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Economic Rationality under Uncertainty
A Study of the SARS Crisis and Individual Acts

Chun-Sin Hwang™ & Zhuangzhi Fang™*

Abstract

The rising of behavioral economics and bounded rationality in re-
cent years challenges the rationale of economic liberty and economic
rationality. In this paper we extend the definition of economic rationality
to be under uncertain environment and argue that following-rule is not
only rational but also economic efficient. Following up the tradition of
Austrian Economics, we also argue that, as knowledge of SARS been
discovered and accumulated, the rules governing people’s act change

from experience-support, via SOP, to market-support.

Keywords: Bounded Rationality, Austrian Economics, Uncertainty,
Hayek, SARS.

*  Associate Professor, the Department of Economics, National Tsing Hua University.
** Associate Professor, School of Economics, Huazhong University of Science and
Technology.
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Becker S FATKEHE M (economic rationality) —FAHYERBAE 5 ¢
" NERTE TR O R TENE o fE AR E R T ﬁl\l'h%‘q:'
P REENE IR AR » DUKEE AR B ARAL -
TIEFERIRAIRS T B2 52 PR G T 1R am AR BV 1T PR A b A ReE Ay T@J
{Hth s 8 B 2k B A R % (bounded rationality) 7 125 5@ & HY'E
*Simon FEHAVEIRELNE: - 3R E K BRI ENE Bl
HIZTER 7'7 ERERFABARIERE » BF ERE ] LB,
IR « TR - BT Eam R R R B B 5 B R 2
HEMIZE B B2 v b e AR A S 85 Ea R — Rl 2R Ay
HEDR - SEEF AL E Zit R RN R AR
3 T AR B 2 SN 59— REGE R > HEE IR H TR
(economic liberalism) K | FH A 3% (Libertarianism) FJFCSHEELHE -

1 GARY S. BECKER, THE ECONOMIC APPROACH TO HUMAN BEHAVIOR (1976).

2 B ERHEARLN SR > ¥ _Gary S. Becker, Irrational Behavior and Eco-
nomic Theory, 70 JOURNAL OF POLITICAL ECONOMY 1, 1-13 (1962)fr George Stigler
and Gary S. Becker, De Gustibus Non Est Disputandum, 67 AMERICAN ECONOMIC
REVIEW 76, 76-90 (1977)% & 3+l 3 & (7 i H cmagd o

3 Herbert A. Simon, A Behavioral Model of Rational Choice, 69 QUARTERLY JOURNAL
OfF EcoNnomics 99, 99-118 (1955). Also in HERBERT SIMON EDS., MODELS OF
BOUNDED RATIONALITY, VOL. 2: BEHAVIORAL ECONOMICS AND BUSINESS ORGANIZ-
ATION, 239-258 (1982).

4 BRI kaitE e 575 4 % (D. Kahneman and A. Tversky, Prospect
Theory: An Analysis of Decision under Risk, 47 ECONOMETRICA 263 (1979)) ~ {7 &
e 28 A (C. JoLLs, C. R. SUNSTEIN AND R. H. THALER, A BEHAVIOR
APPROACH TO LAW AND EcoNoMICS (2000)) ~ 7 & = & &% (Aradhna Krishna
and Joel Slemrod, Behavioral Public Finance: Tax Design as Prlce Presentation, 10
INTERNATIONAL TAX AND PUBLIC FINANCE 189 (2003)) ~ i7 & 248 5 /&% (George
A. Akerlof, Behavioral Macroeconomics and Macroeconomic Behavior, 92 THE
AMERICAN ECONOMIC REVIEW 411 (2002)) % -

5 B4 JoLLs, SUNSTEIN AND THALER, supra note 4, at 46-47 { 355 © F "V e |
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B — RIS A IR E — 20917 Ry <5 Al 2 (behavioral fi-
nance) » i {f52 HFF 2 @5 Ao B S DU R AT S H 1T R
(anomalies) » 3l 5& FH AATHI 1T B E H 2 LUETERR A (rule-following)
BB LR (case-by-case) YT EITEY » ERRERAVE T E AT
f&5F Aumann RYEEZER @ T BFREE R EATES, - BU2 0 E g
AN TR B A R - SERREGR O T - B BER
MNREEMELNE - #9791 (Nash equilibrium) KRR R —EibF
BT HEE AR R85 ER AR FE NS - EE 2 Wik

Eadm F o4 BB C L & (paternalism) 0 £Pdg# 1 F < 1 & (antipaternal-
ism) A -

6 % v ¢ > Becker, supra note 2, at 2 infira %3 1 A I EZK Gp $ RAX
Mo FEM AR EFL ARG FFRAAD B AR I e GiTE
kerw & @ > E. Fama, Market Efficiency, Long Term Returns and Behavioral Fi-
nance, 49 JOURNAL FINANCIAL EcONOMICS 283, 283-306 (1998) F 5% 14 2232 14 B3k
LEHRFT A FARG ST i @ Paul M. Romer, Thinking and Feeling, 90
THE AMERICAN ECONOMICS REVIEW 439, 439-443(2000) 8214 L i93 > i iv3n 5 12
BAL 5 AAPHHET S SHU T R

7 2R %% Amos Tversky and Richard H. Thaler, Anomalies: Preference Reversals,
4 THE JOURNAL OF EcONOMIC PERSPECTIVE 201, 201-211 (1990); D. McFadden, Ra-
tionality for Economists?, 19 JOURNAL OF RISK AND UNCERTAINTY 75, 75-105 (1999);
Hersh Shefrin and Meir Statman, Behavioral Portfolio Theory, 35 JOURNAL OF
FINANCIAL AND QUANTITATIVE ANALYSIS 127, 127-151 (2000); Mohammed Abdel-
laoui, A Genuine Rank-Dependent Generalization of the von Neumann-Morgenstern
Expected Utility Theorem, 70 ECONOMETRICA 717, 717-736 (2002); Robert J. Shiller,
From Efficient Market Theory to Behavioral Finance, 17 JOURNAL OF ECONOMIC
PERSPECTIVE 83, 83-104 (2003)% -

8 Robert J. Aumann, Rationality and Bounded Rationality, 21 GAMES AND ECONOMIC
BEHAVIOR 2, 4 (1997): “One of the simplest, yet most fundamental ideas in bounded
rationality —indeed, in game theory as a whole—is that no rationality at all is re-
quired to arrive at Nash equilibrium; Insects and even flowers can and do arrive at
Nash equilibria, perhaps more reliably than human beings.”
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9 Aumann, supra note 8, at 8.
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TEE R FamT > Rowe 2RI Becker 1RSI E R FREZHY
BRI R EEER] > W TR - HE{TEIE ] LUESE T &KTHE
AR ) (maximum expected utility) » B2 @GR BRI T E S
A o Mvanberg HE—# DL T {EE45EIL | (advantageous stra-
tegy) HUf{ Becker {1 Rowe {F7EZASum B PERFER AR » Fik
HERRI R T B A SRS B BB S » ATEE 2 & R
P o PERTEIE T DR R SR N A AR A - A SRt TE R
TEHLAIREE BES » HARNRERZIFEE - 5T » Kaisla BE{EHIR
WA AEEDEHR BEN " &{ETE | (best means) EEAEH AR
FHECE B8 > ok © (TEIR AR A B4R A E P PRI T E)
EERAENRETE  FTEHMER S TREEN - PiRigr

11 NICHOLAS ROWE, RULES AND INSTITUTIONS 5 (1989): “A rule of action is rational if,
by following that rule, an agent maximizes his expected utility.”

12 Viktor Vanberg, Rules and Choice in Economics and Sociology, in his RULES AND
CHOICE IN EconoMics 17 (1994): “To adopt a rule in this sense can be considered
‘rational’ if it is found to be a more advantageous strategy than potential alternatives,
where attempting to maximize on a case by case basis can be viewed as one alterna-
tives.”

13 Jukka Kaisla, Choice Behaviour: Looking for Remedy to Some Central Logical
Problems in Rational Action, 56 KYKLOS 245, 247 (2003): “An action can be said to
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T FFEREE M EREOTREE TR R S BRSO R ?

Hayek HFEE[ERRE o MEE A SRR AR RE 5 B
TR ~ BEPEAYEEA - BRI IER M =0 Rl E =N e 2
TEARREET 2 M A R R E R B (A SRR R HIER A A = T Y
1% o SEBIENA R E 2 AR M R PR AR T Y
g Ky EESTEERE N ET - BLVES TSR E R
TREEREB R AVEIE 2 A > MR (unconsciously) sE & Al A
B M (tacitly) FHLAR S 6 [ HI b ECATHE « "IER R B ST @]
DN BRI ik o R (8 AT A B A R A0 IS
HIEIEBL T IR A S B - el B R A S EHATH) - HYE
At 0 LR ERERERAYITE) - 5540 > Buchanan and Yoon HIF
THEAFER] | BRI Hayek $REFAUREHE RN EEE
Fo 0 AGFRHEMERE R 7] DARR I A B HA PR &R 3 R R
F o PP E SR RSB E SR T HATIEE | (rules leamning) -
BT IS R AR B N ROTTE) - HAS SR A R AR A R B
P& - O PSR A SRR AR - A S

be rational if the individual has reason to believe that be chosen course of action is
the best means to attain whatever she is aiming at.”

14 F. A. Hayek, Rules, perception and Intelligibility, in his STUDIES IN PHILOSOPHY,
PoLitics AND EcoNoMmics 56-57 (1967): “Rules, tacitly understood and uncon-
sciously followed, will often merely determine or limit the range of possibilities
within which the choice is made consciously. By eliminating certain kinds of ac-
tion altogether and providing certain routine ways of achieving the object, they
merely restrict the alternatives on which a conscious choice is required.”

15 James M. Buchanan and Yong J. Yoon, Rationality as Prudence: Another Reason for
Rules, 10 CONSTITUTIONAL POLITICAL EcONOMY 211, 213-214 (1999): “Clearly, a
rule that does nothing more than dictate a choice procedure that internalizes the in-
dependencies is all that is required. Efficiency then emerges from the rationality of
decision maker who does follow such a procedure rule.”

16 Buchanan and Yoon, supra note 15, at 214-215: “irrationality would amount to the
making of separated choices to the neglect of the interdependencies. ...rational




S Uk AL A 171

i LU TR B E R A R SehorS i B AT - ITE AR B L 15
RAE ] EH 2 FE S RS P B o
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il B 8L (institutional evolution) » A& FFLATT ST T IR AR T
Famali ] B A LA R A R T B - Menger (1 DA fy
PR HFS EEE TROHI R E(EAR - — 7 - AL EE AR
HURRHITRE RS B2 AN S—J5m - & B E
2% o TR EE NSRS AAEE « PHayek L HRHEA
SECEE Sy A 87 BN G A I Y b e e o 0| e i =
o s NI IR 2 R /1 PR B AR RE R RO (AR M SR
8 R 2K B i AJER A 2 HAEAEGEES - Hayek /24352
HIEE RS E AR ML - (Eb (R (8 AR L ER AR B I
5 CRNCSCARES ) o R TG BUR AR A B A SR
ZefR R R BRI TR > MR T amRER T R (A R Em e E AR
NIERMHERTTEIEASN > AR E LR e — R A TH R BE
FIIFHRSERE > ACEAREREEE M R TEMIAERI A - 2

AR FAMIEHIEFRFORA] > FrILUERGR © BHA SR E

choice behavior, as usually defined, is itself representative of behavior in accordance
with a rule that must be learned. ”

17 Buchanan and Yoon, supra note 15, at 217: “This paper remains exploratory. The
conception of rationality as, in itself, being rule bound offers insights, at least to us,
that allows a better understanding of the relation between normative and prescriptive
definition. ”

18 C. Menger, On the Origins of Money, 2 THE ECONOMIC JOURNAL 239, 239-255
(1892).

19 F. A. HAYEK, THE FATAL CONCEIT, 22 (1988): “So far as scientific explanation is
concerned, it was not what we know as mind that developed civilization, let alone di-
rected its evolution, but rather mind and civilization which developed or evolved
concurrently.”

20 HAYEK, supra note 19, at 25: “Despite such differences, all evolution, culture s well
as biological, is a process of continuous adaptation to unforeseeable events, to con-
tingent circumstance which could not have been forecast. This is another reason
why evolutionary theory can never put us in the position of rationally predicting and
controlling future evolution. ”
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21 F. H. KNIGHT, RISK, UNCERTAINTY AND PROFIT 197 infra (1921).
2 APy FEFEILZDOL B FREULGERT AL O TR -
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23 P B3 > Buchanan and Yoon, supra note 15 ihg i & & B 4~ > Fl5 5 #
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24 JAMES M. BUCHANAN, THE LIMIT OF LIBERTY: BETWEEN ANARCHY AND LEVIATHAN
(1975).

25 3% BUCHANAN, supra note 24, at 107-108.
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