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6 Alas, those days are gone! Economics has now become a Science. And now one has to explain the
confusion that lurks behind formulae of this kind. Now one has to show that Jevons’ careless mathematical
escapades lead of necessity to the destruction of the theory of value when they are relentlessly pursued to their
ultimate logical conclusion. And one has to record that the modern versions of the theory of value which stem
from this treacherous root simply blot out the modest, but perfectly clear, truth that is contained in the “law of
decreasing marginal utility”’; a truth which earlier writers had considered the pivot of the subjective theory of
value.
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7 1 learned all this in the nursery. ... Later, in the University, I was as pleased as the Bourgeois Gentilhomme
when | heard that the underlying principles of my nursery experience were those of increasing total—and of
decreasing marginal—utility. And | learned to illustrate these sublime principles by queer sorts of diagrams
which were as illuminating as they were innocuous, and which vividly recalled my drawings in childhood.

8 There was, however, ... Little did my teachers know that soon a generation of economists would arise who
seriously maintain that on the one hand there is a species of total utility which can be transformed
monotonically and ordinalised, whereas another species, marginal utility, has to be exorcised at all cost as it
leads straight to the cardinal sin of measurement. ...
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13 The same astonishment might be registered by most in-laws of economic Ph.D.'s. “What?” they will ask,
“to discover that tea and lemon are complements must I accompany any change in their prices or quantities by
a ‘compensating’ change in money income or in some other good or goods? Bless my soul, I'd never have
suspected that. Pray, why?”

Actually, if you eavesdrop on the graduate classroom or peer into intermediate and advanced books on
economic theory, you'll have some difficulty in learning the reason why.
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18 There marched the Emperor in the procession under the beautiful canopy, and everybody in the street and
at the windows said: ‘Goodness! The Emperor's new clothes are the finest he has ever had. What a wonderful
train! What a perfect fit!” No one would let it be thought that he couldn’t see anything, because that would
have meant that he wasn’t fit for his job, or that he was very stupid. Never had the Emperor’s clothes been
such a success.
“But he hasn’t got anything on!” said a little child.

19 1t is indispensable that all those who are busily weaving the new garments of economic theory should lay
aside the fascinating novel tools of their creation, and pause to reflect as to what they are really doing. In fact,
all writers who have been forcing the problems of economics into the straightjacket of preference scales and of
marginal rates of substitution, and in particular those authors who lately seem to receive such scales by
revelation, are herewith solemnly and legitimately suspended from their labour, until they shall have answered
satisfactorily the question: why should anybody be constrained to observe the fancy rule (for which there
appears to be no authority whatever) that only properties of the slopes of indifference curves should be used in
the formulation of the laws of economics?
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The Challenge Facing the Economic Paradigm:
Why is the Analytical Framework of ‘Total Utility
Maximization’ the Emperor’s New Clothes?

—On Bernardelli’s Sigh in 1950

Chung-Cheng Lin21

Abstract

This paper illustrates the reason why Bernardelli criticizes the paradigm of total (ordinal)
utility maximization as the emperor’s new clothes by interpreting Bernardelli (1952)’s five
questions. If Bernardelli’s comments are definitely true and reasonable, it implies that a

correct theory which is based on a correct concept of utility was not developed yet.

Keywords: total utility maximization, ordinal utility, cardinal utility, diminishing marginal
utility, marginal rate of substitution
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