BEHAVIORAL ECONOMICS
Lecturing/Exercises – 45 hours
WHY BEHAVIORAL ECONOMICS AT ZSEM?
The primary goal of this course is an introduction to the insights gained from incorporating psychology into economic
modeling. Behavioral economics is one of the fastest growing scientific fields and field of practice. This interdisciplinary field
is a combination of concepts derived from microeconomics, social & cognitive psychology, behavioral decision research,
consumer research, neuroeconomics, experimental economics etc. Its main focus is on the question “How do people make
decisions”. Some of the more specific questions include: How do real people execute decisions to quit smoking, commit to a
relationship or save for retirement? How do they cope with risk and uncertainty? How do they weigh the present against
the future? How do people perceive money and use it? Do people know what made us happy in the past and what will
make us happy in the future? Do we know what made us happy in the past and what will make us happy in the future? How
can brain imaging reveal in-depth comprehension of brain processes relevant to decision making? Why we fail on “Mondays”
to start dieting or exercising? …
Besides theoretical insight in this discipline, students will be presented with practical knowledge on how to manage the
choice architecture, generate successful business strategies and to improve their own decision-making. Knowledge of these
issues can be a significant source of competitive advantage, because they are unknown to most managers and are not
taught in most undergraduate and MBA programs.

TOPICS
Overview, Judgment & decision making
1 Failures of the "Rational Man" Paradigm
2 System1 & System2, Heuristics
3 Prospect theory
4 Reference Dependence, Loss Aversion
5 Frames, Mental accounting
6 Happiness
7 Time Inconsistency, Self-Control
8 Overconfidence, Optimism, Magical Thinking
9 Identity
10 Neuromarketing
11 Game theory, fairness, altruism, shame
12 Behavioral finance
13 Libertarian paternalism and public policy

ELEMENTS OF GRADE
In accordance to course structure, the class grade consists of:
Paper analysis & presentation 50 points
Attendance 30 points
Take-home exam 20 points
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