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The Writings of Leonard Jimmie Savage ——
A Mewmorial Selection, The American Statisti-
cal Association and The Institute of Mathe-
matical Statistics,1981,
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Savage,Leonard Jimmie, “Bayesian Statis-
tics”, Recent Developments in Information
and Decision Processes, based on the Proceed-
ings of the Third Symposium on Information
and Decision Processes, Purdue University,
1961, edited by Machol,R.E., and P.Gray,
Macmillan and Co., 161-194[416-449], New
York, 1962,
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Savage,Leonérd Jimmie, The Foundations of
Statistics, John Wiley & Sons,New York, 1954,
({B L, Second Revised Edition 7® Dover & Y
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In those later chapters, it is recognized that
the theory developed in the earlier ones is too
highly idealized for immediate application.
Some compromises have to be made, and

the appropriate ones are sought in an analy-

sis of some of the inventions and ideas of
the British-American School.
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Personal probability is a certain kind of
numerical measure of the opinions of some-
body about something.
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Thus, the personal probability of an event for
you is the price you would pay in return for a
unit payment to you in case the event actu-
ally obtains; in other words, a probability is
the price you would pay for a particular
~ contingency.
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There is a little flaw in this definition of
personal probability. It collides with the facts
of life about large sums of money, that is,
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with utility phenomena.
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Of course, personal probabilities can be, and
often are expressed in terms of odds. But I
thought it advantageous to put it in terms of
a price. For some critics feel that personal
probabilities are nonsense, mysterious, and

unreal, and I hope thus to bring out that they
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are exactly as nonsensical, mysterious, and
unreal as the price that you would now pay
for a steak or a trip to Chicago. They are, in
fact, prices for a kind of thing that we do buy
and sell every day, both overtly in the market
and implicitly in our behavior.
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DB WD LB CE A5, HENT T
Ky LRBOERE R > Tw3 T2DER, &,
PSX74 V7R, THHELTLE D HEA
E, BhIEHEBNCID DBV TLL
2T THE, EWIDW, TITOY T Y
KOEWHBDOTHL, LLEKED "HRED
H & O % £\ 12 8 VW TR I (mplicitly)
HEENTWS ) twIBLEHLIEZ L > TRE
ShTwad ko, "ZofEER &, @I
HIZTHBIC BT, overtly in the market; B
BlaNTW3 LR S LT 55T 2 1
1 &% (RO MR 2R/ D L 4hiz) 2z 2 MilE,
DEY, HLETH @WEROFIEZ) —A—ADF
g b—AN(obiz A) N e LTI R
bonEksnwikTo, 20 TalUrikE
W exts 2 MU, ELTofEES, B
LTWwbDTHS, 125, BERET~—rv by
PXRELTHS (b Lky) TEEE, »5
THIE, HEDHBWETHD 212bs, 22
Do Efb) BEELRWOREE, Akt
b—IEOEFREIC L > T ERA; ShTL

Y7, VAEFAR V4, L B1I6IEOHER BT ZEANERIIOVWT E

179(605)

FS b LR, O REERER AT
BAD TZBH0, W, 2T VROFEFEEL
TOEFELZEDTERWV)BUTHLDOED
5, 20O "TER Lo ", RRERICELT
TIT—AT, 20O "IbD, kel iy
Y5061, HOBREIRRECRES 2L
ERBTHD,

T BAEDT DI, HIEZDOROE
% (164[419]KRE» & —FEH) OREBDO =X T
MR 2R D & 512 (—D DERT 24
LoD)ERO—A—AREEZERELTVED
TH 5,

There is no such thing as fthe right price for
you to pay for the contingency that this chair
weighs more than 20 lb. Each of you has, in
fact, his own opinion.Inasmuch as you can not
communicate with each other sitting where
you are, you have nothing better to go on; if
we are really playing the game for money,
each of you would be on your own, dependent
entirely on your personal judgment.
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Another feature in employing personal
probability is that it imposes the difficult
responsibility to be honest with yourself. It is
difficult to be honest with one’s self about
prices generally.
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It is hard to think back realistically, once a
price has been offered, to ask yourself what
price would have satisfied you.
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LTLEs72E0nHRWIE, 7 VRIBEE
LTWwWBDTH3, BBIO THE, BRFGx%
OOBHROPETHETH 25, EHFIUTR
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207 —% 13" #HEHKER, the grandmother
hypothesis| % TH %7 ~NERET 255, Lo
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v VR ETREENCERRZET, BB
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have thought it pretty preposterous, if asked,
ThHb, LIBTID Oz Lo RAE,
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)72 f&f&, psychological danger DIFITE DL
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P07 =%, Ko THEIXRFEINTVLSZ
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B THIFEADDL TE L, ETIR, "HE
P THEHAHESL R ERELCS2D3DE R
TeDRE L »IEEE, Tahln 3 E7%, H
Bl NEFBLTLEIILLERDBDTH S,
B, 20 TR s EROFEEI
koT, T2DF—F, &, TEDF 4, &
BZRBRCTHIERE TR, "Bl ML
TERBRTDOL2H2DRBEEXZ H2ANE
M, LTS, Hda s UEELER
WHEBROFER D 6TIETHS D,
BEAEDDIZ, ZOZD20 NLENERE
B WWHYT R ESITIERTH %,

First, since the data suggest the grandmother
hypothesis, they do give you some reason to
believe it, but you are likely to forget that
you really did not believe it one little bit
before you saw the data. Second, inducing
you thus to forget, the data affects what were

supposed to be your preconceptions.
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FNODER,) 2FRLEVDICE, BVE
b TER, A T28REP LRSI LOR
v, %L ECHEHSILERDOTH S &y §F
250THb5, 20 "HEHH], a lot of self
~discipline; & T ERATIR O Z A, constant
WHY T 2EFIERTH %,

vigilance

It takes a lot of self-discipline not to exag-
gerate the probabilities . you would have
attached to hypotheses before they were sug-
gested to you. This is a real danger in the
application of Bayesian statistics; one that
requires constant vigilance, and probably

special devices, to guard against.

LpLZnkd iz THEADOHE) 5, —A
“APHHETHEDTH)ToTWIIETOD
2550 FERO)BEEBEECBNT, 23K
THRE-T, BITLTL S, $5H50 "HT
OB, T3, RHEBELDOPPDOIIE
WTBHANTWBE IR, BRI TEERS
T, EEE166[421) BHEOBEDORE DL %
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Of course, real people do mistakes. We make
mistakes all the time; we can not hope to
avoid them entirely. We can, however,
deplore mistakes and try to hold them to a
minimum. So we look into the conditions of
coherency for a system of probabilities. By a
system of probabilities I mean what you
would offer for all contingencies under dis-

cussion in a given context.

S¥ WEEHEDOIEE L TO ERAD—E
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What I shall do is to give this segment of the
talk as I would have given it six or eight
years ago, when I was a frequentist (or as
any frequentist might give it today), up to the
point where something new can be done.
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The asserted convexity depends on the
simplifying and innocuous assumption that,
whatever else you observe, you can also
observe some random real number that is
totally irrelevant. Thus, if you have available
two decision rules that lead to (a’, 8°) and
(a”, B”), you can, with the aid of your ran-
dom number, employ the first rule with prob-
ability p and the second with probability (1—
p). This itself constitutes a decision rule, and
it corresponds to the point with &« = pa’+
(1—-p)a” and B = pB'+ (1—p)B", which
shows that the available set is convex.
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For if now you imagine that in making your
decisions about A and B something tangible
is at stake (for instance, that either error will
cost $10.00 if you make it), then you see
easily that having parallel straight lines for
your indifference curves amounts to no more
or less than having certain odds for one
hypothesis against the other. Specifically, the
negative of your critical slope is your prior,
or initial, personal odds in favor of B against

A, when the two errors are equally expensive.

BBIOEHT 2ERICL B EDOIURR
BERs NS LD, FRFHEDOHIORET
EELTBWE LS, 20, in favor of B
against A4, I%, in favor of A against B, £
RETH> I,

oWy Y Y K (Lindley, Dennis
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AERICEZ T 5 & 5282 VIR,
173[428] DRE» S ZHBHD =201 5% 5%
BEICBWT, BRELTE, BRI TY?
DT, TNHBRICFIKZEET 5,

But Lehman, and presumably other fre-
quentists, missed an important trick; these

indifference curves are not really an arbi-
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trary family of curves. Economists have often
had their fingers burned trying to make
hypotheses about families of indifference
curves, and it is now a doctrine with them
that just about anything can happen. With «
and B, however, this is not so.
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