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Rationalization
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In 1908, the Welsh neurologist and psychoanalyst Ernest Jones described human
beings as rationalizers whose behavior is governed by “the necessity of providing
an explanation.” We construct a formal and testable model of rationalization in
which a decision maker selects her preferred alternative from among those that
she can rationalize.
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1. INTRODUCTION

In 1908, the Welsh neurologist and psychoanalyst Ernest Jones wrote a paper titled “Ra-
tionalisation in every-day life.” Jones writes, “[e]veryone feels that as a rational creature
he must be able to give a connected, logical and continuous account of himself, his con-
duct and opinions, and all his mental processes are unconsciously manipulated and
revised to that end.” While Jones credits Sigmund Freud with the critical insight “that a
number of mental processes owe their origin to causes unknown to and unsuspected by
the individual” he writes that rationalization occurs because people feel “a necessity to
provide an explanation” (Jones 1908).

The idea of rationalization has become so well accepted that pundits write about
it in the popular press. Psychologists emphasize the facility with which people create
implausible explanations for their behavior. However, the phenomena of rationalization
can only influence choice if the inability to rationalize constrains behavior.
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We seek to better understand the logic of rationalization by developing a formal the-
ory. Our main premise is that agents choose according to their preferences, but face
potentially unobservable psychological constraints. For example, a manager may have
the opportunity and incentive to commit fraud, but absent a convincing rationale that
legitimizes fraud, may be psychologically constrained not to commit fraud and does not
do so.

We model a decision maker (Dee) who has preferences over alternatives and a set of
rationales (modeled as binary relations). Dee chooses the alternative she prefers among
the feasible options she can rationalize i.e., those that are optimal according to at least
one of her rationales. To rationalize a choice is, therefore, to find a subjectively appeal-
ing rationale that justifies that choice. So rationalization is a constrained optimization
process with (possibly unobservable) constraints.

Consider the following example: given the choice between work (w) and a movie
(m), Dee chooses the movie. However, when Dee has a third option of visiting a relative
in the hospital (4) she stays at work. Dee’s choice of m from {w, m} and w from {w, m, h}
violates the Weak Axiom of Revealed Preferences (WARP) (see Samuelson 1938). Ratio-
nalization theory accommodates her behavior. Suppose that Dee prefers the movie to
work and prefers work to visiting the hospital. She has two rationales available to justify
her choices. Under rationale 1, Dee’s work is pressing and w is ranked above m and /.
Under rationale 2, work is not pressing and # is ranked above m and m is ranked above w.
Dee chooses the movie over work because she prefers it and rationalizes her choice us-
ing rationale 2. However, between all three options, Dee chooses work because she can-
not rationalize her preferred choice (the movie) but can rationalize her second choice of
work using rationale 1.

Some behavioral anomalies can be accommodated by rationalization theory. In-
deed, Dee’s preferences can be a stable, single order even if observed choices are cyclic.
Nevertheless, rationalization theory is testable. A known axiom akin to WARP character-
izes the empirical content of rationalization theory.

One goal of this paper is to develop a formal theory that can capture the logic of ra-
tionalization and help interpret data. For example, a literature in social psychology in-
vestigates responses to stigmatized groups. Snyder et al. (1979) allow subjects to choose
whether to watch a movie alone or with someone in a wheelchair. In one treatment, sub-
jects disproportionately choose to watch a movie with a person in a wheelchair rather
than watching the same movie alone. In a second treatment, when the movies are dif-
ferent, subjects disproportionately choose to watch a movie alone rather than with the
handicapped person. The experiment was designed to rule out actual preferences be-
tween the movies as an explanation for behavior. In the handicapped avoidance claim,
subjects want to avoid the handicapped, but choose not to. In the first treatment, sub-
jects are psychologically constrained to watch the movie with the handicapped person
because to do otherwise would require subjects to reveal (perhaps only to themselves)
handicapped aversion.

Rationalization theory captures the behavior in Snyder’s study in a way that is consis-
tent with the handicapped avoidance claim: Dee prefers to see the movie alone, but can-
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not rationalize doing so when the movies are the same. In the first treatment, Dee acts
against her preferences because of a psychological constraint, while in the second treat-
ment, the constraint is relaxed. She can rationalize watching the second movie alone by
telling herself that she prefers that movie. The implication is that legitimizing behavior
(such as discrimination) may remove psychological constraints that result in changes in
conduct.

However, the observed behavior is also consistent with preferences and psychologi-
cal constraints that do not require handicapped aversion. The handicapped avoidance
claim follows from cyclic choices, ordered preferences, and the assumption that sub-
jects can rationalize seeing a movie with the handicapped person instead of watching a
different movie alone. This last assumption is a permissibility assumption.

A permissibility assumption stipulates that Dee has a rationale that allows her to
choose a given option in a given set of alternatives. The use of permissibility assump-
tions is akin to the use of nonchoice data and typically is avoided by decision theorists.
However, as our handicapped aversion example shows, these assumptions may underlie
intuitive deductions about preferences.

We show inferences about preferences and constraints that can be made with and
without permissibility assumptions. A preference order is identifiable from observed
choices if there are permissibility assumptions that pin it down uniquely. We show that
a preference order is identifiable if and only if it accommodates Dee’s choices while im-
posing minimal psychological constraints on what she might choose. So if a preference
order requires more constraints than needed to accommodate choices, then it cannot
be shown to be Dee’s order under any assumptions over her constraints.

We define the minimum constraint theory of rationalization as the set of rational-
ization models that does not require more constraints than needed to accommodate
choices. If behavior is not anomalous, the minimum constraint theory of rationalization
reveals the same preference order as standard economic theory. However, the minimum
constraint rationalization theory also reveals preferences and constraints in settings in
which choice is anomalous. So the minimum constraint theory of rationalization ex-
tends standard theory. It uniquely reveals a standard preference order when behavior is
not anomalous and allows for precise inferences of preferences in cases where standard
economics makes contradictory inferences about preferences.

The organization of the paper is as follows. Section 2 provides a brief literature re-
view. Section 3 formalizes the idea of rationalization. Section 4 shows results on empiri-
cal content and revealed preferences of rationalization theory, and some of the implica-
tions of these results for empirical work. Section 5 introduces the minimum constraint
theory of rationalization. Section 6 shows a detailed comparison of our model with al-
ternative theories of choice constraints and some directions for future work. Section 7
provides a conclusion. Proofs are given in the Appendix.

2. RELATED LITERATURE

A growing literature focuses on conflicting motivations. See, among many contribu-
tions, Ambrus and Rozen (2008), Chambers and Hayashi (2012), de Clippel and Eliaz
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(2012), Dietrich and List (2010), Eliaz and Ok (2006), Fudenberg and Levine (2006),
Gul and Pesendorfer (2005), Kalai et al. (2002), Heller (2012), Lehrer and Teper (2011),
Masatlioglu and Nakajima (2007), Ok et al. (2012), and Rubinstein and Salant (2006a).
While these models do not formalize the idea of rationalization, they accommodate be-
havioral anomalies.

The word “rationalizability” is used in game theory (see Bernheim 1984, Pearce 1984,
Sprumont 2000) differently from us. The word “rationalization” is also used differently
in cognitive dissonance theory. The basic claim is that people devalue rejected choices
and valorize chosen ones (see Chen 2008). In the area of motivated cognition, von Hip-
pel et al. (2005) provides a survey on self-serving biased information processing (see also
Akerlof and Dickens 1982, Rabin 1995, Carillo and Mariotti 2000, and Bénabou and Ti-
role 2002). A large literature deals informally with rationalization in political science. For
example, Achen and Bartels (2006) argue that voters justify their support for candidates
by discounting unfavorable data.

Well known experimental work provides evidence that is consistent with psychologi-
cal legitimation and delegitimation of options (see, among many contributions, Gneezy
and Rustichini 2000, Mazar and Ariely 2006). Roth (2007) lists potentially beneficial
practices that were deemed repugnant and banned. Examples include the human con-
sumption of horse meat (illegal in California), selling pollution permits, and markets for
human organs. Emotions such as repugnance may affect preferences and constraints.
So we identify both preferences and constraints from choice and, sometimes, nonchoice
data as well.

Spiegler (2002, 2004) develops game-theoretic models in which players must justify
their chosen actions. The models closest to ours consider constraints on choice beyond
feasibility. In Section 7, we show similarities and differences between alternative theo-
ries of behavior and ours. To simplify the exposition, we focus this comparative analysis
on the work of Manzini and Mariotti (2007, 2012a), Masatlioglu et al. (2012), and Lleras
etal. (2010).

3. BASIC CONCEPTS

Let A4 be a finite set of alternatives. A nonempty subset B C A of alternatives is called an
issue. Let B be the set of all issues. A choice function is a mapping C: 8 —> A such that
C(B) € B for every B € B. A decision maker named Dee makes the choices given by C.

A preference P is an asymmetric binary relation on A. A transitive, complete prefer-
ence is an order. We emphasize the case in which Dee’s preferences are orders. In a few
instances (e.g., for a comparison with the work of Manzini and Mariotti 2007), we make
the weaker assumption of asymmetry only. As usual, x P y denotes that x is P-preferred
to y. Let P be the set of preferences and let P° € P be the set of preferences orders.

A psychological constraint function is a mapping ¢ : B — B such that @ # (B) C B
for every issue B € B. An option x € {(B) is psychologically permissible in issue B. Let ¥
be the set of psychological constraint functions.
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A model of behavior is a pair (P, ¢) of a preference and a psychological constraint
function. A model of behavior (P, ) underlies a choice function C if, for any issue B € 5,
C(B) € ¢y(B) and

C(B)Py forallye y(B),y#C(B).

Dee chooses the option she prefers among the psychologically permissible options.

Given a choice function C, a theory of behavior is a subset 73/>—<\\I’ C P x ¥ of prefer-
ences and psychological constraint functions. So a theory of behavior is a collection of
models of behavior.! A choice function C is consistent with a theory of behavior P x W
if some model of behavior (P, ) € 7?/x\\1’ underlies C.

A binary relation (not necessarily complete, transitive, or asymmetric) R on A4 is
called a rationale. A rationale can be intuitively understood as a story (which may differ
from Dee’s preferences) that states that some options are better than others. Given an
issue B, an alternative x € B is rationalized by R ifand onlyif x Ry forall y € B, y # x. So
R rationalizes x if it tells Dee that x is the best course of action.

Dee can use any story that she can accept to rationalize an option. Let R = {R;,
i=1,...,n} be the set of Dee’s rationales. Given R, an option x € B is rationalizable in
B if x is rationalized by a rationale R; € R that Dee accepts. To rationalize an option x,
Dee requires only that one of her rationales ranks x as the best course of action. Other
rationales may regard x as an inferior option. A set of rationales R defines a psycholog-
ical constraint function ¢®, where y*(B) is the set of rationalizable options in B. Let
W C ¥ be the set of all psychological constraint functions ¢ such that ¢ = s for some
set of rationales R. Let P x W be the basic theory of rationalization and let P° x ¥ be the
theory of order rationalization, i.e., rationalization theory with ordered preferences.

In an alternative definition of rationalization, an option x € B is said to be rational-
ized by R if and only if no alternative y € B is such that y R x. Our results are the same
under both definitions of rationalization (see the Appendix for a proof).?

4. EMPIRICAL CONTENT OF RATIONALIZATION THEORY

WEeAK WARP. A choice function C satisfies the Weak WARP condition if and only if
x#y, {5, y})SBISBy, C({x,y})=C(By)=x thenC(By)#y.

Weak WARP is a relaxation of WARP (see Manzini and Mariotti 2007, 2012a and
Ehlers and Sprumont 2008). Given a choice function C, choices C(B) and C(B*) are
anomalous if

C(B) # C(B*), BCB*, and C(B*)eB.

IThe dependence on the choice function is only useful in Section 5, where we introduce the idea of
minimum constraint to select models according to the evidence. Thus, with some abuse of notation, we
may refer to a theory as just a subset Px W of P x V.

2In another theory (see the Appendix), Dee selects among options for which she finds reasons to elimi-
nate the alternatives.
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It is convenient to define x Rev y if there exist anomalous choices C(B) and C(B*),
B C B*, such that x = C(B) and y = C(B*).

No Binary CHAIN CycLES. A choice function C satisfies No Binary Chain Cycles if and
only if there is no chain of alternatives {xy, ..., x,} such that xo = x, and x; Rev x;,1,
i=0,....,n—1

ProposiTiON 1. Achoice function C is consistent with basic rationalization theory if and
only if it satisfies Weak WARP. A choice function C is consistent with order rationalization
theory if and only if it satisfies No Binary Chain Cycles.

So order rationalization theory can accommodate all behavioral anomalies that sat-
isfy No Binary Chain Cycles and, therefore, is consistent with any observed choices over
three alternatives. In particular, Dee’s choices can be cyclic even if her preferences are
ordered. Finally, rationalization theory is testable in the sense that we can identify be-
havior that is inconsistent with the theory.

4.1 Intuition behind Proposition 1 and related results

If constraints are unobservable and unrestricted, then any choice of x in issue B can
be accommodated by a model in which Dee’s choice is dictated by her constraints, i.e.,
¥ (B) = {x}. A testable model of behavior must put some structure on psychological
constraints. Dee’s rationales need not be transitive, complete, or asymmetric and yet
the need to rationalize imposes structure on psychological constraints.

STRUCTURE ON PSYCHOLOGICAL CONSTRAINTS IMPOSED BY RATIONALIZATION. A psy-
chological constraint function ¢ belongs to WV if and only if it satisfies

if BS B* then ¢(B*) N B < §(B). (1)

So, (1) is the structure on psychological constraints required by rationalization. The
intuition behind this result is that if Dee can rationalize an option x in B*, then she can
also rationalize it in a subset B of those alternatives. That is, as the set of alternatives
grows, it becomes harder to justify x as the right course of action. For example, Dee may
be able to rationalize killing someone if her only alternative option is to die, but not if
she can avoid any death by taking another action.

The intuition in Proposition 1 is as follows: Assume that x Rev y. A choice of y in B*
shows that y is permissible in B* and, therefore, it is also permissible in B C B*. If y is
permissible in B, then the choice of x in B reveals a preference for x over y. The role of
Weak WARP is to rule out contradictory inferences of preferences of the form x Rev y and
y Rev x. The role of No Binary Chain Cycles is to avoid cyclic revealed preferences such
asx Revy, y Rev z, and z Rev x.

There is no loss of generality in restricting rationales to be transitive and asymmetric.
If ¢ satisfies (1), then there is a set R of rationales such that ¢ = ™%, and each rationale
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in R is transitive and asymmetric (see the Appendix). However, if rationales must be
orders, then the set of psychological constraint functions is strictly contained in W7,

An example (from Sen 1997) illustrates the limits of (1). Assume that Dee must
choose a chair and finds it psychologically difficult to pick the most comfortable. While
such a psychological constraint is understandable, it is ruled out by (1) because Dee can
justify the second most comfortable chair when the most comfortable chair is available,
but not otherwise. We elaborate on this point in Section 6 and conclude this section with
formal results on revealed preferences.

DerinNITION 1. Given choice function C and theory P/X\\I’, x is revealed to be preferred
to y if C is consistent with P x ¥ and x P y in every model of behavior (P, ) € P x ¥
that underlies C.

So x isrevealed to be preferred to y if x ranks higher than y in every model of behavior
(within a given theory) that underlies Dee’s choices.

ProrosiITION 2. Let C be a choice function consistent with basic rationalization theory
P x W. Option x is revealed to be preferred to y # x if and only if x Rev y. Under order
rationalization theory, x is revealed to be preferred to y # x if and only if there is a chain
of alternatives {x, . .., x,} such that xo = x, y = x5, and x; Rev x;,1,i=0,...,n— 1.

4.2 Avoidance of the handicapped

As mentioned in the Introduction, Snyder et al. (1979) design an experiment with the
alternatives watch movie 1 alone (x), watch movie 2 alone (y), and watch movie 1 with
a person in a wheelchair (z). Several subjects choose to watch movie 1 with the hand-
icapped rather than movie 1 alone (i.e., C(x,z) = 2). Many subjects choose to watch
movie 2 alone rather than movie 1 with the handicapped (i.e., C(y, z) = y).

The handicapped avoidance claim is that some subjects prefer to avoid the handi-
capped (i.e., they prefer x to z), but choose z rather than x. To put this claim in terms
of rationalization theory, subjects cannot rationalize what they prefer (to see the movie
alone) when the movies are identical, but they can rationalize watching the movie alone
when the movies are different (perhaps by telling themselves that they prefer the movie
that they can see alone).

Consider the choice between movie 1 and movie 2 (i.e., between x and y). Some
choose x and some choose y. The behavior of those who choose y can be accommo-
dated without handicapped aversion or psychological constraints. These subjects may
prefer y to z to x. That is, they saw the movie 1 alone as opposed to movie 2 with the
person in a wheelchair because they prefer movie 1 to movie 2. Alternatively, consider
those who choose x over y (i.e., C (x, y) = x). Now the observed choice behavior is cyclic:
x chosen over y, y chosen over z, and z chosen over x. This cycle is still not sufficient
to show the handicapped aversion claim. To see this, consider these choices and as-
sume that Dee chooses to see movie 2 alone when all three options are available (i.e.,
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C(x,y,z) =y).3 By Proposition 2, it follows that Dee prefers movie 1 to movie 2 (i.e., Dee
prefers x to y). Thus, the choice to watch movie 2 alone as opposed to movie 1 with the
person in the wheelchair is not due to a preference for movie 2. However, also by Propo-
sition 2, the handicapped avoidance claim (Dee prefers x to z) does not follow because
no matter which option is chosen when all three options x, y, and z are available, it does
not follow that x is preferred to z because x was not chosen over z in the binary choice.
So the handicapped avoidance claim may be one way to accommodate the evidence,
but there are other ways to accommodate the same evidence as well. That is, even if
subjects prefer movie 2 to movie 1 and choose to watch movie 1 alone over movie 2 with
the handicapped person, it does not follow that they prefer to avoid the handicapped.
We give some intuition for this point below.

The handicapped avoidance claim can be captured by a rationalization model, let us
callit the S-model, where Dee’s preference order is x to y to z and the psychological con-
straints are ¢{x, z} = {z}, ¥{x, y, z} = {y, z}, and ¢ {B} = Bin all other issues. The S-model
underlies the choices in C and captures the intuition that Dee prefers to avoid the hand-
icapped (x preferred to z), but cannot rationalize her preferred choice (¥{x, z} = {z})
when the movies are the same; she can only rationalize avoiding the handicapped when
the movies differ. However, consider another model, the S’-model, where the prefer-
ence order is z to x to y; ¥'{y, z} = ¢'{x, y, z} = {y}, ¢'{B} = B elsewhere. The S’-model
accommodates the choices in C even though it does not involve handicapped aversion.
Both the $’-model and the S-model are based on the same preferences over the movies
(movie 1 is better than movie 2). So the §’-model is a way to accommodate the data
that are not based on handicapped aversion or unusual preferences over the movies. It
follows that the handicapped avoidance result cannot yet be obtained.

5. THE MINIMUM CONSTRAINT THEORY OF RATIONALIZATION

Additional assumptions may be made on psychological constraints. For example, if Dee
belongs to a religious organization that valorizes helping the needy, then it may be jus-
tified to assume that helping the needy is psychologically permissible for Dee. For-
mally, permissibility assumptions are a set A= {(y;,Bi);vie Bii=1,...,n} of n issues
B; € B and alternatives y; € B;, implying that y; is psychologically permissible in B;. Let
WA C ¥ be the set of all psychological constraint functions ¢ that satisfy (1) and such
that y; € ¢(B;),i=1,...,n. Let P° x WA be the theory of order A-rationalization. The
empirical content of this theory is shown in the Appendix.

DerINITION 2. Given a choice function C, theory P x V identifies a preference order
P if some model in P x ¥ undetlies C and P = P for any model (P, §) € P x ¥ that
underlies C. A preference order P is identifiable if there exist permissibility assumptions
A such that the theory of order A-rationalization identifies P.

3We do not follow the exact protocol in Snyder et al. (e.g., they do not show a choice over three
alternatives).
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So a preference is identifiable if for some theory of behavior (based on preference
orders and permissibility assumptions), this preference is the only one that can accom-
modate the observed choices.

Let (P, ) and (P’, ") be two models that underlie a choice function C. The model
(P, ) is dominated by (P', ¢') if P’ is an order and (B) C ¢'(B) for all issues B € 5,
with strict inclusion for some issue. So a dominated model (P, i) uses more constraints
than necessary to accommodate the choices. Given a choice function C, the minimum
constraint theory of rationalization consists of all models (P, ) € P? x WV that underlie
C and are not dominated by an alternative model (P’, y') € P° x ¥. In the appendix
(Proposition A.2), we show that if a choice function is consistent with order rationaliza-
tion theory, then it is also consistent with minimum constraint theory of rationalization.
So this theory does not produce an empty set of models.

THEOREM 1. Given a choice function C, a preference order P is identifiable if and only
if there is a psychological constraint function i such that the model (P, i) belongs to the
minimum constraint theory of rationalization.

Theorem 1 shows that a preference is identifiable from choice and permissibility
assumptions if and only if it belongs to a model that accommodates choices without
using more constraints than needed. This result supports the idea of selecting minimum
constraint models: they are the only ones based on identifiable preferences.

The intuition in Theorem 1 is that if a model (P, ) is dominated, then there is an
alternative model (P’, ') with fewer constraints that also accommodates the observed
choices. So any permissibility assumption satisfied by ¢ is also satisfied by ¢’. Thus,
(P, ¢) cannot be the only way to accommodate the choices.

Note that (y, B) ¢ A means that y is not assumed to be permissible in B. It does
not mean that y is assumed to be impermissible in B. An impermissibility assumption
stipulates that Dee is psychologically constrained from choosing some alternatives in
specific issues. That is, an impermissibility assumption 7 is a set of issues B; and op-
tions y; € B; such that y; ¢ (B;). Impermissibility assumptions do not help identify
preferences. Consider any (y;, Bj) € 7 and any choice function C. If y; = C(B;), then
Dee’s choice contradicts the assumption that y; is impermissible in B;. Alternatively, if
yj # C(Bj) for every j, then it is straightforward to show that given any model (P, ) that
underlies C, there exists an alternative model (P, ') that also underlies C such that ¢’
satisfies 7 (i.e., ¢/ (B) comprise all options in ¢(B) minus those that are assumed by 7
to be impermissible).

If the choice function C satisfies WARP, then the minimum constraint theory of ratio-
nalization identifies the same preference order as the standard theory of choice. Thus,
the minimum constraint theory of rationalization does not modify standard economics,
but it may reveal preferences from anomalous behavioral patterns. Let us say that a
choice function is acyclicif the binary choices do not form a cycle.

ProposiTION 3. Let C be an acyclic choice function that is consistent with rationaliza-
tion theory. If C({x,y}) = x, x # y (i.e., x is chosen over y in a binary choice), then x is
revealed to be preferred to y by minimum constraint rationalization theory.
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Proposition 3 shows that when a choice function is acyclic, then the only surviving
preference relation is the order defined by the binary choices. Thus, the identification
of preferences is broadened to include some anomalous behavior.

PROPOSITION 4. Let (P, ) € P° x V¥ and (P, ') € P° x V¥ be two _models that underlie
choices C and are not dominated by any alternative model in P° x V. Then ¢ = /.

By Proposition 4, if Dee’s preferences are revealed under the minimum constraint
rationalization theory, then Dee’s constraints are also identified. Thus, Propositions 3
and 4 reveal preferences and constraints when observed binary choices are acyclic.

5.1 Difficult choice anomaly

Consider the choice function C(ej,e;) = ey, C(ey,n) = e;, C(ez,n) = e, and
C(e1, e2, n) = n. This pattern is anomalous because » is rejected over e¢; and also over
e; separately, but n is chosen over both ¢; and e, when they are simultaneously avail-
able. From this pattern of choice alone, we can determine preferences and constraints.
By Proposition 3, minimum constraint rationalization theory reveals that e; P e; P n.
Proposition 4 reveals that the only binding psychological constraint occurs in the issue
{e1, e2, n} in which neither e; nor e; is psychologically permissible.

The choices above are consistent with an anecdote about Thomas Schelling (as told
by Shafir et al. 1993), who, on one occasion, had decided to buy an encyclopedia. Upon
arriving at the bookstore, had only one encyclopedia been available (e; or e;), he would
have bought it. However, he was presented with two encyclopedias and bought none (n).
In our interpretation, Schelling found it hard to explain to himself why one encyclopedia
is better than the other.

The pattern of behavior above is an acyclic behavioral anomaly often called a diffi-
cult choice. Tversky and Shafir (1992) and Tversky and Simonson (1993), among others,
noted the difficult choice anomaly in several experiments. In a field experiment, Iyengar
and Lepper (2000) observe that the fraction of customers who buy a gourmet jam is sig-
nificantly larger when customers are presented with a limited selection than with an
extensive selection.

5.2 Cycles

Consider the three-alternative cycle: x over y, y over z, and z over x (let us say y is chosen
when all three alternatives are available). This is the behavioral pattern C in the hand-
icapped aversion example. Both the S-model and the $’-model are undominated and
underlie C. As shown by Theorem 1, each undominated model can be differentiated
by permissibility assumptions. Thus, the handicapped avoidance claim may depend on
judgement over these permissibility assumptions.

Consider the assumption that x is rationalizable in (x, z) (i.e., x € ¥(x, z)). That is,
Dee can rationalize watching a movie alone when the alternative is to see the same

4The inference that e; P n and e, P n follows directly from Proposition 2 and does not require minimum
constraint theory of rationalization.
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movie with a handicapped person. Then, from z chosen over x, it follows that Dee
prefers z to x. By Proposition 2, Dee prefers x to y. So Dee’s revealed preference or-
der is model S’: she prefers z to x to y; she does not prefer to avoid the handicapped.
Now consider the assumption that z is permissible in (y, z) (i.e., z € ¥(y, z)). That is,
Dee can rationalize watching a movie with the handicapped person when the alterna-
tive is to see another movie alone. Then, from y chosen over z, it follows that Dee prefers
y to z. By Proposition 2, Dee prefers x to y. So, Dee’s revealed preference order is model
S: she prefers x to y to z; she prefers to avoid the handicapped. So under the choice
function C, the handicapped aversion claim follows from the permissibility assumption
z € ¥(y, z). Finally, if C(x,y) = x and C(x, y, z) = y, then the handicapped avoidance
claim also follows under the assumption that all rationales must be ordered.?

6. DIFFERENTIATING THEORIES

Rationalization theory belongs to a family of theories where Dee optimizes, or maxi-
mizes, her preferences over a subset ¢(B) of her feasible options B (see, among many
contributions, Eliaz et al. 2011, Eliaz and Spiegler 2011, and Masatlioglu and Nakajima
2007). To ease comparisons, we focus on the work of Manzini and Mariotti (2007, 2012a),
Masatlioglu et al. (2012), and Lleras et al. (2010). We now present the constraint func-
tions in these papers.5

The constraint functions in Manzini and Mariotti (2007) are mappings ¢5": 8 — B
such that for some preference P;,

¢ ¥(B) = {x € B| 3y € B for which y P; x}. 2

So a constraint function in Manzini and Mariotti (2007) is such that all permitted
options are maximal according to some asymmetric binary relation P;. Dee decides in
two stages. In the first stage, she eliminates some options (using P;). In the second
stage, she chooses a maximal option (using a preference relation P,). For example, in
the process of buying a car, Dee may first decide to buy an American car. So P; ranks
Americans cars above foreign cars. In the second stage, Dee selects an American car that
she likes best according to her preference relation P,. This two-stage decision process is
called a rational short list.

In the Appendix, we show that if a constraint function satisfies (2), then it also sat-
isfies (1), but the converse does not hold. Some constraint functions satisfy (1), but not
(2). Thus, the constraint functions in a rational short list are a special case of the con-
straint functions in rationalization theory. So the choice functions accommodated by a
rational short list can also be accommodated by rationalization theory.

5Assume, to the contrary, that Dee prefers z to x. By Proposition 2, Dee must prefer z to x to y. From
C(x,y,z) =y, it follows that all ordered rationales must rank y highest. So x cannot be rationalized if y is
feasible. This contradicts C(x, y) = x.

6In this section, we refer to psychological constraint functions as constraint functions because now we
consider different theories and so we require a broader interpretation of these constraints. The sets (B)
are sometimes called consideration sets.
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Building on their original work, Manzini and Mariotti (2012a) develop a more flexi-
ble theory of categorization, called categorize then choose, that is characterized by Weak
WARP. Hence, the empirical scope of the categorize-then-choose theory coincides with
the empirical scope of basic rationalization theory. Under the assumption that Dee’s
preferences are orders, Manzini and Mariotti (2012a) show that the empirical scope of
categorize then choose is strictly subsumed by the empirical scope of order rationaliza-
tion theory. So under the assumption of ordered preferences, rationalization theory can
be empirically distinguished from the categorize-then-choose theory based on choice
data alone.

The constraint functions in Masatlioglu et al. (2012), called attention filters, are map-
pings ¢*F : B — B such that for any issue B, ¢*(B) c B and

A (B) = ¢*F(B\ x) whenever x ¢ T (B). 3)

In the work of Masatlioglu et al. (2012), Dee may not pay attention to all her available
options in B and, instead, focus on a subset wAF(B). Equation (3) ensures that if Dee
does not pay attention to option x (i.e., x ¢ ¥ (B)), then removing option x does not
alter the options she pays attention to. Dee optimizes over *F (B) with her preference
order. This process is called choice with limited attention.

There are constraint functions that satisfy (1) but not (3) and, conversely, constraint
functions that satisfy (3) but not (1) (see Lleras et al. 2012, Example 2). Thus, attention
filters may not satisfy the structure imposed by rationalization and, conversely, rational-
ization constraint functions may not be attention filters. In addition, there are choice
functions with limited attention that do not satisfy Weak WARP and, conversely, there
are order rationalization choice functions that are not choice functions with limited at-
tention (see Examples 2 and 3 in Masatlioglu et al. 2012). Thus, the empirical scope of
these two theories differ. In addition, in our leading example of hidden discrimination,
Dee must prefer to watch movie 1 alone rather than to watch movie 1 with a person in a
wheelchair. This inference was shown under order rationalization theory and a suitable
permissibility assumption. However, it is straightforward to show (a proof is available
on request) that the same preference inference does not follow under the Masatlioglu-
Nakajima-Ozbay model of limited attention, even if the same choice function C is ob-
served and the same permissibility assumption is made.

The constraint functions in Lleras et al. (2010), called consideration filters, are map-
pings l/ICFZB — B that satisfy wAF(B) C B and (1). The intuitive idea in Lleras et al.
(2010) is also that Dee may not pay attention to all her available options in B and, in-
stead, focus on a subset “F(B). It is assumed that if Dee pays attention to an option
x in a issue B*, then she also pays attention to an option x in a subset B C B*. Dee op-
timizes over “F(B) with her preference order. This decision process is called a choice
with limited consideration. Thus, while order rationalization theory and limited con-
sideration theory were designed to conceptualize different intuitive ideas, they have the
same formal structure.

Consider the constraint function ¢ such that ¢(B) consists of a single option in B
and B C B*, and ¢/(B*) € B= (B*) = ¢(B). So if the option (B) € B is seen as a
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“choice,” then WARP is satisfied. Note that ¢ satisfies (1), (2), and (3). Moreover, if a
choice function C is not anomalous, then it can be accommodated by a model (P, ),
where (B) = {C(B)} and P is an arbitrary preference. That is, Dee’s choice is dictated
entirely by her constraints. So if choice is not anomalous, then no inferences can be
made about Dee’s preferences using rationalization, rational short list, limited attention,
or limited consideration theory.

When choice is not anomalous, the idea of selecting a minimum constraint model
can be combined with any aforementioned theory to identify preferences. Thus, the
idea of minimum constraint can be used to select models within a given theory, but
it does not screen among theories because, in principle at least, it can be combined
with different theories. However, the basis of minimum constraint theory, permissibility
assumption, that have been, so far, used to screen models within a given theory can also
be used to screen among different theories.

A permissibility assumption has different interpretations depending on the associ-
ated theory. In limited consideration theory, y € B means that Dee is assumed to have
considered option y in issue B. In rationalization theory, y € B means that Dee is as-
sumed to have a way to rationalize option y in issue B. There may be evidence to sub-
stantiate the assumption that Dee has considered option y (e.g., Dee talked about option
y right before making her choice), but not enough evidence to substantiate the assump-
tion that Dee can rationalize option y (e.g., nothing that Dee said about y suggests it). If
a permissibility assumption is made in one theory but not in another, then it is possible
to empirically differentiate the two theories even if, in the absence of such assumptions,
they have the same abstract structure as in the case of rationalization theory and limited
consideration theory.

Consider the Thomas Schelling anecdote mentioned in Section 5.1. If Schelling is
telling the story, it is sensible to assume that he was aware of the encyclopedias (and,
naturally, the option of not buying them as well). This can be formalized by the permis-
sibility assumptions such as n € (e, n) and e; € (e, €2, n). Under these permissibility
assumptions, the anomalous choices C(eq, n) = e; (i.e., buying encyclopedia 1 when it
is the only one offered) and C(ey, e;, n) = n (i.e., not buying an encyclopedia when both
encyclopedias are offered) lead to the contradictory conclusion that e is preferred to
n and n is preferred to e;. So if these permissibility assumptions are made for limited
consideration theory, but not for rationalization theory, then the two theories can be
empirically differentiated.

The example above shows the use of nonchoice data, modeled by permissibility as-
sumptions, to screen theories (see Kreps 1990 and Dekel and Lipman 2010 for a general
discussion on nonchoice data). Additional examples readily apply. Nonchoice evidence
may underlie a permissibility assumption for rationalization, but not for categorization.
Assume that Dee said that “people should help the needy.” This may substantiate the
permissibility assumption that Dee can rationalize helping the needy (e.g., Dee can ra-
tionalize making a small donation), but may not substantiate any assumption regard-
ing Dee’s categorizations. Thus, although the categorize-then-choose theory has the
same empirical scope as basic rationalization theory (and so choice data alone cannot
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set them apart), these theories can be empirically distinguished when nonchoice data
are added.

Consider the marketing field study of Berger and Smith (1997). They observe that
some donors (to universities) choose to make a small solicited contribution (s) over no
contribution (n), but if donors are solicited to make either a small or a large contribution
(1), then they choose not to contribute. These two choices, C(s, n) = s and C(s, n, [) = n,
are anomalous. Depending on what is chosen between » and /, and also between s and
[/, we may end up with a cycle or an anomaly known in the literature as the attraction
effect. Both patterns can be accommodated by order rationalization theory. However,
regardless of what the two unobserved choices might be, by Proposition 2, Dee must
prefer a small contribution over no contribution. Consider the permissibility assump-
tion that Dee can rationalize a small donation (i.e., s € (s, n,[)). This contradicts her
choice of no donation. So under this assumption, rationalization should not be con-
sidered a viable explanation for this phenomenon. That is, rationalization theory is a
poor candidate to model this phenomenon because the permissibility assumption that
Dee can rationalize a small donation is plausible. So permissibility assumptions not
only help select among alternative models of rationalization, but may also help circum-
scribe the application of the theory itself. We refer the reader to de Clippel and Eliaz
(2012), Cherepanov et al. (forthcoming), Manzini and Mariotti (2012a), and Ok et al.
(2012) for theories, among many others, that can accommodate the attraction effect.
See also Masatlioglu and Nakajima (2007), Masatlioglu and Ok (2006), and Eliaz and Ok
(2006) for related models.

Rubinstein and Salant (2006a) propose a postdominance rationality theory of
choice. This theory assumes that Dee first eliminates alternatives that are dominated
(according to an acyclic relation R). Then Dee chooses the best alternative according to
a relation that is complete and transitive when restricted to the alternatives not elimi-
nated by R. Rubinstein and Salant (2006b) show that postdominance rationality is char-
acterized by an axiom called Exclusion Consistency. If Exclusion Consistency holds,
then so does Weak WARP (a proof is available from the authors on request). Hence,
the empirical scope of postdominance rationality theory is subsumed by the empirical
scope of basic rationalization theory.

The literature also contains theories of multiple selves, where Dee always optimizes
an order among several possible orders. These theories may accommodate anoma-
lies and can also be empirically distinguished from rationalization theory. Consider the
dual-self theory (a special case of Kalai et al. 2002), where Dee optimizes either by pref-
erence order P; or by preference order P,. No other restriction is imposed. Consider four
alternatives x, y, z, and w and Dee’s choices C(x, y, z, w) = C(x, y) = x and C(x, y, z) = y.
These choices violate Weak WARP and, therefore, cannot be accommodated by rational-
ization theory. However, they can be accommodated by dual-self theory. It suffice that
one order ranks y as a top option and another order ranks x as a top option. Finally,
we point out that the literature has already made an effort to relate different theories.
For example, Houy (2007) and Houy and Tadenuma (2009) relate multiple-selves theo-
ries and theories of subjective constraints, Apesteguia and Ballester (2008) relate the Xu
and Zhou (2007) theory of rationalizability by game tree with the work of Manzini and
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Mariotti (2007), and Manzini and Mariotti (2012b) connect the Tversky (1969) model of
boundedly rational choice to the models of choice of Apesteguia and Ballester (2008)
and Manzini and Mariotti (2007). Finally, we point out that we have not provided a com-
prehensive survey of the relevant literature. In particular, we have not commented on
related models such as Bossert and Suzumura (2009), Ergin and Saver (2010), and Salant
and Rubinstein (2008), among many others.

6.1 Future work

Consider the following example (provided by an anonymous referee). Take the choices
C in the handicapped aversion example, but add a fourth alternative w, where Dee
sees movie 1 with her favorite person. She may choose x (movie 1 alone) in the issue
(x,y, z, w) if now x is psychologically permissible. Her choices violate Weak WARP and
so cannot be accommodated by rationalization theory. Thus, it is desirable to produce a
more flexible theory of choice, which is still testable and allows for some identification
of its core elements.

In future research, rationalization may be used in game-theoretic models. For ex-
ample, Dee’s rationales may be, in part, social constructs. Then moral speech may affect
rationales and, therefore, alter behavior.’

Future work may also shed light on welfare analysis when agents face psychological
constraints. Suppose that Dee wants a life-saving medical procedure, but would choose
against it because of a moral prohibition. Should someone acting on her behalf choose
according to her preferences or according to her choice? Different perspectives have
been offered on related matters (see, for example, Mill 1860 and Thaler and Sunstein
2003; see also Bernheim and Rangel 2009, Green and Hojman 2007, and Rubinstein and
Salant 2012, among others, for a recent debate on welfare analysis). Rationalization the-
ory can reveal Dee’s preference and constraints and, hence, determine when they clash,
but the welfare implications of such clashes are unresolved.

7. CONCLUSION

The inability to rationalize may place unobservable psychological constraints on choice.
Rationalization theory imposes logical structure on psychological constraints and,
thereby, guarantees that the theory is testable. Under minimum constraint rational-
ization theory, preferences and constraints are uniquely revealed across several choice
patterns. When observed choice is not anomalous, minimum constraint theory reveals
the same preferences as standard economics. When binary choice behavior is anoma-
lous but acyclic, unique preferences and constraints are revealed from choice. When
ambiguity over preferences remains, evidence that behavior is permissible may be used
to reduce ambiguity and to reject the model outright. By combining the psychological
idea of rationalization with the economic idea of ordered preferences and constrained
choice, we get a new theory that can extend analysis in both disciplines.

“Simple game-theoretic examples where players are rationalizers are available on request. In some of
these examples, rationalization theory produces behavior that resembles reciprocity (see Rabin 1993, Fehr
and Schmidt 1999, and Bolton and Ockenfels 2000 for models of reciprocity).
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While we consider a decision-theoretic framework, the rationalization model can
serve as a foundation for strategic analyses. In particular, rationalization may help us
to understand why debates about seemingly abstract principles might become a central
feature of social life: such debates can change behavior without changing preferences
or the feasibility of choice.

APPENDIX
A.1 The need for orders

In this section, we show that the handicapped avoidance claim cannot be established by
basic rationalization theory and any permissibility assumptions. It is also necessary to
assume that Dee’s preferences are orders.

Given a choice function C, let P¢ be the binary relation defined by the binary
choices. That is, x P€ y ifand onlyif C({x, y}) = x.

PROPOSITION 5. Consider a model (P, ) € P x V¥ that underlies a choice function C.
Then the model (P, ) also underlies the choice function C.

Proposition 5 shows that if a choice function is consistent with basic rationalization
theory, then it is always possible to accommodate Dee’s choices by preferences defined
by her binary choices. So in the handicapped avoidance example, there is a third way
(i.e., beyond models S and ') to accommodate the choice function C: with cyclic pref-
erences P and the same psychological constraints in the S-model or in the S’-model.
The intuition is as follows: Dee prefers her choice C(B) over any rationalizable option
z € ¥ (B). In a binary choice between z and C(B), both options are rationalizable. Thus,
Dee chooses C(B) over z in a binary choice.

In Proposition 5, the same psychological constraints  are used in models (P, ¢) and
(P, ) that accommodate choices C. This leads to Corollary 1 below. Let P x WA be
the basic theory of A-rationalization.

COROLLARY 1. Consider the P x WA theory of A-rationalization and a choice function C
such that C({x, y}) = x. Then y is not revealed to be preferred to x.

Corollary 1 implies that it is not possible to infer that Dee acted against her prefer-
ences in a binary choice unless binary choice is cyclic and cyclic preferences are ruled
out. This holds for any permissibility assumptions. Thus, the handicapped aversion
claim requires cyclic choices and the assumption of preference orders.

A.2 An alternative theory

Consider an alternative theory (suggested by an anonymous referee) in which given an
issue B € BB, Dee’s constraint s »/(B) is defined by

Un(B)={xeB]|ifforallye B,y +# x,thereis R; e N and z € Bs.t. zR; y},
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where / is a finite collection of rationales. Informally, x € s o/(B) if Dee can find areason
not to choose any feasible alternative.

This theory differs from order rationalization theory. Let 4 be x, y, and z. Consider
the constraint functions ! defined by ! (x, z) = (z) and ¢! (B) = B for every issue B
(x, z), and ? defined by ¢?(B) = (B) for all binary issues and ?(x, y, z) = {x}. It is
straightforward to show that ¢! does not satisfy (1), but ! = o+ for some N, and >
satisfies (1), but there is no A/ such that 4,112 =N

A.3 Proofs and extended results

Given a set of rationales R = {R;,i =1, ..., n}, let ™ be the psychological constraint
function

&R(B) = {x € B | for some R; € R there isno option y # x, y € Bs.t. y R; x}.

ProPOSITION 7. Let y € ¥ be any psychological constraint function. The following con-
ditions are equivalent.

(i) The mapping i satisfies (1).

(ii) There exists a set R of rationales (where each rationale in R is transitive and asym-
metric) such that y = .

(iii) There exists a set R of rationales (where each rationale in R is transitive and asym-
metric) such that y = .

ProOOF. (i) = (ii) Assume that a psychological constraint function  satisfies (1). Then,
foreachissue B € B and alternative x € /(B), let Rp ; be defined by xRp , y foranyy € B,
y#x.SoxRp yyifand onlyifx € (B), y € B, and y # x. Let R be the set of all rationales
Rp.x such that B € B and x € (B). Let ¥® be the psychological constraint function
determined by R. Fix any issue B € B. Assume that x € /(B). Then, by definition, x is
rationalized by Rp y € R. So x € R (B). Now assume that x € y*(B). So x € B and there
exists an issue B such that x Rp .y forany y € B, y # x. By definition, x Ry .y ifand only
if x € (B), ye B,and y # x. So x € ¢s(B). By (1), x € s(B).

(i) = (iii) is immediate. (iii) = (i) can be shown as follows. Assume that x €
B C B* and x € ¢*(B*). Then, by definition, there is some R; € R such that there is no
alternative y # x, y € B* such that y R; x. Hence, there is no alternative y # x, y € B such
that y R; x. So x € ¢ *(B). O

The equivalence between (i) and (ii) shows that (1) is the structure on psychologi-
cal constraint functions imposed by rationalization. It also shows that, without loss of
generality, rationales can be transitive and asymmetric. The equivalence between (ii)
and (iii) shows that our results are the same whether an option is rationalized when it is
ranked highest for some rationale or whether some rationale does not place any alter-
native above x. Finally, it is not without loss of generality to assume that rationales are
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orders. Consider the psychological constraint '{y, z} = '{x, y, z} = {y}, ¥'{B} = B else-
where. If x € ¢/{x, y} and rationales are orders, then Dee must have an ordered rationale
that ranks x above y. The highest ranked option in this rationale is not y. This contra-
dicts ¢/'{x, y, z} = {y}. Note that ¢’ € V¥ is the psychological constraint function in the
S’-model that accommodates C even though it does not involve handicapped aversion.
If rationales are orders, then C cannot be accommodated without handicapped aver-
sion. By Proposition 2, x is revealed to be preferred to y, so if z is preferred to x (i.e., no
handicap aversion), then Dee ranks z above x above y. To accommodate C(x, y, z) =y
requires ¢/{x, y, z} = {y} and to accommodate C(x, y) = x requires x € s{x, y}. This leads
to the contradiction obtained above. So if rationales are orders, then handicapped aver-
sion follows from C without permissibility assumptions.

A pair of issues (B, B*) € B x B is nested if B C B*; B is the sub-issue and B* is the
super-issue. Given a choice function C, a pair of nested issues (B, B*) € B x B is anoma-
lous if the choices C(B) and C(B*) are anomalous. Given an issue B, let B2 be all super-
issues B* of B such that the pair (B, B*) is anomalous. Given a choice function C and a
set A={(y;,Bi);yieBii=1,...,n}, let PSAbe the binary relation such that x pPCA yif
and only if

x=C(B) and y=C(B*) forsomeanomalous pair (B, B¥) of nested issues
or
x=C(B) and forsome (y;,B;)e A, y=y;€ BCB,.
Let /- be a psychological constraint function defined by
(B) = {C(B); C(B*) forany B* € BBy, forany (y;, B;)e A,y=y; e BC Bi}.

By definition,
C(B) PS4y foranyye y“A(B),y+C(B). @)
In addition, if B € B, then

ySAB) N B yCAB).

This follows because if z € Band z lIlC’A(B), then we can assume, without loss of
generality, that z # C(B). Otherwise z = C(B) and so z € ySA(B). We can also assume,
without loss of generality, that z # C (B) and that z # C (é) for any B € BB. Otherwise
(B, B) or (B, B) is an anomalous pair of nested issues and in either case, z € yCAB).
Thus, it follows from z € l/JC"A(B) that for some (y;, B;)) € A, z=y; € BCB;. Soz= yi €
BC BC B;. Thus, z € ySA(B). So y&A € WA,

LEMMA 1. If (P, ) € P x WA underlies C, then x P4 y— x P y.

Proor. Assume that x = C(B) and y = C(B*) for some anomalous pair (B, B*) of nested
issues. Then y € (B*) (because y = C(B*)) and y € B (because C(B*) € B). So by (1),
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y € ¥(B). Hence, x P y (because (P, /) underlies C). Now assume that x = C(B) and
for some (y;, Bi) € A, y =y; € BC B;. So y; € (B;) (because ¢ € PA). By (1), y; € ¢(B).
Hence, x Py =y;. O

ProrosiTION A.1. A choice function C is consistent with A-rationalization theory P x
WA if and only if PS4 is asymmetric. A choice function C is consistent with A-
rationalization order theory P° x WA if and only if P¢A is acyclic.

Proor. Assume that a choice function C is consistent with .A-rationalization theory P x
WA, Let (P, ) € P x WA be a model that underlies C. Assume, to the contrary, that
PS4 is not asymmetric. Then, for some x # y, x P©A y and y P4 x. By Lemma 1, x P y
and y P x. This contradicts P € P. Now assume that PCA s asymmetric. Then, by (4),
(PCA, 4 Ay e P x WA underlies C.

Assume that a choice function C is consistent with order .4-rationalization theory
PO x WA, Let (P, P) € P% x WA be a model that underlies C. Assume, to the contrary,
that PS4 is cyclic. By Lemma 1, P is cyclic. This contradicts P € P°. Assume that P¢-A
is acyclic. By topological ordering, P¢-** may be extended (not necessarily uniquely) to
an order (see Cormen et al. 2001, pp. 549-552). Let P be an arbitrary order that extends
PCA Then, by (4), (P, wC’A) € P° x WA underlies C. O

Proposition A.1 shows the empirical content of (order) .A-rationalization theory.

ProPOSITION A.2. A choice function C that is consistent with order rationalization the-
ory is also consistent with the minimum constraint theory of rationalization.

Proor. Let us define the partial order = on a psychological constraint function such
that ¢’ = ¢ if and only if ¢(B) C ¢/(B) for all issues B € B. Given that the set of all
alternatives A is finite, there is a >-maximal element, *, in the set of {i/:for some
P, (P, ) e P° x WA underlies C}. So, for some P*, (P*, P*) e PO x VA underlies C and
is not dominated by any alternative model in 7° x W that underlies C. O

ProrosITION A.3. Consider a choice function C consistent with A-rationalization the-
ory P x WA, Then x is revealed to be preferred to y, x # y, ifand only if at least one of the
two conditions hold: (i) x is revealed to be preferred to y by basic rationalization theory or
(ii) x = C(B) and for some (y;, Bi) € A, y=y;i € BC B;.

ProOF. Let (P, ) € P x ¥4 be a model that underlies C. So if either condition (i) or
(i) holds, then x P¢# y and, by Lemma 1, x P y. Now assume that C is consistent with
A-rationalization theory P x W, Then, by Proposition A.1, P¢-4 is asymmetric. Hence,
(PCA, 4¢Py e P x WA underlies C. If neither condition (i) nor condition (ii) holds, then
it is not the case that x P©4 y. Thus, consider the binary relation P such that y P x and
for all other pairs of alternatives, P is identical to P¢A. Then P is still asymmetric and
(P, yCA) e P x WA still underlies C. O
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ProposiTION A.4. Consider a choice function C consistent with order A-rationalization
theory P° x WA, Then z, is revealed to be preferred to zj if and only if there exists a chain
ziv1, i=0, ...,k — 1, such that z; is revealed to be preferred to z;,, by A-rationalization
theory.

PROOF. Let (P, ) € P° x ¥4 be a model that underlies C. If there exists a chain Zit1,
i=0,...,k—1, such that z; is revealed to be preferred to z;;, by .A-rationalization the-
ory,thenz;Pz;,1,i=0,..., k—1,whichimplies (because P is an order) that z; P z;. Now
assume that C is consistent with .A-rationalization order theory P° x W. By Proposi-
tion A.1, PS4 is acyclic. Now assume that there is no chain z;,1, i =0, ...,k — 1, such
that z; is revealed to be preferred to z;;; by A-rationalization theory. Then it is not the
case that z; P4 z;. Thus, consider the binary relation P such that z; P z; and for all
other pairs of alternatives, P is identical to P¢A. Then P is acyclic and, hence, can be
extended to an order P € P°. Given that R extends PC:4 and that (PS4, ¢CA) € P x TA
underlies C, (P, pCA) € PO x WA underlies C. O

Propositions A.3 and A.4 characterizes the preference inferences that can made un-
der (order) .A-rationalization theory. We now return to the basic rationalization theory
(i.e., A= 2 and preferences are not necessarily orders). Consider two pairs of anoma-
lous nested issues (B1, BY) and (B, B}). The choices on these two nested issues are
reversed if C(By) = C(B}) and C(B}) = C(Ba).

IRREVERSIBILITY. A choice function C satisfies the Irreversibility axiom if there are no
two pairs of anomalous nested issues with reversed choices.

By Proposition A.1, this axiom demarcates the choice functions that can be accom-
modated by the basic rationalization theory because there are two pairs of anomalous
nested issues with reversed choices if and only if P¢-< is asymmetric.

ProprosITION A.5. The Irreversibility axiom holds if and only if Weak WARP holds.

PRrROOF. Assume that Weak WARP does not hold. Then let x # y, {x, y} € B € B be such
that C(B) = C({x, y}) = x and C(B) = y. Then ({x, y}, B) is a pair of anomalous nested
issues and (B, B) is also a pair of anomalous nested issues. But C(B) = C({x, y}) = x.
Hence, ({x, y}, B) and (B, B) are reversed. Thus, the Irreversibility axiom does not hold.

Now assume that the Irreversibility axiom does not hold. Consider the two pairs
(B1, BY) and (B, B;) of anomalous nested issues with reversed choices. Let y = C(By) =
C(B3)and x = C(B}) =C(By). Thenx #y, {x,y} € B S Bf, and {x, y} S B € B} (x € By
because x = C(B]) € By and y € By because y = C(By) € By, so {x, y} C By; the argument
for {x, y} € B, is analogous). Now assume that C({x, y}) = x. Then {x, y} € B; € Bj,
C(B}) = x, and C(B1) = y. So Weak WARP does not hold. Alternatively, if C({x, y}) =y,
then {x, y} € B, € B}, C(B}) =y, and C(B;) = x. Thus, Weak WARP does nothold. ~ [J

The proof of Proposition 1 is a direct corollary of Propositions A.1 and A.5.
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PROOF OF PROPOSITION 2. Let (P, ) € P x ¥ be a model that underlies C. Note
that ¥ = ¥4, where A= o. So if (B, B*) is an anomalous pair of nested issues, then
C(B) P2 C(B*) and, by Lemma 1, C(B) P C(B*). So C(B) is revealed to be preferred
to C(B*). In addition, if P is transitive, then x; P x;;1, i =0,...,n — 1, implies that
x=xoPx,=y.

If C is consistent with rationalization theory P x W, then, by Proposition A.1, P¢-< is
asymmetric. Hence, (PS2 € 2) e P x ¥ undetlies C. If there exists no anomalous pair
of nested issues (B, B*) such that C(B) = x and C(B*) =y, x # y, then it is not the case
that x P¢-? y. Thus, consider the binary relation P such that y P x and for all other pairs
of alternatives, P is identical to P<-?. Then P is still asymmetric and (P4, Py 2) e P x
W still underlies C. In addition, if C is consistent with rationalization theory P x ¥, then,
by Proposition A.1, P¢-? is acyclic. Therefore, if there exists no chain of alternatives

{x0, ..., X} such that xy = x, y = x,,, and x; P-? Xiy1,i=0,...,n—1, then P* (as defined
above) remains acyclic. Hence, P? can be extended to an order P and, by construction,
(P, y©2) e P x ¥ still underlies C. O

PrROOF OF THEOREM 1. Assume that an order P is identifiable. Let iy be a >-maximal
element in {: (P, ¢) € P° x PA underlies C}. So (P, §) € P° x ¥4 underlies C. As-
sume, to the contrary, that for (P, ) there exists a model (P', /') € P° x WA that also
underlies C such that ¢(B) C /(B) for all issues B € B, with strict inclusion for some is-
sue B € B. Then P’ # P (P’ = P contradicts the =-maximality of ). Consider the model
(P, ) € P° x WA, First, (P, ) also underlies C, because for any issue B, C(B) P’ y for
all y € 4/(B) 2 y(B). So C(B) P’ y for all y € 4s(B). By definition, for any permissibility
assumptions A, if (P, /) € P° x WA, then (P/, ) € P° x WA, Thus, P is not identified by
PO x PA,

Assume that P is an order and that (P, /) belongs to the minimum constraint theory
of rationalization. Let .4 be permissibility assumptions defined (y, B) € A if and only
if y € /(B). Assume, to the contrary, that P is not identified by P° x W4, Then there
exists a model (P, ') € P° x WA that underlies C, with P’ # P. Now ¢’ > ¢ (because
' € WA). So ' = ¢ (otherwise (P, i) is dominated by (P, ')). Thus, (P’, i) € P° x ¥4
underlies C. Now let ¢ and b be two alternatives such that a P b and b P’ a (they exist
because P’ # P). Let s be identical to  on all issues B # {a, b} and §{a, b} = {a, b}.
By definition, if {a, b} C B, then ¢(B) N {a, b} C ¢{a, b} and ye ¢ (B) if (y, B) € A. Thus,
Jf € WA, Now either b € Y{a, b} or b ¢ Y{a, b}. In the latter case, ¥{a, b} = {a}, C(a, b) = a,
and (P, J/) underlies C (because a P b). Thus, (P, ¢) is dominated by (P, lff) e PO x WA
a contradiction. In the former case, b € {{a, b}. Then C{a, b} = b (because b P’ a and
(P, ) underlies C). Thus, (P, 1@) underlies C. In addition, {{a, b} = {b} (y{a, b} = {a, b}
would contradict a P b and (P, ¢) underlies C). Hence, (P, ¢) is dominated by (P, z@) €
P° x WA _—a contradiction. O

PROOF OF PROPOSITION 3. Assume that (P, ) € P x ¥ underlies C and is not domi-
nated by any alternative modelin P° x V. Then, for every pair {x, y} C 4, ¢{x, y} = {x, y}.
To see this, assume, to the contrary, that for some pair of alternatives {x, y}, ¢{x, y} = {x}.
Let ¢’ be such that ¢/{x, y} = {x, y} and ¢’ = ¢ for all other issues. Clearly, ¢’ € ¥ because
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€ ¥ and {x, y} has no sub-issues with more than one alternative. By assumption, P€
(defined in Appendix A.1) is complete and acyclical, and so is an order. We now show
that (P€, ') € P° x ¥ underlies C.

Let B # {x, y} be an issue. Let z € /(B) = ¢(B), z # C(B). Note that {C(B), z} C
B and C(B) € ¢(B) = ¢/(B). So {C(B),z} € Bn ¢/'(B) and {C(B),z} € B N y(B).
Hence, ¢ ({C(B), z}) = ¢/({C(B), z}) = {C(B), z}. It follows that C(B) P z (because z €
Yy({C(B), z}) and (R, ¢) underlies C). Hence, C({C(B), z}) = C(B) (because (R, {) un-
derlies C). By definition, C(B) P¢ z. Moreover, C({x, y}) = x (because {x, y} = {x}).
So x P€ y. Hence, (P€, ') € P° x ¥ underlies C and (P, ¢) is dominated by (P€, ).
Thus, for every pair of alternatives {x, y}, ¢{x, y} = {x, y}. Given that (P, ) underlies C,
it follows that P = PC€. O

PRrROOF OF PROPOSITION 4. Let (P, ) and (P, ') be two models in P? x V¥ that underlie
choices C and are not dominated by any alternative model in P° x ¥. Assume, to the
contrary, that some issue B, ¢(B) # /(B). Let IZ be defined by @(B) = y(B) U ¢/(B).
By definition, either ¢ or ¢ (or both) imposes more constraints than J. Now (P, §)
underlies C because C(B) P y for every y € ¢/(B) and for every y € ¢'(B). In addition,
if B C B, then J/(B) NBC &(B). This follows because (B) N B C (B) and lp/(f?) N
B C ¢/(B). So ¢ € V. Thus, either (P, ¢) or (P, ¢'), or both, are dominated by (P, )—
a contradiction. O

PRrOOF OoF PrROPOSITION 5. Let (P, i) underlie C. Fix an issue B € B and an alternative
z € ¥(B). Now C(B) € ##(B) and z € (B) implies that {C(B), z} C BN ¢(B). Therefore,
Y{C(B), z} = {C(B), z}. Since C(B) P z (because (P, /) underlies C), it must be the case
that C({C(B), z}) = C(B). Thus, C(B) P¢ z. 0

PROOF OF THE CLAIM IN SECTION 6. Let 45" be a constraint function in Manzini and
Mariotti (2007). Let P; be the associated preference such that (2) is satisfied. Let R =
{P*, x € A} be the set of all rationales defined by x P* y whenever y P; x does not hold,
y # x. Then ¢SU(B) = ¢ (B) for all B € B. So ¢St e V.

Now assume that A4 has three elements x, y, and z. Let /(B) = B for all binary issues
and let ¢(x, y, z) = (x, z). Assume, to the contrary, that ¢ satisfies (2). Then the asso-
ciated preference P; cannot rank any alternative above another (because (B) = B for
all binary issues). But this implies (x, y, z) = (x, y, z)—a contradiction. Thus, (2) is not
satisfied. It is immediate that ¢ satisfies (1). d

REFERENCES

Achen, Christopher H. and Larry M. Bartels (2006), “It feels like we’re thinking: The ra-
tionalizing voter and electoral democracy.” Unpublished paper. [778]

Akerlof, George A. and William T. Dickens (1982), “The economic consequences of cog-
nitive dissonance.” American Economic Review, 72, 307-319. [778]

Ambrus, Attila and Kareen Rozen (2008), “Revealed conflicting preferences.” Unpub-
lished paper. [777]


http://www.e-publications.org/srv/te/linkserver/setprefs?rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:2/ad82&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:2/ad82&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4

Theoretical Economics 8 (2013) Rationalization 797

Apesteguia, Jose and Miguel Ballester (2008), “A characterization of sequential rational-
izability.” Unpublished paper. [788, 789]

Bénabou, Roland and Jean Tirole (2002), “Self-confidence and personal motivation.”
Quarterly Journal of Economics, 117, 871-915. [778]

Berger, Paul D. and Gerald E. Smith (1997), “The effect of direct mail framing strategies
and segmentation variables on university fundraising performance.” Journal of Interac-
tive Marketing, 11, 30-43. [788]

Bernheim, B. Douglas (1984), “Rationalizable strategic behavior.” Econometrica, 52,
1007-1028. [778]

Bernheim, B. Douglas and Antonio Rangel (2009), “Beyond revealed preference: Choice-
theoretic foundations for behavioral welfare economics.” Quarterly Journal of Eco-
nomics, 124, 51-104. [789]

Bolton, Gary E. and Axel Ockenfels (2000), “ERC: A theory of equity, reciprocity, and
competition.” American Economic Review, 90, 166-193. [789]

Bossert, Walter and Kotaro Suzumura (2009), “External norms and rationality of choice.”
Economics and Philosophy, 25, 139-152. [789]

Carillo, Juan D. and Thomas Mariotti (2000), “Strategic ignorance as a self-disciplining
device.” Review of Economic Studies, 67, 529-544. [778]

Chambers, Christopher P. and Takashi Hayashi (2012), “Choice and individual welfare.”
Journal of Economic Theory, 147, 1818-1849. [777]

Chen, M. Keith (2008), “Rationalization and cognitive dissonance: Do choices affect or
reflect preferences?” Unpublished paper. [778]

Cherepanov, Vadim, Timothy Feddersen, and Alvaro Sandroni (forthcoming), “Revealed
preferences and aspirations in warm glow theory.” Economic Theory. [788]

Cormen, Thomas H., Charles E. Leiserson, Ronald L. Rivest, and Clifford Stein (2001),
Introduction to Algorithms, second edition. McGraw-Hill, New York. [793]

de Clippel, Geoffroy and Kfir Eliaz (2012), “Reason-based choice: A bargaining rationale
for the attraction and compromise effects.” Theoretical Economics, 7, 125-162. [777, 788]

Dekel, Eddie and Barton L. Lipman (2010), “How (not) to do decision theory.” Annual
Review of Economics, 2, 257-282. [787]

Dietrich, Franz and Christian List (2010), “A reason-based theory of rational choice.”
Unpublished paper. [778]

Ehlers, Lars and Yves Sprumont (2008), “Weakened WARP and top-cycle choice rules.”
Journal of Mathematical Economics, 44, 87-94. [779]

Eliaz, Kfir, Michael Richter, and Ariel Rubinstein (2011), “Choosing the two finalists.”
Economic Theory, 46, 211-219. [785]


http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:5/bt02&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:6/bs97&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:7/b84&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:8/br09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:9/bo00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:10/bs09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:11/cm00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:12/ch08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:14/cfs10&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:15/clrs01&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:16/ce12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:17/dl98&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:19/es08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:20/err11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:5/bt02&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:6/bs97&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:6/bs97&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:7/b84&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:8/br09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:8/br09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:9/bo00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:10/bs09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:11/cm00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:12/ch08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:14/cfs10&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:15/clrs01&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:16/ce12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:17/dl98&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:19/es08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:20/err11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4

798 Cherepanov, Feddersen, and Sandroni Theoretical Economics 8 (2013)

Eliaz, Kfir and Efe Ok (2006), “Indifference or indecisiveness? Choice-theoretic founda-
tions of incomplete preferences.” Games and Economic Behavior, 56, 61-86. [778, 788]

Eliaz, Kfir and Ran Spiegler (2011), “Consideration sets and competitive marketing.” Re-
view of Economic Studies, 78, 235-262. [785]

Ergin, Haluk and Todd Saver (2010), “A unique costly contemplation representation.”
Econometrica, 78, 1285-1339. [789]

Fehr, Ernst and Klaus M. Schmidt (1999), “A theory of fairness, competition, and coop-
eration.” Quarterly Journal of Economics, 114, 817-868. [789]

Fudenberg, Drew and David K. Levine (2006), “A dual-self model of impulse control.”
American Economic Review, 96, 1449-1476. [778]

Gneezy, Uri and Aldo Rustichini (2000), “A fine is a price.” Journal of Legal Studies, 29,
1-17. [778]

Green, Jerry R. and Daniel A. Hojman (2007), “Choice, rationality and welfare measure-
ment.” Unpublished paper. [789]

Gul, Faruk and Wolfgang Pesendorfer (2005), “The revealed preference theory of chang-
ing tastes.” Review of Economic Studies, 72, 429-448. [778]

Heller, Yuval (2012), “Justifiable choice.” Games and Economic Behavior, 76, 375-390.
[778]

Houy, Nicolas (2007), “Rationality and order-dependent sequential rationality.” Theory
and Decision, 62, 119-134. [788]

Houy, Nicolas and Koichi Tadenuma (2009), “Lexicographic compositions of multiple
criteria for decision making.” Journal of Economic Theory, 144, 1770-1782. [788]

Iyengar, Sheena S. and Mark R. Lepper (2000), “When choice is demotivating: Can one
desire too much of a good thing?” Journal of Personality and Social Psychology, 79,
995-1006. [784]

Jones, Ernest (1908), “Rationalisation in every-day life.” Journal of Abnormal Psychology,
3, 161-169. [775]

Kalai, Gil, Ariel Rubinstein, and Ran Spiegler (2002), “Rationalizing choice functions by
multiple rationales.” Econometrica, 70, 2481-2488. [778, 788]

Kreps, David M. (1990), A Course in Microeconomic Theory. Princeton University Press,
Princeton, New Jersey. [787]

Lehrer, Ehud and Roee Teper (2011), “Justifiable preferences.” Journal of Economic The-
ory, 146, 762-774. [778]

Lleras, Juan S., Yusufcan Masatlioglu, Daisuke Nakajima, and Erkut Ozbay (2010),
“When more is less: Limited consideration.” Unpublished paper. [778, 785, 786]

Lleras, Juan S., Yusufcan Masatlioglu, Daisuke Nakajima, and Erkut Ozbay (2012),
“When more is less: Limited consideration.” Unpublished paper. [786]


http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:21/E06&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:22/es11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:23/es10&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:24/fs99&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:25/fl06&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:26/gr00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:28/gp05&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:29/h09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:30/h07&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:31/ht09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:32/il00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:33/j08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:34/krs02&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:36/lt11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:21/E06&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:22/es11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:23/es10&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:24/fs99&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:25/fl06&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:26/gr00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:28/gp05&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:30/h07&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:31/ht09&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:32/il00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:32/il00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:33/j08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:34/krs02&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:36/lt11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4

Theoretical Economics 8 (2013) Rationalization 799

Manzini, Paola and Marco Mariotti (2007), “Sequentially rationalizable choice.” Ameri-
can Economic Review, 97, 1824-1839. [778, 779, 785, 788, 789, 796]

Manzini, Paola and Marco Mariotti (2012a), “Categorize then choose: Boundedly ratio-
nal choice and welfare.” Journal of the European Economic Association, 10, 1141-1165.
[778, 779, 785, 786, 788]

Manzini, Paola and Marco Mariotti (2012b), “Choice by lexicographic semiorders.” The-
oretical Economics, 7, 1-23. [789]

Masatlioglu, Yusufcan and Daisuke Nakajima (2007), “A theory of choice by elimination.”
Unpublished paper. [778, 785, 788]

Masatlioglu, Yusufcan, Daisuke Nakajima, and Erkut Y. Ozbay (2012), “Revealed atten-
tion.” American Economic Review, 102, 2183-2205. [778, 785, 786]

Masatlioglu, Yusufcan and Efe Ok (2006), “Reference-dependent procedural decision
making.” Unpublished paper. [788]

Mazar, Nina and Dan Ariely (2006), “Dishonesty in everyday life and its policy implica-
tions.” Journal of Public Policy and Marketing, 25, 117-126. [778]

Mill, John Stuart (1860), On Liberty. Collier, London. [789]

Ok, Efe A., Pietro Ortoleva, and Gil Riella (2012), “Revealed (p)reference theory.” Unpub-
lished paper. [778, 788]

Pearce, David G. (1984), “Rationalizable strategic behavior and the problem of perfec-
tion.” Econometrica, 52, 1029-1050. [778]

Rabin, Matthew (1993), “Incorporating fairness into game theory and economics.”
American Economic Review, 83, 1281-1302. [789]

Rabin, Matthew (1995), “Moral preferences, moral constraints, and self-serving biases.”
Unpublished paper. [778]

Roth, Alvin E. (2007), “Repugnance as a constraint on markets.” Unpublished paper.
[778]

Rubinstein, Ariel and Yuval Salant (2006a), “A model of choice from lists.” Theoretical
Economics, 1,3-17. [778, 788]

Rubinstein, Ariel and Yuval Salant (2006b), “Two comments on the principle of revealed
preference.” Unpublished paper. [788]

Rubinstein, Ariel and Yuval Salant (2012), “Eliciting welfare preferences from be-
havioural data sets.” Review of Economic Studies, 79, 375-387. [789]

Salant, Yuval and Ariel Rubinstein (2008), “(a, f): Choice with frames.” Review of Eco-
nomic Studies, 75, 1287-1296. [789]

Samuelson, Paul A. (1938), “The empirical implications of utility analysis.” Economet-
rica, 6, 344-356. [776]


http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:39/mm07&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:40/mm11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:41/mm12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:43/mno12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:45/am06&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:48/p84&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:49/r93&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:52/rs06a&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:54/rs12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:55/sr08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:56/s38&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:39/mm07&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:40/mm11&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:41/mm12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:43/mno12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:45/am06&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:48/p84&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:49/r93&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:52/rs06a&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:54/rs12&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:55/sr08&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:56/s38&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4

800 Cherepanov, Feddersen, and Sandroni Theoretical Economics 8 (2013)

Sen, Amartya (1997), “Maximization and the act of choice.” Econometrica, 65, 745-779.
[781]

Shafir, Eldar, Itamar Simonson, and Amos Tversky (1993), “Reason-based choice.” Cog-

nition, 49, 11-36. [784]

Snyder, Melvin L., Robert E. Kleck, Angelo Strenta, and Steven J. Mentzer (1979), “Avoid-
ance of the handicapped: An attributional ambiguity analysis.” Journal of Personality
and Social Psychology, 37, 2297-2306. [776, 781]

Spiegler, Ran (2002), “Equilibrium in justifiable strategies: A model of reason-based
choice in extensive-form games.” Review of Economic Studies, 69, 691-706. [778]

Spiegler, Ran (2004), “Simplicity of beliefs and delay tactics in a concession game.”
Games and Economic Behavior, 47, 200-220. [778]

Sprumont, Yves (2000), “On the testable implications of collective choice theories.” Jour-
nal of Economic Theory, 93, 205-232. [778]

Thaler, Richard H. and Cass R. Sunstein (2003), “Libertarian paternalism.” American
Economic Review: Papers and Proceedings, 93, 175-179. [789]

Tversky, Amos (1969), “Intransitivity of preferences.” Psychological Review, 76, 31-48.
[789]

Tversky, Amos and Eldar Shafir (1992), “Choice under conflict: The dynamics of deferred
decision.” Psychological Science, 3, 358-361. [784]

Tversky, Amos and Itamar Simonson (1993), “Context-dependent preferences.” Manage-
ment Science, 39, 1179-1189. [784]

von Hippel, William, Jessica Lakin, and Richard Shakarchi (2005), “Individual differences
in motivated social cognition: The case of self-serving information processing.” Person-
ality and Social Psychology Bulletin, 31, 1347-1357. [778]

Xu, Yongsheng and Lin Zhou (2007), “Rationalizability of choice functions by game
trees.” Journal of Economic Theory, 134, 548-556. [788]

Submitted 2011-3-23. Final version accepted 2012-10-1. Available online 2012-10-2.


http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:57/s97&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:58/sst93&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:59/sksm79&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:60/s02&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:61/s04&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:62/s00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:63/ts03&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:64/t69&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:65/ts92&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:66/st93&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:67/hws05&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:68/xz07&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:58/sst93&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:59/sksm79&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:59/sksm79&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:60/s02&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:61/s04&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:62/s00&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:63/ts03&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:65/ts92&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:66/st93&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:67/hws05&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:67/hws05&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4
http://www.e-publications.org/srv/te/linkserver/openurl?rft_dat=bib:68/xz07&rfe_id=urn:sici%2F1933-6837%28201309%298%3A3%3C775%3AR%3E2.0.CO%3B2-4

	Introduction
	Related literature
	Basic concepts
	Empirical content of rationalization theory
	Intuition behind Proposition 1 and related results
	Avoidance of the handicapped

	The minimum constraint theory of rationalization
	Difﬁcult choice anomaly
	Cycles

	Differentiating theories
	Future work

	Conclusion
	Appendix
	The need for orders
	An alternative theory
	Proofs and extended results

	References

