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» City Quiz
1. Which city is largcst cityin the United States?
A. Helena,

B. New York City,
C. Harrisburg,
D. Albany, or

k. Sacramento.
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» City Quiz

2. Which city is largest city in France?
A. Bayonne,

B. Dunkerque,

C. Paris,
D. Mulhouse, or

L. Perpignan.
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» City Quiz
3. Which city is largest city in Japan?
A. Kitakata,
B. Numarta,
C. Shiroishi,

D. Takayama, or
L. Tokyo.
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» City Quiz
4. Which city is largest city in China?
A. Shanghai,
B. Garze,

C. Nagqu,
D. Rizhao, or

L. Ningjin.
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» City Quiz

This quiz should have been cxtremcly casy ( providcd
that you did not over think things). Why is that?
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Are the requirements of rational choice theory

OO0 dcmanding o bC OfUSC KO, rc:al pCOplC?
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Herbert Simon (Carnegie Mellon alert!)
believes that the traditional demands of rational
choice are unrealistic. Human bcings have a limited
amount of mental computational resources, and so
human rationality is necessarily "bounded” by severe
constraints. Simon therefor proposes to modify the

thf:ory of rational choice in light of these constraints.
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2 O0tisticing

One method for “bounded” reasoning that Simon
proposes is satisﬁcing. According to this, a person just
scarches the options until thcy find an option that is
mmﬁzdozy or just “good Cnough’i This is in contrast to
the standard process of optimization, which demands

always Choosing the best
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2 O0tisticing

Satisﬁcing is far less demanding than optimization.
First and foremost, 1t requires amuch simpler value
function: #(x) need only return either 1 (acceptable)

or o (unacceptable) for each option x.

This is sometimes known as setting an aspiration
level. where anything above that level has a value of 1

and anything below it has a value of o.
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2 O0tisticing

Second, such a value function may oniy require a
simple utility function #(¢) that also oniy recurns a 1

orao fOl” C&Ch pOSSiblC outcome c.

(Given diminishing marginal utility, this simplc
function may satisfactoriiy approximate a more

detailed utiiity function.
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2 O0tisticing

Third, conjunctive or disjunctive thresholds may then
use these sirnplc utility functions in order to

determine the overall value (1 or o) for each option.

This means that a fully compictc and transitive

ordcring of the options 1S NOt necessary for choice.
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2 O0tisticing

Finaliy, the proccdurc for sclccting an option may ...
1. Pick che first satisfactory option that is found,

2. NOtC ail thC pOSSiblC satisfactory outcomes, and

then picking an option only lcading to these, or

3. Note all the possiblc Satisfactory outcomes, and

then invent or discover an option only lcading to

these satisfactory OUutCoOMes.
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2 O0tisticing

Simon recognizes that aftera long search, no

satisfactory option may be found. He does not

believe that thisis a problem, however. After a

fruitless scarch, the person should lower their

aspiration J

evels so that an option may be found

more quicj

(y.
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ﬂlCl’C arc many Otth VErs1ons of“boundcd”

rcasoning that have been suggcsted since Simon

suggcstcd this alternative to the “global” Or more

exhaustive understandings of rational choice.
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« lruncated Search

There are many methods of truncated search, where
the choice is Cssentiaﬂy made from a relatively limited
subset of the options. This saves the decision maker

from having to analyzc cvery single option.

One form of truncated search says to pick the best
option found in a random samplc of all the options.
[f there are a 100 options, and you choose the best
from a random sample of 20 options, you are still 68%

likcly to select one of the five overall best options.
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wrecoanition Heuristic
W

When very poorly informed abourt the alternatives,
the recognition heuristic Says to simply rely on
714771€ recogm'[z'm by choosing the first option that

you recognize.

The can work quitc well when sclecting the City with
larger population, or even when Choosing a stock that

1S likely to INnCreasc in price.
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«Elimination by Aspects

According to elimination by aspects, the decision

maker picks an accribute of cthe options that is salient

and then sets a threshold on thart aceribuce. Then any

options below that threshold are eliminated from
consideration. If only ONne option is left, chis is chosen:
if there are multiplc options left, then a second salient
atcribute is chosen with a threshold to furcher

eliminate options, and so on.

Advertising tries to get you to do this!

Is Rational (hoice Too Demanding?—Rational Choice—David Emmanuel Gray



. ° °
o L UKE T1E DE CX1COQTADIN

According to take the best, the decision maker
reviews the attributes of che options, and then uses

the rnost—important attribute to choose the best

option according to it. If chere are multipie ‘winners.
then the second-most important actribute is
identified and the best remaining alternative

according to that attribucte is Choscn, and so on.

Advertising also tries to oct you to do chis!

Is Rational (hoice Too Demanding?—Rational Choice—David Emmanuel Gray



[ ) [ ) [ )
O[] () ] () () (1O
¥ / ) J

One Important consequence of satisﬁcing is that the
order the options are examined matters. [f a person
Stops looking and chooses at the first satisfactory
option, then they might have chosen differendy had

they seen the options in a different order.

Think about how Googlc scarches work, along with
the hiring process for many entry—level jobs and even

WhCH ChOOSng d dfCSS from d rack.
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» City Quiz

Which is furcther north?
A. Cape Town, South Africa,

B. Key West, United States of America,
C. Doha, Qatar,

D. Sydncy, Australia, or

E. Sanaa, Yemen.
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Next Class. ..

We will look at Isaac Levi, who believes that being
too dcmanding is not sufhicient reason for rej Ccting

any given norm of rational choice.
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