
Positive and Normative Economics  

Positive and normative economics represent two distinct approaches within the field 

of economics, each with a different focus and purpose:  

Positive Economics:  
● Definition: Positive economics deals with objective analysis and describes how 

the economy actually works. It focuses on factual statements and  
cause-and-effect relationships.  

● Nature: It is descriptive and based on observable facts. Statements from positive 
economics can be tested and validated through data.  

● Examples: "If the government raises the tax on petrol, it will lead to a decrease in 
petrol consumption" or "Unemployment rises when economic growth slows."  

Normative Economics:  
● Definition: Normative economics involves value judgments about what the 

economy should be like or what particular policy actions should be  
recommended to achieve a desirable goal.  

● Nature: It is prescriptive and based on opinions or values. Statements from 
normative economics cannot be tested or validated through data because they 
reflect beliefs about what ought to be.  

● Examples: "The government should raise taxes on petrol to reduce consumption 
and protect the environment" or "The government must take steps to reduce 
unemployment."  

Key Differences:  

● Fact vs. Opinion: Positive economics is about facts and cause-and-effect relationships, 
while normative economics is about opinions and what policies should be implemented. ● 
Descriptive vs. Prescriptive: Positive economics describes economic phenomena and 
relationships as they are, while normative economics prescribes how the economy should 
function.  
● Testability: Statements from positive economics can be tested for their validity by 

referring to empirical data, whereas normative statements cannot be tested in this way 
because they are based on value judgments.  

Understanding the distinction between these two approaches is crucial for analyzing economic 

policies and debates, as it helps clarify whether a discussion is centered on objective analysis or 

subjective values. 


