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Introduction 

There has been recently a surge of interest in bounded rationality in economics. This 
follows both from a tradition within the field as well as research at the crossroads of 
psychology and economics with experimental evidence being included increasingly. The 
course will cover cognitive constraints of individuals and firms (as in Simon’s work), 
situations were agents follow exogenously specified rules of thumb, and situations where 
people depart from self-interested rationality in different ways.  
 
 

Objectives  
 
The aim of the course is to provide a primer on this fast developing field at the intersection 
between behavioral economics and microeconomics, drawing from industrial 
organization, psychology, experimental economics, organization theory, and decision and 
game theory. The consequences for firm's strategy and public regulation will be 
examined.  The content of the course can be applied to Marketing, Finance, General 
Management, Operations, and, indeed, Economics and Strategy. 
 
 

Learning Outcomes  
 
To master the concepts developed in the course material in such a way that independent 
research can be carried out. 

 
 
Competences  
 
General Competences (refer to list of general competences in the MRM)  
 

- Conduct a critical analysis, evaluation and synthesis of new and complex ideas 
with the objective to produce general principles applicable to business situations. 

- Use appropriate tools and techniques for problem solving, correction contrasting 
and decision validation. 

- Demonstrate knowledge and understanding that provide a basis or opportunity for 
originality in developing and / or application of ideas, often related to a research 
context.  

- Students must be capable to apply their knowledge and their ability to solve 
problems in new or unfamiliar environments within broader (or multidisciplinary) 
contexts related to their field of study. 

- Students should be able to communicate clearly and concisely their conclusions, 
underlying knowledge and reasons to a specialized and non-specialized audience. 

- Students should possess the learning outcomes that enable them to continue 
studying in a way that will be largely self-directed or autonomous. 
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Specific Competences 

- Knowledge of and ability to use the tools of economic analysis and the classical 

theory of markets in the analysis of organizations. 

- Publicly present ideas, procedures or research reports to advise people and 

organizations. 

- Capability to apply game theories to the analysis of conflict situations of 

organizations and market related. 

 
 

Content  
 
We will consider contexts were non-standard decision making by consumers might affect 
market outcomes while firms are rational and aim to maximize their profits, and the 
potential regulatory consequences to avoid the exploitation of consumers, as well as 
instances where firms depart from profit maximization (because they are content 
“satisficing”, imitating, care about fairness, are overoptimistic, or managers are subject to 
relative performance rewards).  
 
 

Methodology  

The course will be conducted in the doctoral seminar style in 16 sessions. 
 

 
Evaluation  
 
The measuring of the learning outcomes and the grading of the course for the students 
will be according to the class presentations. 
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Course Outline & Bibliography  

# Topic 
 

1 & 2 
 
 

Introduction to Behavioral Economics  
General Introduction to Behavioral Economics  
Readings:  
 Thaler (2015) – Chapter 1 

 Gneezy & Rey-Biel (2014)  

 Gneezy, Meier & Rey-Biel (2011) 
Other: 

 Camerer (2003, 2006) 

 Roth (1995) 
 
Guest lecturer: Pedro Rey 
 

3  
 

Gender differences in preferences and their implications 
Do men and women show different risk preferences and confidence?  
Readings:  

 Corson & Gneezy (2009) 
Do these differences matter?  
 
In depth discussion of: 

 Iriberri & Rey-Biel (forthcoming) 
  
Guest lecturer: Nagore Iriberri 
 

4 
 

Gender differences in peer recognition 
Gender differences in labor market outcomes 
Readings:  

 Bertrand (2018) 

 Goldin (2014) 
Are contributions by male and female scholars equally recognized?  
 
In depth discussion of: 

 Card, DellaVigna, Funk & Iriberri (2020) 
  
Guest lecturer: Nagore Iriberri 
 

5  Social preferences, motivation and cooperation 
Readings:  

 Charness & Rabin (2002) 
 
Guest lecturer: Jordi Brandts 
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6 Coordination, communication and other organizational issues  
Readings:  

 Brandts, Cooper & Weber (2015) 
 
Guest lecturer: Jordi Brandts 
 

7 Auctions 
Readings:  

 Royal Swedish Academy of Sciences (2020), “Improvements to auction 
theory and inventions of new auction formats”. 

 Royal Swedish Academy of Sciences (2020), “The quest for the perfect 
auction” 

 Vives (2010) 
 
Lecturer: Xavier Vives 
 

8 
 

Correlation neglect 
Supply Functions. Analytical model & experiment. 
Readings:  

 Bayona, Brandts & Vives (2020) 

 Vives (2010) 
 
Lecturer: Xavier Vives 
 

9 Costly price interpretation 
Reading:  

 Mondria, Vives & Yang (forth.) 
 

Lecturer: Xavier Vives 
 

10 
 

Financial contagion, wealth effects and imitation  
Readings:  

 Bayona & Peia (2020) 
 
Guest lecturer: Anna Bayona 
  

11 Price discrimination and consumer protection 
Consumer protection. Incentives. 
Reading:  

 Armstrong & Vickers (2012, 2019) 
 
Presenter: Zhiqiang Ye 
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12 
 

Time Preferences and Overconfidence 
Consumers & menu of contracts. 
Reading:  

 DellaVigna & Malmendier (2006) 
 
Presenter: Student 1 
 

13 
 

Overconfident Consumers  
Reading:  

 Grubb (2015) 
 
Presenter: Student 2 
 

14 Overconfident Investors 
Reading:  

 Daniel & Hirshleifer (2015) 
 
Presenter: Student 3 
 

15 Behavioral Finance  
Attention & buying behavior. 
Reading:  

 Barber & Odean (2008) 
 
Presenter: Student 4 
 

16 Credit cards and regulation 
Reading:  

 Agarwal et al. (2015) 
 
Presenter: Student 5 
 

 
 
 
Bibliography 
 
Sessions 1 and 2 

 Armstrong, M. and Huck, S. (2010), “Behavioural Economics as Applied to Firms: A 
Primer”, Competition Policy International, 6 (1), 3-45. 

 Baker, M. and Wurgler, J. (2013), “Behavioral Corporate Finance: An Updated 
Survey”, in Constantinides, G., Harris, M. and Stulz, R. (eds.), Handbook of the 
Economics of Finance, Elsevier, North-Holland, 2, 351-417. 

 Barberis, N. (2013a), “The Psychology of Tail Events: Progress and Challenges”, 
American Economic Review Papers and Proceedings, 103 (3), 611-616. 
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 Barberis, N. (2013b), “Psychology and the Financial Crisis of 2007/2008”, Financial 
Innovation: Too Much or Too Little?, MIT press, 15-29. 

 Camerer, C. (2003), “Introduction”, chapter 1 in Behavioral Game Theory, 
Princeton: Princeton University Press, 1-25. 

 Camerer, C. (2006), “Behavioral Economics”, in Advances in Economics and 
Econometrics, Blundell, R., Newey, W. and Persson, T. (eds.), Cambridge 
University Press, 181-214.  

 DellaVigna, S. (2009), “Psychology and Economics: Evidence from the Field”, Journal 
of Economic Literature, 47 (2), 315-72. 

 Ellison, G. (2006), “Bounded Rationality in Industrial Organization”, Econometric 
Society Monographs, 42, 142. 

 Fudenberg, D. (2006), “Advancing Beyond ‘Advances in Behavioral Economics’”, 
Journal of Economic Literature, 44 (3), 694-711. 

 Gneezy, U. and Rey-Biel, P. (2014). “On the relative efficiency of performance 
pay and non-contingent incentives”, Journal of the European Economic 
Association, 12(1), 62-72.  

 Gneezy, U., Meier, S. and Rey-Biel, P. (2011). “When and why incentives (don’t) 
work to modify behavior”, Journal of Economic Perspectives, 25, 191-210. 

 Goldfarb, A., Ho, T., Amaldoss, W., Brown, A., Chen, Y., Cui, T., Galasso, A., 
Hossain, T., Hsu, M., Lim, N., Xiao, M. and Yang, B. (2012), “Behavioral Models of 
Managerial Decision-making”. Marketing Letters, 23, 2, 405-421. 

 Hirshleifer, D. A. (2015). “Behavioral finance”, Annual Review of Financial 
Economics, 7, 133-159. 

 Kahneman, D. (2003), “Maps of Bounded Rationality: Psychology for Behavioral 
Economics”, American Economic Review, 93, 5, 1449-1475.  

 Rabin, M. (1998), “Psychology and Economics”, Journal of Economic Literature, 11-
46. 

 Roth, A. (1995), “Introduction to Experimental Economics”, chapter 1 in 
Handbook of Experimental Economics (J. Kagel and A. Roth eds.) Princeton: 
Princeton University Press, 3-110. 

 Royal Swedish Academy of Sciences (2002), “Advance information on the Prize in 
Economic Sciences”, 17 December 2002, available at www.nobelprize.org. 

 Spiegler, R. (2011), Bounded Rationality and Industrial Organization, New York: 
Oxford University Press, Chapters 1, 12 and 13.  

 Thaler, R. H. (2015). Misbehaving: The making of behavioral economics. W W 
Norton & Co.  

 
Session 3 

 Croson, R. and Gneezy, U. (2009). “Gender Differences in Preferences.” Journal of 
Economic Literature, 47(2): 448-474. 

 Iriberri, N. and Rey-Biel, P. “Brave boys and play-it-safe girls: Gender 

differences in willingness to guess in a large scale natural field experiment”, 

European Economic Review, forthcoming. 
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Session 4 

 Bertrand, M. (2018), “The Glass Ceiling." Economica, 85 (338): 205-231. 

 Goldin, C. (2014), “A Grand Gender Convergence: Its Last Chapter?” American 

Economic Review, 104(4): 1091-1119 

 Card, D., DellaVigna, S., Funk, P. and Iriberri N. (2020), “Gender Differences in 

Peer Recognition by Economists”, Working Paper. 

Session 5 

 Bolton, G., Brandts, J. and Ockenfels, A. (2005), "Fair Procedures. Evidence from 
Games Involving Lotteries”, Economic Journal, 115, 1054-1076. 

 Bolton, G. E. and Ockenfels, A. (2000), “ERC: A Theory of Equity, Reciprocity and 
Competition,” American Economic Review, 90, 166-193. 

 Brandts, J. and Charness, G. (2003), “Truth and Consequences: An Experiment,” 
Management Science, 49, 116-130. 

 Brandts, J., Fatás, E., Haruvy, E. and Lagos, F. (2015), “The Impact of Relative 
Position, Prices of Sacrifice and Reciprocity: An Experimental Study Using Individual 
Decisions,” Social Choice and Welfare, 45(3), 489-511. 

 Charness, G. and Rabin, M. (2002), “Understanding Social Preferences with 
Simple Tests,” Quarterly Journal of Economics, 117, 817-869. 

 Cooper, D. and Kagel, J. (2016), “Other-regarding Preferences: A Selective Survey 
of Experimental Results,” in Kagel, J. and A. Roth (editors) (2016), The Handbook of 
Experimental Economics, volume 2, Princeton University Press, 217-289. 

 Fehr, E., Kirchsteiger, G. and Riedl, A. (1993), “Does Fairness Prevent Market 
Clearing? An Experimental Investigation,” Quarterly Journal of Economics, 108(2), 
437-460. 

 Fehr, E. and Schmidt, K. (1999), “A Theory of Fairness, Competition and 
Cooperation,” Quarterly Journal of Economics, CXIV, 817-868. 

 
Session 6 

 Angelovski, A., Brandts, J. and Solà, C. (2016), “Hiring and Escalation Bias in 
Subjective Performance Evaluations: A Laboratory Experiment,” Journal of Economic 
Behavior and Organization, 121, 114-129.  

 Brandts, J. and Cooper, D. (2004), “A Change Would Do You Good: An Experimental 
Study of How to Overcome Coordination Failure in Organizations”, forthcoming 
American Economic Review. 

 Brandts, J. and Cooper, D. (2005), “Its What you Say Not What You Pay. An 
Experimental Study of Manager-Employee Relationships in Overcoming 
Coordination Failure”, mimeo. 

 Brandts, J., Cooper, D.J. and Weber, R.A. (2015), “Legitimacy, Communication 
and Leadership in the Turnaround Game,” Management Science, 61(11), 2627-
2645.  

 Brandts, J., Rott, C. and Solà, C. (2016), “Not Just Like Starting Over – Leadership 
and Revivification of Cooperation in Groups,” Experimental Economics, 19(4), 2016, 
792-818. 
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 Knez, M. and Camerer, C. (1994), "Creating Expectational Assets in the Laboratory: 
Coordination in 'Weakest-Link' Games," Strategic Management Journal, 15, 101-119. 

 Knez, M. and Camerer, C. (2000), "Increasing Cooperation in Prisoner's Dilemmas 
by Establishing a Precedent of Efficiency in Coordination Games," Organizational 
Behavior and Human Decision Processes, 82 (2), 194-216. 

 Kriss, P. and Weber, R. (2013), “Organizational Formation and Change: Lessons 
from Economic Laboratory Experiments,” in Handbook of Economic Organization: 
Integrating Economic and Organizational Theory, A. Grandori (ed.), Edward Elgar, 
pp. 245-269. 

 Weber, R.A. and Camerer, C. (2003). “Cultural conflict and merger failure: An 
experimental approach.” Management Science, 49, 400-415. 

 
Session 7 

 Charness, G. and Levin, D. (2009), “The Origin of the Winner's Curse: A Laboratory 
Study”, American Economic Journal: Microeconomics, 1 (1), 207-36. 

 Thaler, R.H. (1988), “Anomalies: The Winner's Curse”, Journal of Economic 
Perspectives, 2 (1), 191-202. 

 Royal Swedish Academy of Sciences (2020), “Improvements to auction theory 
and inventions of new auction formats”, 12 October 2020, available at 
www.nobelprize.org. 

 Royal Swedish Academy of Sciences (2020), “The quest for the perfect auction”, 
12 October 2020, available at www.nobelprize.org. 

 Vives, X. (2010), “Asset Auctions, Information, and Liquidity”, Journal of the 
European Economic Association, 8 (2-3), 467-477. 

 
Session 8 

 Bayona, A., Brandts, J. and Vives, X. (2020), “Information Frictions and Market 
Power: A Laboratory Study”, Games and Economic Behavior, 122, 354-369. 

 Esponda, I. and Vespa, E. (2014) “Hypothetical Thinking and Information Extraction 
in the Laboratory”, American Economic Journal: Microeconomics, 6 (4), 180-202. 

 Vives, X. (2010), “Asset Auctions, Information, and Liquidity”, Journal of the 
European Economic Association, 8 (2-3), 467-477. 
 

Session 9 

 Mondria, J., Vives X. and Yang L. (forthcoming), “Costly Interpretation of Asset 
Prices”, Management Science. 

 
Session 10 

 
 Bayona, A. and Peia, O. (2020), “Financial contagion and the wealth effect: An 

experimental study”, Journal of Economic Behavior & Organization, 
https://doi.org/10.1016/j.jebo.2020.08.001 & online appendix. 
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Session 11 

 Armstrong, M. and J. Vickers (2012), “Consumer Protection and Contingent 
Charges”, Journal of Economic Literature, 50, 2, 477-493. 

 Armstrong, M. and J. Vickers (2019), “Discriminating against Captive 
Consumers,” American Economic Review: Insights, 1, 257–272. 

 
Session 12  

 DellaVigna, S. and Malmendier, U. (2006), “Paying Not to Go to the Gym”, The 
American Economic Review, 96 (3), 694-719. 

 
Session 13 

 Grubb, M. (2015), “Overconfident Consumers in the Marketplace”, Journal of 
Economic Perspectives, 29, 4, 9-36. 

 
Session 14 

 Daniel, K. and D. Hirshleifer (2015), “Overconfident Investors, Predictable 
Returns, and Excessive Trading”, Journal of Economic Perspectives, 29, 4, 61-
88. 

 
Session 15 

 Barber, B. M., and Odean, T. (2008), “All that Glitters: The Effect of Attention 
and News on the Buying Behavior of Individual and Institutional Investors”, 
Review of Financial Studies, 21 (2), 785-818. 

 
Session 16 

 Agarwal, S., Chomsisengphet, S., Mahoney, N. and Stroebel, J. (2015), 
“Regulating Consumer Financial Products: Evidence from Credit Cards”, 
Quarterly Journal of Economics, 130, 1, 111-164. 

 
 
 
 
Other: 
 
BOOKS:  

 Kahneman, D. (2011). Thinking, fast and slow. New York: Farrar, Straus and Giroux. 

 Thaler, R. H. (2015). Misbehaving: The making of behavioral economics. W W Norton 
& Co.  

 
Issues in Organization: 

 Graham, J. R., C.R. Harvey, C. R. and M. Puri (2013), “Managerial Attitudes and 
Corporate Actions”, Journal of Financial Economics, 109, 1, 103-121.  

 Hua, C. and N. Lim (2013), “Should Managers Use Team-Based Contests?”, 
Management Science, 59, 12, 2823-2836.  
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Individual Behavior and Coordination in Experiments: 

 Duffy, J. and J. Ochs (2012), “Equilibrium Selection in Static and Dynamic Entry 
Games”, Games and Economic Behavior, 76, 1, 97-116. 

 Shurchkov, O. (2013), “Coordination and Learning in Dynamic Global Games: 
Experimental Evidence”, Experimental Economics, 16, 3, 313-334. 
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Professor’s Biography 

Xavier Vives is professor of Economics and Finance, Abertis Chair of Regulation, Competition 

and Public Policy, and academic director of the Public-Private Research Center at IESE 

Business School. He holds a Ph.D. in Economics from UC Berkeley. 

He is Research Fellow of CESifo, and was member of its European Economic Advisory Group 
from 2001 to 2011. Research Fellow of the Center for Economic Policy Research, where he 
served as Director of the Industrial Organization Program in 1991-1997. Fellow of the 
Econometric Society since 1992 and elected member of its Council in 2006-2008; of the European 
Economic Association since 2004 and elected member of its Council 1991-1995; and Research 
Associate of the European Corporate Governance Institute. President of EARIE for 2016-2018. 
From 2010 to 2015 he served in the Advisory Board for Economic Recovery of the Government 
of Catalonia and from 2011 to 2014 he was Special Advisor to the Vicepresident of the European 
Commission and Commissioner for Competition, Mr Joaquín Almunia. 
 
From 2001 to 2005 he was Professor of Economics and Finance and The Portuguese Council 
Chaired Professor of European Studies at INSEAD, and from 1991 to 2001, Director of the Institut 
d’Anàlisi Econòmica, CSIC. He has taught at Harvard University, Universitat Autònoma de 
Barcelona, Universitat Pompeu Fabra, the University of California at Berkeley, the University of 
Pennsylvania, and New York University (King Juan Carlos I Chair). From 2003 until 2013, he was 
member of the Economic Advisory Group on Competition Policy at the European Commission. 
 
His fields of interest are industrial organization and regulation, the economics of information, and 
banking and financial economics. He has published in the main international journals and is the 
author of Information and Learning in Markets: the Impact of Market Microstructure (Princeton 
University Press, 2008), Oligopoly Pricing: Old Ideas and New Tools (MIT Press, 1999), editor of 
Competition Policy in Europe: Fifty Years on from the Treaty of Rome (OUP, 2009), Corporate 
Governance: Theoretical and Empirical Perspectives (CUP, 2000), and co-editor of Capital 
Markets and Financial Intermediation (CUP, 1993). He has been editor of the International Journal 
of Industrial Organization in 1993-1997, of the Journal of the European Economic Association in 
1998-2008 and currently he is editor of the Journal of Economic Theory and co-editor of the 
Journal of Economics and Management Strategy. 
 
His current research interests include dynamic rivalry, innovation and competition, banking crisis 
and regulation, information and financial markets, and competition policy. 
 
He has received several research awards: King Juan Carlos I Prize in 1988; the Catalan Society 
for Economics Prize in 1996; the Narcís Monturiol Medal in 2002; the Catalonia Economics Prize 
in 2005; a European Research Council Advanced Grant in 2008 and in 2017, the Jaime I Prize in 
Economics in 2013 and the Spanish National Research Prize in 2020. He is member of the Institut 
d’Estudis Catalans since 2011 and of the Academia Europaea since 2012. 
 
Dr. Vives has been an advisor and consultant on competition, regulation, and corporate 
governance issues for the World Bank, the Inter-American Development Bank, the European 
Commission, the Federal Reserve Bank of New York, as well as for major international 
corporations. He has been a member of the board of CaixaBank from 2008 to 2020. He is a 
columnist for La Vanguardia and Project Syndicate, and occasionally for Expansión, El País, 
VoxEU, Financial Times and The Wall Street Journal. 

 


