MASUDEM

COURSE OUTLINE
Name of course Behavioral Economics for Sustainable Development
Lector e-mail:
Seminar Instructor e-mail:
Topic 1 - Foundations of Behavioral Economics (Introduction and | Lecture, Seminar,
Overview) hours hours
Week v Hi_sto_ry and Evolutiqn of Behavior.al Economics _ _
1 v Principles of Behavioral Economics: Bounded Rationality,
Bounded Self-interest, and Bounded Willpower 2 2
v Economic Decision Making: Heuristics and Biases
v System 1 and System 2: Thinking Fast and Slow
Topic 2 - Expected Utility Theory and Prospect Theory Lecture, Seminar,
hours hours
v"Introduction to Expected Utility Theory (definition,
historical background, and the fundamental concepts of
EUT as a decision-making model.)
v Exploration of the key assumptions underlying EUT
(completeness, transitivity, independence, and continuity).
v Use of EUT in various contexts (finance, insurance, and
Week risk management).
2 v" The criticisms and limitations of EUT. ) )
v Introduction to Prospect Theory (Definition, origins, and
the development of Prospect Theory as an alternative to
EUT).
v' Key Concepts of Prospect Theory (reference dependence,
loss aversion, and probability weighting).
v Applications of Prospect Theory: Exploring real-world
applications in economics, finance, and policymaking.
v Contrasting Prospect Theory with EUT.
Topic 3 - Nudge Theory and Choice Architecture Lecture, Seminar,
hours hours
Week v" Nudge Theory: Influencing Choice without Restricting
3 Options ) ’
v Designing and Implementing Nudges
v Case Studies: Nudges in Public Policy
Topic 4 - Heuristics and Behavioral Biases Lecture, Seminar,
hours hours
v"Introduction to Heuristics. Exploration of the concept of
heuristics as mental shortcuts used in decision-making, an
overview of common heuristics like availability,
representativeness, and anchoring.
v Understanding Biases. Examination of biases that arise
Week from relying on heuristics, leading to systematic errors in
4 judgment and decision-making (e.g, confirmation bias, ’ ’
hindsight bias, and overconfidence).
v Real-World Applications and Impact. How heuristics and
biases influence decisions in various domains (economics,
finance, healthcare, and policy-making).
v Critical Evaluation and Debates. The critiques and debates
surrounding the use of heuristics and biases in behavioral
economics, strengths, limitations, and the ongoing research.
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Topic 5 - Intertemporal Choice Lecture, Seminar,
hours hours

v' Time Preferences and Discounting, how individuals value
rewards at different points in time.

Week v' Exponential Discounting.

v Applications of Intertemporal Choice in Policy and 2 2
Personal Decision Making (application to such areas as
savings, investment, consumption, and environmental

policy).

Topic 6 - Behavioral Game Theory

Week v Understanding Game Theory from a Behavioral Perspective
v Cooperation, Fairness and Reciprocity
v’ Case Studies: Applying Behavioral Game Theory in Real- 2 2
world Contexts
v Applications: Endowment Effect and Behavioral Finance

Topic 7 - Behavioral Economics in Policy Design

Week v Role of Behavioral Economics in Public Policy
7 v" Designing Policies with Behavioral Insights
v' Case Studies: Behavioral Economics in Environment,
Health, and Public Finance Policies

Topic 8 - Behavioral Economics and Environmental Decisions

Week v Cognitive Biases and Environmental Decisions
v" Behavior-based Policies for Environmental Protection
v" Case Studies: Behavioral Interventions in Environmental 2 2
Policy
v Application: Procrastination

Topic 9 - Behavioral Economics and Social Norms

Hbtels v"Influence of Social Norms on Economic Behavior
v Harnessing Social Norms for Sustainable Outcomes 2 2
v’ Case Studies: Social Norms and Public Policy

Topic 10 - Global Perspectives in Behavioral Economics

v Behavioral Economics in Different Cultural and National
Contexts -behavioral economics from a global standpoint,
how different societies and cultures may influence and be
influenced by behavioral economics principles.

v Global Case Studies - international case studies where
behavioral economics has been applied, such as public
policy in the UK (BIT), healthcare in the US, saving 2 2
schemes in Africa, environmental policies in the European
Union, and others.

v" Global Trends and Future Directions - ongoing trends in
behavioral economics across the globe, future directions of
behavioral economics in response to the increasingly global
nature of many economic and sustainability challenges.

Week
10

Topic 11 - Fairness and Social Preferences and Happiness

v Behavioral Economics of Fairness and Social Preferences.
Week Fairness and social preferences through the lens of

11 behavioral economics, how individuals make economic 2 2
decisions influenced by concerns for equity, altruism, and

reciprocity.
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v Happiness in Behavioral Economics. The concept of
happiness within the framework of behavioral economics,
how subjective well-being interacts with economic choices,
consumption patterns, and overall life satisfaction.

v"Interconnection of Fairness, Social Preferences, and
Happiness. The relationship between fairness, social
preferences, and happiness within the context of behavioral
economics.

v Behavioral Economic Applications and Policy Implications.
How the behavioral economic principles of fairness, social
preferences, and happiness can be applied to shape policies,
corporate strategies, and community interventions, insights
from empirical research and real-world case studies.

Week
12

Topic 12 - Final Project

v"Identifying a Behavioral Economics Problem related to
sustainable development in Thailand or Indonesia

v Designing a behavioral intervention to address the problem

v Creating a proposal and presentation for the intervention
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ASSESSMENT CRITERIA
Weekly Assignments Maximum 15 points
Midterm Exam Maximum 20 points
Final Project Maximum 40 points
Class Participation Maximum 15 points
SEPTEMBER 2023
ANETTA CAPLANOVA
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