SYLLABUS
Course: ECON 416. Behavioral Economics. 3 Credits.

Course Description:

This course covers alternatives to the standard rational choice model featured in ECON 410. Four themes of
choice are the pillars of the course: choice under certainty (e.g. menu and endowment effects), choice under
uncertainty (e.g. prospect theory), intertemporal choice (e.g. hyperbolic preferences), and strategic choices (e.g.,

social preferences, envy, altruism).

Target audience: This course is aimed at anyone who completed ECON 410. Besides economics majors, this course is a great fit

for psychology and business majors.
Requisites: Prerequisite, ECON 410 with a grade of C or better.

Grading status: Letter grade.
Class Schedule:
TuTh 2:00 pm - 3:15 pm

Instructor: Gardner Hall, Rm 1 309

Sérgio O. Parreiras

Gardner Hall, 200B Office Hours (OH):
sergiop@unc.edu, over ZOOM on Mon: 1 pm—2 pm,

Wed: 1 pm-2 pm,
by Sakai appt.

Communication:

The Sakai website is our primary main of communication. All assignments, readings, grades, podcast links, other resources, etc...
will be posted on Sakai. Please, use Sakai > Messages instead of regular email; Sakai >Sign-up to schedule a meeting. The
sign-up opens seven days before and closes 24 hours before respective OH. Do not hesitate to send a Sakai message to schedule

meetings outside regular OH if your schedule conflicts with the regular OH.
Prerequisites: Requisites: Prerequisite, ECON 410 with a grade of C or better.

Required Textbook:
“A Course in Behavioral Economics” by Erik Anger, any edition (CBE, hereafter)

Supplementary References:

Sapolsky, Robert M. Behave: The biology of humans at our best and worst. Penguin, 2017.

Camerer, Colin F. Behavioral game theory. Princeton University Press, 2011.

Learning Objectives:

Identify failures of the standard rational choice model in predicting real-life behavior. Being able to use behavioral models

understanding their advantages and limitations vis-a-vis the standard model.

Class Structure: First, we start with a quick review of the standard economic theory approach to a given topic. Second, we discuss
data that conflicts with the predictions of the standard model. Third, we introduce alternative behavioral models. Finally, we

address the limitations of the behavioral models.

Software:
Mathematica, which can be ordered free of any charges at https://software.unc.edu.

No prior knowledge of Mathematica is required for one to succeed in this course.

Evaluation:
Course grade weights: midterms (40%), problem sets & quizzes (20%), final exam (35%), active participation (5%).


https://software.unc.edu

Exam dates:
September 13th (first midterm), October 18th (second midterm), Final examination (December 6th)

Class environment:

During this course, we may employ additional material from podcasts, video, or literature to discuss behavioral economics
related issues. Sometimes, you may find the political or religious views; or the profanity contained in the additional material
offensive or objectionable and, you may feel uncomfortable. I will not endorse or advocate any particular political views but as
part of your university education, it is important you engage in critical thinking and also respect different opinions expressed
by your classmates. Our classroom will be an inclusive environment. Your participation is critical for the success of this course.

You will be expected to read the assigned readings and, be prepared to discuss them in the classroom.

POLICIES AND PROCEDURES

Syllabus Changes: I reserve the right to make changes to the syllabus including project due dates and test dates. These
changes will be announced as early as possible.

Optional Mask Use Statement: UNC-Chapel Hill is committed to the well-being of our community — not just physically,
but emotionally. The indoor mask requirement was lifted for most of campus on March 7, 2022. If you feel more
comfortable wearing a mask, you are free to do so. There are many reasons why a person may decide to continue to
wear a mask, and we respect that choice.

Communication: Please, use Sakai to send me messages instead of regular email. All assignments should be submitted
on Sakai. You will receive notifications for those classes in which Mathematica is required.

Honor Code: All students are expected to follow the guidelines of the UNC honor code. In particular, students are
expected to refrain from “lying, cheating, or stealing” in the academic context. If you are unsure about which actions
violate the honor code, please see me or consult https://catalog.unc.edu/policies-procedures/honor-code/.

Exams and grades:

If you are eligible to take exams with Accessibility Resources and Service. Please schedule your exam using their hub,
https://ars.unc.edu/, and please notify me as soon as possible.

Any final-exam rescheduling request, for those with more than three final exams within a 24 hours period, must be
received no later than our first midterm.

Exam grades are converted into scores (“curved”) accordingly to the formula: original grade plus 100 minus the maximum
between the top class grade and 50. Assignments or problem sets are not “curved”. The final course grade is computed

accordingly to the following scheme:

letter grade | minimum score letter grade | minimum score
A 95 C+ 77
A- 90 C 73
B+ 87 C- 70
B 83 D+ 67
B- 80 D 63

Attendance Policy: University Policy: As stated in the University’s Class Attendance Policy, no right or privilege exists
that permits a student to be absent from any class meetings, except for these University Approved Absences: 1.)
Authorized University activities; 2) Disability/religious observance/pregnancy, as required by law and approved by
Accessibility Resources and Service and/or the Equal Opportunity and Compliance Office (EOC). 3) Significant health
condition and/or personal/family emergency as approved by the Office of the Dean of Students, Gender Violence Service
Coordinators, and/or the Equal Opportunity and Compliance Office (EOC).

Counseling and Psychological Services: UNC-Chapel Hill is strongly committed to addressing the mental health needs
of a diverse student body. The Heels Care Network website is a place to access the many mental resources at Carolina.
CAPS is the primary mental health provider for students, offering timely access to consultation and connection to
clinically appropriate services. Go to their website https://caps.unc.edu/ or visit their facilities on the third floor of the
Campus Health building for an initial evaluation to learn more. Students can also call CAPS 24/7 at 919-966-3658 for

immediate assistance.


https://catalog.unc.edu/policies-procedures/honor-code/
https://ars.unc.edu/

Title IX Resources: Any student who is impacted by discrimination, harassment, interpersonal (relationship) violence,
sexual violence, sexual exploitation, or stalking is encouraged to seek resources on campus or in the community. Reports
can be made online to the EOC at https://eoc.unc.edu/report-an-incident/. Please contact the University’s Title IX
Coordinator (Elizabeth Hall, titleixcoordinator@unc.edu), Report and Response Coordinators in the Equal Opportunity
and Compliance Office (reportandresponse@unc.edu), Counseling and Psychological Services (confidential), or the Gender
Violence Services Coordinators (gvsc@unc.edu; confidential) to discuss your specific needs. Additional resources are
available at safe.unc.edu.

Policy on Non-Discrimination: The University is committed to providing an inclusive and welcoming environment for
all members of our community and to ensuring that educational and employment decisions are based on individuals’
abilities and qualifications. Consistent with this principle and applicable laws, the University’s Policy Statement on
Non-Discrimination offers access to its educational programs and activities as well as employment terms and conditions
without respect to race, color, gender, national origin, age, religion, genetic information, disability, veteran’s status, sexual
orientation, gender identity or gender expression. Such a policy ensures that only relevant factors are considered and
that equitable and consistent standards of conduct and performance are applied. If you are experiencing harassment or
discrimination, you can seek assistance and file a report through the Report and Response Coordinators (see contact info
at safe.unc.edu) or the Equal Opportunity and Compliance Office, or online to the EOC at https://eoc.unc.edu/report-
an-incident/.

Diversity Statement: I value the perspectives of individuals from all backgrounds reflecting the diversity of our students.
I broadly define diversity to include race, gender identity, national origin, ethnicity, religion, social class, age, sexual
orientation, political background, and physical and learning ability. I strive to make this classroom an inclusive space
for all students. Please let me know if there is anything I can do to improve. I appreciate suggestions.

Undergraduate Testing Center: The College of Arts and Sciences provides a secure, proctored environment in which
exams can be taken. The center works with instructors to proctor exams for their undergraduate students who are not
registered with ARS and who do not need testing accommodations as provided by ARS. In other words, the Center
provides a proctored testing environment for students who are unable to take an exam at the normally scheduled time
(with pre-arrangement by your instructor). For more information, visit http://testingcenter.web.unc.edu/.

Grade Appeal Process : If you feel you have been awarded an incorrect grade, please discuss with me. If we cannot
resolve the issue, you may talk to our departmental director of undergraduate studies or appeal the grade through a
formal university process based on arithmetic/clerical error, arbitrariness, discrimination, harassment, or personal malice.

To learn more, go to the Academic Advising Program website.



TENTATIVE COVERAGE
Abbreviations:
Behavioral Economics (BE); Problem set (PS); Quizz (QZ); To be announced (TBA)
Angner, E., 2020. A course in behavioral economics (page numbering accordingly to the 2nd edition). (CBE)
Sapolsky, Robert M., 2017. Behave: The biology of humans at our best and worst. (BH)
Kagel et alia, 1981. Demand curves for animal consumers. QJFE, 96(1), pp.1-15. (K81)
Készegi, B. and Rabin, M., 2006. A model of reference-dependent preferences. QJE, 121(4), pp.1133-1165. (KR06)
Thaler, R.H., 1999. Mental accounting matters. JBDM, 12(3), pp.183-206. (T99)
Kahneman, D. and Tversky, A., 1979. Prospect Theory, Econometrica, 47(2), pp.263-292. (KT79)
Kahneman et.al., 1991. The endowment effect, loss aversion, and status quo bias, JEL, 5(1), pp.193-206.
Chen et.al., 2006. How basic are behavioral biases? JPE, 114(3), pp.517-537. (CLS06)
Simmons et.al., 2011. False-Positive Psychology, PS, pp.1359-1366. (SNS11)

Tuesday

Thursday

Week 1: Introduction to BE
and choice under certainty,
CBE pp. 1-33.

8/16: Syllabus, Thaler’s no-
bel lecture.

8/17: PS 0 due. Preferences
and utility.

Week 2: Choice under cer-
tainty: rational choice

8/23: revealed preferences,
PS 1 due.

8/25: QZ 01 (preferences and
revealed preferences), K81.

Week 3: Choice under cer-
tainty: behavioral choice,
CBE pp. 34-68.

8/30: opportunity and sunk
costs, menu dependence, de-
coy effect.

9/1: Loss aversion and the
endowment effect, KR06, PS
2 due.

Week 4: Brain biology, BH
pp. 31-76.

9/6: Well-being Day,
no classes.

9/8: The amygdala, the
frontal cortex, and the
dopamine reward system.

Week 5: Probability judge-
ment: CBE pp. 75-93.

9/13: Midterm 1

9/15: probability theory re-
view.

Week 6: Judgement under
Risk and Uncertainty: CBE,
pp. 94-120

9/20: gambler’s fallacy, con-
juction and disjunciton falla-
cies, QZ 02 (Bayes’ rule).

9/22: base rate neglect and
confirmation bias

Week 7: Rational Choice
under Uncertainty, CBE 129-
149.

9/27: Expected utility the-
ory.

9/29: Risk aversion, PS 3
due.




Tuesday

Thursday

Week 8: Decision-
Making under Uncer-
tainty, CBE pp. 153-

10/4: Framing effects,
mental accounting,
T99.

10/6: Choice para-
doxes, Prospect theory,
KT79, PS 4 due.

7<§)ek 9: Review and

additional readings

10/11: KKT91 and
CLS06

10/13: SNS11, and PS
5 due.

Week 10

10/18: Midterm 2

10/20
Fall break
no classes

Week 11: Intertempo-
ral choice: discounted

util. CBE pp. 181-194.

10/25: Discounted util-
ity, a consumption-
saving problem.

10/27: Recursive for-
mulation, additional
problems.

Week 12: Behavioral
intertemporal choice:
CBE pp. 195-220.

11/1: Hyberbolic dis-
counting, PS 6 due.

11/3: TBA

Week 13: Game The-
ory, CBE pp. 221-238

11/8: Strategic games,
Nash equilibrium, PS 7
due.

11/10: Extensive
games and Subgame
perfect Nash eq.

Week 14: Behavioral |11/15: PS 8 due 11/17: TBA

Game Theory, CBE

pp- 239-256

Week 15: TBA 11/22: TBA 11/25
Thanksgiving break
no classes

Week 16: TBA 11/29

PS 9 due, last class.

12/6, noon
Final Examination




