (1989) makes a distinction between “self versus community preferences” (p.
193). Community preferences are not self-regarding, and are the relevant criteria for deciding
public choice issues. Given this distinction, it would be possible for someone to volunteer
because of his or her community preferences, even if the act of volunteering imposed a net
personal cost. By converting community obligations into monetary payments, society con-
verts public issues into private issues, undermining community preferences.

Traditional welfare analysis argues for the superiority of cash transfers to in-kind benefits.
But this conclusion is based solely on consequentialist criteria (Hausman, 1993, p. 676), and
this analysis is not value-free. Once we acknowledge that externalities attend money
payments and that these externalities cannot themselves be compensated with additional
payments, then we admit that monetary payments impose unintended values that are defined
by money norms. If we care not only about the extent of someone’s material welfare, but also
about theway welfare is achieved, then the superiority of cash transfers is the true money
illusion. The consequentialist must justify paternalistic interventions to make in-kind gifts,
but the personal altruist need not be conceived of as paternalistic. Volunteers can argue that
their in-kind contributions are superior not because they prescribe a preferable object of
consumption, but rather because they provide noneconomic benefits and avoid the negative
externalities of money payments.

3.4. Nonrational motivation

Economists neglect the distinction between having a goal and being motivated because the
utility maximization framework assumes that the ultimate goal of utility generation guaran-
tees sufficient motivation for utility-maximizing action. Nagel follows others in applying the
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term “externalist” to accounts of motivation which hold that “the necessary motivation is not
supplied by ethical principles and judgments themselves, and that an additional psycholog-
ical sanction is required to motivate our compliance” (Nagel, 1970, p. 7). The regard for
utility postulated by neoclassical economics is one such psychological sanction. By contrast,
“internalist” theories of motivation hold that “the presence of a motivation for acting morally
is guaranteed by the truth of the ethical propositions themselves” (Nagel, 1970, p. 7).

The externalist and internalist positions describe rationality as anexplanationfor action.
Rationality also functions as ajustification for action, however. To account for both the
explanatory and justificatory functions of rationality, Smith (1987) distinguishes “motivating
reasons” from “normative reasons” (p. 38). Motivating reasons explain action, whereas
normative reasons justify action. One may interpret motivating reasons and normative
reasons as compulsion and obligation, respectively. Theories of motivating reasons can be
either externalist or internalist, as described above, depending on the psychological view of
motivation on which they are based. Theories of normative reasons can be either objectivist
or subjectivist. In Section 2, I discussed Nagel’s objectivist theory of normative reasons.
Normative reasons derive their objectivist or subjectivist status from the ethical theories from
which they are drawn. A subjectivist theory may hold that justification depends on a factor
before ethics, for example, a desire, while objectivist theory holds that ethical principles are
not conditional on any such factor. Only by combining a theory of motivating reasons with
a theory of normative reasons can we arrive at a complete theory of rational, altruistic
behavior that incorporates both justification (objectivist or subjectivist) and explanation
(externalist or internalist). The distinctions just discussed imply a compound typology of
complete theories: ‘objectivist-externalist,’ ‘subjectivist-externalist,’ ‘objectivist-internalist,’
and ‘subjectivist-internalist.’ Associating a particular theory with each of these types yields
the following matrix (Fig. 1).

Nagel defends what I have termed the ‘objectivist-internalist’ theory, arguing that moti-
vation follows directly from the truth of objective ethical principles. His defense of altruism

Fig. 1. Four theories of rational action.
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does little to exonerate the volunteer from charges of irrationality, however. Because, in his
view, altruistic goals motivate behavior directly, the goal itself must provide the only criteria
by which to evaluate the means used to achieve it. By excluding any factor before ethics from
a role in motivation, such a teleological, consequentialist theory leaves efficiency as the only
criterion by which to judge the rationality of an action. Additionally, objectivist views such
as Nagel’s present the contradiction that as soon as the prima facie motivations implied by
normative goals outstrip the agent’s available resources, the rational agent mustrationally
choose not to act on certain rational motivations. In short, when the agent is constrained by
scarcity, prima facie motivation differs from effective motivation.

Traditional economic thought has embraced a subjectivist-externalist view, wherein mo-
tivation to act morally requires an external (utility) benefit for the agent, justified by the
agent’s subjective desire. As I have already argued, this conception is incompatible with
altruistic behavior. My defense of the volunteer takes a more Humean, subjectivist-internalist
approach, accepting the role of a factor before ethics, for example, a desire, while main-
taining that motivation requires no additional sanction. By arguing that motivation follows
directly from the desire, subjectivist-internalist theory eschews the egoistic influences that
preclude altruism.

The Humean, subjectivist-internalist account of motivation is complex. Perhaps most
significantly for this discussion, desires are nonrational. I may recognize a moral obligation,
and its fulfillment may be feasible; but without sufficient desire, I will not take action. As
Smith argues in his defense of the Humean account, normative and motivating reasons exist
independently of one another. I may have an obligation (i.e., a normative reason), for
example, to build a home for Mr. X, but absent an internal, motivating reason predicated on
a desire, he will remain homeless. Furthermore, Humean rationality, according to Smith,
requiresboth a desire and a means-end belief. Because the desire itself is nonrational, the
rationality of the means-end belief can only be judgedrelative to the desire. One could
certainly argue that this relativity undermines any claim of altruism, because, as I have
argued in Section 2, altruism depends on objective values. My response is that Hume, like
Smith (1976) in hisTheory of Moral Sentiments, regarded morality as the province of
empirical investigation. The universal feeling of sympathy, for example, would dictate that
certain values exist as a matter of empirical observation. Such a grounding of ethics is
sufficiently objective to ensure the impartiality that altruism requires. The primacy of desire
does allow, however, that a given individual may have no reason to act on empirically
identified moral obligations, but that seems to me to be beside the point.

Proceeding with the Humean view in mind, a theory of motivation applies not only to
goals but also to means. As Chappell (1995) has argued, a means is “a choice which can in
principle always be both disputable and open to normative valuation in its own right” (p.
457). I may desire a certain goal and yet be motivated to employ certain means but not others,
without any necessary connection between the degree of motivation and the actual or
expected efficiency of the means. This is to say that choices of means can also be influenced
by desires. We might, then, question whether efficiency is a necessary quality of rational
means. I argue that it is not. If the methodological assumption of economics that people do
act rationally is to be maintained, rationality cannot require that which I am not motivated
to do, because I will not do it. A rational choice of means requires correct beliefs about
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means-end sets, but little more. This correctness, however, can only be taken to mean the
(absolute) effectiveness of means to the desired end, not the relative efficiency of chosen
means compared to possible alternatives. If I choose to compose this paper on a manual
typewriter rather than a computer, I am not necessarily irrational. Perhaps the now-quaint
percussion of forceful keystrokes rather motivates me to a task that whisper-quiet computing
cannot. By contrast, were I to attempt this paper on the piano keyboard, I would violate
rationality because the means is categorically ineffective to my end. Volunteers may desire
to contribute with their bodies but not with their wallets. And this motivation, free from any
egoistic payoff, is not irrational, because desires are outside the realm of rational thought. To
quote William Oliver Coleman,

Hume did not suppose that the customs, imagination and passions which supply the means
for our ends are “irrational.” They were nonrational, certainly. But they were not irratio-
nal. For these customs and so forth to be irrational would require the existence of a rational
alternative, and no rational alternative existed. So to Hume the “not rational” did not mean
the same thing as “irrational,” “passion” does not mean the same thing as “unreason,” and
a “passion-infested world” need not be an “irrationality-infested world.” (p. 78)

To this the obvious objection is that behavior, then, the slave of unruly desires, can never
be deemed irrational, and thus my Humean argument for the volunteer’s rationality is
unfalsifiable and vacuous. Nagel, among others, has termed Hume’s theory “antirational”
because of its emphasis on desire as passion (1970, p. 10), but this characterization only
takes Hume halfway. Subjectivist theory may be nonrational, because normative reasons
do not present themselves,sui generis, as objective values, but desires, the antecedents
to Hume’s theory of normative reasons as I have described it, do have propositional
content (Smith, 1987, p. 47). As Smith has put it, “the propositional content of a desire
may then simply be determined by its functional role, while the desires themselves are
conceived of as dispositional” (p. 52). The propositional content—the means-end be-
liefs— entailed by desires as normative reasons is clearly susceptible to falsification. In
other words, the means-end set that expresses this proposition is still subject to the
effectiveness requirement.

My purpose is not to defend the Humean view. Rather it is to demonstrate that only the
subjectivist-internalist view can allow for a rational altruist who chooses to contribute time
rather than money. For economists who refuse to reject the possibility of rational, altruistic
volunteerism, this presents the unsettling dilemma that once the effectiveness of means is
established, rationality is purely a normative consideration.If providing houses for people is
good, then I may be a rational altruist whether I choose to donate time or money. But
economics can have little to say about whether providing housing is good, at least when
opportunity costs and utility functions are unknown. Because the only theory of morality
consistent with neoclassical economic analysis is ethical egoism, the volunteer can only be
rational, from an economic point of view, if he or she acts out of self-interest. Such a
self-interested volunteer is certainly not altruistic. Note that, with a Humean theory of
motivation, comparative efficiency, the terra firma of economics, is not a telling criterion of
rational behavior.
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3.5. Community preference production

Part-time volunteering may be motivated by a meta-preference for community-building
that supervenes on a nominal and altruistic goal of, say, home construction. The involvement
of local activists rather than paid professionals would then be comprehensible to the extent
that a meta-preference for promoting community favors volunteerism over monetary con-
tribution. Such volunteers might aim to produce like preferences in fellow community
members through a “demonstration effect.” Because economics takes preferences as fixed or
exogenous, it is ill-equipped to analyze behavior aimed at changing them. Activists of all
kinds have adopted the community preference production strategy, frequently with amor-
phous goal of “making the world a better place.” However stated, the motivation of
community-based altruism may favor volunteering over monetary contribution, regardless of
the effort’s nominal goal.

One observation that supports efforts to change preferences is that there is “market failure
in preference production.” (George, 1993, p. 324) George shows that if people have
something like meta-preferences, which exist apart from actual preferences, and that actual
preferences can be manipulated independently, then market mechanisms can result in
overproduction of undesirable preferences. Inducements to smoke cigarettes would be an
example. The market provision of preference-altering goods (e.g., the nicotine patch) pro-
vides only a partial antidote to the market failure that caused those undesirable preferences
in the first place.

This argument could be adapted to volunteerism in the following way. Consider “The
Charge Against Hunger,” a program sponsored by American Express, which provides that
the company contribute a small percentage of holiday American Express card purchases to
hunger relief charities. Suppose that the television adds depicting children in need while
Stevie Wonder sings “Take the time out to love someone” actually persuade people that
making credit card purchases is a good way to discharge whatever obligation or desire they
feel to help those in need. Their preferences regarding means to prevent hunger have been
altered, although their meta-preference for helping the needy remains intact. The very
impersonal monetary altruism has crowded out other charitable instincts. A personal altruist
who wants to convert these money altruists may combat the American Express advertising
by demonstrating personal involvement.

Similarly, Sen (1978) points out that observed cooperation in Prisoners’ Dilemma games
can be explained if:

the person is more sophisticated than the theory allows and that he has asked himself what
type of preference he would like the other player to have, and on somewhat Kantian
grounds had considered the case for himself having those preferences, or behavingas if
he had them. This line of reasoning requires him to consider the modifications of the game
that would be brought about by acting through commitment . . . and he has to assess
alternative behavior norms in that light. (p. 41)

Kantian ethics do not explicitly acknowledge the possibility that the rules governing moral
actions will actually influence others and become universally accepted. Rather, an act is
moral if the universalization of its guiding principle would be desirable hypothetically. Still,
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the appeal of Kantian ethics derives, in part, from the hope that acceptance of universalizable
rules might be contagious. Volunteers, no doubt, would like to see their activism universal-
ized. This explanation for volunteering would suggest that volunteers are more likely to
enlist the help of others than money altruists are to recruit donors.

4. Conclusion

To quote Simon (1993), “In several areas of economics, current doctrines will have to
undergo severe revision as motives other than economic gain (and especially altruistic ones)
assume their appropriate place in theory” (p. 159). The rational fools of mainstream
economics would not commit the volunteer’s folly, but rational people do. In this paper I
have attempted to show that the “volunteer’s folly” is really no such thing, and that economic
rationality, too narrowly defined, has failed to explain the altruist’s choice to volunteer
time and effort rather than money. As much as economists would like to purge all
normative considerations from their conception of rationality, this exercise merely
empties the term “rationality” of its essential meaning. If economics is to be compatible
with altruism in general, economists must postulate normative, objective values. Yet this
change in premise is not by itself sufficient to explain the choice to donate time and
effort rather than money. A new “socio-economic rationality” would recognize noncon-
sequentialist reasons, constitutive choices, pricelessness, nonrational motivation, and
community preference production. Although some of the modifications these elements
entail could conceivably be built into the existing analytic framework of neoclassical
theory, others—the Humean account of motivation as distinct from goals, for example—
are less easily assimilated.

Two analytic constructs, in particular, are useful to socialize economic man. First,
meta-preferences explain counter-preferential choice and facilitate an evolutionary, path-
dependent theory of preference formation. In this dynamic context, meta-preferences ratio-
nalize altruistic volunteering on the basis of who one is to become. Second, by contrast,
concepts of self rationalize altruistic volunteering on the basis of who one already is.
Well-defined concepts of self are thus more akin to constraints than they are too higher-order
preferences. These two constructs offer alternative ways to conceptualize the elements of a
socio-economic rationality I have discussed. With regard to the rationality of altruistic
volunteering, it is noteworthy that both the notion of pricelessness and of community
preference production involve something like a meta-preference for participating in the
development of community.

Other more radical conclusions may be drawn from this discussion. One is that rationality
is not properly an economic concept at all. Attempts to reconcile economic “rationality” with
the value-laden, common-sense (and philosophical) meaning of the term may be akin to
reconciling American and European “football” by rewriting the rule books—hardly a fruitful
exercise. One might argue, then, that economic rationality may harmlessly coexist with
alternative definitions, with the understanding that rationality in economics is limited to little
more than technical efficiency in the production of goods, services, and utility. But unlike
football, “rationality” hits with evaluative, not just descriptive, impact. For this reason,
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incentives exist to promote confusion to bestow upon one definition of rationality, the
qualities of the other.

Another possible reaction to the issues I have raised is that, my contentions notwithstand-
ing, people are not rational, nor should they be. Hume himself might have taken this position.
Coleman’s (1995) interpretation of Hume is that “[h]uman beings must be active, and not
philosophical; they must feel and act, and not require justifications, for no rational justifi-
cations are known. So not only is reason not necessary to our survival . . . it is actually hostile
to our survival” (p. 76). Economists up to and including Adam Smith did not subscribe to
psychological rationalism. They believed economies and societies operated according to
natural laws that functioned despite human frailties (see Coleman, 1995, p. 156). Among
these laws are those of evolution, according to which “nations stumble upon establishments,
which are indeed the result of human action, but not the execution of any human design”
(Ferguson, 1980, p. 122). Modern economics has chosen to ignore these empirical truths on
the grounds that a more parsimonious theory is more efficient. One might rationally
question whether such methodological efficiency compromises effectiveness. Further-
more, that the economics profession has erected its monolith on the foundation of
individual psychological egoism suggests that it has a vested interest inpromoting a
particular brand of economic rationality as a means of generating empirical support for
this dubious behavioral theory.

Notes

1. Brennan (1994) raises a related issue by questioning whether benevolence requires
that a person pursue the career in which his or her skills are valued most highly by
the market. Several aspects of his analysis illuminate the volunteer’s folly I have
outlined. He considers whether highly skilled benevolent persons who accept
low-pay jobs would better serve society by earning their market value in a
higher-pay job, and then hiring lesser-skilled workers out of extra pay to do their
benevolent work. He presents several arguments for why market valuations
should not be so relied upon. But the framings of our respective discourses are
not substantively equivalent. His arguments rely extensively on externalities that
generate “incorrect” prices. The volunteer’s folly assumes that market prices
accurately reflect social value. The only externality present is entailed by the
convention of money itself, a convention I discuss in relation to the element of
pricelessness.

2. Nagel’s (1970) conception of sympathy is somewhat different. “Sympathy is not, in
general, just a feeling of discomfort produced by the recognition of distress in
others, which in turn motivates one to relieve their distress. Rather, it is the
pained awareness of their distress assomething to be relieved” (p. 80, emphasis
original).

3. See Baker and Jimerson (1992) for a discussion of the economic versus sociological
view of money.
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