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i.lnrsha3"lrs theory of 'tlie coilsun€r llke l{leksr B.s

hsve dls*u*seci, iilc rclieC lrcavily ci1 tl:+ prrych*}o;lcal
introspectlo:r of 'uire collsrljl*f,r *'ar l,Lrrsiid*l; ihe qu:ntS.tatlve

con*npt of utitlty an* its *ubjec'6i'ire *i":::inj-shlnSnee:s *ccsunt

for tire lntrospestion wirile to iil*h;, in*roepeetion ls due io
gre fisslg:lption *f tire consurlerrs imo''.*efge o: bis lnrllfieresc€
!1€:pr fiuc]r psyc]rol"o*:tcal assunptions, in $alrueLsonrF viewl are

upsc enbir'nc *:rd lrffitccfssarf for the pure t'heorg of iire
1

*c:?$uilsrfr' idrich ln bie opt:rlonr c*n b€ explat'"*etl purely on

the uariret behavisur of the conslJil€r aloue" Saaue1sonra

t[eofy !i:r thenofof,sl a beh6viour{"st theoryl fina tt ls also

cn onllru"Lllst theory in tiratl not snly i;he quarrtitatlve

concept of utillty ts dlscredttecls the word tutlllty? ls
rencved entlreLy frOro h1s terrrlnolory of the collslllll€fo

Ssaueleonrs sta.ndl thereforer F€PFesents a revolt agalnst

Hershalltan obsolute mea"surablllty of utlllty s$d agal'nst

Elcksianlntroepectivetndlff€f€tlc€c
rle naln crltlclelB of Hlcksp f'g tbat the lndlffen-

ence eg*Iyeie denarrds too nucb knowledge of tfue lnctlvidual I s

preferences to be rerrllstie. the post lnportant contr{'butlon

of hls behavlou:C"st theo4f ta tha proof t}:at the tndlfference

cu,.re a.nd tts convex eharacturlsttc caJr b'e derived p,rely by

obsertratlon of the lndlvldual' fhe contrast with lllcks lies

here, for acco*llng to SanuelsOn, preferences al}e revesled

oRce a eholee is nadel rihile to tiicks, it nay or ff{r not

revea}preference.Forexample;88sho!filiatbertlagran,Lf

P'A. li*';uelson, eA $ote on the hrre theorll of
p.61.
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glves the 4 dlfferenb bund"les of r:oodso ArBnc, and Ds the
consuner la seen t* choose polat JJ, then tr)l sincs lt 1s on
a htgner lndlffsrence cu er ls reveeled to be preferred to
points Arljr and C. There !e no dlfference of :riew here,
bctv;een Hieks and Sasuelsotto But if tlre oonsusser 1e g:lven the
choice betvreen the 7 eomblnatisns, ArB snd S e{nd is sb*etsred
to choose polnt Cr then la $erauelsonrs ulewr C ls revealed
to be preferred to A or 3s whtle 1n l{leke I vlervl Ar B snd c
ere equa-lIy preferreil sltuatlons ss they all lle on the same

tndlfference curve" thuel the $a.uuelsoai*n enalysis does aot
alluw the tntroepectlve tndlfference of liicks.

A greet merit of the theory te that lt relies on
vely few $ssunptloner fewer than Hleke or i,{arsha-11tsr and. yet
ls able to etate a workable theory of the cor$u$orr In tbe
d,er:lv*tlon of the tndtfferenes or belraviour 

",rr**2, 
the

aoeunptlons made s"re 3

(1) that du::l4 the perlod of obseryatione Chn,nges

ln tastes ds not take place and
. (1f) that acte of choice &re govenred by Z-term

coneietency, ln€. |f e buadles of goodsr A and B are eqtra}ly

expensive, then nlren .A le revealed ts be preferrerl to Br the

lndirnldual nuet o$ ao occasion choose B rather than A1 urrleee

B hes become relatively eheaper or A le ul:.avallable or hae

become reJ-atlvely rnore expenniYe.

Gtven theee Ter? stnple aseuraptionsr tbe lndlfference

*}t.D. Irtttle, 'A Reforn"ulailon of the thcory of
CorisunerBehavlourtrOxfordiicono::i-tePapcrrt1949'[hetenn
rbehavl"our Currret le so nelaed' by llttle.



ci:nro l'ltich Ls ncturlly tJre rinitLng J-ocl of rr)',,caled. prcfen-e:lssj cfl'r bc rlerivecl not fro;: i*.t*s*r.r**"tion but on Fur*bcirur"rriourd-s:;1.

t}:,us, from tire Cii:{ir::,,nr if fg is the bur}.,,,1et Llnep
tj;t=n pointn J|r B, nnrl c *re -hir* diff*.::r:nt co: :l:i,fir:tians of goodx nn* y r;'irLeh f$'e eqrrnlly ex::*i:,::iye* :,rr*n A ts ptmci:,*serle ltls revc::l*d, ta be prc{cr:"ef, to ;} ;j::,il S.

Any other polnt on pq or rvithln the are& OFe rd.l1,
tliereforcp be revealed lrt'er{or to A, ilo';.cnrerr liV point vd-t-
]dn {'tlji r,{"lL -'be pn:ferred to A becau$e lt i.s possible to have
rnore of ons or of both x end y. the srea i,iAI, i,s r.ot aital.nrlble
due to tirc tnri.i;;et ecnsrraint rliller no poir.:,'be ili'lLirr CIQ glre
prer"cit"ble to A. It trolJ.ovre; dl:,erefore, ti.*.t l-:e*.F *re nei13hr.
bsw.'i:scrd, of As tlre lnriifference eurve nust ]u:ve a ns;';atlvo
olopc {sd riust be convexed to the origiri, ir:, orrJer not to
entcr ths n.re& tiAL, or Opq, jiirs urusl:,i:ded n.*r':lon $r ,rone of
i;;;cre:ice cc,tr bo ruirccv*;} dor.n, $uecclriiiv*ty by t*kirr-g d.lffe*
rcnf pr-ice lllresr for exe*ipler f"S arui tU 'Ljrrci&*i pouitions
$ d,:r*. iir $ansfder price li.ne iiSr tnlrer:s $ is cl:osen. therefor€,
S 1* rcv*;ilcd to bc prefcrred ta 3, lilr;ce Jr is pr'ercrued ts
0r ul:icrei'ore1 A ln pret'erred to E enc the trd.snit,e QC$ csJr bo
*llrriria,t*f, ns l.nf,er*or. $lnilarly for price linr: f Ur "blre area
tr# *r:!t tri; ren;rvcd o

tilugr i:.9 riors g"rrd &oro cb{rcn-irtions €,"rc naciel t&e



fio,ro of ignornnea cr,ur be redueed" upwe.rd. In the sErrne ylay, lt
c$r bg raduced d.o"iffu?a1rd. i;'or exrnpl-eu * prtce ltne Wl nay

be frr"3"' tlrrowh A. If the inrltvlCue: is obeerved to choose

'.iir tirereforer \T ls revenled to be prcfcrred. to Ar rmd the
&res If#K c*:r be renove& &3 prefe:red. to Au If this process ls
contlnu*d. ln'lefiruLtelyy the polnts of reduction frorn the upper

nn$ la.;er ase:= Eri.:-l f12:-11-y ecrryerfie and thls srl}l give the
*xact s3:ape *f the lndlffqrsnce cuxre IIr provldedoof cours*t
tt le posslblle to nake lasrly cbsertratlons.

,Ilds illustrdlon shovrs rr,-tirer prrodonte*lIirt that
:le:'*Ly ti;.::o4$ abeenratio:rs of the narLct lr*h.arrio'*r of tbe

conilutiltlf, iiis iiiriiifufel:cs pa'i;tern ce.n be e; t,*oiished' the

;r.eat r:*r{t of l:trliffu=rence errnrss der:lved lrt tirls si:iJ$lert

is bjrat ihey are absalutely free t'r'oa eny associa'Ll'on -"dt'lr

ca:Sin*t ls*i giplte,t in tire nergineul rate of substltuilonl
rvhlch is iire n*iln setbaek of Hicksf eysten of indiffere&ce

CAITIAST
Howeverl there are! several. lirrttaiions 1n the

tbeorxr, the ftrst soneernn wlrat ls brovm as the Lntegrabillty
problea. SareuelsOnie theOrl'' j"f based on a !-dlnenslonB-l

no&el lg sble to sssrd the conplieatlon, for the lndlffer€nse

c&ffie e&,"r tfrea be descrlbed by illfferential equations as

tlrere are tlre11 only Z varlableop goocl x anrl goo<i y. Bu"b ln a

nultj.-dinensLonal nodel tf,ith Uor€ than 2 var:lablese tlren t'he

wirolE tbeoql beconee rrery eonplleatecl'
Ago.therli:gltatlonlethat,oincenethod'o1ogj"ca.11y'

lt.saaules that every act of choiee is a revealed Brefereooer

tiro tireorry breal*s rlorva in situ*tio's sini]er to the theory of

g€14ss, Hrllex:e the Use Ot strategf precludes rtrr l-ntltvirlu"a-1 frrOn

reve;3tlng his tnre preference. Pe:rhapss One of tbe nost seri-

ous objaci;icne to the theorTl ls tbat tt reducee al]- narket

plrenonena d,ow tg tbat or pur€ behavlourisp' As a reeultl it

tp rnrsuitable f3 tactrling problens 1n ecoaonlc d'trnranlcsl

gheresubjectlveanttcipatiorrsandsrec$ationsaboutr\rturgW&gfS suoJgub;Lvt:t r:,3u'r.u*r' a

coiditicns pley a biglrl.y l*po**tl*5
Bobblnsr op. Cit' P'102'


