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1 Course Objective

The course demonstrates how insights of behavioral economics can be utilized by managers and policy

makers to address important decisions confronting a firm, an organization, and a society. This course

introduces the basic concepts of Behavioral Economics. Loss aversion, prospect theory, present bias,

time-inconsistency, behavioral biases in information processing, nudge/choice architecture, behavioral

game theory and other important behavioral economic concepts will be taught and related real-world

cases will be discussed.

2 Course Intended Learning Outcomes

• Understand and be able to apply the core academic concepts of business functions required for

General Managers

• Integrate of functional knowledge concepts to make general management decisions

• Apply Western management expertise to Greater China

• Develop strong verbal and written communication skills

• Effectively work as member of cross-cultural teams

• Ability to define, analyze, and solve complex problems

• Responsible Leadership

3 Prerequisite

There is no prerequisite requirement.

4 Required Readings

1. “Behavioral Insights and Public Policy: Lessons from Around the World,” OECD Report (2017)

2. “Behavioral Economics Guide 2020” (with an Introduction by Colin Camerer), Alain Samson (Ed.)

(2020)



3. “Changing Behavior to Improve People’s Lives: A Practical Guide,” ideas 42© (2019)

• Lecture Note 2 (Loss Aversion)

1. Drip Pricing in e-commerce (OECD Report, pp. 82-85)

2. Increasing the Number of Organ Donors in the United Kingdom (OECD Report, pp. 262-264)

• Lecture Note 3 (Dynamic Inconsistency)

1. Making stickK Stick: The Business of Behavioral Economics (HBS CASE)

2. Hyperbolic Discounting: Why You Make Terrible Life Choices

https://www.nirandfar.com/hyperbolic-discounting-why-you-make-terrible-life-choices/

3. The Business Of Behavioral Economics (Forbes Magazine)

https://www.forbes.com/sites/hbsworkingknowledge/2014/08/11/the-business-of-behavioral-economics/

#68fe28065a6e

4. Applying Behavioral Science to Health and Financial Decisions: Five Case Studies on the

Impact of Framing on Real-World Decisions (BE Guide 2020, pp. 40-56)

• Lecture Note 4 (Information Processing)

1. Package Size Reduction (OECD Report, pp. 76-78)

2. Promoting Healthy Lifestyles Through a Computer-based HIV Risk Game (OECD Report,

pp. 252-255)

3. Simple Strategies for S.H.A.R.P.E.R Decision-Making in Groups (BE Guide 2020, pp. 16-25)

4. Momentum isn’t magic - vindicating the hot hand with the mathematics of streaks

https://theconversation.com/momentum-isnt-magic-vindicating-the-hot-hand-with-the-mathematics-of-streaks-74786

• Lecture Note 5 (Nudge and Choice Architecture)

1. Nudging Smokers Away From the Doors at CPH Airports (OECD Report, pp. 236-239)

2. Lowering Arrests in NYC: A Case Study in Behaviorally Designed Court Summonses (ideas 42©,

pp. 46-55)

3. Nudging Hospital Visitors’ Hand Hygiene Compliance (iNudgeyou, 2016)

4. Costly Behaviours: Using Behavioural Economics to Manage the Company Cost Base (BE

Guide 2020, pp. 80-90)

• Lecture Note 6 (Behavioral Game Theory)

1. A Nobel Prize for Game Theorists: The Contributions of Harsanyi, Nash and Selten (Faruk

Gul, Journal of Economic Perspectives, 1997)

https://www.nirandfar.com/hyperbolic-discounting-why-you-make-terrible-life-choices/
https://www.forbes.com/sites/hbsworkingknowledge/2014/08/11/the-business-of-behavioral-economics/#68fe28065a6e
https://www.forbes.com/sites/hbsworkingknowledge/2014/08/11/the-business-of-behavioral-economics/#68fe28065a6e
https://theconversation.com/momentum-isnt-magic-vindicating-the-hot-hand-with-the-mathematics-of-streaks-74786


5 Reference Books

1. Richard Thaler and Cass Sustein “Nudge,” 2009

2. Dan Ariely “Predictably Irrational,” 2009

3. Erik Angner “A Course in Behavioral Economics”

4. Colin F. Camerer “Behavioral Game Theory”

6 Course Requirement and Evaluation

• Evaluation (Pass/Fail) will be based upon class participation (50%) and the final report (50%).

• If you do not attend two or more classes without permission, you will fail the course.

• Final Report Theme “Be Your Own Choice Architecture”

1. Make your own Behavioral Insight Team (minimum 1 person, maximum 4 people)

2. Identify an original issue (in your office / classroom / team / family / company / school /

residential area / village / town / country / society, etc.). Explain why the issue(s) identified

is important.

3. Propose behavioral solutions and explain how your solutions can improve the welfare of the

society.

4. Write a report, minimum 3 pages, maximum 10 pages plus a separate front page (Due Date:

Sep. 30).

• Announcements, lecture slides, and supplementary materials will be updated onto the course web-

site. If a student finds difficulties in the course and has any concern about the course, it is his/her

benefit to contact me or the teaching assistant at the early stage.

7 Course Outline (tentative, subject to change.)

• Week 1: Overview and Loss Aversion

– Lecture Note 1: Behavioral Economics – An Overview

– Lecture Note 2: Loss Aversion

• Week 2: Present Bias, Time Inconsistency, and Information Processing

– Lecture Note 3: Present Bias and Time Inconsistency

– Lecture Note 4: Behavioral Biases in Information Processing

• Week 3: Nudge and Choice Architecture

– Lecture Note 5: Nudge and Choice Architecture



• Week 4: Behavioral Game Theory

– Lecture Note 6: Behavioral Game Theory

• Final Report by September 30

8 Learning Environment

Matured conduct in classroom is the requirement for this course. Distractive behaviors such as use of cell phone,

instant messaging and chatting are not tolerated. Violation of this rule will result in significant deduction of points

from student’s grade. Please refer to following website for the guideline for good learning environment:

http://www.ust.hk/vpaao/conduct/good_learning_experience.pps.

9 Academic Integrity Policy

Honesty and Integrity is central value in HKUST. Please be aware of the importance and maintain high standard

of honesty in the problem sets and examinations in this course. Familiarize yourself to the university rules and the

HKUST academic honor code by visiting following website:

http://www.ust.hk/vpaao/integrity/.
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