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Political Economy with a Normative Purpose: 

James M. Buchanan’s Contractarian-Constitutionalist 

Research Program 

Viktor J. Vanberg1 

Abstract: This paper summarizes the core tenets of James M. Buchanan’s research program, its 

contractarianism, dealing with the source from which political orders are to derive their legitimacy, 

and its contractarianism, specifying the requirements for a political order to operate for the mutual 

advantage of all participants. 
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ethics of citizenship. 

I remain, in basic values, an individualist, a constitutionalist, 

a democrat – terms that mean essentially the same thing to 

me (J. M. Buchanan [1975] 2000: 11). 

 

1. Introduction 

The October 16, 1986, announcement of the Nobel Prize Award for James M. Buchanan states: 

Buchanan’s contribution is that he has transferred the concept of 
gains derived from mutual exchange between individuals to the realm 

of political decision-making. The political process becomes a means 

of cooperation aimed at achieving reciprocal advantages. But the 

result of this process depends on “rules of the game”, i.e. the 
constitution in a broad sense. … For nearly forty years, James M. 
Buchanan has devoted himself to development of the contractual and 

constitutional bases for the theory of economic and political decision-

making. 

This statement highlights the two concepts, contractualism and constitutionalism, around which 

Buchanan’s life-long research program revolves, the first focusing on the source from which social-

organizational arrangements among free and equal persons derive their legitimacy, the second 
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focusing on the legal-institutional conditions that are required for such arrangements to operate to 

the mutual advantage of all participants.2 On the occasion of the 40th anniversary this paper 

endeavors to summarize the essential thrust of Buchanan’s contractarian-constitutionalist research 

program. 

 

2. The “Two Wings of Public Choice Theory” 

A co-founder of public choice theory, Buchanan emphasized the distinction between “two wings 

of modern public choice theory” ([1983a] 2000: 24), on the one hand an “economic theory of 

politics” that is applicable to any kind of governmental system and, on the other hand, his own 

research program of constitutional political economy that focuses on the issue of how individuals 

can govern themselves as free and equals in ways that work to the mutual advantage of all 

involved.3 Illustrating this divide by contrasting Joseph Schumpeter’s “positive analysis of 

democratic process” (Buchanan 1984: 52) with the approach to democratic politics advanced by 

Knut Wicksell – whom he counts as a precursor of his own research program – he states: 

Schumpeter’s classic book, Capitalism, Socialism, and Democracy, … 

sketched much of what has later come to be central to positive public choice 

theory. … Schumpeter’s analysis was essentially devoid of normative content. 

… To those whose interest in analysis in the first place arises from a desire to 

reform, to change, to make better, the institutions of modern politics and 

 
2 Buchanan ([1997a] 2001: 15): “I am a constitutionalist and a contractarian: Constitutionalist in 
the sense that the rules of order are, and must be, selected at a different level and via a different 

process than the decisions made within those rules, a contractarian in the sense that I believe that 

conceptual agreement among individuals provides the only benchmark against which to evaluate 

observed rules and actions within those rules.” 
3 Buchanan ([1992b] 2001: 59): “From the early 1970s, public choice, defined comprehensively, 

came to embody two separate and distinct research programs. The first, constitutional economics, 

finds its precursor in the work of Wicksell and its modern representatives in those of Vining, 

Buchanan, Wagner, Brennan and Vanberg. And … my own emphasis has been almost exclusively 

limited to this program. The second research program within public choice falls more appropriately 

under the rubric ‘the economic theory of politics’ and involves the extension of Homo economicus 

to behavior under observed institutional rules.” – Buchanan (2004: 264): “From the outset, I have 
said that public choice, inclusively interpreted, embodies both homo economicus and ‘politics as 
exchange’. By this I mean that the shift of emphasis to constitutions and constitutional constraints 
on ordinary politics allows for a reconciliation of interest-driven political choice and the presence 

of positive-sum political games.” 
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government, Schumpeter seems to curry no message. … The reform-motivated 

scholar must first go through the positive analysis of alternative institutional 

structures before he can design reforms aimed at meeting his objective most 

adequately. But his positive analysis must … have this comparison as its 

ultimate purpose. 

Knut Wicksell4 may be dramatically contrasted with Schumpeter in this 

respect. … The difference lies in the underlying purpose of their analysis. 
Wicksell analyzed democratic politics with a view toward proposing reforms 

in the constitution, in the rules, that would make such politics work better, more 

efficiently in the sense of meeting the needs of individual members of the 

polity.  

 

Schumpeter’s analysis … is precursory to positive public choice theory. But 

such analysis, whether that of Schumpeter or his modern public-choice 

counterparts, remains seriously truncated and incomplete without the 

Wicksellian normative thrust. Public choice theory, conceived strictly on its 

track, leads nowhere. … Public choice theory, with its positive elements 

understood to have purpose of assisting in the ultimate design of the rules of 

the political game, is an essential ingredient into the construction of a society 

of free and responsible individuals (ibid.: 52 f.). 

In his work, Buchanan has often emphasized that, in his view, science, in general, has as its ultimate 

purpose to inform human practice,5 and that, in particular, his own interest is not in public choice 

theory as a purely theoretical and explanatory exercise, but in the guidance it can offer for efforts 

 
4 Buchanan (1984: 52) refers to Knut Wicksell’s Finanztheoretische Untersuchungen, Jena: 

Fischer 1896. 
5 Buchanan ([1979] 2000: 57 f.): “But we must all recognize, I think, that the ultimate purpose of 
positive analysis, conceptual or empirical, must be that of modifying the environment for choice, 

which must in some basic sense be normatively informed. The ultimate purpose is the ‘ought’, no 
matter how purely we stick positively with the ‘is’.” – Buchanan ([1962] 1999: 306): “Indeed the 
only purpose of science is its ultimate assistance in the development of normative propositions. We 

seek to learn how the world works in order to make it work ‘better’, to ‘improve’ things: this is as 

true for physical science as it is for social science.” 
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at social reform, for “the selection of the institutional-constitutional constraints within which we 

interact one with another” ([1982] 2001: 54).6 As he notes about the “science of political economy”: 

Its purpose is to evaluate the structure of the constraints, “the law”, 

with the ultimate purpose of redesign or reform aimed at securing 

enhanced efficiency in the exploitation of potential mutuality of 

advantage ([1982] 2001: 47). 

Speaking of the Virginia Political Economy research program,7 Buchanan stresses that, for him, its 

central feature is “the constitutionalist-contractarian methodological framework” ([1992b] 2001: 

62), rather than positive public choice theory.8 The “task for the constitutional political economist” 

([1986c] 1999: 467), he stresses, is twofold. Positively, it “involves analysis of the working 

properties of alternative sets of constraining rules” (ibid.), normatively, his role “is to assist 

individuals, as citizens who ultimately control their own social order, in their continuing search for 

those  rules of the political game that will best serve their purposes, whatever they may be” (ibid.).9 

The “Virginia research program”, he notes, 

has advanced our scientific understanding of social interaction, but 

the science has been consistently applied to the normatively chosen 

question: How can individuals live in social order while preserving 

 
6 Buchanan ([1982] 2001: 51): “The ‘positive science of political economy’ … does not have as its 

ultimate normative purpose the accumulation of predictive knowledge about behavioral 

relationships in the observable world … Political economy has, instead, the ultimate purpose of 
enabling persons to analyze their own behavior, along with that of others, in some imagined state 

and, from such analysis, to define the appropriate or desired set of constraints that will be then 

embodied in the law assigned to the sovereign for enforcement.” 
7 This appellation refers to the fact that Buchanan pursued his research program at three Virginian 

universities, the University of Virginia at Charlottsville, the Virgina Polytechnic Institute and State 

University at Blacksburg, and George Mason University at Fairfax. 
8 Buchanan ([1992b] 2001: 63): “The program has advanced our scientific understanding of social 
interaction, but the science has been consistently applied to the normative chosen question. How 

can individuals live in social order while preserving their own liberties?” 
9 Commenting on the “science of political economy”, Buchanan ([1982] 2001: 47, 54) notes: “Its 
purpose is to evaluate the structure of constraints, the ‘law’, with some ultimate objective of 
redesign or reform aimed at securing enhanced efficiency in the exploitation of the potential 

mutuality of advantage. … In the ultimate sense, this science, too, finds its normative purpose in 
control. … But the vital distinction between the use of science to assist in the control of subjects-

objects … and the use of science to assist in the self-imposed control of the behavior of those who 

are simultaneously the controllers and the controlled must be kept in mind.” 
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their own liberty? … This differentiation in ultimate normative 

purpose is a feature of Virginia Political Economy that I value 

positively and strongly ([1992b] 2001: 63).10 

Doing analysis with a normative purpose does not mean to blur the difference between factual 

claims and value judgements. The normative purpose serves to provide a focus for theoretical 

inquiry. It directs attention to the study of those factual matters that are of relevance if a certain 

normative premise is adopted as, in philosophical parlance, a hypothetical (rather than a 

categorical) imperative. In other words, it serves as a guide for theoretical and empirical analysis. 

 

3. Normative Individualism: Private and Public Autonomy 

The overarching premise that informs Buchanan’s work is a normative individualism,11 a premise 

which, together with a methodological individualism, defines, as he notes, for him “the constraints 

(the constitution) in which the scientific discourse is conducted” ([1990] 1999: 390). Speaking of 

himself as “a methodological and normative individualist” ([1989] 1991: 29) he states: 

The coherence that the work does posses stems from the simple fact 

that I have worked from a single methodological perspective during 

four decades that spans my career to date, along with the fact that I 

had accepted the normative implication of this perspective ([1986a] 

1999: 27). 

A distinction must be drawn between the methodological 

individualism that builds on individual choice as the basic unit of 

analysis and a second presupposition that locates the ultimate sources of 

value in individuals ([1987] 2001: 9). 

When Buchanan states that the two “foundational elements” of a liberal-democratic order, 

“individual liberty” and “individual sovereignty” are grounded in a normative individualism, he 

points to the natural alliance of the ideals of liberalism and democracy that such grounding 

 
10 Buchanan ([1992a] 2001: 23): “Critics have charged that my work has been driven by an 
underlying normative purpose. … I shall acknowledge that I work always within a self-imposed 

constraint that some may choose to call a normative one.” 
11 Buchanan ([1987] 2001: 9): “A distinction must be drawn between the methodological 
individualism that builds on individual choice as the basic unit of analysis and a second 

presupposition that locates the ultimate sources of value in individuals.” 
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implies.12  Dissociating himself from libertarianism, he insists that liberalism’s “individualistic 

value norm” ([1986c] 1999: 461) cannot be reduced to individual liberty as private autonomy but 

must be understood as the postulate of individual sovereignty that includes the ideal of private 

autonomy as well as the ideal of public autonomy, i.e. the ideals of individual and of collective 

self-determination. In considering “the organization of the political structure” ([1995/96] 2001: 

88), he argues, the “ultimate maximand” cannot be the “maximization of (equal) individual liberty 

from political-collective action” (ibid.: 88 f.). A “more meaningful maximand” (ibid.: 89), he 

posits, is, instead, “the maximization of (equal) individual sovereignty” (ibid.), adding: 

This objective allows for the establishment of political-collective 

institutions, but implies that these institutions be organized so as to 

minimize political coercion of the individual. … So long as one’s 
agreement to such political action is voluntary, the individual’s 
sovereignty is protected, even though liberty is restricted (ibid.).13 

In his view, “advocates of a liberal or free society embodying the maximal exercise of individual 

liberties” neglect the basic question of where “regimes of social interaction” derive their “ultimate 

justification” from ([1991] 1999: 281), i.e. they ignore individuals’ role as sovereigns. 

By its very nature, their sovereignty individuals can only exercise jointly. While individual liberty 

is about private autonomy or individual self-determination, individual sovereignty is about public 

autonomy or collective self-determination. The former reflecting the ideal of liberalism, the latter 

the ideal of democracy.14 A liberal democracy combines the two ideals, “political equality among 

 
12 Buchanan (1995: 293 f.): “Both emerge from a grounding in normative individualism, but one 
version directs attention too narrowly on the range of individual liberty, independently of possible 

restrictions. The alternative version places emphasis on individual sovereignty, rather than directly 

on liberty. … This more inclusive conception of liberalism or the liberal enterprise clearly allows 
for wide variations in the precise range for personal liberty exhibited in different cultures.” 
13 Buchanan ([1991] 1999: 288): “The central premise of individuals as sovereigns does allow for 

delegation of decision-making authority to agents, so long as it remains understood that individuals 

remain as principals.” 
14 Buchanan ([2002] 2005: 23): “[I]f we use the word ‘democracy’, we should refer only to settings 
in which participants in the body politic hold ultimate sovereign authority. Such sovereignty means 

that, in their capacities as citizens, persons acting collectively have powers to make final choices 

as to how they will be governed and what, precisely, they will do, both privately and collectively.” 
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citizens, … and the liberty or independence of each citizen form the coercion of the state” 

(Buchanan ([1997b] 2001: 225).15 

The presupposition “that individuals are the only ultimate source of value” ([1987] 2000: 125) and 

“the ultimate sovereigns in matters of social organization” ([1991] 1999: 288), Buchanan argues, 

implies the liberal ideal of individual liberty as it “implies democracy in governance” ([1987] 2001: 

9).16 As he elaborates: 

If politics is to be interpreted in any justificatory or legitimizing sense 

without the introduction of supra-individual value norms, it must be 

modelled as a process within which individuals, with separate and 

potentially differing interests and values, interact for the purpose of 

securing individually valued benefits of cooperative effort. If this 

presupposition about the nature of politics is accepted, the ultimate 

model of politics is contractarian. There is simply no feasible 

alternative ([1986] 2001: 215).17 

When Buchanan sees the liberal and the democratic ideal equally grounded in the “individualistic 

value norm” ([1986c] 1999: 461), he has in mind the generic meaning of “democracy” as self-

government, in contrast to its popular equation with majority rule.18 As he and Gordon Tullock 

have discussed in their The Calculus of Consent ([1962] 1999), majority rule is not a self-

legitimizing decision-making principle, but must derive its legitimacy from a prior agreement 

among those who will be subject to its application.19 

 
15 A liberalism, Buchanan stresses, that consistently adheres to the “individualistic value norm upon 
which a liberal order is grounded” ([1986c] 1999: 461) must take a contractarian-democratic 

outlook at politics.” 
16 Buchanan ([1985b] 2001: 267): “The first and most critical presupposition that provides a 
foundation for genuine democratic theory is that which locates sources of value exclusively in 

individuals.” 
17 Buchanan ([1975] 2000: 4 f.): “The approach must be democratic, which in this sense is merely 

a variant of the definitional norm of individualism. … Individual freedom becomes the overriding 
objective for social policy, … simply as a necessary consequence of an individualist-democratic 

methodology.” 
18 Buchanan ([1997] 1999: 421): “[M]ajority rule is equated in public attitudes with democracy.” 
19 Buchanan ([1986] 2001: 218): “Majority rule may well emerge from contractual agreement 
entered into by all citizens. But it does so only as one among a set of plausibly acceptable decision 

rules, any one or all of which might be chosen with equal validity. … [T]he rule that emerges from 
contractual agreement reflects the results of cost-benefit calculations on the part of the contractors. 

Because differing sorts of potential collective actions embody differing predicted cost and benefit 

patterns, there may be scope for the co-existence of several collective decision rules. … Majority 
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A direct implication of normative individualism is that legitimacy in social organization must be 

derived from voluntary agreement among the individuals involved.20 Locating “the ultimate source 

of value exclusively in individuals” ([1987] 2001: 9), normative individualism requires respecting 

individuals as the “ultimate sovereigns in matters of social organization” ([1991] 1999: 288). As 

Buchanan puts it: 

The justificatory foundation for a liberal social order lies, in my 

understanding, in the normative premise that individuals are the 

ultimate sovereigns in matter of social organization, that individuals 

are the beings who are entitled to choose the organizational-

institutional structures under which they will live. In accordance with 

this premise, the legitimacy of social-organization structures is to be 

judged against the voluntary agreement of those who are to live or 

are living under the arrangements that are judged. The central 

premise of individuals as sovereigns does allow for delegation of 

decision-making authority to agents, so long as it remains understood 

that individuals remain as principals. On the other hand, the 

normative premise of individuals as sovereigns does not provide 

exclusive normative legitimacy to organizational structures that – as, 

in particular, market institutions – allow internally for the most 

extensive range of separate individual choice. Legitimacy must also 

be extended to ‘choice-restricting’ institutions so long as the 
participating individuals voluntarily choose to live under such 

regimes (ibid.).21 

Normative individualism, by insisting on agreement as the criterion of legitimacy,22 implies a 

proceduralist approach to judging social matters, in contrast to an ethics that aims at judging 

outcomes or end-states as such. Such proceduralist perspective is clearly implied in the 

understanding of markets as exchange-systems, constrained by an institutional framework aimed 

at securing the voluntariness of the transactions participants conclude among each other. According 

to the logic of the system, market outcomes can only be judged in terms of the process that brought 

them about, namely in terms of the extent to which the participants can reasonably be assumed to 

 

rule, as a uniquely legitimate principle for the making of political decisions, cannot be derived from 

the contractarian perspective as such.” 
20 In one of his first publications Buchanan advocates a principal of fiscal equity of which he says: 

“It is essential as a guide to the operation of a liberal democratic society, stemming from the same 

base as the principle of equality of individuals before the law” ([1950] 2001: 8). 
21 Buchanan ([1991] 1999: 281: “What is the ultimate justification for regimes of social interaction. 
… Social philosophers who are … advocates of a liberal free society embodying the maximal 
exercise of individual liberties have often neglected these basic questions.”  
22 Buchanan ([1985a] 2001: 250): “Legitimacy can be derived only, at one level or another, from 
the voluntary consent of individuals.” 
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have voluntarily agreed to the transaction in which they have been involved. Applied to the realm 

of politics a proceduralist understanding implies: 

There is no criterion through which policy may be directly evaluated. 

An indirect evaluation may be based on some measure of degree to 

which the political process facilitates the translation of expressed 

individual preferences into observed political outcomes. The focus of 

evaluative attention becomes the process itself, as contrasted with 

end-state or outcome patterns. ‘Improvement’ must, therefore, be 

sought in reforms in process, in institutional change, that will allow 

the operation of politics to mirror more accurately that set of results 

that are preferred by those who participate. … [T]he constitution of 

politics rather than policy itself becomes the relevant object of reform 

([1986c] 1999: 462). 

 

4. Exchange Paradigm and Contractarianism 

The normative purpose that, in his account, should serve as a guide, not only for political economy 

but for economics in general, Buchanan has quite explicitly stated in “What Should Economists 

Do?”, his 1964 Presidential Address to the Southern Economic Association. Calling his paper an 

“essay in persuasion” ([1964] 1999: 29) he urges economists to concentrate their attention on 

exchange and all kinds of “cooperative associations of individuals” (ibid.: 35), inquiring into how 

they may be made “mutually beneficial to all parties” (ibid.), noting: 

This mutuality of advantage that may be secured … as a result of 
cooperative arrangements, be these simple or complex, is the one 

important truth in our discipline (ibid.: 36).23 

As he elaborates: 

I am simply proposing, in various ways, that economists concentrate 

attention on the institutions, the relationships, among individuals as 

they participate in voluntarily organized activity, in trade or 

exchange, broadly considered (ibid.: 41 f.).24 

 
23 Buchanan ([1964] 1999: 34): “I want economists to modify their thought processes, … I want 
them to concentrate on ‘exchange’ rather than ‘choice’.” – Buchanan ([1983] 2000: 16): “The 
approach that I have long urged … was called catallaxis, the science of exchange, by some 19th 

century proponents. … This approach to economics … draws our attention directly to the process 

of exchange, trade, or agreement, to contract.” 
24 Suggesting that economics might better be called “catallactics” or “symbiotics”, Buchanan 

([1964] 1999: 35) states: “The second of these would, on balance, be preferred. Symbiotics is 
defined as the study of the association between dissimilar organism, and the connotation of the 



10 

 

Commenting, two decades later, on his Address he states that it was meant to urge his colleagues 

to 

exorcise the maximation paradigm from its dominant place in our 

tool kit, … that we stop worrying so much about the allocation of 
resources and the efficiency thereof, and, in place of this whole set 

of ideas, that we commence concentration on the origins, properties, 

and institutions of exchange, broadly considered ([1983a] 2000: 16). 

And, in an autobiographical essay, he states: 

My interest in understanding how the economic interaction process 

works has always been instrumental to the more inclusive purpose of 

understanding … how freely choosing individuals can secure jointly 
desired goals. The simple exchange of apples and oranges between 

two traders – this institutional model is the starting point for all that 

I have done ([1986a] 1999: 26). 

There exists, as Buchanan stresses, an intrinsic connection between the exchange paradigm and 

contractarianism. “Indeed”, he argues, “contractarianism can be interpreted as little more than an 

extension of the paradigm of free exchange to the broader setting” ([1988b] 2001: 150).25 For both, 

the narrower and the broader interpretation of “exchange”, agreement among the parties involved 

is the only test for the presence of mutuality of advantage.26 

Speaking of the “market” as “the institutional embodiment of the voluntary exchange processes 

that are entered into by individuals in their several capacities”, Buchanan ([1964] 1999: 38) notes: 

Individuals are observed to cooperate with one another, to reach 

agreements, to trade. The network of relationships that emerges or 

evolves out of this trading process, the institutional framework, is 

called “the market”.27 

 

term is that the association is mutually beneficial to all parties. This conveys more or less precisely, 

the idea that should be central to our discipline.” 
25 Buchanan ([1983a] 2000: 17). “The emphasis shifts, directly and immediately, to all processes 

of voluntary agreement among persons.” 
26 Buchanan and Tullock ([1962] 1999: 251): “The only test for the presence of mutual gains is 

agreement.” 
27 Buchanan ([1989] 1991: 37): The economist “adjudges the exchange to have been utility 
enhancing for each trader to the extent that the process itself has embodied attributes of fairness 

and property. If there has been neither force nor fraud, and if the exchange has been voluntary on 

the part of both traders, it is classified to have been mutually beneficial.” 
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Such outlook at “the market” in terms of the “exchange paradigm” he contrasts with the 

“maximation paradigm” that he considers “the fatal flaw in modern economics” (1979: 281).28 The 

“differences between the allocationist-maximation and the catallactic-coordination paradigm” 

([1990] 2001: 6) have, Buchanan stresses, important implications for the “normative evaluation of 

institutions” (ibid.), in markets as well as in politics. While, to “the allocationist, the test of the 

market becomes the comparison with the abstract ideal defined in his logic” (ibid: 7), for the 

“catallactist” (ibid.) the measuring rod is the extent to which markets provide opportunities for 

mutually beneficial exchange. And, in its application to politics, “the allocative paradigm in 

orthodox economics … becomes little more than the extension of the standard efficiency calculus 

to the aggregative economy” (ibid: 9). The exchange or “catallactic paradigm” (ibid.), in contrast, 

“immediately calls attention to the institutional structure of political decision- making” (ibid.) and 

to its suitability for allowing mutual gains to be realized by all participants.29 As Buchanan ([1977b] 

2001: 112) notes: “To the extent that results can be fitted into the exchange pattern, economists can 

infer that all parties secure gains. … This explanatory-evaluative task for the economist can be 

extended from the simplest to the most complex institutional structures.”30  

 

5. Politics as Exchange: A Constitutional Task 

When Buchanan speaks of “politics as exchange”, this is not meant as a factual statement about 

how politics generally works, but to posit the ideal that politics should be organized in such manner 

 
28 Buchanan (1979: 281): “The behavioral paradigm in economics is that of the trader whose 
Smithian propensity to truck and barter locates and creates opportunities for mutual gains. This 

paradigm is contrasted with that of the maximizing engineer who allocates scarce resources among 

alternatives.” 
29 Buchanan ([1983a] 2000: 17): “The emphasis shifts, directly and immediately, to all processes 

of voluntary agreement among persons.” 
30 In his 1964 Presidential Address to the Southern Economics Association Buchanan ([1964] 1999: 

39) noted: “The task of the economist includes the study of all such cooperative trading 
arrangements which become merely extensions of markets as more restrictively defined.” – 

Looking back to his Address he comments: “My argument was that economics, as a social science, 

is or should be about trade, exchange, … including all the complexities of modern contracts as well 
as the whole realm of collective agreements on the constitutional rules of political society” ([1989a] 

2001: 240). – Buchanan ([1983a] 2000: 17): “If we take the catallactics approach seriously, we 

then quite naturally bring into the analysis complex as well as simple exchange, with complex 

exchange being defined as that contractual agreement process that goes beyond … the simple two-

person, two-commodity barter setting.” 
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as to be, like voluntary market exchange, mutually beneficial to all parties involved.31 More 

specifically, the “exchange or cooperative paradigm” ([1990] 1999: 385)32  posits the constitutional 

ideal that the political process ought to operate within the framework of rules that promises mutual 

benefits for all participants and to which, therefore, all can voluntarily agree.33 As Buchanan puts 

it: 

If we adhere strictly to the individualist benchmark, … (politics) 
becomes a complex exchange process, in which individuals seek to 

accomplish purposes collectively that they cannot accomplish non-

collectively or privately in any tolerably efficient manner. The 

catallactic perspective on simple exchange of economic goods 

merges into the contractarian perspective on politics and political 

order ([1988a] 2001: 62).34 

On the connection between the exchange paradigm and the contractarian perspective, he further 

notes: 

[T]he approach to economics that I am advancing extends to cover 

the emergence of a political constitution. At the conceptual level, this 

can be brought under the framework of a voluntaristic exchange 

process. The contract theory of the state, and most of the writing in 

that tradition, represents the sort of approach to human activity that I 

think modern economics should be taking ([1964] 1999: 39). 

Speaking of the “idealized conceptualization of politics as complex exchange” ([1986] 2000: 71), 

he states: 

In this conceptualization the political process and the market process 

are analogous. In each process, individuals seek to further their own 

 
31 Buchanan ([1983a] 2000: 21): “This behavioral postulate … stems from the original 
contributions of the classical economists themselves, whose great discovery was that individuals 

acting in pursuit of their own interest may unintentionally generate results that serve their overall 

‘social’ interest, given the appropriate framework of laws and institutions.” 

32 Buchanan ([1976] 1999: 147): “In my view…the exchange-contractarian paradigm is the 

only one that is wholly consistent with what we may legitimately call ‘democracy’ or with a social order that embodies ‘democratic values’.” 
33 Buchanan ([1986] 2000: 74): “My concern is with the idealization of politics. … What would be 
required if politics is to be appropriately conceived as complex exchange, analogous to that which 

takes place in the idealized market.” 
34 Buchanan ([1986] 2001: 215): “If politics is interpreted in any justificatory or legitimizing sense 
without the introduction of supra-individual value norms, it must be modelled as a process within 

which individuals … interact for the purpose of securing individually valued benefits of 

cooperative effort. If this proposition about the nature of politics is accepted, the ultimate model of 

politics is contractarian. There is simply no feasible alternative.” 
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interests, whatever these may be, by engaging in social interaction 

(ibid.).35 

In their The Calculus of Consent, Buchanan and Tullock stress that mutuality of advantage is the 

normative measuring rod against which the organization of politics, no less than the market order, 

is to be judged: 

Both the economic relation and the political relation represent co-

operation on the part of two or more individuals. The market and the 

State are both devices through which co-operation is organized and 

made possible. Men co-operate through exchange of goods and 

services in organized markets, and such co-operation implies mutual 

gain. … At base, political or collective action under individualistic 
view of the State is much the same. Two or more individuals find it 

mutually advantageous to join forces to accomplish certain common 

purposes ([1962] 1999: 18).36 

Ensuring that the political process does, in fact, serve their common purpose, is a task the group in 

question must solve by coming to a contractual agreement on a system of basic rules from which 

they all expect to benefit.37 The authors describe this task in these terms: 

Adam Smith and those associated with the movement he represented 

were partially successful in convincing the public at large that, within 

the limits of certain general rules of action, the self-seeking activities 

of the merchant and the moneylender tend to further the general 

interests of everyone in the community. An acceptable theory of 

collective choice can perhaps do something similar in pointing the 

 
35 Buchanan ([1983a] 2000: 17): “By more-or-less natural extension of the catallactic approach 

economists can look on politics, and on political process, in terms of the exchange paradigm.” – 

Buchanan ([1990] 1999: 384): “If an exchange … paradigm is taken to be descriptive of the 
inclusive research program of the discipline, then economics involves inquiry into cooperative 

arrangements for human interaction, extending from the simplest of two-person, two-good trading 

processes through the most complex quasi-constitutional arrangements for multi-national 

organizations.” 
36 Buchanan and Tullock ([1962] 1999: 23): “The economic approach … incorporates political 

activity as a particular form of exchange; and, as in the market relation, mutual gains to all parties 

are ideally expected to result from the collective relation. … To be justified by the criteria employed 
here, collective action must be advantageous to all parties.” – “We view collective decision-making 

(collective action) as a form of human activity through which mutual gains are made possible. 

Thus, in our conception, collective activity, like market activity, is a genuinely cooperative 

endeavor in which all parties, conceptually, stand to gain” (ibid.: 266). 
37 Buchanan and Tullock ([1962] 1999: 250 f.): “The ‘social contract’ is, of course, vastly more 
complex than market exchange…. Nevertheless, the central notion of mutuality of gain may be 
carried over to the political relationship.” – “The essence of the contractual conception of the 

collectivity involves the mutuality of gain among all members of the group” (ibid.: 252). 
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way toward those rules for collective choice-making, the 

constitution, under which the activities of political tradesmen can be 

similarly reconciled with the interests of all members of the social 

group (ibid.: 22). 

Mutually beneficial exchange by which “the interests of all members of the social group” may be 

reconciled can only be achieved at the constitutional level where the participants exchange 

commitments to honor agreed-on rules, not at the level of ordinary, day-to-day politics.38 In 

Buchanan’s words: 

It is at the operational level, where solidified economic interests of 

individuals and groups are directly subjected to modification and 

change by State action, that violent conflicts of interest can, and do, 

arise. At the “higher” constitutional level the problem confronted by 

the individuals of the group is that of choosing among alternative 

rules for organizing operational choices, and the discussion at this 

level will be concerned with the predicted operation of these rules. 

… Conceptually, men can reach agreement on rules, even when each 

party recognizes in advance that he will be “coerced” by the 
operation of agreed-on rules in certain circumstances ([1990] 1999: 

380).39 

On such agreement on rules, Buchanan comments: 

[I]ndividuals choose to impose constraints or limits on their own 

behavior primarily, even if not exclusively, as a part of an exchange 

in which the restrictions on their own actions are sacrificed in return 

for the benefits that are anticipated from the reciprocally extended 

restrictions on the actions of others with whom they interact (ibid.).40 

 
38 Buchanan ([1966] 2001: 256): “The members of the group may, of course, disagree on the rules, 

as they discuss these at the constitutional level of decision. … But it is precisely at this 
constitutional stage that discussion in some meaningful sense can take place. It is this stage where 

analysis and argument can be helpful in resolving differences of opinion.  … The reconciliation 
that is possible here is achieved through the fact that self-interest, as the individual himself 

perceives this, becomes less and less identifiable in any objectively measurable sense, for the 

individual is removed from the moment of pure conflict.”  
39 Buchanan ([1967] 1999: 221f.): “If the choosing individual is placed in the position of selecting 

among institutions, among alternative rules of the game, and if he cannot predict with any degree 

of accuracy his own particular position on subsequent rounds of play, his own private interest will 

… lead him to choose rules that will be efficient for the group, taken as a whole. And consensus 

among all members on a common set of rules becomes conceptually or potentially possible.” 
40 Buchanan ([1976] 2001: 128): “The ‘problem’ of social order is faced eternally by men who 

realize that they must live together and that to do so they must impose upon themselves social rules, 

social institutions.” 
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Commenting on the fact that such agreed-on restrictions need to be enforced, he 

notes:  

The observed presence of coercive elements in the activity of the 

state seems difficult to reconcile with the model of voluntary 

exchange among individuals. We may, however, ask: Coercion to 

what purpose? Why must individuals subject themselves to the 

coercion inherent in collective action? The answer is evident. 

Individuals acquiesce in the coercion of the state, of politics, only if 

the ultimate constitutional ‘exchange’ furthers their interests. 
Without some model of exchange, no coercion of the individual by 

the state is consistent with the individualistic value norm upon which 

a liberal social order is grounded ([1986c] 1999: 461).41 

Characterizing his own “contractarian-constitutionalist research program” ([1986a] 1999: 24), 

Buchanan notes: 

[T]he exchange paradigm … when applied to the choices among 
political rules … merges into political philosophy, and … becomes a 
natural component of a general contractarian theory of political 

interactions. Almost by definition, the economist who shifts his 

attention to political process while retaining his methodological 

individualism must be a contractarian (ibid.). 

The constitutional perspective … emerges naturally from the 
politics-as-exchange paradigm or research program. To improve 

politics, it is necessary to improve or reform the rules, the 

framework within which the game of politics is played. … A game 
is described by its rules, and a better game is produced only by 

changing the rules ([1983a] 2000: 19).42 

The challenge in reaching an agreement on rules that benefit “all members of the social group” is, 

though, that, in a democratic system of self-government, such rules are a public good for the group 

in question. While there are, as amply demonstrated by the rent-seeking literature,43 incentives to 

 
41 Buchanan ([1990] 1999: 388f.): “[W]ithin the tradition of contractarian political philosophy … 
attempts were made to ground justificatory argument for state coercion on agreement by those 

individuals who are subject to coercion. … The assignment to the individual of a capacity for 
rational, independent choice, as such, allowed … a science that embodied a legitimizing 
explanation for the emergence of and existence of the state. In agreeing to be governed, explicitly 

or implicitly, the individual exchanges his own liberty with others who similarly give up liberties 

in exchange for benefits offered by a regime characterized by behavioral limits.”  
42 Buchanan ([1986a] 1999: 24): “The contractarian or exchange program must shift, almost by 
necessity, to the stage of choices among rules. The contractarian becomes a constitutionalist, and I 

have often classified my own position with both these terms.” 
43 Buchanan, J. M., R. D. Tollison, G. Tullock (eds.) 1980: Toward a Theory of the Rent-Seeking 

Society, College Station: Texas A & M University Press. 
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engage in politics for the purpose of seeking privileges, equivalent incentives do not exist for 

engaging in the search for rules that promise mutual benefits for all involved.44 As Buchanan and 

his co-author Geoffrey Brennan ([1985] 2000: 160) phrase it: 

Who are to take upon themselves the personal burden of designing 

provisional proposals for basic changes in the rules when the 

promised benefits accrue publicly, that is to all members of the 

political community …? 

To the extent that ‘investment’ in institutional analysis, design, 
argument, dialogue, discussion, and persuasion is costly in a 

personal sense, the individual of the orthodox model will forgo such 

investment in favor of more immediate gratification of privately 

directed desires (ibid.: 162). 

From such diagnosis they conclude that in 

deriving some conceptual explanation of why individuals might be 

expected to seek out, design, argue for, and support changes in the 

general rules of the sociopolitical order … it is necessary to resort to 
some version of ‘general interest’ or ‘public interest’ as the 
embodiment of a shared moral norm (ibid.: 163].45 

Or, as Buchanan affirms: 

[B]ecoming informed about, and participating in the discussion of, 

constitutional rules must reflect the presence of some ethical precept that 

transcends rational interest for the individual ([1989] 1999: 371]. 

To such “ethical precept” he refers to as the “ethic of constitutional citizenship” (ibid.).46  

 

 

 
44 Buchanan ([1983b] 2000: 125): “The results of such investment become genuinely public goods 

in large-number settings, and each individual will have familiar free-rider incentives to hold back 

on his or her contribution.”  
45 Buchanan ([1967] 1999: 301f.): “The effective operation of democratic government, … requires 
the adherence of its citizens to what may be called the ‘constitutional attitude’ …If this is not 
recognized, and if individuals come to consider governmental processes as nothing more than 

available means through which separate coalitions can exploit each other, democracy cannot and 

should not survive.” 
46 On constitutional discourse that aims at “generating social order that is mutually beneficial to all 
participants” ([2005] 2005: 43) Buchanan comments: “The ethical norms appropriate for such 
interaction are those that involve mutual respect, tolerance, and the eschewing of resort to 

opportunistic advantage, all of which are aspects of reciprocity” (ibid.). 
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6. The Limits of Constitutional Design and the Ethics of Citizenship 

 

Even though the focus of his research program is on the central role that institutional-constitutional 

framing must play in securing mutually beneficial cooperation, Buchanan recognizes that there are 

limits to its effectiveness and that ethical dispositions may need to serve as a compensating factor, 

both at the level of constitutional choice and in sub-constitutional conduct.47 Contrasting 

individuals’ actions in their private and in their public capacity, i.e. as citizens and participants in 

self-government, he argues: 

In acting or behaving as a “public choice” participant, the individual is 
presumed to be aware that he is, in part, selecting results which affect 

others than himself. He is making decisions for a public of which he 

forms a part. This characteristic feature of “public choice” distinguishes 
it sharply from “private choice” ([1972] 2000: 29). 

In their private choices individuals are free to pursue their own interests, as long as they respect 

the limits defined by the legal framework within which they operate. As “public choice” 

participants, in contrast, they act under an ethical obligation that Buchanan refers to as the “ethic 

of constitutional citizenship” ([1989] 1999: 371), distinguishing it from “ethical behavior in 

interaction with other persons within the constraints imposed by the rules on an existing regime” 

(ibid.).48 On the “ethic of constitutional citizenship” he comments:  

I want to suggest here that each one of us, as a citizen, has an ethical 

obligation to enter directly and/or indirectly into an ongoing and 

continuing constitutional dialogue that is distinct from, but parallel to, the 

patterns of ordinary activity carried on within the rules that define the 

existing regime (ibid. 369). 

 

And he censors that “an erosion of the ethical principle of constitutional responsibility” (ibid: 371) 

makes the “constitutional regime that we inherit … vulnerable both to non-principled exploitation 

 
47 Buchanan ([1983b] 2000: 125): “Economists in particular are likely to neglect the importance of 

ethical content in quite ordinary behavior, whether this be in market or non-market settings.” 
48 Buchanan ([1986] 1999: 371): “An individual may be fully responsible, in the standard ethical 

sense, and yet fail to meet the ethical requirement of constitutional citizenship. The individual may 

be truthful, honest, mutually respectful, and tolerant in all dealings with others; yet, at the same 

time, the same individual may not bother at all with the maintenance and improvement of 

constitutional structure.”   
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and the natural erosion of historical change” (ibid.).  In order to guard against such prospects, 

Buchanan argues, citizens must encourage in each other the ethical dispositions a system of self-

government requires. There exists, he posits, a need for “an ethical discourse that encourages 

individuals … to contribute voluntarily to all sorts of public goods projects” (1994: 82). 

 

7. Conclusion 

 

Its “normative purpose” does clearly not mean that Buchanan’s political economy were about 

pronouncing value judgments. Rather, it means that the question it seeks to address is a normative 

one, namely how self-governing individuals should organize their political and social life, if they 

wish to enhance the prospects of realizing mutual gains, or, as Buchanan put it, if they seek to 

reform the legal framework under which they live with the aim of “securing enhanced efficiency 

in the exploitation of mutuality of advantage” ([1982] 2001: 47). The claims he advances about 

how this purpose might be achieved are strictly positive in nature. They are conjectures about 

factual matters, and like all empirical propositions, they are subject to critical scrutiny. Their 

examination, correction and further development is the task of scholars who share Buchanan’s 

normative purpose and seek to carry on his contractarian-constitutional research program. 
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