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AIHKACT. Modern economics assumes that individuals are rational maximizers, 
who, i n  the presence of costly irzjounzutiorz, sometimes make mistakes. Recently, 
George Akcrlof has challenged this presumption. He proposes that people 
sometimes fail to maximize their long-run utility, due to the phenomenon of 
“salience.” This refers to the alleged systematic distortion in individual per- 
ception where events closer to a person (in time and in space) seem bigger 
and more import:iiit than  they really ;tw. ’I’he sulicrzcc plienomcnon is claimed 
to interfere with the Ixocess of rational mu3iitizizufiotr, rendering some individual 
choices, in  effect, irrational. This p q m  subjects Akerlof‘s suggestion to critical 
scrutiny. I t  is argued that the exainples Akerlof oflcrs o f  the elfect of salience 
:irc not thr :tnoinnlies Iic diims lxil i i i s t d  rrprcsrnt bc1i;iviors which c:tn IIC 
rcaclily explaincd within the I‘ramework of the stanclarcl economic model. All 
0 1  I I / S  I I I ; I ] O ~  cxmplcs itre coiisltlc.rccl i t i  ibis llgltt :itid It Is sirggcstecl that the 
work of Isrucl h’irzricr holtls more promise for improving the :tii:tlytical power 
o f  the st:intl;trd economic model th;m does I he idea o f  salience. 

1 

Introduction 

Tiit I D E A  that individuals fail to evaluate ;iccuratcly the  real value o f  future pros- 
pects has a long history.’ Many scholars have felt that individuals systematically 
fr t i l  to evaluate correctly the present value of fu ture  prospects. 

Recently, this venerable idea has received a refurbishing from a distinguished 
modern economist, George Akerlof. He argues that economists should pay 
greater attention to a central principle of modern cognitive psychology, “sa- 
liency.” 

This term refers to the purported tenclcncy o f  individuals to place greater 
cognitive weight on events which strike them as especially “vivid.” But a more 
“salient” event may not necessarily be iiiore important or significant in the 
individual’s longer view; it is merely more striking, or memorable for reasons 
essentially unrelatecl to its “true” signific:tnce. 
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