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Course Objectives:

Standard economic theory postulates that individual decisions are the product of perfectly
rational and purely self-interested agents. A substantial body of literature documents that
these assumptions are often inaccurate, and that individuals display systematic departures
from this paradigm. For example, agents face limitations in their ability to process all the
relevant information and they are sensitive to the way this information is framed; they
evaluate outcomes relative to a reference point and they sometimes take actions which are
not in their long-run interest; they tend to be more willing to contribute to public goods than
the standard paradigm suggests, and their behavior may be sensitive to others’ behavior.

In this course, we discuss some of the most active lines of research aimed at incorporating
these “biases” into alternative models of decision-making and strategic interactions. The
main goal is to introduce you to a set of theoretical models, but also to present and discuss
some evidence on individual departures from the standard economic paradigm and
examine how these behaviors affect strategic and market interactions and may inform
policy design.

The course is intended to stimulate critical thinking about the fundamental building blocks
of economic theory and provide some avenues to enrich them. Our ultimate goal is to
introduce participants to a set of questions and tools to enable them to start their own
journey into economics research, be it in behavioral economics or in another field.




The course is structured into three parts:

(1) Non-standard preferences, beliefs, and decision-making (7.5hrs, Maximilian Muller):
In this part of the course, we will first cover the theoretical and empirical literature
on reference-dependence and present bias, two core concepts of non-standard
preferences in behavioral economics, as well as some of their applications beyond
behavioral economics. The rest of this part of the course will be dedicated to non-
standard beliefs and non-standard decision-making and, time allowing, to
providing an overview of other active strands of research in behavioral economics.
The goal of this part of the course is to a) familiarize students with core concepts
in theoretical and empirical research in behavioral economics as well as with the
dialogue between the two and to b) introduce them to some current topics at the
research frontier of behavioral economics.

(2) Non-standard preferences and policy implications (12hrs, Ingela Alger):
In this part of the course, we will focus on preferences governing behavior in social
interactions. A host of theories other than the standard Homo oeconomicus
preferences have been proposed, and we will examine the most important ones.
We will also study several papers that seek to test these theories using economic
experiments. Possible policy implications of the findings will also be discussed.

(8) Preference Evolution (7.5hrs, Ingela Alger): This part of the course will cover both
the basics of evolutionary game theory as well as recent advances in the theory on
the evolutionary foundations of preferences. The goal is to reach an understanding
of how various factors in our evolutionary past may have shaped the preferences
that guide human behavior in strategic interactions today.

Prerequisites :

None beyond the M2 ETE core courses.

Practical information about the sessions:

Students are expected to have read the assigned papers before class and actively
participate in class discussions.

Grading system :

Evaluation will be based on class patrticipation (25% of the overall grade), two written
research project outlines (50% of the overall grade) and the oral presentation of one of the
projects (25% of the overall grade).

A research project outline should contain:

o A clearly defined research question

o A motivation for why the question is worth investigating

o A description of the proposed method (theoretical model, experiment, etc)
and a justification for this choice

o A brief summary of the most relevant existing papers

o A concise description of the anticipated contribution as compared to the
these papers




e Constraints: maximum of 5 pages of typed text (including references)
e For the presentation, pick one of the projects.
e The two project outlines have to be submitted by April 22nd
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Session planning :

Non-standard preferences, beliefs, and decision-making: Maximilian Muller (7.5 hours)
Preferences governing behavior in social interactions: Ingela Alger (12 hours)
Preference Evolution: Ingela Alger (7.5 hours)

Project presentations (3 hours)

Distance learning :

If the sanitary situation requires it, lectures will be held on zoom.




