NEW ECONOMIC SCHOOL
Master of Arts in Economics

BEHAVIORAL ECONOMICS

1 module, 2021/2022 academic year

Evgeny Yakovlev

NES
eyakovlev@nes.ru

Course information

Course Website: TBA

Instructor’s Office Hours: by appointment
Class Time: TBA

Room Number: TBA

TAs: TBA

Course description

This course covers main topics -both theoretical and empirical- of behavioral economics. The primary
focus will be on the use of behavioral economics models to explain real life phenomena. It consists
from 14 lectures and 6 seminars.

Course requirements, grading, and attendance policies

Prerequisites: Micro 1-5, Econometrics 1-2.
Final grade is based on two problem sets, referee report on academic paper and written final exam.
Make up will be hold in written form too.

Course contents

The course will cover several models of behavioral economics, such as reference dependent utilities,
different types of reference points, time inconsistency, projection bias, incorrect beliefs etc.

Description of course methodology

Every class will be accompanied with lecture notes. Problem sets will consist with mainly theoretical
questions.
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Sample tasks for course evaluation

TASK 1

bpates [lets, Banst u Anapeii XxoasT B KHHO 10 ¢cyo00oTaM. Y HUX €CTh JICHBI'Y TOJIBKO Ha 4 ¢huabMa u3
ISTH KOTOPBIE TIOKA3BIBAIOT B TOM Mecsle (TaK YK MOIYYHUIOCh YTO B 3TOM MECSIIE ATk cy000T). Y
HHX OJIMHAKOBBIE ITOJIE3HOCTH OT (PUIIEMOB KOTOPBIE IIPE/ICTAaBIIEHBI B TabauLe. Bee nmerot
nonesnoctd Ut = Ui+ B Y (0.9999 ) ' U t+i .

ITets time consistent, Baus sophisticated time inconsistent ( B = p* =1/2 ) u Auzpeii naive time
inconsistent (B =1/2, B * =1).

B pemennn moxere 3amenats 6 =0.9999 na § =1 korza 370 He MPUHIMITUAIBHO.

[Tone3HoCTH OT TOXOJI0B B KHHO CIICAYIOIINE
1s1 cy66oTa 3
25 cy60ota 3

3s cyb6ota 5
45 cy066oTa 8
55 cy66ota 13

a) B kaxoii nens llers He noiaeT B KUHO?
b) B kakoii nens Bans He moiiger B KUHO?
¢) B xakoii nenp AHzpelt He MoWIeT B KUHO?

TASK 2

Ounst uzeT noKynarh Ha phiHOK Ty(uin. OHa 0KUIAeT YTO Ha PhIHKE BO3MOKHBI ABe 1eHbl ( p_I| =4, p_h
=10 ), BepositHocTh Pr( p= p_h )=0.5 . Onuna nonesnocts U( c1,c2;rl,r2 )=vcl+n( v( cl-rl) )-c2+n(
r2- c2 ) .3nmech cl tydaum (1 ecnm kynuna, 0 ecau Her) , ¢2 aenbru. Gain-1oss monesnocts N(X)=X for
x>0 and n(x)= A x for x<0 . LlernocTh Ty(ens V paBHa 12 .

Reference Points- ee oorcudanus OTHOCUTENBHO KOJMYECTBA JICHET KOTOPBIC OH MOTPATHUT U TY(Pelh
KOTOpPBIE OHA KYIIUT.

a) [Tycts loss aversion A =1 . Kak ce6s 6yzaet Bectu Oust Korjia npuaeT Ha PbIHOK?

Hanee mycts A =2 .

b) Onuiure camonogepxuBaromire (paBHOBeCHbIE) cTpareriu Ou.

Course materials

Required textbooks and materials

Key literature:
Lecture Slides
Lecture notes
Papers

Kahneman and Tversky, eds., Choices, Values, and Frames, 2000

Rabin, Matthew, ‘‘Psychology and Economics’” JEL 1998

Camerer, Loewenstein, and Rabin, eds. 2003, ‘“Advances in Behavioral Economics’” **
Stefano DellaVigna: ‘‘Psychology and Economics: Evidence from the Field’’, JEL 2009
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Plus

Rabin, Matthew. (2013): “An Approach to Incorporating Psychology into Economics.” American Economic
Review Papers and Proceedings, 103(3): 617-622.
Rabin, Matthew. (2013): “Incorporating Limited Rationality into Economics,” Journal of Economic Literature,
51(2): 528-543
Chetty, Raj (2015), “Behavioral Economics and Public Policy: A Pragmatic Perspective,” Richard T. Ely
Lecture, American Economic Review: Papers & Proceedings 2015, 105(5): 1-33.

Koszegi, B. (2006): “Emotional Agency,” Quarterly Journal of Economics, 121(1): 121-155.
Koszegi, B. and M. Rabin. (2006): “A Model of Reference-Dependent Preferences,” Quarterly Journal of
Economics, 121(4), 1133-1166.

Koszegi, B. and M. Rabin. (2007): “Reference-Dependent Risk Preferences,” American Economic Review,
97(4), 1047-1073.

Charness, G. and Rabin, M. (2002): “Understanding Social Preferences with Simple Tests,” Quarterly Journal
of Economics, 117 (3): 817-8609.

Dana, J., R. Weber, and J. Kuang. (2007): “Exploiting moral wriggle room: experiments demonstrating an
illusory preference for fairness.” Economic Theory, 33, 67-80.

Gul, F. and W. Pesendorfer (2001): “Temptation and Self-Control,” Econometrica
Rabin, Matthew and Georg Weizsicker. (2009): “Narrow Bracketing and Dominated Choices,” American
Economic Review, 99 (4): 1508-1543.
Frederick, S., Loewenstein, G. and O’Donoghue, T. (2002), “Time discounting and time preference: A critical
review,” Journal of Economic Literature, 40 (2): 351-401.
O’Donoghue, Ted and M. Rabin. (1999): “Doing it now or later.” American Economic Review, 89(1), 103-124.
O’Donoghue, T. and M. Rabin. (2001): “Choice and Procrastination,” Quarterly Journal of Economics, 116(1),
121-160.

Academic integrity policy

Cheating, plagiarism, and any other violations of academic ethics at NES are not tolerated.

DETAILED PLAN
| follow Mattew Rabin (Clark medal laureate) lectures and plan

Lecture 1. Reference dependent Utility

Review of works of Nobel Prize winner: R. Thailer
Short introduction to the course

Lecture 2. Reference dependent Utility

Introduction to belief-based preferences

Anticipatory utility and ego utility

Belief-based preferences and personal equilibrium
Introduction to Reference dependence and Prospect Theory

Lecture 3. Reference dependent Utility
Reference-dependent risk attitudes
Reference-dependence: expectations as the reference point

Lecture 4. Reference dependent Utility
Reference dependence and news utility
Introduction to social preferences, and distributional social preferences
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Lecture 5
Reciprocal preferences, self-image, social image
Choice-set-dependent preferences

Lecture 6
Focusing and bracketing effects
Context effects and choice-set-dependent distortions

Lecture 7 . Time inconsistency

Introduction to mispredicting preferences

Misprediction of future utility: principles and evidence
Misprediction of future utility: modeling and applications

Lecture 8: Time inconsistency
Principles of present-biased preferences and procrastination
Introduction to biases in judgment and quasi-Bayesian models

Lecture 9
Sampling biases

Lecture 10:
Problems and challenges in non-Bayesian models
Introduction to social inference and non-inference

Lecture 11-Lecture 14. Evidence from the Field.

Empirical papers on behavioral economics.

Literature

Stefano DellaVigna: ‘‘Psychology and Economics: Evidence from the Field’’, JEL 2009



