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In	   this	   seminar,	   I	  will	  begin	  by	  providing	  an	  overview	  of	   the	   theory	  of	   rational	  
choice	  under	  certainty	  (“under	  certainty”	  means	  when	  the	  outcome	  of	  a	  decision	  
is	  known).	  This	   theory	   is	   the	  cornerstone	  of	  nearly	  all	  of	  modern	  economics.	   It	  
consists	  of	  a	   set	  of	   four	  axioms—basic	  propositions	   that	  are	   regarded	  as	  being	  
established,	  but	  cannot	  be	  proven—in	  addition	  to	  four	  other	  main	  assumptions,	  
often	  known	  as	  principles.	  Having	  introduced	  this	  standard	  model,	  our	  speakers	  
will	   report	   a	   small	   selection	   of	   the	   phenomena—viz.	   sunk	   costs,	   loss	   aversion	  
and	   the	   endowment	   effect,	   anchoring	   and	   adjustment—that	   behavioural	  
economists	  argue	  pose	  a	  challenge	  to	  the	  descriptive	  adequacy	  of	   the	  theory	  of	  
rational	  choice	  under	  certainty.	  	  
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