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INTRODUCTION:
UNDERSTANDING THE
FOUNDATIONS OF ECONOMIC
ANALYSIS

Economics, as a social science, is often
divided  into  two  distinct  branches:
positive  economics  and  normative
economics.  While normative economics
deals  with  value  judgments  and  what

“ought  to  be,”  positive  economics
focuses on objective, fact-based analysis
of  economic behavior and phenomena.
For decades, students and scholars alike
have turned to a seminal text to grasp
these  principles:  An  Introduction  to
Positive  Economics  by  Richard  G.
Lipsey.  First  published  in  1963,  this
textbook revolutionized the teaching of
economics  by  emphasizing  scientific
method,  empirical  testing,  and  the
separation of facts from values. In this
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article,  we will  explore  the  core  ideas
behind  An  Introduction  to  Positive
Economics  Lipsey  presents,  its
historical  context,  its  key contributions
to  the  discipline,  and  why  it  remains
relevant for anyone seeking a rigorous
foundation in economic reasoning.
L ipsey ’s  work  i s  not  mere ly  an
economics textbook; it is a blueprint for
how  to  think  like  an  economist.  By
treating  economics  as  a  positive
science—akin to physics or biology—he
encouraged generations of  students  to
analyze  economic  questions  through
data,  logic,  and  testable  hypotheses.
This  approach  has  influenced  curricula
worldwide and continues to shape how
we  understand  markets,  policy,  and
human  decision-making.  Let  us  delve
deeper into the content and significance

of this landmark text.

WHAT IS POSITIVE ECONOMICS?
A DEFINITION AND OVERVIEW

To fully appreciate An Introduction to
Positive Economics Lipsey offers, one
must  first  understand  the  concept  of
positive  economics  itself.  Positive
economics  is  the branch of  economics
that  describes  and  explains  economic
phenomena as they are, without making
subjective  judgments  about  whether
they are good or bad. It deals with “what
is” rather than “what ought to be.” For
example,  a  positive  economist  might
analyze  the  relationship  between
min imum  wage  i nc reases  and
employment levels using statistical data,
without  advocating  for  or  against  a
specific policy.
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Positive  economics  relies  on  empirical
evidence,  cause-and-effect  reasoning,
and falsifiable hypotheses. Statements in
positive economics can be tested against
reality. For instance, the claim “A rise in
the price of gasoline leads to a decrease
in the quantity demanded” is a positive
statement because it can be supported
or  refuted  by  data.  In  contrast,  a
normat ive  statement  l ike  “The
government  should  tax  gasoline  to
reduce pollution” is based on values and
cannot  be  proven  true  or  false  by
science alone.
Lipsey’s  textbook  systematically
introduces  readers  to  this  framework,
showing how economic models—such as
supply  and  demand,  consumer  choice,
and market structures—can be built and
evaluated  using  positive  methods.  He

argues that  economics must be value-
free in its analytical core, even though
economists  may  offer  normative  advice
as citizens. This distinction is crucial for
maintaining the scientific integrity of the
discipline.

RICHARD G. LIPSEY: THE MAN
BEHIND THE CLASSIC

Academic
Background and
Influence
Richard  G.  Lipsey  (born  1928)  is  a
Canadian economist who spent much of
his career at the University of Essex, the
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London School of Economics, and Simon
Fraser  Univers i ty .  He  is  wide ly
recognized  for  his  contributions  to
economic theory, especially in the areas
of  international  trade,  inflation,  and
unemployment.  However,  his  most
endur ing  legacy  is  arguably  An
Introduction to Positive Economics,
first published when he was still a young
professor.
Lipsey’s  motivation  for  writing  the
t e x t b o o k  s t e m m e d  f r o m  h i s
dissatisfaction  with  existing  economics
texts,  which  he  felt  lacked  scientific
rigor.  Influenced  by  the  philosophy  of
science (particularly Karl Popper’s ideas
about  falsification),  Lipsey  wanted  to
create a book that taught economics as
a form of inquiry that could be tested
and refined, rather than a set of dogmas.

His approach was groundbreaking at a
time when many textbooks focused on
description and normative prescription.

How Lipsey
Defined Positive
Economics
In  the preface to  early  editions  of  his
book,  L ipsey  descr ibes  posit ive
economics as “concerned with what is,
not  w i th  what  ought  to  be .”  He
emphasizes  that  positive  economics
d o e s  n o t  p r e c l u d e  t h e  u s e  o f
assumptions or simplifications, but those
assumptions must be made explicit and
the  resu l t ing  theor ies  must  be
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confronted  with  evidence.  This  idea
became the cornerstone of  the book’s
methodology.  An  Introduction  to
Positive Economics Lipsey  placed at
the  forefront  a  clear,  step-by-step
method:  start  with  a  problem,  build  a
model, derive predictions, and test those
predictions against observed data.

KEY THEMES AND STRUCTURE OF
THE BOOK

The Scientific
Method in

Economics
One of the most distinctive features of
Lipsey’s  textbook  is  its  early  and
thorough  introduction  to  the  scientific
method.  The  first  chapters  lay  out  why
economics  can  be  a  science,  how
theories  are  constructed,  and  what  it
means  for  a  theory  to  be  “true”  or
“false”  in  a  statistical  sense.  Lipsey
deliberately  contrasts  this  with  the
approach  taken  by  writers  who  mix
analysis with policy advocacy. By doing
so, he trains students to recognize when
an  argument  is  based  on  logic  and
evidence  versus  when  it  is  based  on
personal opinion.
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Supply, Demand,
and Market

Equilibrium
Like  many  introductory  texts,  An
Introduction  to  Positive  Economics
covers the basics of supply and demand.
But  Lipsey’s  treatment  goes  beyond
simple curves. He emphasizes that these
are  models  that  depend  on  ceteris
paribus (all else equal) assumptions, and
that  real-world  deviations  should  be
studied systematically. For example, he
explains how shifts in supply or demand
can  be  distinguished  from movements
along  curves,  and  why  price  controls
lead to shortages or surpluses—all using

positive reasoning.

Consumer
Behavior and
Elasticity
Another  core  sect ion  deals  with
consumer  theory,  including  the  law of
diminishing  marginal  utility  and  the
concept of elasticity. Lipsey shows how
elasticity measures respond to changes
in  price  or  income,  and  how  these
measurements  can  be  empirically
estimated.  He  avoids  normative
judgments  about  whether  consumers
“should” behave rationally;  instead, he
treats  rationality  as  a  simplifying
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assumption that can be tested against
actual choices.

Production,
Costs, and
Market
Structures
The book also dives into the theory of
the firm, covering short-run and long-run
costs,  economies  of  scale,  and  the
behavior  of  firms  under  perfect
competition,  monopoly,  oligopoly,  and
monopolistic  competition.  Lipsey
consistently applies positive analysis: he
identifies  the  conditions  under  which

each market structure leads to certain
outcomes  (e.g.,  allocative  efficiency
under  per fec t  compet i t i on ,  o r
deadweight  loss  under  monopoly).  He
presents these as testable propositions,
not as moral critiques.

Factor Markets
and Distribution
Lipsey extends positive economics to the
distribution  of  income,  explaining  how
wages,  rents,  interest,  and  profits  are
determined  by  supply  and  demand  in
factor  markets.  He  discusses  marginal
productivity  theory  and  its  limitations,
always weighing empirical evidence. This
section helps students understand that
income  inequality  is  an  outcome  of
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market forces and institutional rules—a
positive statement that can be analyzed
without  necessarily  endorsing  or
condemning  it.

POSITIVE ECONOMICS VS.
NORMATIVE ECONOMICS:
LIPPSEY’S CRITICAL DISTINCTION

Perhaps the most enduring lesson from
An  Introduct ion  to  Pos i t ive
Economics  Lipsey  wrote  is  the  clear
separation  of  positive  from  normative
economics.  Lipsey  argued  that  mixing
the two leads to confusion and reduces
the  credibility  of  economic  science.
Throughout  the  textbook,  he  inserts
“policy  boxes”  or  discussion  sections
that  explicitly  note when an argument
shifts  from positive  to  normative.  This
pedagogical device helped students see

that  while  economists  can  provide
object ive  analys is  of  the  l ike ly
consequences  of  a  policy,  the  final
decision  about  whether  to  implement
that policy involves value judgments.
For instance, consider the debate over
free trade. Positive economics can show
that removing tariffs generally increases
total  economic  output  (a  positive
statement).  However,  whether  that
increase justifies the job losses in certain
industries  is  a  normative  question.
Lipsey’s book does not tell students what
to think; it teaches them how to think,
empowering them to separate facts from
values.

IMPACT ON ECONOMICS
EDUCATION AND LATER EDITIONS



An Introduction To Positive Economics Lipsey 9

9

A Textbook That
Shaped a
Generation
An  Introduct ion  to  Pos i t ive
Economics was remarkably successful.
It went through many editions (the 14th
edition  was  published  in  2019,  co-
authored  with  other  economists  like
Christopher T.S. Ragan). The book was
adopted  by  universities  across  the
English-speaking  world  and  translated
into  multiple  languages.  Its  influence
extended beyond the classroom: many
policymakers  and  analysts  internalized
its  framework,  contributing  to  a  more
evidence-based  approach  to  economic

policy.

Evolution and
Modern Updates
Later  edit ions  incorporated  new
developments  such  as  game  theory,
behavioral economics, and international
finance.  However,  the  core  philosophy
remained  unchanged:  economics  is  a
posit ive  science.  Lipsey  himself
remained actively involved in updating
the text,  ensuring that  it  continued to
reflect  the  latest  empirical  research
wh i l e  p rese rv i ng  i t s  r i go rous
methodological  focus.  The keyword An
Introduction  to  Positive  Economics
Lipsey  continues  to  be  searched  and
studied because the text remains a gold
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standard for introductory economics that
prioritizes critical thinking over ideology.

CRITICISMS AND LIMITATIONS OF
THE POSITIVE ECONOMICS
APPROACH

While  Lipsey’s  positive  economics
framework has been hugely influential, it
has  a lso  faced  cr i t i c i sm.  Some
economists  argue  that  the  distinction
between positive and normative is not as
sharp as Lipsey suggests. For example,
the choice of which variables to include
in a model or which data to prioritize can
reflect  implicit  values.  Similarly,  the  use
of  assumptions  like  perfect  rationality
has  been  questioned  by  behavioral
economists  who  argue  that  positive
economics  shou ld  incorporate
psychological  realism.

Lipsey  acknowledged  some  of  these
critiques  in  later  editions,  but  he
maintained  that  the  scientific
method—hypothesis,  prediction,
test—remains the best way to advance
economic knowledge. He also noted that
even if models are imperfect, they can
be  improved  iteratively  through
empirical  testing.  This  pragmatic
approach is a hallmark of his textbook
and  helps  students  understand  that
economics  is  a  progressive  discipline,
not a set of eternal truths.

PRACTICAL APPLICATIONS: HOW
TO USE POSITIVE ECONOMICS IN
REAL LIFE

Understanding  An  Introduction  to
Positive Economics Lipsey presents is
not just an academic exercise. Anyone
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can  apply  its  principles  in  everyday
decision-making and policy analysis. For
example,  when  evaluating  a  proposed
tax cut, a positive economist would ask:
“What  evidence  exists  that  tax  cuts
stimulate growth? By how much? Who
benefits?  What  are  the  trade-offs?”
These  are  questions  that  can  be
investigated using data, without initially
taking a partisan stance.
Business  leaders  also  use  positive
economics  to  forecast  demand,  set
prices, and assess market competition.
By  thinking  in  terms  of  testable
hypotheses,  they  can  make  more
informed decisions. For citizens, positive
economics  literacy  helps  separate  fact
from fiction in political debates, fostering
a more rational public discourse.

CONCLUSION: WHY LIPSEY’S
INTRODUCTION STILL MATTERS

In  a  world  saturated  with  economic
opinions  and  conflicting  policy  claims,
the  need  for  a  c lear ,  ob ject ive
framework has never been greater. An
Introduction  to  Positive  Economics
Lipsey  provides  exactly  that.  By
championing  the  scientific  study  of
economic  behavior,  Lipsey  equipped
generations of students with the tools to
analyze  problems  rigorously,  question
assumptions, and demand evidence. The
book’s emphasis on testable predictions
and  the  distinction  between  “what  is”
and  “what  ought  to  be”  remains  a
beacon for those who wish to understand
economics  as  a  science rather  than a
battlefield of ideologies.



12

12 An Introduction To Positive Economics Lipsey 2023-04-14

Whether  you  are  a  student  beginning
your  first  economics  course,  a
professional  seeking  to  sharpen  your
analytical  skills,  or  simply  a  curious
reader who wants to think more clearly
about the economy, Lipsey’s classic text
offers a timeless foundation. Its message
is simple yet profound: good economics

starts  with  objective  inquiry,  and  only
then  can  we  engage  in  informed
normative debate. That is the enduring
legacy of An Introduction to Positive
Economics and the reason it continues
to be read and referenced around the
world.


