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Adam Smith 1759 «i& & H 4>

® overconfidence:
Smith (1776, p. 1) commented on “the overweening concept which the greater part of men have of their own abilities’

that leads them to overestimate their chance of success.

bJ

® |oss aversion:
Smith (1759, p. 176—177) noted that “Pain ... is, in almost all cases, a more pungent sensation than the opposite and

correspondent pleasure.”

® sclf-control, or present bias:

Smith (1759, p.273) had this to say: “The pleasure which we are to enjoy ten years hence, interests us so little in
comparison with that which we may enjoy today.” George Stigler was fond of saying that there was nothing new in
economics, it had all been said by Adam Smith. It turns out that was true for behavioral economics as well.
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Blood Drive - Donate Today! .
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« %% 3% K Herbert Simon "Bounded rationality”,
1947
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« “The principle of science, the definition almost,
/s the following: The test of all knowledge is
experiment. Experiment is the sole judge of

14/

screntific truth’™

————From The Feynman
Lectures on Physics, Feynman (1963).
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A Theorist's view of Experiments
Rubinstein (2001)

.. . 10 years ago: . . . I probably would have said that I do
not see the point of conducting experiments in
economics.. . . I believed then that experiments do not
need to actually be carried out. I believed that our
inturtion provides the test. If a phenomenon is robust, we
intuitively recognize it as such.. . . Ten years have
passed. . . .I began doing experiments myself. I
rediscovered the obvious: To criticize something, you heed
to know it intimately, the best way to know something

intimately is to do it yourself. Once you have done that,
you do not want to criticize it anymore.. .
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Richard Thaler’s reply: He thought it was partially due to the
clevation within economics of mathematical modeling, which works
best at incorporating rational rather than irrational elements—and
remains the professional standard, conferring status on the modeler.
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« 1978 Herbert Simon

 "Simon has been awarded this year's prize in
economics for his research into the decision-
making process within economic organizations”

 What is new in Simon's ideas is, most of all, that

he rejects the assumption made in the classic

theory of the firm of an omniscient, rational,

profit-maximizing entrepreneur
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« 2002, Daniel Kahneman and Vernon Smith
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* Vernon Smith: "for the use of laboratory experiments as a tool in
empirical economic analysis, in particular, for the study of different
market mechanisms”. Founder of experimental economics

* Daniel Kahneman: "for the introduction of insights from psychological
research info economics, in particular with regard to judgements and
decisions under uncertainty”. Kahneman's research is based on
psychological experiments and questionnaires. Founder of behavioural
ecohomics
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« Alvin E. Roth "for the theory of stable allocations and the practice of
market design”, he is known for his emphasis on applying economic theory
to solutions for "real-world" problems.

* Lloyd S. Shapley : "for the theory of stable allocations and the practice
of market design”.
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2013, Eugene F. Fama, lars Peter Hansen and Robert Shiller




Eugene Fama's research at the end of the 1960s and the beginnin% of the 1970s
showed how incredibly difficult it is to beat the market,”and how incredibly
difficult it is to predict how share prices will develop in a day’s or a week's time

Lars Peter Hansen' develogmen‘r of econom?“rric T,echniq#es for analyzing data
and asset prices allows ecohomists to test the various theories on what drives

markets

Robert Shiller's pioneering research in the field of financial economics, relating to
the_dynamics of asset prices, such c]& fixed income, equities, and real estate, and
their ‘metrics. His work has been influential in the development of the theory as
well as its implications for practice and policy making. His contributions on risk
sharing, financial market volatility, bubbles and crises, have received widespread
attention among academics, practitioners, and policymakers alike.
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2017, Richard H. Thaler




* Rechard H. Thaler "contributions have built a bridge between
the economic and psychological analyses of individual decision-
making. His empirical findings and theoretical insights have been
instrumental in creating the new and rapidly expanding field of
behavioral economics”

 Thaler had "made economics more human".
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2019, Abhijit Banerjee, Esther Duflo, Michael Kremer




« The Nobel prize in economics was awarded to Abhijit Banerjee, Esther Duflo
and Michael Kremer for "their experimental approach to alleviating global
poverty,” the Royal Swedish Academy of Sciences said in a statement Monday.

* "The research conducted by this year's Laureates has considerably improved
our ability to fight global poverty. In just two decades, their new experiment-
based approach has transformed development economics, which is now a
flourishing field of research,” the press release read.

* At 46 Esther Duflo is the youngest person to ever win the prize in its 50-year
history, and she's also just the second woman to win.



