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9 Behavioral Anomalies

A discussion of price theory could not be complete without the ‘disclaimer’ that the self-interested
economic man (or homo economicus) that appeared in all of the rational models in this survey
is not exactly what is encountered in reality.®® Individuals are generally subject to decision
biases which may be psychological in nature or due to limited cognitive abilities (or both). The
resulting “bounded rationality” leads human decision makers to suboptimal decisions and to
what Simon (1956) terms “satisficing” (rather than optimizing) behavior, which means that
individuals tend to stop the search for better decision alternatives as soon as a decision has been
found that promises a payoff which satisfies a certain aspiration level.
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