No Excel Workbook

Behavioral Economics Answers

1) Suppose a New Game was created with the following parameters:

The delay for A is 1 + 0.4*Proportion of A choices in the last ten choices.

The delay for B is 6 - 0.2*Proportion of A choices in the last ten choices.

Draw a graph like Figure 1.8.3 (without the dots) and explain your solid and dashed lines.
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The dashed line is the delay for choice A. It starts at a 1 second delay and rises as the proportion of A choices in the last ten choices goes up.  If the last ten choices are A, you have to wait 5 seconds.
The solid line is the delay for choice B. It starts at 6 seconds (on the right y axis because this is the first choice of B) and goes down as more B choices are made.  If the last ten choices are B, you only wait 4 seconds when you choose B.

2) Click the New Game button above and practice in the New Game sheet.

In what way does the game reflect the new parameters?

Well, when you first click A you hardly wait at all!  But then A makes you wait longer and longer.  It’s hard to tell much of a difference with B.  

3) Will melioration be stronger in this game than in the original game (in the text and in the Choice Game sheet)? Explain why or why not, defining the concept of melioration in your answer. 

Melioration is stronger in this game than in the original once you have chosen B 10 times in a row.  Now the temptation to choose A and get a short-run decrease in the wait time (the definition of melioration) is quite strong because your delay when choosing A is a mere 1 second. You have a stronger incentive to break down (and not exercise today or brush your teeth this one time (so you say), for example) than in the original game where the savings was always 2 seconds.
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