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the 50 calleqd ‘SSB Theory’ which Accamodate hoth of these violations. The main
problem with the new theory jg that it Jackg the ysefy; notion of measures of rigk
aversion,

the Paradoxes in the theory of soeial choice. He Summarizes the literature arguing that
‘as long ag the decision Procedures ape based only an the atifity information of the




BESPRECHUNGEN — COMPTES RENDUS — REVIEWS

Ron {chapter 6) discusses the so called demand revealing mechanism literature in
connection with public goods. He discusses the classical ‘CLARK-GROVE type mecha-
nisms as well as more modern versions. The next chapter by CHANDER studies
mechanisms which produce PareTo optimal and individually rational allocations
with public goods. This type of mechanism is commonly known as the MDP (after
MavLmnvaup, Dreze and DE LA VALLEE Poussin process. He shows that the MDP
process is informationally the maximally efficient mechanism among a certain class of
resource allocation mechanisms. This is the only paper in the book which does not
provide a review of the literature.

CHaTTeRI (chapter ) brings in the impact of the theory of bargaining (from the
game theory) in microeconomics. He illustrates the limitations of the two agent
bargaining model with nonstrategic behavior under complete information.

SILVESTRE {chapter 9} introduces the reader to fix-price microeconomics, Curi-
ously, the main idea of trading outside of an equilibrium, the hallmark of fix-price
models, have not gained much popularity in the United States. But these models are
enormously popular among European economists. The ad-hoc models of MaLINVAUD
and HAHN have recently been replaced by models with mare sophisticated justifica-
tions of out-of-the-equilibrium trading in the form of external asymmetric shocks to
the market.

The final three chapters shift the gear and discuss the institutionalist view of
microeconomic theory. Fckes (chapter 10) discusses the effects of incentives in dif-
ferent economic environments. He shows how the study of incentives have enhanced
our understanding of economic systems. Mirowski {chapter 11) discusses institutions
as a solution concept in a game theoretic context. He shows the critique of neaciassical
economics by earlier institutionalists like VesLEN, ComMons, and MITCHELL are
similar to those of recent game theorists like SHUBIK and SCHOTTER. More specifically,
he argues that both the classical and modern critique tend to view institutions as
informational devices that supplement the informational content of economic systems
when competitive prices do not carry sufficient information to totally decentralized
economic activities. HENNING (chapter 13) briefly traces the history of microeco-
nomics.

Notable topics in microeconomics not discussed in the book are (a} rational
expectations models (RADNER-JORDAN); (b} signalling models (SPENCE); (¢) asym-
metricinformation-transactions cost model {ROTHSCHILD-STIGLITZ-WILSON). A reader
familiar with mathematical economics will find the Handbook of Mathematical Eco-
nomics (edited by K. ARgow and M, INTRILLIGATOR, 3 volumes) to contain more in
depth discussion on most of the topics discussed in this boak. The main novelty of this
volume Hes in its emphasis on institutional economics. This book wiil be useful to
theoretical researchers who are mathematically well equipped but not familiar with
the iiterature discussed in this book.
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