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Abstract. The objective of this paper is to introduce the Causal Theory of Action 
(CTA) based utility and consumer surplus, and compare it to the standard utility 
and consumer surplus that is based on Tversky's normative theory of choice. In 
addition to utility and consumer surplus, price level setting 
is also altered based on the (CTA). (CTA) based pricing is introduced. 
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1. Introduction 

 
The objective of this paper is to analyze two important topics in 

economics, utility and consumer surplus from the point of view of the Causal 
Theory of Action (CTA). 

Utility and consumer surplus are obtained from a demand curve. A 
demand curve shows the relationship between price and quantity consumed by 
an economic agent (consumer). To expand this statement, let us use Marshalls', 
[1] definition of utility. 

A consumer earning a fixed income must choose among a number of 
goods each with a predetermined price. Consumer derives utility by purchasing 
quantities of good that maximizes his utility. In this statement Marshall 
assumes that consumer is a rational person, and remains rational. Therefore, 
for a consumer who follows rationality as motivation, is always aiming at 
maximizing his utility. The principal of marginal utility is defined as, utility is 
maximized when change in utility with respect to the consumption of one extra 
unit of a good can not be increased. Based on this argument a relationship 
between price and quantity can be derived as is shown in Figure 1. Utility in 
Figure 1 is the area (0p*a*q*), given the unit price (p*) of a good, and the 
quantity consumed (q*). It is assumed that at this level of utility, consumer 
surplus is the area (p*pmaxa*). Let's look at the demand curve from a different 
point of view. 
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