Detailed response to Reviewer 1

| thank the reviewer for her/his extensive commestgygestions, and hints. | have attempted to
meet all the points raised, although lack of sgeeprevented discussion of all the details.

Reviewer’s writing is in small letters.

| found this paper fascinating to read, as thetlkendthe comments below
indicates. What the comments suggest, howeveratin some respects
Scitovsky's view is (or points towards) a much mradically different kind of
economics from behavioural economics than is beuupested at present, and
yet at times there are also some missed areagrofisance where the two
approaches might usefully be brought together @afgin relation to Prospect
Theory, which is oddly missing despite it being véhthe material in Kahneman
2011 on slow thinking gradually leads).

| thank the referee for her/his words of appreoiatin revising the paper | have made it clearat th
Scitovsky and behavioural economics take diffeggspectives, as emerges from my discussion
below. | have also shown how the two approacheshimig brought together by referring to
Prospect Theory.

p. 3 (and p. 5 in relation to ‘very strong’ uncertg): In the middle of the page
the focus as regards novelty rapidly become Sditgssoncern of uncertainty
about capacity to deal with novel options. Thisd&al with’ aspect needs to be
differentiate more clearly from the traditional wi®f ambiguity in terms of it

not being clear what the outcomes associated witioace might be. Scitovsky’s
focus is one often ignored (though we might ses itather similar to Stigler and
Becker’s experience-based view of choice) butiiealy a focus on a subset of
uncertainties associated with a choice.

Now Scitovsky's focus on uncertainty has been betiistinguished from the other types of
uncertainty both in the Introduction, which is magcinct on this aspect, and, more extensively,
in section 3.1.

An important issue related to this is whether Sky’s view of ambiguity is
really more in Shackle’s way of thinking (...) The deal with’ aspect of his
thinking seems to me to make most sense in thek&h&amework (...)

Now Shackle has been usefully referred to in fotee@ and 9.
‘the experience to acquire’ should probably be fthéential opportunity to acquire’

Now this has been corrected.

p. 5 I think the discussion here would benefit freome examples of what
Scitovsky means by consumption skill (...)

Now the examples are given as suggested (p.5).

Note also that the novelty needs only
to apply to the individual's experience. It need be a new kind of situation for
the economy as a whole.

Now this clarification has been introduced at pp.4-

p. 6 (...) At the top: pleasure is mentioned forfirg time here. | think



it needs to be made clearer how Scitovsky saw pteass differing from
comfort, for this difference is important to hisadysis (despite the term not
appearing on many subsequent pages in this pajpseems to involve
temporarily ‘living dangerously’ in some sense bkihg on a level of novelty in
excess of the arousal level that is optimal for faytmin the hope of surviving
the experience whether physically or merely in ®ohone’s sense of self.
Perhaps the second line might be reworked to engehsat pursuit of
pleasure seems more about testing one’s view ¢§ @apacities rather than an
investment in augmenting them. If the argumentésgented along those lines, it
opens up scope for aligning Scitovsky’s perspeatiith the reference point
aspect of Prospect Theory and the emphasis thdassmaversion.

Now the term ‘pleasure’ has been neatly introduateg.5, then qualified in the sense of ‘testing
capacities’, and connected to the optimality ahsiation at p.6. Footnote 2 is devoted to Berlyne’s
theory of arousal. The link between pleasure amndnfi dangerously’ appears at pp. 20-21.
Prospect Theory has been briefly addressed at, 43, &nd 17.

Further down this page it might be noted that,nfiarketing purposes, there

may be a problem with trying to offer products the¢ portrayed as challenging
and risky in any sense, rather than offering présitiaat make life safer. The
point that Scitovsky is making in The Joyless Eguogas not, it seems to me, that
there is a lack of opportunities to experience itgybut that US consumers

were choosing comfort rather than pleasure, wheEeaspean traditions
favoured being more adventurous choices.

The fact that producers also offer opportunitiegxperience novelty is briefly considered at p. 7.
However, | am reluctant to introduce Scitovsky'sgmral distinction between US consumers and
European consumers, because it was scaled downniselh in the second edition of the book
(1992: vi).

Near the bottom of page 7, the way that behaviceeahomics is being
characterized is implicitly rather in terms of @apact of mainstream economics
where the latter is, in Lakatos’s terms, a ‘degatieg research programme’ — a
mass of ad hoc assumptive changes are made tavile@mpirical anomalies
(rather than beginning with a new framework). A atdsian perspective would
help mainstream readers make sense of the vemyrbait this page (regarding
Scitovsky’s departure from a focus on a ‘given optset’), for Scitovsky seems to
be working with a different *hard core’ view (orteat looks much more like that
of Shackle or evolutionary economists).

| am sympathetic with these considerations, bse@ms to me that lack of space prevents adequate
discussion of such demanding methodological issAssmentioned, footnotes 3 on Shackle has
been introduced.

Top page 8: Kahneman's reference dependence vi@earoéption is very similar
to what Hayek proposed in 1952 in The Sensory Qtuldérof course Kahneman
doesn't refer to Hayek.

Exactly. Kahneman does not mention Hayek evensmdgent book.

Last paragraph on page 9 is very interesting:riéd®lent of the interchanges
between Sidney Winter (Yale Economic Essays 196E {®71) and Richard Day
(QJE 1967) (...) | can’'t remember if Winter’s frequenauthor Richard

Nelson has talked about Scitovsky in his recenepapn evolutionary consumer
theory, but it would be worth checking these out.



Nelson and Winter's most famous book on the Evohary Theory, unfortunately, does not
mention Scitovsky.

Bottom of page 10: here is one possible place wieraeference point’ aspect
of Prospect Theory might be brought in, as indigatiow Kahneman sees wellbeing.

Also at this point Prospect Theory has now beengdrbin (now p.12).

Also in relation to the two-systems view, | wondérether it might be argued
that, if people are to be bold, they need to hasang system 1 driving force,
for too much system 2 thinking may deter ‘takinglange’ into unfamiliar
territory — those who jump into exciting situaticar® probably doing so on a
system 1 basis, categorizing them as the kindtedsons they can survive
based on superficial examinations of their sintikesi with things that have been
tried previously.

| have attempted to capture this point in the cdsendeveloped system 1’ (p.13).

This might be augmented by noting what Kahnemaa 120
says about the driving force of entrepreneurship@timism bias.

This has now been mentioned at p.12.

Page 12: the footnote here prompts me to consitiether the lotteries-focused
experimental work of modern behavioural economégdly is an appropriate
venue for making any sense of Scitovsky’s thinking).

Now the difference between Scitovsky and the Igt@pproach has been shown more clearly
(p-14).

P. 13 the arguments of Pope discussed here seeimeemsidering in contrast
to Shackle’s view: he suggests a shortening opéred between choice and
outcome may diminish satisfaction because is resitfeeamount of enjoyment
by anticipation (though with fear present, a shwetkinterval would be
preferred since it limits the time spent worryingppe’s point about knowing
one’s date of death might simply reflect the faettf so long as that day is
uncertain, one can engage in denial, so it wouldise to reflect on her findings
via cognitive dissonance theory.

| have distinguished Pope’s ‘enjoyment by antidggoatat p.15. | could further discuss this issue as
well, but | fear that the paper would become tawlo

| suggest caution in tying Scitovsky really clostyPope and Selten. The
material on Pope and Selten seems to be gettimgltkd from the notion of
pleasure in a way that | think it important for theper to bring out: The way
these authors are thinking seems oblivious of titen of ‘flow’ that seems key
to understanding the nature of pleasure. If waeally getting pleasure out of
an activity, we tend to be completely engrosseitiand largely oblivious of the
passing of time; our attention is not tending toder on to other things we
might be doing. It might be noted that the ‘floview is very hard to fit into a
standard economics framework since it is denyirgpary monitoring of
opportunity costs, but | think that it is very muahere Scitovsky’s view leads

(...).

Now the link between Pope & Selten and Scitovskglearer. In order to clarify Scitovsky’s notion
of ‘pleasure’ better, Csikszentmihalyi’'s conceptflwiw’ has been referred to in footnote 4.



Bottom of page 15 it is good to see the link to Bedeing mentions: as my p. 3
comment may indicate, that link might usefully lrawdn far earlier in the paper.

Now the reference to Becker has been anticipatpd&and p. 6.

This subsection on preference change misses trertopjiy to note that within
Prospect Theory (on which the paper seems oddigtyiKahneman isn't really
seeing preferences as given: everything seemspeendeon the path the
consumer has taken, for the value function is glwetnts reference point moves
with choice. In his 2011 book this critique of sdand thinking, implied by
Prospect Theory is well made in a chapter towardsnd.

Now Prospect Theory has been taken up also irSdasion (p. 17).

p. 18 Regarding boredom, one might usefully reftecthe possibility of it
arising due to failure to develop (or to be allowedievelop) the kind of
imaginative capacity that Shackle’s later work eagihed. Consider how
children at play can be amazingly imaginative iratviey can do with very
limited physical materials, and yet by teenage ytiaey can be bored despite
material abundance at home because there is ‘mpthido’. Is the problem one
of parental pressures or social pressures impeaxliag the retention of that
imaginative capacity they displayed as young childtet alone its development.

Now section 3.3 has been thoroughly revised anddieeof boredom should be clearer. Investment
in early education has also been mentioned.



