COPING RATIONALLY WITH
UNPREFERRED PREFERENCES

David George
La Salle University

The fact that people apparently can, by their own account, behave “irrationally”
has been a point of tension for economists. Responses have, not surprisingly, differed.
Following a variation of Alfred Marshall’s vision of economics, some have chosen to
fully accept “irrationality” as a reality but to leave it outside the scope of economics.
By this approach, the “economy” is precisely that sphere in which forethought and
careful choice do in fact prevail. As a different strategy, others have chosen to simply
tautologize the rationality claim. One, by definition, does what one prefers (from among
the options available), and eannot possibly be in any sense irrational.!

In more recent years, two more developed sorts of responses to apparent irratio-
nality have emerged. One approach, of which Thomas Schelling’s work provides one
example, is that of “dual” or “multiple” selves, within the single person.? Paradozical
instances of an agent restricting her choice set have been conceptualized as attempts
by one such “self” to impose its preferences on a contending internal self, The other
approach has been that of “metapreferences” or “second-order preferences.” Within
this tradition, an agent has at any moment not only a preference ranking of the op-
portunities available but a ranking of different potential rankings as well.

My attempt in this paper will be to strengthen the case for the second-order pref-
erence approach vis-&-vis the multiple-selves approach. My plan is as follows. In the
opening section I summarize two particular sorts of internal conflict recently pre-
sented by Schelling [1996] in this Journal. While the normative coherence of his ap-
proach works well in the first of the cases summarized, I show that it falls decidedly
short in the second. In the section that follows, I describe second-order preferences
and emphasize their superiority to the Schelling approach. Section three will review
some of the economics literature that has placed unnecessary limiting conditions on
what it means to say that an agent’s preferences have improved. The section that
follows demonstrates how the second-order preference approach provides the means
of evaluating preference change that is lacking in the Schelling approach. In the final
section, second-order preferences are shown to represent something of a compromise
between the position represented by Aristotle that preferences can be objectively
ranked and the position represented by most contemporary economists and popular
social thought that they are not even subjectively rankable.

SCHELLING’S TYPES OF INTERNAL CONFLICT

Schelling’s interest in internal conflict has a long history.* The remarks to follow
are based on his recent article in this Journal, a wide-ranging paper that seeks to
distinguish between clearly different sorts of conflict within the person. The most
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successful use of Schelling’s analytical structure occurs when the agent is choosing to
protect himself from a future “unconscious self’ or clearly incompetent self {e.g.,one’s
future intoxicated self) by imposing constraints. A far less successful use of this strue-
ture oceurs when the potentially wayward future self whom the present self is at-
tempting to influence would be fully conscious and competent at the time of carrying
out the act against which the present self is seeking to protect her. I will now offer a
closer look at each of these cases. : '

CASE 1. The example that Schelling offers conforms closely to the experience of
many who are trying to give up smoking. The events that are likely to precipitate the
urge to smoke are many, and drinking stands as one of the most often mentiond
activities that serves to undermine the quitter’s efforts. In Schelling’s words: “One
possibility is thathe anticipates drinking aleohol and knows by experience that drinking
interferes with his reasoning so that he succumbs to the temptation of cigarettes if
cigarettes are readily available. If the individual believes that what alcchol does is to
distort or to anesthetize some of the functions or characteristics that go under the
name of rationality, we can call this situation ‘anticipated irrationality”[1996, 265].

Formally speaking, acceptance of preemptive strikes on the part of the agent to
prevent future smoking that he would voluntarily undertake if free to do so requires
only a relaxing of the assumption that preference is always revealed when choice is
exercised. That is, allowing N to represent “not smoke” and S to represent “smoke”,
we have an agent whose preference is “N pref S” but who acts irrationally when in-
toxicated. To rule out the very possibility that S will be chosen, it is removed from the
choice set, and the agent in a rather indirect way “chooses” the preferred action, N, in
this manner, This is summarized as Case 1in Figure 1.

It is readily apparent that Schelling’s analytical structure serves quite well in
this first case. Constraining future choices is a means of choosing that which is now
and will later be the “rational thing to do,” but which the agent will later simply be
unable to do.

CASE 2. Schelling considers separately a case in which the agent’s preference
and not just his choice depends on the time separating choice from action. When
sober, the agent prefers to not smoke and thus refrains. When intoxicated, it is the
reverse. By this account, “the craving is such a discomfort and distraction that it will
produce an unproductive and disagreeable evening; at the risk of complete relapse it
would be rational to avoid such a dismal and unproductive evening by going ahead
and smoking” [1996, 266]. It is critical to recognize that in Case 1 the agent’s ranking

of possible choices did not change as a consequence of his preemptive strike to limit
future choices. His motive for making the decision well prior to the actual time of
action was that he would not act rationally at this later time. Here, in contrast, we
have the agent rulingoutasa possibility the choice that he would prefer were he not
to take any action. This Case 2 ig also summarized in Figure 1.

The question marks that appear in the final row reveal a shortcoming of the ana-
lytical structure that Schelling chooses to offer. Superficially, it may appear that a
welfare judgment is indeed possible. For it is described as a “craving” to smoke that
the agent experiences when cigarettes are available. "To emphasize that cravings seem
to delegitimize preferences I have offered a variation of Case 2 in Figure 1. Let “smok-
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FIGURE 1
Casel Case 2 Variation on Case 2

1. Preference for time 2 at time 2 N pref S S pref N B pref (8 + punch) pref N
2. Choice for time 2 at time 2 S 5 5 .
3. Explanation for choice “irrational”| preferred prefer-

ence not an option rational choice
4. Preference for time 2 at time 1 N pref 8 N pref S N pref S pref (8 + punch}
5. Choice for time 2 at time 1 N N N —
6. Welfare comparison of “6” with “2”| 5 superior ?? ?

1ngla_nd accepting a punch” be a third alternative and let it be ranked in the sscond
po:sltlon at the potential time of smoking on Saturday, ahead of “not smacking,” CI:I}
being ranked dead last on Thursday. ’ e while
At ﬁz:st consideration this throws open to doubt the legitimacy of the preferen
for smokmg_. On further consideration, however, it is apparent that this “cI:)ravin(;" ?e
‘r‘mt a suf:fic:lent (friterion for delegitimizing a preference. To see this, let S repre li
engage in creative writing” and N represent the opposite (“not engz;ge”) Onz méelrit
1001.{ \.’V.Ith admiration and respect on someone summarized by lines 1 a;id 2 of j‘fh
va1"1at1on of Case 2.” For here would be an agent having such a strong preferen te
:.‘vnte.thaz not even a pending punch would cause her to give up her efforts Cle;el ;
cravings a%'e not necessarily states that we evaluate as unfortunate. While .Schellljxf ,
seeks to rationalize the efforts of an agent to overcome such a crav'ing his exa : lg
ha§ appeal only on anad hoc basis. At a more abstract level, unlike Case,l th mpt’e
action cannot be judged to be necessarily welfare enhanciI;g. R

SECOND-ORDER PREFERENCES

‘ On? way out of this normative impasse is to allow for the possibility that one wh
is restricting one’s future freedom is motivated by a second-order preference Whvlv .
first-order preference is over “bundles” or “activities,” a second-order ref' o in
necessarily over “rankings of bundles” or “rankings of activities.” To hz?ve 216;21213
;rder preferel.lce to not smoke does carry with it the implication that the agent is
‘ etter off having a first-order preference to not smoke. But to tell whether the agent
is better off smoking or not smoking, we need to know what the agent’s ﬂ'rst-ofd
preferenc.e actually is. By definition, if it is to smoke, she is better off smoking th:rI;
not smoking. And if the restriction of future choices manages to shape the first-order
pref;x;nce as she wishes to have it shaped, such self-imposed restrictions make sense
I :; 1‘;:?5:;11? }_1§we tbe poten‘tial to ‘have preferences about preferences isnot a
demonsm’.ate : t51 eration of Aristotle in the paper’s final section will be intended to
‘ : , bu acceptancei of such a human proclivity among economists has been
angential at best. In a seminal work by the philosopher Harry Frankfurt, humans
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were not only argued to have the ability to have preferences for preferences but this
attribute was argued to be the defining feature of personhoed [1971, 6]. Animals in-
deed prefer this to that but animals, argued Frankfurt, are without the ability to step
pack and judge their preferences. While the arguments among philosophers about
the full significance of second-order preferences have been considerable, none, to my
knowledge, has denied Frankfurt's essential claim that only humans can indeed re-
flect on their tastes.

A fonctioning economy, as usually defined, is a uniquely human institution, and
it is noteworthy that this is so within the standard economic model only because
humans have developed the institution of private property and have exhibited the
ability to specialize and trade. On the consumer front, the implied posture of homo
economicus toward his desires is the same as an animal’s posture toward its desires.
More to the point, neither is assumed to have the capacity to evaluate its preferences,
and to embrace or seek to change these preferences following such an evaluation.
Some introductory texts have sought to convey the full generality of demand theory
by reporting empirical findings that animals have downward sloping demand curves
as surely as do humans [Ruffin and Gregory, 1988, 4; and Boyes and Melvin, 1991,
150]. So, for example, if the number of pecks of a bar that are required to issue forth
a fizxed quantity of food is increased, then the representative pigeon will, just as posi-
tive theory predicts, opt for less. The rise in the “price” will have lowered the “quan-
tity demanded.” If Frankfurt is correct, this has to give economists pause, at Jeastin
their normative capacity. While change in the well-being of the consumer serves as
the ultimate measure of economic improvement, this consumer is no different than
what Frankfurt chooses to call a “wanton,” one who, like lesser creatures, doesn’t
reflect on his tastes.” '

Franlkfurt suggests we might look at this in another way. It is common to refer to
a set of potential choices facing an agent and to say that she has a “free will” if she is
free to choose that which she most prefers. So, for example, if a struggling economics
student has the option of (1) studying for a pending economics test, or (2) visiting
some friends, her decision to select the second of these is an instance of the exercise of
a free will. For Frankfurt, a choice of an activity (or bundle of goods) is better under-
stood as the “freedom to act upon the will that one has.” Whether the will is free or not
hinges critically upon whether or not the agent would have chosen the preference
ranking that she in fact happens to be experiencing. If this struggling student wishes
that she had more of a taste for economics, Frankfurt would say that her will was not
free, but would only be so if she preferred studying over visiting friends.

Now while it should be fairly apparent that I believe economists would benefit
from paying heed to what someone outside their ranks is saying, it is only fair to note
that Frankfurt’s argument might have been more compelling had it been modified
with some fairly standard economie insights. To speak of having the “freedom to act
upon one’s will” and to speak of having a “free will” is to be too categorical. Starting
with the first, the wayward student might have preferred partying to either of the
already mentioned optiens, but this might not have been an option on this particular
occasion. It follows that she has a circumscribed “freedom to act on the will that she
has,” meaning simply thata limited number of options are available. We can speak of

COPING RATIONALLY WITH UNPREFERRED PREFERENCES 185

:;re or ic—‘l:ss “;reedorlrll tg act” as the choice set widens or narrows. By the same reason
ing exactly, “free will” becomes a bit strong. To have th ' .
. . e preference ranking that
ranks as the very best imaginable would b oo that 10
e superhuman, but to h i
better than what one current! ’ e
y has would not be. Hence, for this a
‘ X gent to be able t
change her preference ranking such that studying is preferred to the other alterna(i

tives might be better described as a ease of thi i
: this agenth « il i
what she is currently saddled. o Agenthsving s Sreer will’ than with

AN OVERLY RESTRICTIVE INTERPRETATION

In arti.cles appear.ing in the 1970s, something much like a second-order prefer
g;i.i ;jﬁgbfjggrgé ;r’;]the n;r{;nati\}rle economics literature on two different ?rontsb
. worked within the more traditi i
function rathc'er than a preference ranking as his :n;?:;‘);aale‘;;?: ‘;&:11;1'&:: utIShty
{'1974; 1977, in contrast, relied on preference rankings rather than tile util'tye} o
tion, :?.nd at least partly as a result of this managed to draw philosoph docision
theorists into the discussion. phens and decision
Th(? title of Weisbrod’s article, “Comparing atility function in efficiency term
what l_tlnd of utility functions do we want?” creates an initial impressionyth t hS =
rgceptwe to second-order preferences. His loyalty to orthodoxy does howewa*;1 1e 13
him to greatly qualify the extent to which it is possible to rank utility, functio:; ;‘a
he concludes that “The customary proposition that one type of utility function : mt':
be cgmpared to another within an economic efficiency framework is correct icna-nno
eral” [1977, 994]. He further concludes that seme very stringent conditions m %;es-
met beforg a comparison of utility functions is even possible, namely, that © * e
tyI.)e of utility function, and the expected consumption bundl’e it gene’rates I'n;;\'oﬁe
said to be.preferred to another, and the expected consumption bundle it gen:aratey '(;'
:rfszriy ;if (a)btht?51 thJ expected consumption bundles are different and (b) the s:x’nle
consu ;l)) u;)::i 181;51{;; ;57 }];Si;fred no matter which utility function is used to evaluate
Itis the.second of these conditions that is not at all supported by the model that I
am presenting and on which attention will be focused for the remainder of this :te
1}'.10171. In order to give an illustration of what the fulfillment of this condition entail ct_:
is necessary to expand the two-element (*smoke” or “don’t smoke”) example that;’ 1
been used to this point in the paper. Let there now be three elements L?A B and ?35
Suppose that when the agent has (A pref B pref C) as her preference t,his, someh '
causes elements A and B to not be available and that as a consecp.;ence Cis lf::'
choice. Further suppose that when her preference shifts to (B pref A pre,f C),Bi
suddenly {jwailable and becomes her choice. According to Weisbrod, the latter ,refers-
ence ranking would be preferred by the agent since the choice tha;, follows frolin it is
pre_ferred to the choice accompanying the other preference, and this preference holds
whichever of the two rankings one refers to. The agent’s second-order preference for (B
pref A pref C) over (A pref B pref C) is thus strictly instrumental in nature. It amount
to a strategy for being able to attain a more highly-ranked element in ;;he origirxiasl
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preference ranking, and is not in any sense an exercise in embracing or rejecting this
igi i ua ranking.
Ongilizzii?.:;:ll?eg aci)parent that this condition is not fulfilled by the second-orger prei“-
erence approach as developed thus far. To say that a smoker has a ssacond-or e;flz}'e ;
erence to not smoke has been taken fo indicate thatlthe pt?rson is b_etter o 11:0”
smoking while preferring to not smoke” than heis “smoking while preferring to sx;m ﬂ?.
Tt is most certainly not the case that the same act was pre.ferred bath before an ba ;r
the preference change but for some reason not attained prior to the change. Weis ;0 s
eriterion contradicts a clear implication of the second-order p.referen‘ce that has been
presented here. Despite this, similar claims appfga; glzzwﬁ?ere in the literature [Frank,
: Dixi orman, 1978, 2; and Cowen, , . B
198,8121:;Ei;1mgiv1;{chin the structure of preference rankings rather than utility ;'unc-
tions, Amartya Sen places no similar requirement on second-order pr.efer:e;i;:es. n a:
article appearing several years before Weisbrod’s, Sen pre.sents a guﬁft.:-rli Eﬁ;rlea ;.
eater saying “I wish I had a vegetarian’s tastes, for I d}sapprove 0 t e ; zlng ot
animals, but I find vegetarian food so revolting that I can’t bear to eat 11‘:‘, so I do ea
meat” [1974, 63]. Letting M stand for “eating meat” and V stand foz" esiltmg veg—
etables,” this agent is reporting that (1) [(V pre%" M) pref (M pref V)] is his seclczlnb-
order preference, (2) thatif the (V pref M) were h1s: first-order preference, V wou | Z
his choice, (3) but since (M pref V) happens to be his first-order preference, M sw 513.
he chooses. Within much of Sen’s writings on second-order‘ preferences, to simply
assert that the agent has a second-order preference f.or one thing over anothelrii carries
with it an implicit assumption that the elements within the f'u:st—orde;1 ran ng a:ie
within the agent’s choice set, both before and ?.ftel" an.y‘preferencc‘e cda;)ngﬁ: 11:1}: i
clearly, he does not adhere to the Weisbrod criterion, for 1'1: is no.t.requlre 1by. im di\
“the same consumption bundle is preferred no matter which utility function ig used to
o bundles.” .
e"al;lna‘:;:?: ::‘V this clear difference, the context %n which Se‘ml first mtroc.iuccid tl};
second-order preference happens to fulfill the Weisbrod conditions. Bzha;mgt as i i
one had a preference other than what one actually had was a.rgued v enF‘o re .
device for overcoming the Prisoner’s Dilemma. To sum'manze his argument, Figu et
presents the fabled dilemma. The number on the left in each of the bo.xes rc.epre?en z
agent 1’s payoff, the number on the right agent 2's payo_ff. If agent 1 is rat;?‘r;a ar;d
self-interested, his first-order preference ranking (stated in terms of his f1.)5115“) T \:irou d
naturally be (4 pref 3 pref 2 pref 1) which would 1§ad to the selech(?n of ¢ e;r yhox; -
nant strategy B. If agent 2 had an equivalent ranking of her potential payotls, ;S eS
would select B and the well-known result would be a payoff of 2 for eacl:a agelr;ti} . en
argues, if each agent were to behave “as if” he or she valued the other s well- euix‘gt }11n
addition to his or her own, the dilemma might be overcome. To take just. one:‘ oth I‘e
examples considered by Sen [1974, 60-62], Ieach agent might prefer ha\;‘l:f 0 ;0;'
regarding preferences” that lead to the ranking of outcomes on the. ba51§ 0 fel sumf "
payoffs enjoyed. This would result in first-order praferepce .rank?ng( p(;‘i P et
pref 2) for each agent (the agent’s personal payoff alone‘ls still be_mg used ho exgj .
each outcome), the selection of A by each (the now dominant choice) an tde at ain-
ment of a payoff of 3 for each. For each agent, the first-order preference ana outcome
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FIGURE 2
AGENT 2
_ A B
AGENT 1 A 3,3 1.4
B 4,1 2.2
FIGURE 3
All Agents Selfish All Agents “Other-Regarding”
1. Preference for each 4 pref 3 pref 2 pref 1 3 pref 1 pref 4 pref 2
2. Choice for each . B A
3. Payoff for each 2 3

would have changed as shown in Figure 3. What is significant to note is that 3 ranks
higher than 2 for both the “selfish” and the “other-regarding” agent. Since a different
“bundle” (in this case, “payoff”) is realized following the changed ordering, it follows
that both of the Weisbrod criteria are fulfilled.

Sen’s decision to introduce second-order preferences was, it should be empha-
sized, ad hoc in nature. It was not from a pure methodological standpoint that he
proceeded but from the desire to give a richer rendering of the way in which Prisoner’s
Dilemmas could be overcome, While itis clear that he did not, like Weisbrod, treat the
second-order preference as coherent only if it allowed a higher element within the

unchanging first-order preference ranking to be attained, it may have helped to
strengthen this misinterpretation,

REINTERPRETING SCHELLING'S CASE 2

In Figure 4 appears another way of showing Schelling’s conflicted person who
was summarized by Case 2 in Figure 1. Although the second-order preference, first-
order preference, and choice are separated by three days, they pertain to the same
time, namely, let us say, Saturday evening. Note first that the agent's second-order
preference is assumed not to change. Whether it is Wednesday or Saturday, he would
prefer to have a preference on Saturday to abstain from smoking, His first-order pref-
erence and choice of action do, however, differ. On Wednesday he prefers to not smoke
on Saturday and would thus choose, if it were possible, to rule out smoking on Satur-
day. On Saturday, in contrast, his preference would be to smoke and that is what he
would choose to do if the opportunity presented itself,
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FIGURE 4
Wednesday regarding Saturday Saturday regavding Saturday
1. Second-order {N pref 8) pref (8 pref N) (N pref S) pref (8 pref N}
2, Firgt-order NprefS S pref N
3. Choice N s

As some introspection will reveal, the patfern shown in Figure 4 is not an un-
usual one. It is much more common for the first-order preference to shift as the time
between decision and consumption narrews than it is for the second-order preference
to shift. When trying to diet I begin the day preferring to prefer a light dinner and
that second-order preference doesn’t budge. It's a different story with the first-order
preference. Early on my preference is to indeed have a light dinner, but as evening
approaches, the preference to eat quite a bit more arises and, saddled with it, I act
upon it.

Even granting this general pattern for those areas of consumption that might be
called addictive or compulsive, is it possible to say that an agent who is able to act
early rather than late is making himself better off? Schelling’s approach certainly

rules this conclusion out, and mine appears to be no better as it presently stands. If

the agent is able to act on Wednesday, she will on Saturday have a second-order
preference to not smoke, and a first-order preference o smoke, but would have ruled
out smoking as a possibility. This would have to leave her worse off. This is a claim
that may run counter to one’s intuition for at least two reasons.

First, a second-order preference is sometimes interpreted to be nothing more than
a “superior” ranking of the same elements that appear in the first-order preference.
For one so reasoning, an agent who rules out smoking manages to get the preference
of her “higher” self (N pref S) to take precedence over the preference of her “lower”
self, (S pref N). But thisis a mistake. As noted earlier, it only makes sense to choose
that activity which one “prefers to prefer” if one fortunately happens to prefer this
activity.

A second point of confusion has nothing to do with second-order preferences di-
rectly, but with the assumption that an agent, when thoughtful and deliberate and
not in a state in any way resembling Schelling’s Case 1, always chooses to do what he
prefers. If by preference we intend the “overall” sense of the word, then the agent is
indeed best off doing what he prefers. If we are using the word more narrowly, this is
not necessarily so. To see the difference, consider someone reporting that although he
prefers the cholesterol- and calorie-riddled cheese lasagna to anything else on the
menu he is going with a healthier choice. In this context, (a perfectly fine use of
“prefer” in everyday life), the context is narrowed considerably. A person reporting
these food tastes can be interpreted to be indicating that the next 30 minutes will be
most enjoyable if he goes with the lasagna since the benefits are up front and poten-
tial costs far removed. But in an overall sense, his preference is for the healthier
choice, not for the lasagna. And it is the overall sense that has always prevailed (im-
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FIGURE 5
Second-Order Preference First-Order Preference Choice
A (N pref 8) pref (S pref N} S pref N S
B (N pref S) pref (S pref N} S pref N N
C (N pref S) pref (8 pref N) N pref S ()

p}1c1tly) in choice theory. Thus, the agent having a preference to smoke is, by defini
tion, be.tter off smoking than not, regardless of whether or not his second—’ g o
erence is to have a different preference. erderpref
7 Tl_'ns now I:etums us to the original question. Does the agent’s pre-emptive strik
of ruling out cigarettes leave him better off or not? The answer, at least fe ‘;e; ; 1 ;
would appear to hinge on whether or not the agent succeeds in,changin hl} p V? .
ence on Saturday as a consequence of this self-imposed shrinking of the cioilcsel;ri eIr-
Figure 5‘?ppf3ar three combinations of second-order preference, first-order ef N
zx;cz ft?d cho$.gThedﬁrst combination, A, shows the situation if t;he agent ha(f faekzl;
on on Weadnesday. Though preferring to h i
sr‘nok:.ing, his first-order preference isto smol«:ir and }?Z ioii?izii?;?i;:szlitim émm
E;r;a}tmn B sufr;nlarizis t};e situation when the Wednesday action rules out cci)gae;'etzlez-
as no effect on his first-order preference on Saturday. Finally, ¢ inati ;
;hows what would have to be judged a successful outcome. J'rl‘he actig:; oim\;j;i:gac
as managed to no.t only keep the agent from smoking on Saturday but has caused h'y
tastes Eo tum: against smoking. Through what Jon Elster has usefully called a -
grapes” reaction, the agent, unable by his own Wednesday decision to have cigar St(::ur
on Slatfu‘rday, has found himself really not missing them at all. By rulin go : tl?s
posmbﬂ?ty of having them, he has shaped his first-order preferen.ce againstg thzm )
'An important conclusion follows: within the analytical structure that I am .
f}filf, .the “Tzﬁdtl:esimi slfif” increases his welfare only if the act of eliminating ff:;;
oice set that which he would prefer not to prefi i ifti i
order preference. Clearly, state of affairs C is pre?'era?;: ‘tl; i&ei:rl}slilcr}lx S}insz;i'ins ﬁ;St-
able to B. In other words, having the preference one prefers to have and actin Pre_: is
prefer:able to having the preference one doesn’t prefer and acting on it. The liiin in
turn, is preferable to having the unpreferred preference be a reality b;.lt to be ir;;lin
same time unable to act on it. By this analysis, the act of ruling out that whifh thz
agent would prefer not to prefer is anything but neutral. It will leave the agent better
off: or worse off than he would otherwise be, depending on the action’s i
shifting the agent’s first-order preferences. T
Arfd this raises an interesting distinction between Schelling’s Case 2 and the al-
fleilc'?:;ve msc_iel iam propesing. By the Schelling account, whether or not the con-
Wheth;g:;ln;i lz;elsv Itlc; f;{;c;?:ﬁlﬂ% limit the choice set is the determining factor in
' ne. my account
ﬁrst-f)rder preference is the determix}lringy factor. L:a:v lellztzi?eo; ;.::slgz:f;:(:hanlget;he
may illustrate the difference. [ have some eating habits with which I am pz;i?cslar?;
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unhappy. When I was single I never, ever, allowed myself or others to bring potato
chips into my apartment. To do so was to assure their disappearance in a ridiculously
short time. Despite a craving for chips when they were available, I don't recall miss-
ing them at all when they were not. The act of deciding on food shopping day to not
purchase them succeeded not only in stopping me from eating them, but also shifted
my preferences for the better. '

Sleeping provides a very different case. While I certainly enjoy sleeping, at times
I would prefer having a preference for less than my usual seven hours. While I prefer
the seven I would prefer to prefer, say five hours. Despite this, never would I try to
devise strategies for sleeping less through pre-commitment. To do so would not affect
my preference for sleep in the slightest. Referring again to Figure 5, Iwould bein a
case B situation, worse off than if I just went with the existential case A reality,
recognizing that the human condition sometimes necessitates that we have prefer-
ences that are other than what we would wish.® And it is only a definitional problem
that might appear to call this claim into question. Admittedly, many dieters and ex-
smokers will maintain that they are deing what they are despite having a strong
preference to eat or to smoke. But this “preference” would, on closer examination, be
in the nature of an “intrisic” rather than an “gverall” preference. Such an agent is best
understood to be defying her intrinsic first-order preference as well she should since
her overall first-order preference points in a different direction. :

ARISTOTLE’S CATEGORIES

The orthedox economic vision of rational action agrees in certain important re-
spects with the vision of rationality offered by Socrates, for whom “bad” choice could
only result from a less-than-full grasp of the facts. In the works of Aristotle, in con-
trast, the sorts of internal conflict being explored here were much in evidence. In
Boak VII of the Nicomachean Ethics [Ackrill, 1973}, Aristotle distinguishes between
four types of people, three of which will be considered here; the “temperate,” the
“incontinent,” and the “self-indulgent.” Letting I = act in accord with impulses, and E
= exercise restraint, the combination of second-order preference, first-order prefer-
ence, and action for these three types of agent are summarized in Figure 6.

While it would be possible to interpret Aristotle’s distinctions in other ways, sec-
ond-order preferences provide a particularly clear way of highlighting the differences.
For “Temperate” the first-order preference is (E pref I) and the chosen action thus E.
For both “Tncontinent” and “Self-indulgent” the first-order preference is (I pref E) and
the selected action is I. “Temperate” and “Incontinent” share a second-order prefer-
ence to exercise restraint, while “Qelf-indulgent” stands alone in having a second-
order preference to go with his impulses.

Theré may appear to be nothing particularly different than what has already
been discussed in this paper. “Incontinent’s” second-order preference, first-order pref-

_ erence and choice closely resembles what the frustrated smoker’s profile would be on
Saturday were he not to take pre-emptive action. “T'emperate” and “Self-indulgent,”
in contrast, are each content with the preference that they have. But clearly some-
thing new has been added to the picture. The name “Temperate” accords well with an
agent who is at peace with her preferences, while the name “Selfrindulgent” opens up

COPING RATIONALLY WITH UNPREFERRED PREFERENCES 191

FIGURE 6
Second-order Preference First-order Preference Choice
Temperate (E pref I) pref (I pref E) (B prefT) - E
Incontinent (E pref I} pref (I pref E) (I pref E} I
Self-Indulgent {I pref E) pref (E pref I (Ipref ) I
FIGURE 7
Neoclassical [Second-order pref i
1) Can bundles be ranked? Yes Yes : Am;toﬂe
- . - es
2) Criterion for ranking Agent’s tastes | Agent's tastes Objective
3) Can preferences be ranked? No Y
es
4} Criterion for ranking — Agent’s taste ObYES
astes jecti
5) Can second-ovder preference be ranked? — Yes ‘1; =
6) Criterion for ranking — Agent's taste Ob :
8 jective

a whole new issue. It seems that Aristotle was evaluating an agent’s second-ord
Erefel.'ence. While “Temperate’s” second-order preference wasjudged to be ad ‘-Drbler
Self-indulgent’s” second-order preference was not. e
If this interpretation is correct, it would seem to follow that the second-ord
preference structure as here presented stands somewhere between Aristotle’s brl'elf.'
thaft preferences can be evaluated and the orthodox economic belief that the caz 1et
bfa in any way evaluated. This is summarized in Figure 7. In line two appears)’:;he fi not
difference between the three. The second-order preference approach, at least asltli‘S
v.elope_d here, would have to be aligned with the neoclassical approa(;h by this crite-
rion gince for each, the relative goodness of something is determined by the pref: .
ence of the choosing agent. For Aristotle, in contrast, there is a criterign tha]zrti o
scends th(? individual’s preferences. With line three, the second-order preferen ap-
proach sl}lfts its loyalties. Contrary to what the neoclassical appro'éch allows ;9 f i
accord with what Aristotle allows, evaluation of preferences is possible. In lir;e ;'1 -
the seconc.l-order.approach assumes an independence. It is unlike the. neoclass(;::i
:;iproach in offex:mg an evaluation of the agent’s preferences. In is unlike the Aristo-
elian approach in having the agent be the evaluator of her preferences rather th
having them be capable of objective evaluation. i
. The entries that appear in lines 5 and 6 are a repeat of lines 3 and 4, and from thi
%t follows that a re-thinking is necessary as to what distinguishes Az,‘istotle’s « llf?
indulgent” from the agent considered throughout the paper who happened to lf:v .
the preference. that she preferred having. For just as surely as the second-order a .
proacb recognizes the agent’s capacity to evaluate her preferences, there is notil' .
stopping us, on a formal level, from permitting the agent to evaluate’her second :1n g
preference. While Aristotle might be said to have required an evaluation of th_zllc,e?:
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ond-order preference, the second-order preference model itself can at least recognize
that it on occasion occurs.

Frankfurt chose to emphasize that discord between second-order and third-order
is a rarity.” It is worth emphasizing, in closing, that there are some instances when an
agent experiencing discord between the first-order and second-order might wish to
change the latter rather than the former. For example, an “in the closet” gay person
who prefers men to women (and acts on this), and a socially inculcated second-order
preference to prefer to prefer women might wish to see it be the second-order prefer-
ence that is altered. This would suggest a third-order preference (he prefers that he
would prefer to prefer men) and does, of course, complicate the story considerably. As
I have argued elsewhere, following Frankfurt, such cases of conflicts at a higher-
order are rare, particularly in the realm of decision making economists are prone to
focus. Further consideration of such deeper conflicts can remain the sphere of depth
psychologists, or perhaps await consideration by economists at a future time.

CONCLUSION

The approach offered by Thomas Schelling for understanding self-imposed con-
straints is well-suited for those instances when the rationality assumption clearly
breaks down. The intoxicated person acting impulsively and the sleeping person act-
ing with no self-awareness have been rightly removed by Schelling from the realm of
rational choice. It has been my main argument that Schelling has been far less suc-
cessful in attempting to use the same analytical structure to also account for self-
imposed constraints that are, as he himself acknowledges, considerably more para-
doxical. An agent’s choice to rule out now the possibility of eating high calorie foods in
the future is not (at least in my own case) an example of the present self exercising
control over a future self who will be clearly “out of control,” but is instead an example
of the agent’s present-self exercising control over a future calm, deliberate consumer.

Second-order preferences have been offered as an explanatory device that better
captures such internal conflict and that provides a context in which self-imposed con-
straints can be shown to have clear normative implications. Provided that a self-
constraint succeeds in altering not just future consumption but the agent's future
preference ranking as well, it has been shown thata clear welfare gain could result.
No longer must the study of internal conflict be viewed as a redistributional affair,
with one “self” gaining at the expense of another “self.” A united self is again in the
picture, and this united self can be understood as exercising welfare-enhancing strat-
egies.

To evaluate preferences makes many economists uneasy, particularly those for
whom the acceptance of preferences as exogenous forms the very core of the disci-
pline. There is more than a little irony in such a position. At the very time that the
rational choice model is extending well beyond the traditional realm, it would be odd
indeed if a preference that has been isolated by one philosopher as the gingle charac-
teristic most distinguishing humans from other living creatures—the preference for
one’s preferences—were declared to be outside the domain of economics.
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NOTES .

3211;;211;:1; ;vﬁzs;iloi thank .Robe;:: hist)ldfarb, Timur Kuran, and an anonymous referee for valuable
er ver. ini
comm sion o paper. Thanks also to Mare Santugini for the technical assis-
1. gor a s?phisticated de.fense of the position that agents, by definition, “maximize,” see Boland [1981]
\ Hor a rigorous an-:alysw of contendn}g definitions of rationality, see Walsh [1996:, chapters 2-5] .
. [lzz%s:nir; 8[;95159]815 pirha;;’s the originator of this tradition. Other contributors include Sche‘elling
s H a; 1984b; 1996], Elster [1979; 1982; 1985; 1989}, Th. i
: R , ; 5 3 , Thaler and Shefrin [19
i_.uewer}s'tem anfl Thaler [1989]3 Cowen [1991; 1993], and Ainslie [1992]. See Brennan {19:; 1§91§i
or a mtfcal review o?‘ 13he multiple-utility” frameworks and a defense of the orthodox “sin, Ie-;ti].ity”
. assumption. For a critique of Brennan’s argument, see Lutz [1993]. £
. Frankﬁlr‘td [1971] is generally credited with being the first to develop in any detail the nation of a
?;.;;181 T;g:r f;;f?'jrehlzce. For other works on the subject, see Sen [1974; 1977], Jeffrey [1974] George
H ; ,» Majumdar {1980], McPherson [1980; 1982], Van der V. ’ '
. s H y een [1981
Hirschman [1982, chapter 4; 1985], Etzioni [1986], and Lutz [1993] : h Fiaba (1982,
4, See Note 2. ‘
5. Amartya Sen [1977], in choosing to
g to eall the standard homo economicus a “rational fool ™ i
A , 100s ool,” w -
matligirankﬁu.t 8 descnptml} of the “wanton.” But unlike Frankfurt, Sen's underd;veI:;:é, gme::t
;vtasn ¢ aractenzecvl by the failure to evaluate her tastes, but rather by a failure to settle on a fmst
. T;iategl'c way to satisfy them. More will be said on this later in the paper.
. . $ r?mes another com_pllcation. If T know with certainty that I will have a preference for X at the
pllil; 0 actt;al ct:;?s;x:mptmn (e.g., a preference to sleep at 11:30 on Thursday) I should have this same
erence for this time at any point prior, regardless of what my second i i
otherwise, we would be back to a “two-selves” mod o o e e e
) - el, and all the problems that can be thus create
z_n sho;’t, given tI'{at I have a second-order preference for Y but a first-order preference for Xr: ﬂ'(xie
time o consumption, a first-order preference for Y at any time prior only makes sense if by acti
it I impose upon myself not just Y but a preference for Y. yacmeen
7. f:::; ggk;:;:ffif;ng i:hai;:.1 “C[IAghperson may have. . .desires and volitions of a higher other than the
. spectfied that it was the more decisive second-order desi i
ested in. As he put it, “When a i i i nively with ome. s oo Infer:
i s person identifies himself decisively with one of his desi i
commitment ‘resounds’ throughout the potentially endless array of higher orders” [1971%11{15‘]85, thie
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