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Objective: The objective of the article is to present the differences in the research approach concerning con-
sumer behaviour from the perspective of neoclassical economics and the Austrian school of economics. 

Research Design & Methods: The article applies the qualitative approach based on comparative analysis of the 
subject literature. While selecting research material, the author considered major works presenting the neoclas-
sical theory of a consumer’s choice as well as those representing the Austrian school, criticizing neoclassical views. 

Findings: The article explains the methodological approaches leading to alternative interpretations of indiffer-
ence in neoclassical economics and the Austrian school. 

Implications & Recommendations: Indifference constitutes the key category that enables readers to under-
stand positions adopted by neoclassical economists and representatives of the Austrian school of economics. 
The conducted analysis implies that different understanding of indifference constitutes the main source of the 
dispute regarding the theories of a consumer’s behaviour in the analyzed concepts. 

Contribution & Value Added: The value added of this article lies in showing the causes of divergence between 
the theory of a consumer’s choice developed in neoclassical economics and its criticism expressed by repre-
sentatives of the Austrian school of economics. 
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INTRODUCTION 

When in the 1940s von Mises presented his opus magnum Human Action: A Treatise on Economics 
(Mises, 1998), economists of the Austrian school were explaining the essence of choice emphasized 
praxeology – a concept deeply rooted in sociology and philosophy. Simultaneously, supporters of 
neoclassical economics used quantitative analysis to build a model explaining microeconomic con-
sumer behaviour, which is currently part of most academic courses on microeconomics. Both the 
Austrians and the neoclassic prefer the microeconomic approach, rooted in the analysis of an indi-
vidual’s rational behaviour. In both cases, the economic agents aim at obtaining an arbitrarily de-
fined goal using the most effective means. Constructing their theories, they rely on the induction 
method. Criticizing neoclassical economists, supporters of the Austrian school of economics point to 
the principle of indifference as the main weakness of the model explaining the behaviour of an indi-
vidual in economic space. They emphasize that indifference contradicts the explanation of an indi-
vidual’s behaviour offered on the grounds of praxeology.  

This article aims to reconstruct the model of a consumer choice from the methodological perspec-
tive. While analyzing the consumer’s choice theory in the paradigm of neoclassical economics, I will try 
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to prove the thesis that the assumption of indifference does not constitute an obstacle in developing 
an adequate model explaining the behaviour of an entity in the economic dimension. Moreover, indif-
ference is not a factor disturbing the decision-making process, as its essence lies only and exclusively 
in determining the choice space, within which an individual makes optimal decisions. 

To accomplish the research goal, I sought answers to the following questions: 

RQ1: How do representatives of neoclassical economics and followers of the Austrian school 
of economics understand indifference? 

RQ2: Does indifference constitute a convincing argument for weakening the cohesion of the neo-
classical theory of rational choice? 

RESEARCH METHODOLOGY 

The article is a theoretical study that can be classified as primary research. I based the analysis of the 
development of the economic theory describing the behaviour of a rational consumer on the qualita-
tive comparative method. Within this analysis, I performed a rational reconstruction of the views of 
representatives of neoclassical economics and the Austrian school of economics. The source materials 
were articles and books, interpreted chronologically. To explain methodological differences between 
supporters of neoclassical economics and representatives of the Austrian school of economics, the 
analytical part devoted to indifference was preceded by the discussion of praxeology and the research 
approach characterizing neoclassical economics. This discussion aimed to demonstrate methodologi-
cal differences determining conclusions on indifference within the presented schools of thought. 

LITERATURE REVIEW 

By adopting the subject criteria, I selected articles and books, which served as the foundation on which 
the neoclassical theory of a consumer’s choice was reconstructed. The theory was criticized by repre-
sentatives of the Austrian school of economics, who postulated the application of praxeology as a 
method explaining the motives behind human activity in economic space. 

The term ‘Austrian school of economics’ refers to representatives of the intellectual movement 
initiated in the late nineteenth century by Menger and subsequently developed by von Wieser and von 
Böhm-Bawerk. The works of von Mises and Rothbard and those of contemporary economists mainly 
associated with the Mises Institute are most crucial to understanding the Austrian critique of the prin-
ciple of indifference. In the context of the discussed issue, it is also worth highlighting the contributions 
of Czech thinkers Čuhel and Engliš (Doležalová, 2018; Bažantová, 2015). Čuhel criticised the cardinal 
utility theory, advocating for the ordinal utility theory, which underpins modern welfare economics as 
Pareto interpreted. Čuhel’s work, published in German in 1907, remains a significant study on utility 
theory and consumer behaviour (Cuhel, [1907]/2017). 

The term ‘neoclassical economics’ used in the text reflects the perspective proposed by Colander 
(2000). He rightly distinguished the neoclassical school, developed from the 1870s to the 1930s, from ne-
oclassical orthodoxy. The presented interpretation of the indifference principle adopts the standard inter-
pretation of the consumer choice theory in contemporary microeconomics textbooks, e.g. Varian (2010). 

The model of a rational consumer is the legacy of marginal revolution, within which such econo-
mists as Menger (1871), Jevons (1871), and Walras (1874), developed the theory of utility, seeking 
relations between subjectively interpreted marginal utility and demand for goods and services. The 
theory of a consumer was largely developed by Marshall (1890). Other economists perfected analytical 
tools allowing them to formalize the utility theory and budget constraint. Meanwhile, Edgeworth 
(1881) presented the indifference curve. Axiomatic justification for the indifference curve proposed by 
him was provided by Johnson (1913). His concept was popularized by Bowley (1924). The analysis of a 
consumer’s choice within budget constraints was presented by Slutsky (1915), and his concept was 
further developed by Hicks and Allen (1934), Schultz (1935), Allen (1936), and Hicks (1939). In the 
1930s, a formalized version of the neoclassical theory of a consumer’s choice was established, still 
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prevailing in microeconomics textbooks (Varian, 2010). After the Second World War, Samuelson (1948) 
proposed the revealed preference theory (Wong, 2006). An in-depth analysis of Slutsky-Hicks theory, 
based on the axiomatic approach, was developed by Debreu (1954; 1959). The history of the theory of 
a consumer’s choice was presented by Moscati (2003). 

Postulating the recognition of praxeology as a method allowing us to explain human activity, von 
Mises criticized the views of neoclassical economists. In 1940, he published the German edition, fol-
lowed by the English edition in 1949, of Human Action (Mises, 1998). In the mid-1950s, Rothbard crit-
icized the principle of indifference, basing his reasoning on methodological postulates of the Austrian 
school of economics (Rothbard, 1956). A detailed analysis of the methodology of the Austrian school 
of economics in the context of praxeology was presented by Nozick (1977). Supporters of the Austrian 
school of economics formulated several polemic arguments against indifference interpreted in the 
spirit of neoclassical economics. The dispute was attended by such scientists as Block (1980; 1999; 
2022), Hoppe (2005), O’Neill (2010), Machaj (2007), and Wysocki (2021). 

Currently, the academic discourse concerning principles of indifference is characterized by the ac-
tive participation of the Austrians, who raise a number of arguments critical of the neoclassical ortho-
doxy. However, neoclassicists hardly notice this criticism. 

RESULTS AND DISCUSSION 

Praxeology of the Austrian School Versus the Research Approach of Neoclassical Economics 

In economics, analyses of indifference are inextricably linked with the theory explaining consumer 
behaviour. From the philosophical point of view, an individual choosing economic space is driven 
by motivation rooted in utilitarianism propagated by Bentham in the times when the British Isles 
witnessed the origin of classical political economics (Stark, 1946). In 1789, Bentham published In-
troduction to the Principles of Morals and Legislation reinforcing the belief that the superior ethical 
imperative is to seek maximization of pleasure and avoid pain. In the first chapter of Introduction 
to the Principles… titled ‘Principle of Utility,’ he writes:  

Nature has placed mankind under the governance of two sovereign masters, pain and pleasure. 
They alone point out what we ought to do and determine what we shall do; the standard of right and 
wrong, and the chain of causes and effects, are both fastened to their throne. They govern us in all we 
do, all we say, all we think; every effort we can make to throw off our subjection to pain and pleasure· 
will only serve to demonstrate and confirm it. (…) The principle of utility recognizes this subjection, 
and makes it the basis of a system that aims to have the edifice of happiness built by the hands of 
reason and of law (Bentham, 1823, p. 6).  

The interpretation of utilitarianism presented by Bentham had a wider than economic context. It con-
tained ethical justification for stimuli determining people’s behaviour in public space, which is currently 
analyzed by social philosophy, sociology, political science, and economics. Moreover, Bentham also con-
solidated the belief shared by most economists that individuals run a benefit and cost account allowing 
them to choose the best available option. In this sense, humans maximize the function of purpose. 

The analysis of the motives for human behaviour constitutes a central point in contemporary mi-
croeconomics, but also in other social sciences. The term praxeology and the research field it deals 
with is owed to the disciple of Comte and Spencer – sociologist Alfred Espinas, who in 1890 published 
an article titled Les origines de la technologie (Espinas, 1890). In the same year, on the other side of 
the English Channel, an economist from Cambridge, A. Marshall published Principles of Economics. His 
book directed the development of neoclassical economics and set methodological standards for con-
temporary microeconomics. Concerning the subject of economics, A. Marshall’s views reveal some 
similarities to those of praxeology supporters. Both the former and the latter were inclined to expand 
the area of economic analysis to include issues that go beyond the maximization of wealth and pros-
perity. The economist from Cambridge identified economics as not only the science of wealth, which 
in the British tradition was the legacy of A. Smith. Marshall believed that it covers a wide spectrum of 
human behaviour (Marshall, 1890). 
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For representatives of the Austrian school of economics, supporters of individualism and free-market 
economy, the superior value is to ensure wide autonomy for an individual, thus allowing them to accom-
plish their arbitrarily determined goals. The method of their accomplishment was determined by imper-
atives formulated on the grounds of praxeology. The use of praxeology as a research approach in eco-
nomics was introduced by von Mises.1 The term praxeology originates from praxis – a Greek Word de-
noting an intentional action. Mises and his followers considered praxeology as a method allowing to pro-
vide a reality-adequate explanation of human behaviour determined by both rational and irrational fac-
tors. In this way, a holistic concept of human behaviour was presented. In the political sphere, Mises’s 
theory constituted an alternative to the historical materialism of the Marxist style in the 1930s. 

Therefore, it seems that the similarities between neoclassical economics and the Austrian school 
of economics should lead to the convergence of those ways of thinking. In practice, it looks quite dif-
ferent. The Austrian school of economics is a separate entity remaining in the orbit of heterodox 
schools. This is even though both the Austrian school, the neoclassical school, and also the mathemat-
ical (Lausanne) school appeared due to the Marginal Revolution in the 1870s. The views represented 
by the Austrians are not widely presented in most contemporary textbooks on microeconomics and 
macroeconomics.2 What could have then determined the polarization of the views of neoclassical eco-
nomics rooted in Marshall’s tradition and the views of the Austrian school supporters?  

The differences between these two schools of economic thought refer mostly to methodological 
aspects behind which there are specific epistemological premises. Before becoming an economist, 
Marshall was a mathematics lecturer in Cambridge. He promoted the formal presentation of economic 
issues, presenting his views in the form of graphs and formulas, as did Walras and supporters of the 
mathematical school. The economic narration changed. The relations between economic variables 
were perceived differently (Vazquez, 1995). The cause-and-effect analysis dominating the Austrian 
economists group was replaced by neoclassicists with mathematical functions.3 The formalization of 
the discourse allowed to construct more and more complex models which, over time, were filled with 
data. The apriorism stressed by Menger yielded to empiricism which, according to the postulates of 
the German Historical School and then American Institutionalism, emphasized observation and gath-
ering facts that could make a foundation for theoretical generalizations.  

To explain the reasons that distinguish the neoclassical economics and the Austrian school of eco-
nomics research approach, we need to analyze their attitude towards naturalism.4 Neoclassicists fol-
lowed natural science much more than the Austrians, trying to discover the laws determining social 
behaviour analogically to those formulated in natural science. Physics, with its deeply rooted Newto-
nian idea of equilibrium, became an economic model (Redman, 1993). Descriptions of how markets 
operate are full of physics jargon. Markets automatically aim at achieving the equilibrium state and 
remain in it as long as the supply and demand forces balance each other. von Mises and his supporters 
questioned this physical interpretation of the market mechanism. They rejected the formalization of 
economics and placed special emphasis on the deduction method and the description of the economy 
in natural language. Mises was also sceptical of econometrics – the science that was growing in signif-
icance in the first half of the twentieth century. 

The evolution of the research approach in economics that took place in the 1930s accounted for 
the fact that economists used the language of mathematics more frequently. The best example illus-
trating this process was the interpretation of Keynes’ book The General Theory of Employment, Inter-

                                                                 
1 Apart from the economic interpretation of praxeology, a key role in developing this method was played by Polish philoso-
pher Kotarbiński, who established Centre of Praxeology. Since 1962 ‘Materiały Prakseologiczne’ [Praxeology Text] journal has 
been published (after 4 years it changed its title to ‘Praxeologia’ [Praxeology]. 
2 Snowdon and Vane: Modern Macroeconomic (2005) is one of few textbooks which, in addition to traditional presentation 
of macroeconomics in neoclassical economics and Keynesian economics, also includes the presentation of the Austrian school 
views. See chapter 9 The Austrian school. 
3 Marshall placed mathematical formulas and graphs in notes to Principles of economics rather than in the main text. Cur-
rently, especially in advanced papers on economics the formal approach dominates. The notes usually include interpretation 
of the formal presentation. The way mathematics found its way to economics was aptly presented by Weintraub in his work: 
How Economics Became a Mathematical Science (2002). 
4 The term naturalism is used in this article in line with the interpretation presented in (Beed & Beed, 2000). 
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est and Money (1936), by Hicks, conducted in his article: Mr. Keynes and the ‘Classics;’ a suggested 
interpretation (1937). The narration of Keynes’ book was based on verbal description that left a large 
area for interpretation both for supporters and opponents of Keynes’ ideas. With his impressive ana-
lytical skills, Hicks needed only 12 pages to provide a brilliant interpretation of Keynes’ views, pre-
senting them in the form of an IS-LM model, which still remains the may form of presenting the es-
sence of Keynesian economics. Using mathematical formulas and graphs presenting relations be-
tween economic variables, he made the scientific discourse more precise. Since then, economists 
have frequently resigned from the language of social philosophy and replaced it with mathematics. 
The formalization of economics only aimed at making the message more unambiguous. In the 1930s, 
empirical research based on statistics and econometrics gained popularity in an attempt to under-
stand economic processes and to be able to shape them. The economic challenges of the 1930s ne-
cessitated the use of quantitative analysis tools. This especially concerned the Great Depression of 
1929-1933 and related issues of economic situation and unemployment fluctuations. It was also then 
that economic data was collected on an unprecedented scale and national accounts were established, 
which was manifested in the popularity of the GDP ratio. 

Along with the collection of economic data, on 29 December 1930, quantity-oriented econo-
mists established the Econometric Society in the USA and appointed I. Fisher to be its first presi-
dent.5 The development of the research conducted by members of the Econometric Society led to 
quick growth in interest in quantitatively oriented empirical research using econometrics. The crit-
ical attitude to econometrics presented by Mises (Mises, 1977) and to more broadly interpreted 
quantitative analyses accounted for the fact that the Austrian school, albeit strongly oriented to-
wards market solutions and methodological individualism started to drift away from neoclassical 
economics and moved to economic heterodoxy grounds. 

Mises’ scepticism concerning econometrics also stemmed from the argumentation formulated in 
the dispute on the possibility of running a rational economic account in a centrally-planned economy. 
This dispute was the core issue in the socialism versus capitalism debate. It was initiated by Mises’ 
article Die Wirtschaftsrechnung im sozialistischen Gemeinwesen (1920). He accused supporters of the 
socialist centrally-planned economy that by eliminating the market mechanism, in fact, they elimi-
nated the mechanism generating prices understood as parameters allowing rational allocation of re-
sources. Replying to Mises’ accusations, Lange formulated the model of quasi-market socialism (Lange, 
1936; 1937). According to this model, the central planner used quantitative analysis methods to bal-
ance demand-supply transactions so as to establish equilibrium quantities and equilibrium prices in 
the whole economy. Lange is renowned as one of the pioneers of econometrics. He believed that the 
quantitative analysis tools would enable us to solve the practical problem related to the allocation of 
resources. Mises’ disciple, von Hayek indicated that the logical cohesion of the model presented by 
Lange does not determine the feasibility of such a solution (Boettke, 2020).  

Pointing at the limitations of knowledge, the Austrians claimed that in practice Lange’s solution 
would not ensure the accomplishment of the set goal, namely the optimum allocation of resources in 
a socialist economy. The socialism versus capitalism debate was one of the most important debates in 
the history of Western Europe. To a large extent, it explained the cause of the collapse of the socialist 
states that started in 1989. The debate was also the only debate in the twentieth-century history of 
economics in which the precision of economic argumentation supported by quantitative analysis 
methods yielded to the philosophical argumentation referring to broadly understood freedom and ra-
tionality of individuals, on which the market economy system is based. 

The Essence of the Principle of Indifference 

When in the 1970s Nozick published On Austrian Methodology, in the third part titled Preference, 
Choice and Action (Nozick, 1977, pp. 369-378), he presented the interpretation of human behaviour, 
referring to the axiomatic presentation of consumer rationality. He pointed at the axiomatic nature of 

                                                                 
5 The history and significance of the Econometric Society was presented in On the Founding of the Econometric Society 
(Bjerkholt, 2017). 
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weak preference and strong preference (weak axiom of preference and strong axiom of preference), 
which constitutes the foundation of the theory of consumer behaviour. We can see strong preference 
when a consumer who can choose two goods: A and B, clearly chooses, for example, good A over good 
Weak preference is when in the consumer’s opinion good A is at least as good or even better than 
good B. This is due to the fact that in weak preference we can observe the appearance of indifference 
(Nozick, 1977, p. 370). Nozick’s argumentation started a discussion among supporters of the Austrian 
school, and arguments in it drew from praxeology. 

The Austrians were critical of the principle of indifference, pointing at Rothbard’s dictum, in 
which he claimed. 

Indifference can never be demonstrated by action. Quite the contrary. Every action necessarily 
signifies a choice, and every choice signifies a definite preference. Action specifically implies the con-
trary of indifference. The indifference concept is a particularly unfortunate example of the psycholo-
gizing error. Indifference classes are assumed to exist somewhere underlying and apart from action. 
This assumption is particularly exhibited in those discussions that try to ‘map’ indifference curves em-
pirically by the use of elaborate questionnaires (Rothbard, 1956, p. 14). 

Rothbard developed his critical argumentation in the context of prosperity, basing it on neoclassi-
cal economics. Can we therefore consider the statement that ‘Indifference can never be demonstrated 
by action’ as justified? And is it really an ‘unfortunate example of the psychologizing error?’ 

Answering the above questions we must observe that neoclassicists did not interpret indiffer-
ence in psychological criteria but in logical ones. It is an integral part of the presentation of the 
transitivity axiom, according to which if we prefer A over B, and B over C, then, based on the tran-
sitivity axiom, we should prefer A over C. Analogically, if we are indifferent to the choice between 
A and B, just as we are indifferent to the choice between B and C, the same indifference should be 
seen in our choice between A and C. 

Referring to praxeology, Rothbard negated indifference, claiming that if a consumer is indifferent 
to the choice between, for example, A and B, there are no stimuli pushing him or her to perform a 
particular action.6 However, are consumer preferences a sufficient premise for economic choice? Con-
sumer preferences are a necessary condition, but insufficient for a rational consumer to make optimal 
choices on the grounds of economics. We need something more to see the difference between eco-
nomic choices and choices made in any other sphere of human life. Economic choice consists of the 
fact that when we satisfy our preferences, we also do so in the context of some limitation (usually – 
the income-price limitation). Not every choice we make is an economic one. For example, when making 
ethical decisions we do not necessarily have to take into account the costs of our decision. We can 
simply adopt a moral imperative and consider it as superior. Similarly, in psychology we can examine 
particular decisions, justifying them with something else than just the benefit and cost account.  

Economic goods are goods of instrumental nature. They are used to accomplish other goals. In the 
case of non-economic choices, for example, ethical choices, we often pursue autotelic values, not tak-
ing into account costs, or, to be more precise, their adequacy concerning the values preferred by us. 
Undoubtedly, praxeology allows us to understand the motives determining an individual’s behaviour 
in the decision process. However, if we pass over the costs of such decisions – which is the essence of 
economic analysis, we may have doubts about whether such a description is an adequate description 
of behaviour in economic space. Or maybe it blurs the border between behaviour analyzed on the 
grounds of economics and behaviour considered from the perspective of other social sciences.  

Contrary to the Austrian school, neoclassical economics uses indifference only to provide a descrip-
tion of a formal structure of preferences of a rational consumer and to determine indifference curves. 
The concept of indifference curves was first introduced by Edgeworth (1881, p. 28). However, he did 
not present any deeper justification in the form of axioms determining the shape of such curves. The 
axioms of rational behaviour were proposed in an article titled The Pure Theory of Utility Curves (John-

                                                                 
6 Literature devoted to the Austrian school sometimes considers the indifference along with the principle of homogeneity. As 
rightly observed by O’Neill, goods may not be homogeneous, but they may be perceived as those that provide the same level 
of satisfaction. Therefore the choice between them may be indifferent to the consumer (O’Neill, 2010). 
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son, 1913) and constitute the foundations of the contemporary axiom system allowing indifference 
curve modelling.7 The system of indifference curves composes the so-called indifferent map, which, as 
any other map, does not determine our choices – our destination. It only shows potential options we 
can choose from. It constitutes a space of freedom, within which individuals make decisions aimed at 
providing them with maximum satisfaction. 

Apart from indifference curves, another integral part of the neoclassical model of consumer be-
haviour is budget constraint, which demonstrates which of the preferred commodity bundles can be 
purchased by a consumer, as well as the optimization rule, known as Gossen’s second law. According 
to this rule, a consumer optimizes the structure of consumption, equaling relations of marginal util-
ities with the price for all purchased goods.8 Therefore, the economic choice of a particular com-
modity is determined not only by our preferences, but also by which potential commodity bundles 
we can obtain within the existing budget constraint, and what relation to price the commodity bun-
dle we intend to buy has. In other words, the statement that for a consumer two commodity bundles 
are equally good even though their compositions differ does not constitute an obstacle in making a 
rational choice. The consumer will pick the commodity bundle which, because of the price they have 
to pay for it, will bring them greater satisfaction. 

The criticism of indifference also contains one more doubt concerning the generalized interpretation 
of the axiom system. There are two approaches, based on different visions of constructing a scientific 
theory, in the discussion on axioms of rational behaviour. The first approach assumes that a scientific 
theory is a result of the deduction method, in which it is vital to adopt particular axioms. Our image of a 
rational consumer was built a priori. This tradition dates back to Edgeworth and Johnson and we can see 
it in contemporary neoclassical theories presented in most textbooks on microeconomics.  

On the other hand, the second tradition is anchored in a conviction that an adequate image of a 
rational consumer can only be built by observing their behaviour first and then analyzing the cohesion 
of their choices. This is known as an empirical approach and a posteriori knowledge. The second ap-
proach was proposed in the 1940s by Samuelson (1948). His theory is known as the theory of revealed 
preferences. Samuelson claimed that what we can observe is not our preferences reflected by the 
indifference curve, but only commodity bundles we acquire/prefer in a situation when we have to pay 
a particular price for each such bundle. The manipulation of the budget constraint line and the obser-
vation of our choices allow us to build a model of a rational consumer. Currently, in the theory of 
revealed preference, we also deal with certain postulates determining the rationality of a consumer. 
These are the Weak Axiom of Revealed Preference (WARP) (Varian, 2010, p. 124) and the Strong Axiom 
of Revealed Preference (SARP) (Varian, 2010, p. 128). 

These two presentations of consumer behaviour differ significantly, as can be seen in Varian’s 
textbook. The former is discussed in chapter 3 titled Preferences (Varian, 2010, pp. 34-53), whereas 
the latter approach is analyzed in chapter 7: Revealed Preference (Varian, 2010, pp. 119-135). Indif-
ference, though understood differently in those two approaches, does not constitute an obstacle to 
building a cohesive model of consumer behaviour. 

CONCLUSIONS 

In the interpretations of indifference proposed by neoclassical economics and the Austrian school of eco-
nomics, the issue concerns whether a consumer can make a rational choice when two goods have the 
same utility. Austrians, pointing to Rothbard’s dictum, criticize the principle of indifference, referring to 
the interpretation of human action based on praxeology. In the case of neoclassical economics, indiffer-
ence is only one of the possible preference arrangements, allowing the construction of an indifference 

                                                                 
7 The following axioms determine the shape of indifference curves: completeness (individuals can compare all the available 
alternatives), reflexivity (any bundle is certainly at least as good as an identical bundle), transitivity (If X is preferred to Y and 
Y is preferred to Z, X is preferred to Z), monotonicity (a rational agent prefers more than less). The Assumption of these axioms 
provides justification for indifference curve reflecting the so-called well-behaved preferences (Varian, 2010, pp. 44-48). 
8 The mathematical presentation of this formula is as follows: ���/�� = ���/�� = ⋯ = ��	/ �	 where: ��� denotes mar-
ginal utility of good X; P� is the price of good X. Analogically we can denote marginal utilities and prices for goods Y and Z. 
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curve (a mathematical image of their preferences). The indifference curve is insufficient for the consumer 
to choose the most preferred commodity bundle. The information about the price of the preferred goods 
is still needed to plan. Only the ratio of marginal utility to price is a stimulus determining a rational human 
choice. Based on neoclassical economics, human action is not interpreted by the postulates of praxeol-
ogy. It is considered in terms of equilibrium taken from the natural science – physics. 

The neoclassical theory of consumer choice is a logically cohesive model rooted in the axiomatic 
system. It is within the transitivity axiom that we can observe indifference which only shows that a 
rational consumer may equally value two commodity bundles even though they differ in the structure 
of the goods composing them. These commodity bundles may have the same level of total utility for 
the consumer. In this approach, the statement that ‘Indifference can never be demonstrated by action’ 
cannot be justified. Indifference curves and indifference maps developed based on axioms do not de-
termine the consumer’s choice. They only represent potential states of the world, which, considering 
particular income and price constraints, can be accomplished. A rational consumer will choose from 
available options the one that allows them to equal the marginal utility of the last of the used goods 
with its price. The theory of revealed preferences proposed by Samuelson modifies and widens the 
above-quoted approach. It lays the foundations for empirical research on consumer behaviour, for 
example, on the grounds of behavioural economics. 

In both cases, the motive behind our action (or decision not to act) is not only consumer prefer-
ences but the relation of what we desire to what we can sacrifice to satisfy our desires. This corre-
sponds with the utilitarian philosophy of Bentham, who claims that when taking a decision we always 
weigh benefits (philosophically – pleasure) and costs (represented by pain). This reasoning is also con-
sistent with Friedman’s economic motto: ‘there’s no such thing as a free lunch.’ 

REFERENCES 

Allen, R.G.D. (1936). Professor Slutsky’s Theory of Consumers’ Choice. Review of Economic Studies, 3(2), 1936, 
120-129. https://doi.org/10.2307/2967502 

Bažantová, I. (2015). Czech Economist Karel Engliš and his Relation to The Austrian School in the First Half of the 
20th Century. Prague Economic Papers, 25(2), 1-13. https://doi.org/10.18267/j.pep.557 

Beed, C., & Beed, C. (2000). The status of economics as a naturalistic social science. Cambridge Journal of Eco-
nomics, 24(4), 417-435. https://doi.org/10.1093/cje/24.4.417 

Bentham, J. (1823). An Introduction to the Principles of Morals and Legislation. London: Printed for W. Pickering and R. 
Wilson. Retrieved from https://www.earlymoderntexts.com/assets/pdfs/bentham1780.pdf on February 20, 2024. 

Bjerkholt, O. (2017). On the Founding of the Econometric Society. Journal of the History of Economic Thought, 
39(2), 175-198. https://doi.org/10.1017/S105383721600002X 

Block, W., & Barnett II, W. (2010). Rejoinder to Hoppe on indifference, once again. Reason Papers, 32, 141-154. 
Retrieved from https://reasonpapers.com/pdf/32/rp_32_9.pdf on February 20, 2024. 

Block, W. (1980). On Robert Nozick’s ‘on Austrian methodology’. An Interdisciplinary Journal of Philosophy, 23(4), 
397-444. https://doi.org/10.1080/00201748008601918 

Block, W. (1999). Austrian theorizing: Recalling the foundations. The Quarterly Journal of Austrian Economics, 
2(4), 21-40. https://doi.org/10.1007/s12113-999-1029-4 

Block, W. (2022). Response to Wysocki on indifference. Philosophical Problems in Science (Zagadnienia Filozoficzne 
w Nauce), 72, 37-62. Retrieved from https://bibliotekanauki.pl/articles/2140682 on February 12, 2024. 

Boettke, P.J. (2020). Mises’s Human Action and Its Place in Science and Intellectual Culture. The Independent 
Review, 24(4), 557-565. Retrieved from https://www.independent.org/pdf/tir/tir_24_4_08_boettke.pdf on 
February 12, 2024. 

Bowley, A.L. (1924). The Mathematical Groundwork of Economics: An Introductory Treatise, London: Clarendon Press. 
Retrieved from https://archive.org/details/bwb_P6-AGM-292/page/n9/mode/2up on February 12, 2024. 

Cuhel, C. (2017). On the Theory of Needs, Foundation for Economic Education. Retrieved from 
https://fee.org/ebooks/on-the-theory-of-needs-by-franz-cuhel/downloads/ on September 18, 2024. 

Debreu, G. (1954). Representation of a Preference Ordering by a Numerical Function. In Thrall, M., Davis, R.C., & 
Coombs, C.H. (Eds.), Decision Processes (pp. 159-165.), New York: John Wiley and Sons.  



Indifference in economics: Between praxeology and the neoclassical presentation of a… | 111

 
Debreu, G. (1959). Theory of Valu. New York: Wiley. 

Doležalová, A. (2018). A History of Czech Economic Thought. Abingdon: Routledge. 
https://doi.org/10.4324/9781315690957 

Edgeworth, F.Y. (1881). Mathematical Psychics. An Essay on the Application of Mathematics to the Moral Sci-
ences. London: C. Kegan Paul & Co. Retrieved from https://archive.org/details/mathemati-
calpsy01goog/page/n8/mode/2up on February 12, 2024. 

Espinas, A. (1890). Les origines de la technologie. Revue Philosophique de la France Et de l’Etranger, 30(3), 113-135. 

Hicks, J.R., & Allen, R.G.D. (1934). A Reconsideration of the Theory of Value. Part I. Economica. New Series, 1(1), 52-76. 
https://doi.org/10.2307/2548574  

Hicks, J.R. (1937). Mr. Keynes and the “Classics”; a suggested interpretation. Econometrica, 5(2), 147-159. 
https://doi.org/10.2307/1907242  

Hicks, J.R. (1939). Value and Capital. Oxford: ClarendonPress.  

Hoppe, H.H. (2005). Must Austrians embrace indifference?. Quarterly Journal of Austrian Economics, 8(4), 87-91. 

Jevons, W.S. (1871). The Theory of Political Economy, London: Macmillan. Retrieved from http://uni-
daddepublicaciones.web.unq.edu.ar/wp-content/uploads/sites/120/2019/09/Jevons_1871_The-Theory-of-
Political-Economy.pdf on February 12, 2024. 

Johnson, W.E. (1913). The Pure Theory of Utility Curves. The Economic Journal, 23(92), 483-513. 
https://doi.org/10.2307/2221661 

Keynes, J.M. (1936). The General Theory of Employment, Interest and Money. London: Macmillan.  

Lange, O. (1936). On the Economic Theory of Socialism. Part One. The Review of Economic Studies, 1, 53-71. 
https://doi.org/10.2307/2967660 

Lange, O. (1937). On the Economic Theory of Socialism. Part Two.The Review of Economic Studies, 2, 123-142. 
https://doi.org/10.2307/2967609  

Machaj, M. (2007). A praxeological case for homogeneity and indifference. New Perspectives on Political Econ-
omy, 3(2), 231-238. https://doi.org/10.62374/b94z8y61 

Marshall, A. (1890). Principles of economics. London: Macmillan and Co. 

Menger, C. (1871). Grundsätze der Volkswirthschaftslehre. Wien: Wilhelm Braumüller. 
Mises von, L. (1920). Die Wirtschaftsrechnung im sozialistischen Gemeinwesen. Archiv für Sozialwissenschaft und Sozi-

alpolitik, 47, 86-121. Retrieved from http://davidmhart.com/liberty/GermanClassicalLiberals/Mises/1920-Eco-
nomicCalculation/Mises-Wirtschaftsrechnung-facsimile1920.pdf on February 22, 2024. 

Mises von, L. (1977). Comment on the Mathematical Treatment of Economic Problem. Journal of Libertarian 
Studies, 1(2), 97-100. Retrieved from https://cdn.mises.org/1_2_2_0.pdf on February 15, 2024. 

Mises von, L. (1998). Human Action. A Treatise on Economics, Auburn: Ludwig von Mises Institute. Retrieved from 
https://cdn.mises.org/Human%20Action_3.pdf on February 15, 2024.  

Moscati, I. (2003). History of Neoclassical Consumer Theory: A Neo-Kantian Epistemological Perspective. La 
matematica nella storia dellíeconomia. Primo Workshop, Torino 16-17 ottobre. 

Nozick, R. (1977). On Austrian Methodology. Synthese, 36(3), 353-392. https://doi.org/10.1007/bf00486025 

O’Neill, B. (2010). Choice and Indifference: A Critique of the Strict Preference Approach. The Quarterly Journal of 
Austrian Economics, 13(1), 71-98. Retrieved from https://cdn.mises.org/qjae13_1_4.pdf on February 15, 2024. 

Redman, D.A. (1993). Adam Smith and Isaac Newton. Scottish Journal of Political Economy, 40(2), 210-230. 
https://doi.org/10.1111/j.1467-9485.1993.tb00651.x 

Rothbard, M. (1956). Toward a Reconstruction of Utility and Welfare Economics. Retrieved from 
https://cdn.mises.org/Toward%20a%20Reconstruction%20of%20Utility%20and%20Welfare%20Econom-
ics_3.pdf tility and Welfare Economics (mises.org) on February 15, 2024. 

Samuelson, P.A. (1948). Consumption Theory in Terms of Revealed Preference. Economica. NewSeries, 15(60), 
243-253. https://doi.org/10.2307/2549561  

Schultz, H. (1935). Interrelations of Demand, Price, and Income. Journal of Political Economy, 43, 433-433. 
https://doi.org/10.1086/254812 

Slutsky, E. (1915). Sulla teoria del bilancio del consumatore. Giornale degli Economisti e Rivista di Statistica, 51(1), 1-26. 



112 | Wojciech Giza

 
Snowdon, B., & Vane, H.R. (2005). Modern Macroeconomics. Its Origins, Development and Current State. Chel-

tenham, Northampton: Edward Elgar. 

Stark, W. (1946). Jeremy Bentham as an Economist. The Economic Journal, 56(224), 583-608. 
https://doi.org/10.2307/2225988 

Varian, H.R. (2010). Intermediate Microeconomics. A Modern Approach. New York, London: W.W. Norton & Company. 

Vazquez, A. (1995). Marshall and the Mathematization of Economics. Journal of the History of Economic Thought, 
17(2), 247-265. https://doi.org/10.1017/S1053837200002625 

Walras, L.E. (1874). Éléments d’Économie Politique Pure, ou Théorie de la richesse sociale, Lausanne: 
Corbaz & C. Retrieved from http://unidaddepublicaciones.web.unq.edu.ar/wp-content/up-
loads/sites/120/2019/09/Walras_1874_Elements-deconomie-politique-pure.pdf on February 17, 2024. 

Weintraub, E.R. (2002). How Economics Became a Mathematical Science, Durham and London: Duke University 
Press. https://doi.org/10.1215/9780822383802  

Wong, S. (2006). The Foundations of Paul Samuelson’s Revealed Preference Theory. A study by the method of 
rational reconstruction, London and New York: Routledge. Retrieved from http://www.li-
brary.fa.ru/files/Wong.pdf on February 17, 2024. 

Wysocki, I. (2021). The problem of indifference and homogeneity in Austrian economics: Nozick’s challenge re-
visited. Philosophical Problems in Science (Zagadnienia Filozoficzne w Nauce), 71, 9-44. Retrieved from 
https://zfn.edu.pl/index.php/zfn/article/view/554 on February 14, 2024. 

 
 
 

Author 

 

Wojciech Giza 

Associate Professor at the Krakow University of Economics (Poland). Habilitation in economics (2014), PhD in 
economics (2003). His research interests include microeconomics (mainly neoclassical economics), the history 
of economic thought and the methodology of economics. 
Correspondence to: Dr hab. Wojciech Giza, Prof. UEK, Department of Microeconomics, Krakow University of 
Economics, Rakowicka 27, 31-510 Kraków, Poland, e-mail: gizaw@uek.krakow.pl 

ORCID  https://orcid.org/0000-0002-6773-1372 
 

Acknowledgements and Financial Disclosure 

 
I would like to thank the anonymous referees for their valuable comments, which increased the value of this 
article. The article presents the result of the Project no 022/EEK/2023/POT financed from the subsidy granted 
to the Krakow University of Economics’. 
 

Conflict of Interest 

 
The author declares that the research was conducted in the absence of any commercial or financial relation-
ships that could be construed as a potential conflict of interest. 

 

Copyright and License 

 

 

This article is published under the terms of  
the Creative Commons Attribution (CC BY 4.0) License 

http://creativecommons.org/licenses/by/4.0/ 
 

Published by Krakow University of Economics – Krakow, Poland 
 
 


