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AHHOTa]_lI/ISI Ha PYCCKOM AA3bIKE K JUCHHUIIJIUHE «BBeneHne B MMOBEICHYECKYIO U
IKCHIEPUMECHTAIBHYI0 9KOHOMHUKY)>»

1 O6aacTts MNPUMCHCHHUA U HOPMATUBHBIEC CCHIJIKHA

Hacrosimmas paGodass mporpamMma JUCHMIUIMHBI — YCTaHABIMBACT MHUHUMAJIbHBIC
TpeOOBaHMSA K 3HAHUSAM M YMEHHSM CTYACHTA, a TaKXKe OMpEACsieT COJEpKAaHWE M BUIBI
Y4eOHBIX 3aHATHIA U OTYETHOCTH.

[IporpamMma mnpemHa3HaueHa sl TperofaBaTelieii, Beaymux mucuuiumny «[lyomuanas
MOJINTUKA W TIpaBa YeJIOBEKa», YUYCOHBIX aCCUCTECHTOB M CTYJCHTOB HAIPABJICHUS TOJTOTOBKH
01.04.02 «IIpuxnagnas MareMaThka W HHPOPMATHKa», OOyYArONIMXCA MO 0O0pa3oBaTEIbHOM
nporpamme «AHasiu3 OOJBITUX TAHHBIX B OU3HECE, SKOHOMUKE U OOIIECTBEY.

Pabouas mporpamMmma AMCHMILIMHBI pa3paboTaHa B COOTBETCTBHUH C:

. ObpazoBarenbHbIM cTangaprom HUY BIID
http://www.hse.ru/data/2016/11/02/1111123560/01.04.02%20IIpuknagras%20matematnka%20u
%20undopmaruka.pdf;

. OO6pazoBarenpHON TIporpamMmoil «AHanmu3 OOJIBIIMX JaHHBIX B OwW3Hece,
SKOHOMHUKE W oOmiecTBey», HampasieHne noarotoBku 01.04.02 «llpuknamnas maremMartuka
nH(pOpMaTUKa»;

o OO0beHEeHHBIM Y4eOHBIM IUIAHOM YHHUBEPCUTETA 10 00pa30BaTeNbHOM MporpaMm
«AHanmm3 0OJILIINX JAHHBIX B OM3HECE, SKOHOMUKE U OOIIECTBEY.

2 Kparkoe onucanmne Kypca

I'maBHast nenb Kypca COCTOMT B HM3YyYEHMH IIOBEJICHHMSI SKOHOMUYECKHUX areHToB 3a
npejenamMu  paluoOHaIbHOM MOJENU, TO €CTh IIUpe, YeM 3TO JeNaeTcss B CTaHAapTHOM
MHUKPOIKOHOMHUYECKOH TEOPHH.

Ilenpto Kypca Takke SIBJISETCS O3HAKOMJIEHME CTYAEHTOB C IEpCHEKTUBHBIMU
HaIpaBJICHUSAMU HCCIEIOBAaHUN B IOBEJEHUYECKOM U HKCIEPUMEHTAIBHON SKOHOMUKE IS TOTO,
YTOOBI COPUEHTUPOBATH X B TEKYILIUX OTKPHITHIX BOIPOCAX U CYLIECTBYIOILUX METOJaX, a TAKKe
IaThb MM BO3MOXHOCTb HCIOJIb30BaTh O3TH BOMNPOCHI M METOJbl B CBOMX Hay4HBIX
KBAJM(HUKALMOHHBIX paboTax U B NOCIEAyIOMEeNH NpodhecCHOHATbHON 1A TeIbHOCTH.

JUis TOCTHOXKEHUS 3TUX LIeJel CTyIeHTaM MpeAararTcs Kak TEOPETUYECKUEe pe3ybTaThl
— OCHOBHBIE COBPEMEHHbIE TEOPHH IOBEICHMS OTPAHWYCHHO-PALMOHAIIBHBIX AreHTOB, TaK M
COITyTCTBYIOLIIME HKCIIEPUMEHTalbHble HaOmoIeHus. B  sKcrepuMeHTalbHOW YacTh Kypc
3HaKOMHT CTYJEHTOB ¢ HauOoJiee BBIIAIOIIUMUCS HAOIIOACHUAMU B J1a0OPAaTOPHBIX U MOJEBBIX
sKcrniepuMeHTax. Ha 3TuX mpuMepax CTYAEHTHI TakKe 3HAKOMSTCS ¢ METOJUKOW pa3paboTKu U
MIPOBECHUSI COOCTBEHHBIX KCIIEPUMEHTOB U OILIEHKU IOJIyYEHHBIX JaHHBIX. B Teopernueckoit
YacTH MPEUIaraloTcsi OCHOBHbIE TEOPUH, 00001IatonIe 1 O0BICHIIONUE YKCIIEPUMEHTAIbHBIE U
SMIMPUYECKUE HAOIIOAEHUS, a TAaKKE€ METO/bl HCIPABJICHUS CTAaHAAPTHBIX SKOHOMHYECKUX
MoJelen 1 y4€Ta OBEJCHUECKUX aCIIEKTOB.

Kypc paccuntan Ha CMEIIAHHYIO ayJUTOPHUIO W TMOIXOAWT M CTYACHTOB BCEX
HampaBieHUH NOAroToBKM cymectBytomux B HWUY BIID CII6, B ocoOeHHOCTH
CTYZAEHTOB-3KOHOMHCTOB, -COLIMOJIOTOB, -IIOJIMTOJIOTOB, -IOPUCTOB, -MEHEIKEPOB U CTYACHTOB
IIporpaMMsl ['0Cy1apcTBEHHOE ¥ MYHULIUIIAIBHOE YIIPaBJICHHUE.


http://www.hse.ru/data/2016/11/02/1111123560/01.04.02%20Прикладная%20математика%20и%20информатика.pdf
http://www.hse.ru/data/2016/11/02/1111123560/01.04.02%20Прикладная%20математика%20и%20информатика.pdf

3 Komnerenuuu odyuaromerocs, popMmupyembie B pe3yJbTaTe OCBOCHHUS

AUCIHHUIIJINHBI

YpoBHHE GPOpPMUPOBAHUS KOMIIETCHITUIA:
PB - pecypcHas 6a3a, B OCHOBHOM TEOPETHUECKUE U MTPEIMETHBIC OCHOBBI
(3HaHUS, YMEHMUS)
CJI - criocoObl IeITEIbHOCTH, COCTABIIAIOUE IPAKTUYECKOE SIIPO JaHHOU

KOMIICTCHIIHU

MII - MOTMBAILIMOHHO-IIEHHOCTHAS COCTABIIAIONIAs, OTPAXKAET CTEIEHb OCO3HAHUS
IICHHOCTHU KOMIICTCHIINYU YCJIOBCKOM U 'OTOBHOCTH €€ UCITIOJIB30BATh

B PEIYILTATE OCBOCHUSA JUCHUIIJIMHBI CTYICHT OCBAUBACT CIICAYIONIUEC KOMIICTCHIIUM
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Crnocoben k IK-5 | CIO, ML | Onpenensier Jlexuun, CamocrosTenbHast
OCO3HAHHOMY OTKJIOHEHUS OT OKCIepUMEHTHI pabota (3cce),
BBIOOPY CTpaTeruit PALMOHATBHOCTH B B KJlacce JTIOMAIITHSIS
MEKITHYHOCTHOTO cOBCTBEHHOM pabora, SK3aMeH.
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4 MecTO IMCHUILUIMHBI B CTPYKTYpe 00pa30BaTeIbHOI MPOrpaMMbl

Hacrosmas gucruruimaa OTHOCUTCS K TUCIMIUIMHAM 110 BhIOOpy Hampasienus 01.04.02
«IIpukiiannas MaTemMaTuka U HHGOpMaATHKAY.

Juctunnuna «[lybnuyHas moJIMTHKA U TIpaBa yejoBEKa» MpeTHa3HAuYCHA JJI CTY/ICHTOB
MarucTepcKoOd MporpaMMbl «AHanmu3 OOJBITUX JAaHHBIX B OM3HECE, YKOHOMHKE M OOIIEeCTBE)»
MEePBOTO T'0J1a O0y4ICHHS.

N3yuenne qaHHOM AMCIUIUIMHBI Oa3UPyeTCs Ha CIASAYIOMNX JUCIUIUIMHAX:

® «DKOHOMHYECKAs TCOPHUS
o «MHKPOIKOHOMHUKA»
Jlnst ocBoeHMsI ydyeOHOW JUCHMIUIMHBI, CTYACHTBI JOJDKHBI BIIQJETh CICTYIOIIUMU
3HAHUSAMHU 1 KOMIIETEHIUIMU:
® CIoCOOCH COBEpIIEHCTBOBATh M Pa3BUBATh CBOW HMHTCIUICKTYAIbHBIA H
KYJIBTYPHBIH YPOBEHb, CTPOUTH TPAEKTOPUIO MPO(PECCHOHANTBHOTO PA3BUTHUS U KaphEPhI;
® CrocoOeH K 0CO3HAaHHOMY BBIOOPY CTpaTeruii MeKITMYHOCTHOTO B3aMMOCHCTBHS.

[Ipenmomnaraercsi, 4YTO CTYAEHTHl BJIAQJCIOT AHTJIUHCKAM SI3BIKOM HA  YpPOBHE,
MO3BOJISIFOIIEM MM CBOOOJIHO UMTATh akaJeMHueckue paboThl, MyOIUKyeMble B MEPUOAUYECKUX
W3JIaHUsX, 1 MOHOTpaduu 10 TeEMaM Kypca.

OCHOBHBIE TOJIOKECHHS JUCIUTUIMHBI JOJDKHBI OBITh MCIIOJIB30BaHBl B JAIbHEHIIIEM MPHU
M3yyeHun aucuuIuimHbel «HayuHo-uccnenoBatenbckuii cemuHap «BeposATHOCTHBIE METO.IbI
MOJIETTUPOBAHUSI.




5 Ilnan kypca

HazBanue paznena Bcero vacos AynutopHbie 4achl Camocrosi-

Jlexuun CeMuHapbl renbrai
pabota

1. Standard microeconomic 14 2 2 10

theory: rationality, self-interest,

etc.

2. Attention, heuristics and 14 2 2 10

neuroeconomics

3. Behavioral decision theory: 14 2 2 10

prospect theory, etc.

4. Behavioral game theory: 14 2 2 10

cognitive hierarchy, obvious

dominance

5. Other-regarding preferences 14 2 2 10

6.Intertemporal choice, hyperbolic 14 2 2 10

discounting, addiction

7.Behavioral Industrial 14 2 2 10

Organization

8. Behavioral Finance 8 2 2 4

9. Behavioral Mechanism Design 8 2 2 4

HUTOI'O 114 18 18 78

Kypc cocrout u3 Tpéx yacreil. B mepBoi uyacTu Kypca CTYIEHTBI 3HAKOMSATCS CO
CTaH/IaPTHON KOHOMHUYECKOW TEOpHEH MPUHATHS PEIIEHUN U ¢ 0COOCHHOCTSIMH YeJI0BEYECKOTO
CO3HAHMS U TMOBEJCHUS, KOTOpBIE 3aTPYIHSIOT MPUMEHEHHE ATOW Teopuu. Bo BTopoil wactu
Kypca CTYICHTHI 3HAKOMSTCS C OCHOBHBIMU MOBEICHUYECKUMU TEOPHSIMH, ONUCHIBAIOIINMH TPU
OTKJIOHEHHS OT pAalMOHAJIBHOTO TIOBEJEHUS AareHTa: HeCTaHJapTHbIE MPEINOYTeHUS,
HECTaH/JapTHBIE MPEJCTABICHUS, U CUCTEMATHUYECKUE OMUOKU B MPOLIECCe MPUHSITUS PELICHUM.
B Tpertbeli yacTu Kypca CTYIEHTHI 3HAKOMATCS C MPUMEHEHUEM 3THUX TEOpUH B CIELHAIbHBIX
00JacTsIX: B TEOPUU OTPACIEBBIX PHIHKOB, B (PMHAHCAX U B TEOPUHU SKOHOMHYECKUX MEXaHU3MOB.




6 ®opMBbI KOHTPOJISI 3HAHMI CTYIEHTOB

Tun ®dopMa KOHTPOIIS Tperuit Mmoxynb ITapamerpsbl
KOHTPOJIA

MECSIBI

sHBaph | (eBpanb | MapT

Texkymuit | KontponbsHas pabora * * * [TuceMenHas paboTa B BUE TeCTa.
Bpewms Boimonnenus: 10 MUHYT.

Brictymienue npu pa3dope 3aaaHuii

Pabora Ha cemuHapcKuX U JIOKJIaJIaX Ha CEMUHAapax, yCTHas
B Teuenue Bcero momynst .

3aHATUAX IIPOBEPKA 3HAHUHU CTYJIEHTOB

IIPOMJIEHHOr0 MaTepuaia.

JHomarinss pabora * * [Mucemennas padora.

Utoroserii | Dx3amen * IIncemeHHBIH 3K3amMeH. Bpems
BBITIONTHEHUS: 90 MUHYT.

7/ Kputepuu OlleHKH 3HAHUI, HABBIKOB
OrneHku 1o BceM GopMaM KOHTPOJIS BRICTABIISIFOTCS 10 10-TH OaJlIbHOM IIKae.

Kpumepuu ouenxu 3a KOHmMpoabHyO pa60mv:

KonmudecTBo 0aioB BeICTaBISETCS MPOMOPIIMOHATBEHO KOJINYECTBY BEPHO PEIIEHHBIX TECTOBBIX 3aJJaHUH.
Ecnu TecToBOe 3a1aHue IpEATIoNaraeT HeCKOJIBKO MPABIIIBLHBIX OTBETOB, TO 0AJUT 32 3TO 3aJ]aHne
BBICTaBJISIETCS MTPOIMOPIIUOHAIFHO KOJMYECTBY MPABUIIBHBIX OTBETOB; 32 KaX/IbI YKa3aHHBIA ONIMOOYHBIN
OTBET HAYHCIIAETCS mTpadHON 6asr.

Ecnu TecToBOC 3aMaHme MPEACTaBISIET COO0H OTKPBITHIA BOIIPOC, OaJlT 3a HErO BBICTABIISICTCS B
3aBHUCHMOCTH OT TIOJTHOTHI M BEPHOCTH OTBETA.

Kpumepuu oyenxu 3a pabomy Ha CeMUHAPCKUX 3AHAMUAX

CymmapHbIii 6amm 3a Kypc Ha ceMHWHapax BbICTaBmsercss mo 10-OammpHON cHucTeMe Kak CpefHee
apr(MeTHIECKOe 33 HAKOIUICHHbIE OaJUIbl B TEYEHUE MOIYJIS.

3a BepHOE pellleHHe 3aJaHusl BBHICTABISIETCS MONMHBIA O0amn — 10, 32 HeBepHOE BBIYMCIIEHHE, HO BEPHOE
KOHIIENTYaJIbHOE peIIeHre, YTO SBIsieTcss MeHee IpyOoil ommOko#, BbIcTaBisercs 8-9 OammoB. 3a
HEBEPHBI OTBET M HEBEPHBIA XOJ PELICHHUs 3aJayl, HO IMOHMMAaHHE aJrOPUTMOB PELIEHHS MOZOOHBIX
3ajgad, BbIcTaBisgercs 6-7 OamnoB. Ecnu 3amada pelneHa 4acTH4HO, HE JOBEAEHA 1O pemeHus — 4-5
OamtoB. Ecnu pemenne BooOwie He mpencrasieHo, To — 0-3 Gamma. Tak oneHuBaercss Kakaas 3ajaada,
KOTOPYIO CTYZEHT pellaeT B TeUeHue Kypca. 3ateM Oepercst cpenHee apu(MeTndeckoe ero OeHoK 3a 3TOT
BUJ pabOT M BBIBOAUTCS pe3ynbTUpyoumid 0ami. OKpyrieHHe OLEHOK NMPOU3BOAUTCS MO IPOCTOMY
apru(METHIECKOMY IIPABHILY OKPYTJICHHS.




3a mokjaa Ha ceMHUHAape MaKCHMalbHBIA Oani BBICTaBISACTCS 3a TMPEIMETHBIH KPUTHYECKH pa3dop
MPOYUTAHHON CTaThH. 32 OOCTOSTENBHBIN U MONHBINA AOKJIAJ O CTaThe, BKIIOYAIOIIUH 1IN UCCICAOBAHMS,
KpaTKuii 0030p MpeIbIAyIIUX HCCIIEAOBaHUN, IPOBEPSIEMbIE B MCCIEIOBAaHUH THIIOTE3bl, UCIIOIB3YyEMBbIE
METO/bI, OU3aiiH JKCIepUMEHTa (WM XapaKTepUCTUKAa MOJEIH B CIydae TEOPETHYECKOH CTaThbH),
pe3ynbTaThl M BBIBOABI, BBICTaBIsIeTCss S5 OamnoB. 3a CaMOCTOSITENBHOE OCMBICICHUE CTaTbU —
KPUTHYECKUI pa300p MOTHBALIMM U METOAOB, MJUIIOCTpAIMsS Ha COOCTBEHHBIX IMPHMEPAX, COOTHECEHHE
CTaThbU C JIPYrOM JIMTEpaTypoOH, KAK U3YYEHHOU B TEUEHUE Kypca, TaK U HAWJIEHHOW CAMOCTOSITENBHO, —
BBICTaBIIsIeTCA emé 5 6asioB.

Kpumepuu OYEHKU 3a peulerHue domauine20 3a0anusl.

CyMmMapHbIit 0ajiT 32 Bce IOMAITHUE 3aJjaHie PACCUMTHIBACTCS KaK CpelHee apu(MeTndeckoe 0auioB 3a
BCE 3aJauyd M3 OoMamHux 3amanHuil. Kaxnas 3amaya onenuBaercs or 0 go 10 0anioB aHAJIOTMYHO
KPUTEPHUSAM OICHKH 3a Pa300p 3aJlaHuii Ha CEMUHApPaXx.

RDMWZ@DMM OUYEHKU 3A IK3AMEHAUYUOHHYIO pa6omv.

Kaxxnas 3anaya onenuBaercs ot 0 1o 10 OayuioB aHAJOrMYHO KPUTEPHSIM OIICHKH 3a pa300p 3aJaHuil Ha
ceMuHapax.

Orenka 3a 3a4eTHYIO0 (3K3aMEHAIIMOHHYI0) paboTy BeIcTaBisercs 1Mo 10-0auibHON crcTeMe U MOTyJIaeTcst
IIyTeM CYMMHPOBaHHs OaUIOB, IMOJYYCHHBIX 3a KaXIYI0 3agady. 3aTeM IMOJIydeHHBIM pe3yiabTaT
OKPYTJISICTCS 10 apU(PMETHICCKUM ITPaBUIIAM.

8 Mopsiiok (popMUPOBAHMS OLEHOK IO JUCIHUTIITHHE

HaxonyieHHas1 olleHKA MO AMCUMIJIMHE PACCUYUTHIBAETCA C TIOMOIIBIO B3BEIIEHHOH CYMMBI OLIEHOK 32
OTAenbHbIe (DOPMBI TEKYIIEr0 KOHTPOJIS 3HAHUH CIIEAYIOMIMM 00pa3oM:

OHaKomleHHaﬂ: 0.25 OmeKymuﬁI +0.25 OmeKyanIZ + 0.5 OmeKytqm?B, rne

OmeKymm; 7 — OIICHKa 3a pa0oTy Ha CEMUHAPCKUX 3aHSITHAX
OmeKymm; 2 — OIIEHKa 32 KOHTPOJIbHYIO paboTy
OmeKymm;g — OIIEHKA 32 JOMAIIHIO padoTy

Crioco6 okpyriieHUs! HAKOTJIEHHOW OIIEHKH TEKYIIEr0 KOHTPOJIS: apu(hMETHIEeCKUH.

Pe3yabsTHpYOMIas OlleHKA M0 IUCHUTINHE (KOTOpast UAET B AUIUIOM) PACCUUTHIBACTCS CIIETYIOIINM
obpazom:

OPes'yﬂbm = 0-4'0Haz<onﬂ + 0603K3 rae

O,.axon1 — HAKOILICHHAS OLICHKA IO JUCIIMIIIHHE

O,x; — OlleHKa 32 JK3aMeH
Crioco0 OKpyTJIeHHUs 3K3aMEHALIMOHHON 1 Pe3yIbTUPYIOLIEH OLIeHOK: apu(pMETHUECKUH.



Introduction to Behavioral and Experimental Economics
Instructor: Alexander Nesterov, PhD
Credit Value: 3

Main objective of the course is to understand human behavior beyond microeconomic theory.
To do that, we will touch upon both experiments and theory. From the experimental side, we will
study the most profound observations from the lab and the field, learn basic techniques how to
create and evaluate your own experimental data. From the theoretical side, we will study basic
theories that attempt to explain observed biases and learn how to extend the standard economic
models to account for behavioral aspects.

Target audience includes following three groups:

— future practitioners from various fields whose job will involve studying and/or interacting with
clients and customers, colleagues and employees (e.g. market analysts, strategy consultants,
managers, lawyers),

— future academics who take this as a crash course in behavioral economics and plan to further
advance in related fields,

— general audience that is interested in getting to know their own biases and heuristics.
Key competences acquired in the course make a student able:

— to distinguish the standard rational agent behavior from the observed patterns,

— to identify behavioral biases in economically relevant situations,

— to describe the observed behavior using the established academic theories,

— to propose a falsifiable hypothesis w.r.t. a certain aspect of human behavior, and an experiment
to test it.

Additional competences acquired in the course make a student able:
— to construct a mathematical model of an observed bias and solve it,
— to design and run an experiment.

Assessment is based on the final exam grade (60%), in-class participation (10%) and tests (10%),
assignments (20%).

The written exam includes a question for each topic of the course and lasts 90 minutes. The
maximal grade for the exam is 10 points.

The in-class participation is measured in terms of attendance and readiness, responding to
questions, posing questions, etc. The maximal grade for the in-class participation is 10 points.

The tests are short quizzes and essays in the beginning of each class designed to test the
understanding of the previous lectures. The maximal grade for the tests is 10 points.

The assignments are 2 homework problem sets. The assignments can be completed in groups up
to 4 participants. The maximal grade for an assignment is 10 points.



The course content has three parts:

— introduction to standard microeconomic theory (topic 1) and aspects of human cognition and
behavior that limit its application (topic 2),

— main behavioral theories and related experiments that tackle these limits of standard theory
(topics 3-6),

— applications of these theories in economic subfields (topics 7-9).

Structure and content

Topics Totally Face-to-face meetings Home work
Lectures Seminars

1. Standard microeconomic 14 2 2 10

theory: rationality, self-interest,

etc.

2. Attention, heuristics and 14 2 2 10

neuroeconomics

3. Behavioral decision theory: 14 2 2 10

prospect theory, etc.

4. Behavioral game theory: 14 2 2 10

cognitive hierarchy, obvious

dominance

5. Other-regarding preferences 14 2 2 10

6.Intertemporal choice, hyperbolic 14 2 2 10

discounting, addiction

7.Behavioral Industrial 14 2 2 10

Organization

8. Behavioral Finance 8 2 2 4
6 9. Behavioral Mechanism 8 2 2 4

Design
Total volume of hours 114 18 18 78
Topics:

1. Standard microeconomic theory: rationality, self-interest, etc.
e Varian, Hal R. Intermediate Microeconomics: A Modern Approach: Ninth
International Student Edition. WW Norton & Company, 2014.
e Mas-Colell, A., Whinston, M. D., & Green, J. R. (1995). Microeconomic theory (Vol.
1). New York: Oxford university press.
2. Attention, heuristics and neuroeconomics
e https://en.wikipedia.org/wiki/List_of cognitive_biases
e Camerer, Colin, George Loewenstein, and DrazenPrelec. "Neuroeconomics: How
neuroscience can inform economics." Journal of economic Literature 43.1 (2005): 9-
64.
3. Behavioral decision theory: prospect theory, etc.




e Kahneman, Daniel, and Amos Tversky. "Choices, values, and frames." American
psychologist 39.4 (1984): 341.
e Kbnetsch, J. L. (1989). The endowment effect and evidence of nonreversible
indifference curves. The American Economic Review, 79(5), 1277-1284.
e Kahneman, D., Knetsch, J. L., & Thaler, R. H. (1990). Experimental tests of the
endowment effect and the Coase theorem. Journal of political Economy, 1325-1348.
o Kdszegi, B., & Rabin, M. (2006). A model of reference-dependent preferences. The
Quarterly Journal of Economics, 1133-1165.
4. Behavioral game theory: cognitive hierarchy, obvious dominance
e Camerer, Colin F., and Teck-Hua Ho. "Behavioral Game Theory, Experiments and
Modeling." Handbook of Game Theory 4 (2015).
5. Other-regarding preferences
e Fehr, Ernst, and Klaus M. Schmidt. "A theory of fairness, competition, and
cooperation.” Quarterly journal of Economics (1999): 817-868.
e Bolton, Gary E., and Axel Ockenfels. "ERC: A theory of equity, reciprocity, and
competition.” American economic review (2000): 166-193.
e Charness, Gary, and Matthew Rabin. "Understanding social preferences with simple
tests.” Quarterly journal of Economics (2002): 817-869.
e Kosfeld, M., Heinrichs, M., Zak, P. J., Fischbacher, U., & Fehr, E. (2005). Oxytocin
increases trust in humans. Nature, 435(7042), 673-676.
e Bowles, Samuel, and Sandra Polania-Reyes. "Economic incentives and social
preferences: substitutes or complements?” Journal of Economic Literature 50.2
(2012): 368-425.
e Rabin, Matthew. "Incorporating fairness into game theory and economics.” The
American economic review (1993): 1281-1302.
6. Intertemporal choice, hyperbolic discounting, addiction
e Laibson, David. "Golden eggs and hyperbolic discounting.” The Quarterly Journal of
Economics (1997): 443-477.
e Frederick, Shane, George Loewenstein, and Ted O'donoghue. "Time discounting and
time preference: A critical review." Journal of economic literature 40.2 (2002): 351-
401.
e Kodszegi, Botond, and Adam Szeidl. "A model of focusing in economic choice." The
Quarterly Journal of Economics 128.1 (2013): 53-104.
7. Behavioral Industrial Organization
e DellaVigna, Stefano, and Ulrike Malmendier. "Contract design and self-control:
Theory and evidence." The Quarterly Journal of Economics (2004): 353-402. APA
e Gabaix, Xavier, and David Laibson. 2006. Shrouded attributes, consumer myopia, and
information suppression in competitive markets. Quarterly Journal of Economics
121(2): 505-540.
e Eyster, Erik, and Matthew Rabin. "Extensive imitation is irrational and harmful." The
Quarterly Journal of Economics (2014): gju021.
8. Behavioral Finance:
e Thaler, Richard H. "The end of behavioral finance." (2010): 13-23.
e Eyster, Erik, and Matthew Rabin. "Naive herding in rich-information settings."”
American economic journal: microeconomics 2.4 (2010): 221-243.
e Eyster, Erik, and Matthew Rabin. "Extensive imitation is irrational and harmful." The



Quarterly Journal of Economics (2014)
9. Behavioral Mechanism Design

e Roth, Alvin E. "What have we learned from market design?." The Economic Journal
118.527 (2008): 285-310.

e Li, Shengwu. "Obviously strategy-proof mechanisms.” Available at SSRN 2560028
(2015).

e Guillén, Pablo, RustamdjanHakimov. How to get truthful reporting in matching
markets: A field experiment. No. SP Il 2015-208. Social Science Research Center
Berlin (WZB), 2015.
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Sample exam.
Question 1 — Methodology (Points: 10)
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Eddi runs an experiment in which N participants play game G for one single round only. Freddi
runs an experiment in which N participants play game G repeatedly over 30 rounds with varying
payoffs and feedback after each round. In both experiments, subjects are informed about the
entire design beforehand. Average behavior in Eddi’s experiment differs significantly from
average behavior in Freddi’s experiment.

Report three possible reasons for the difference between average behavior in Eddi’s experiment
and average behavior in Freddi’s experiment and give a short explanation.

Question 2 — Biases (Points: 20)

Define the following concepts and give one concrete example for each bias that they refer to.
a) Hot hand

b) Base rate neglect

c) Gambler’s Fallacy

d) Conjunction Fallacy

e) Just-World Bias

) Confirmatory Bias

g) Conservatism

h) Describe the representativeness heuristic and argue which of the concepts a) to g) can be
explained with this heuristic.

Question 3 — Games (Points: 20)

Consider the following game.

Left Right
Top 75,5142, 27
Bottom 48, 80 89, 68

a) Determine the choices of level-k players for both the row and the column player. To do so,
assume that a level-0 player randomizes between L and R or Top and Down, respectively

b) The above game was played by 36 pairs of subjects in a one-shot experiment. Of the 36 row
players, 25 played Top and 11 played Down. Of the 36 Column players, 33 chose Left and 3
chose Right. Explain these results!

Question 4 — Essays (Points: 15)

a) Supposedly some casinos in the South allow a person to sign a contract that mandates their
arrest if the person enters the casino. Describe such contracts and people in the language of
hyperbolic discounting. (300 word limit)

b) There has been a boom in storage unit rental (i.e., renting additional space in a large complex,
often not very close to home, to store things you do not have room in your house for). What
concept from prospect theory might be relevant to explaining this shift in demand for storage?
(300 word limit)



Question 5 — Behavioral game theory (Points: 15)

Here is a simple game. Each of three players simultaneously chooses one of three integers, 1, 2 or
3. Whichever player has the lowest *unique* number wins (e.g. if they choose 1, 1 and 3 then the
player who chose 3 wins because it is the lowest number that only one person picked). To
simplify the analysis, assume that if there is no unique lowest number (e.g. if all three players
picked 1) there is no winner.

a) Compute the Nash equilibrium of the game.

b) Compute the cognitive hierarchy theory prediction for the distribution f(k) of k-level thinkers
Poisson with mean t =1.5. Do up to three levels and stop.

c) Playing the game amongst yourselves. In this part of the question, your task is to choose a
number 1, 2, and 3. Everyone taking the exam will be choosing a number. Your grade will be
determined by how well your number does in playing against every combination of two other
people. That is, each of you will be paired with each possible pair of other exam-takers. The
percentage of times you win will be your grade. The grades will be standardized so the highest is
10 points and the lowest is 0 points. Notice that to do well on this question you need to have a
good behavioral model of what students taking this exam are likely to do. You should also
explain briefly why you chose the number that you did.

Question 6 — Behavioral 10 (Points: 10)

Sketch the economic argument for why making pricing of costly add on goods (such as printer
ink cartridges) invisible can persist in competitive equilibrium. Which types of consumers suffer?
Which types benefit?

Question 7 — Social preferences (Points: 10)

a) Describe the empirical effect of costly punishment of free riders in public good contribution
games. What does this suggest about the social preferences of people?

b) Consider a $10 ultimatum game where offers are made to the nearest $.25. Using the notation
of Fehr-Schmidt inequality-aversion, describe the algebraic conditions under which a proposer
would offer more than $.25. (You will need to define cumulative distribution functions for the
envy (o ) and “guilt” ( B ) parameters, and assume 0< o <1 and 0<  <.5.) Does the proposer
offer more because she is afraid of rejection, or because she feels guilty offering too little?

Sample test (quiz)

Which of the following describes a behavioral pattern of choosing a smaller, immediate reward
over a larger, delayed one? (Points: 5)

— Self-Control

— Delay of Reinforcement
— Impulsivity

— Commitment response

is the act of making a response in advance that increases the likelihood of choosing a
larger delayed reward over a smaller immediate reward. (Points: 5)



— Elasticity of demand
— Commitment response
— Delay discounting

— Probability matching

Sample test (essay)

Briefly summarize Kahnemann and Tversky (1979) and illustrate with examples from your own
experience. (Points: 10)

Sample Problem set
Choice under uncertainty (Points: 10 for each problem)

Expected Utility Theory

1. You are risk neutral, and care only about your income. With probability p, you will catch a
disease that reduces your income fromy, its level when you are healthy, to y - k, where k > 0. A
vaccine is available, at cost c, that reduces the probability of your catching the disease from p to g

<p.

a) Suppose that you know the values of p, q, y, k, and c, so that the only thing about which you
are uncertain is whether you will catch the disease. Write the condition that determines whether
or not you should buy the vaccine.

b) Now suppose that you know vy, k, and c, but neither p nor g. Which is more relevant to your
decision, the percentage amount by which the vaccine reduces the probability of catching the
disease (what is usually reported in the press), or the absolute amount? Explain.

c) How do your answers to (a) and (b) change if you are a risk-averse expected-utility
maximizer?

2. In the game Former Soviet Union Roulette, a number of bullets are loaded into a revolver with
six chambers; an individual then points the revolver at his head, pulls the trigger, and is killed if
and only if the revolver goes off. Assume the individual must play this game; that he is an
expected-utility maximizer; and that each chamber is equally likely to be in firing position, so if
the number of bullets is b his probability of being killed is b/6. Suppose further that the maximum
amount he is willing to pay to have one bullet removed from a gun initially containing only one
bullet is $x, and the maximum amount he is willing to pay to have one bullet removed from a gun
initially containing 4 bullets is $y, where x and y are both finite. Finally, suppose that he prefers
more money to less and that he prefers life (even after paying $x or $y) to death. Let UD denote
his von Neumann-Morgenstern utility when dead, which is assumed to be independent of how
much he paid (as suggested by empirical studies of the demand for money); and let UAO, UAX,
and UAy denote his von Neumann-Morgenstern utilities when alive after paying $0, $x, or $y
respectively.

a) What restrictions are placed on UD, UAO, UAX, and UAy by the assumption that he prefers
more money to less when alive?

b) What restrictions are placed on UD, UAO, UAX, and UAy by the assumption that he prefers
life (even after paying $x or $y) to death?



c) Is it possible to tell from the information given above whether x > y for an expected utility
maximizer? Does it matter whether he is risk-averse? Explain.

3. Suppose that there are two states of the world, s1 and s2, and that an individual who knows the
probabilities, p1 and p2, of the two states chooses among state-contingent consumption bundles
to maximize the expectation of a state-independent, strictly increasing von Neumann-
Morgenstern utility function.

a) Suppose that the individual is risk-neutral, and that he is indifferent between (8, 2) and (4, 4).
What must the value of p1 be?

b) Now suppose that the individual may be either risk-averse or risk-loving. What is the lowest
possible value of p1 for which the individual could weakly (or strictly) prefer the state-contingent
consumption bundle (6, 2) to the bundle (2, 6)?

c) Now suppose that the individual is risk-averse, and that he is indifferent between (6, 2) and (2,
6). Show (graphically or algebraically) that he must weakly prefer (4, 4) to either of these
bundles.

4. Consider an expected utility-maximizing student, who cares only about his income. Cheating
on his exam adds a given amount to his income, whether or not he is caught at it. Suppose,
however, that a student who is caught cheating is fined a given amount. It is observed that a 1%
increase in the probability of being caught lowers the student’s expected utility of cheating by
more than a 1% increase in the amount of the fine.

a) Is the student a risk-averter or a risk-lover? Explain.

5. An expected utility-maximizing person has von Neumann—Morgenstern utility function u(-),
with u’(-) > 0, and deterministic initial wealth w. He is just indifferent between losing x > 0 for
certain, and losing y > x with probability p > 0 and losing nothing with probability 1 - p. (In other
words, X is the most he will pay to be insured against a random loss of y with probability p.)

a) Prove that for any given values of w and y, x is an increasing function of p.
b) Prove that for any given values of w and p, x is an increasing function of y.
c) Prove that if the person is risk-averse, then x >py.

d) How does x vary with w when u(w) = a — be-cw with b, ¢ > 0, so that the person has constant
absolute risk aversion? (Here, e is the base of natural logarithms.)

Prospect Theory

6. For each of the following anecdotes, briefly explain (i) why the person’s behavior is prima
facie inconsistent with expected utility theory, (ii) why it is consistent with prospect theory, and
(iii) how the behavior might be reconciled with expected utility theory.

a) Some students who were about to buy season tickets to a campus theater group were randomly
selected and given a discount. During the first part of the season, those who paid full price
attended significantly more plays than those who received discounts.

b) Cab drivers in New York City work longer hours on warm, sunny days when their per-hour
wage is low.



c) People purchase insurance against damage to their telephone wires at 45 cents a month even
though the probability that they’d incur the $60 repair cost in any month is 0.4%.

d) Bettors tend to shift their bets toward longshots, and away from racetrack favorites, later in the
racing day.

e) Unionized workers have their wages set 1 year in advance and they receive some bad news that
their wages will be cut next year, but they do not cut their spending. However, the previous year
when they learned that their wages would increase, they increased their spending.

7. Throughout life, we face many positive-expected-value small-scale risks. What are some
examples? Normally, we consider each risk in isolation — this is called narrow bracketing. When
we narrowly bracket the risks we face, loss aversion may lead us to turn down positive-expected
value gambles. Explain why this is a mistake. Argue that it is good advice even to a loss-averse
person to accept positive-expected-value gambles. Do you think it is generally a good idea to pay
extra for a one-year warranty on a CD player?

8. Tim owns a house. His company has offered him a job elsewhere, which he has accepted, and
he has therefore decided to sell the house. He does not have much time, thus he just plan to post a
take-it-or-leave-it offer with price x. For any price x from $1 million to $2 million, Tim assesses
the probability q of selling as q = 2 — x. If he doesn’t find a buyer, he can always sell the house to
a friend for $1 million. Tim is a prospect theory maximizer, and he integrates over different
accounts (house and money). In particular, he values any two-outcome distribution of changes to
his reference point, say s with probability p and t with probability 1 — p, at V = v(t) + (v(s) —
v(t))p whenever s >t >0 or s <t <0. Here v(z) = |z| 1/2 if z> 0 and v(z) = —2|z| 1/2 if z < 0.
Tim’s reference point already includes all the changes required by the move to Europe other than
the sale of the house.

a) Assume that Tim is a pessimist and his reference point is based on presumption that he will
sell the house for $1 million. Thus, he will see it as a gain of x — 1 if he obtains a price x higher
than $1 million. What price x would Tim ask for?

b) Now assume that Tim is an optimist and his reference point is based on presumption that he
will sell the house for $2 million. Thus, he will see any price x below $2 million as a loss of 2 —
X. What price x would Tim ask for?

c) Is there a difference between the optimal prices in questions 1 and 2? If not, try to explain why
not. If yes, tell which one is higher and explain intuitively why the prices are different.

9. G is a 50-50 win $1000 lose $550 gamble. Consider an agent with a non-decreasing probability

weighting function 7 (p) and with the following prospect theory value function: V(x) =x for x > 0
or V(x) =2.5x for x < 0.

a) What will this agent choose among: (i) do not participate, (ii) play G one time, (iii) play G two
times with a single payment done at the end by adding up the two results.

b) What will he do if he has also the extra option: (iv) play G one time, see the result and have the
option of playing it a second time. A single payment is done at the end.

c). Give an example of a situation:

(1) where people will aggregate the risks and take their decision based on the final outcome,



(i) where they will do the opposite.

10. Comment, using ideas from this course (but not necessarily restricted to prospect theory
ideas). What kinds of models of consumer behavior might be able to explain the existence of
national sure lotteries (with a 100% chance of winning at least something)?



