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Course Description 
 
The course aims to provide a rigorous formalization of the individual decision making process 
in economics by focusing on the economic behavior of consumers.  While the description of 
the rational choice model will be made using the consumer's decision, the course will present 
possible extensions of its application. The instructor will present a set of tools used in public 
economics.  
 
Students will receive readings and they are required to prepare a presentation in class. 
 
The course is organized in 6 sessions (1,5 hour each). 
 
 
Detailed Description of Assessment Methods 
70% final written exam; 30% presentation (with slides) and discussion in class 
 
The presentation should last around 20 minutes. There is a general discussion at the end of 
each presentation. All students are required to read the papers before the presentation (not 
only the speaker), and to be active during the presentation and the discussion. 
 
Contact 
E-mail: hector.solaz@unibocconi.it 
Office: 3 A205, Via Roentgen 1 
Office hour: By appointment 
 
 
Course Outline 
 
Lesson 1: The Budget Constraint 
 
Economists assume that consumers choose the best bundle of goods they can afford. To give 
content to this theory, we have to describe more precisely what we mean by “best” and what 
we mean by “can afford.” In this lesson we will examine how to describe what a consumer 
can afford. 
 
Lesson 2: Preferences 
 
Economic model of consumer behavior is very simple: people choose the best things they 
can afford. Once we know the meaning of “can afford,” this lesson will be devoted to 
clarifying the economic concept of “best things.” 
 



Lesson 3: Utiliity 
 
Utility is understood as a numeric measure of a person’s happiness. Given this idea, it is 
natural to think of consumers making choices so as to maximize their utility, that is, to 
make themselves as happy as possible. However measuring happiness is complicated so we 
will focus on analysing consumer preferences, and utility then will be a way to describe 
preferences. 
 
Lesson 4: Behavioral Economics and Utility Functions 
 
While standard models consider that the individual decision maker has unbounded  
rationality, willpower and selfishness, many of the models suggested in the field   
of behavioral economics relax some of these assumptions. 
 
Students are required to read and prepare a presentation of one of the following papers 
focused on models that consider specific utility functions under settings of certainty 
 
 
Readings: 
 
-Fehr, E., and K. M. Schmidt. 1999. A theory of fairness, competition, and cooperation. 
Quarterly Journal of Economics 114: 817–68. 
 
-Bolton, G., and A. Ockenfels. 2000. ERC: A theory of equity, reciprocity, and competition.  
American Economic Review 90: 166–93. 
 
-Charness, G., and M. Rabin. 2002. Understanding social preferences with simple tests. 
Quarterly Journal of Economics 117: 817–69. 
 
-Andreoni, J., and J. Miller. 2002. Giving according to GARP: An experimental test of the  
consistency of preferences for altruism. Econometrica 70: 737–53. 
 
-Laibson, David. "Golden eggs and hyperbolic discounting." The Quarterly Journal of 
Economics 112.2 (1997): 443-478. 
 
-O'Donoghue, Ted, and Matthew Rabin. "Doing it now or later." American economic 
review 89.1 (1999): 103-124. 
 
 
Lesson 5: Choice- The Utility Maximization Principle 
 
In this lesson we will put together the budget set and the theory of preferences in order to 
examine the optimal choice of consumers. We will study preference relations over bundles, 
their mathematical representation, and different properties that preferences can satisfy. 
 
 
 
 



Lesson 6: Demand Functions 
 
The consumer’s demand functions give the optimal amounts of each of the goods as a 
function of the prices and income faced by the consumer. We will study how optimal 
purchases of a certain good by an individual are affected by variations in the price of this 
good, changes in the prices of other goods, and changes in his income under different 
utility functions. 
 
 
General Readings: 
 
Varian, Hal R. Intermediate Microeconomics: A Modern Approach: Ninth International Student Edition. 
WW Norton & Company, 2014. 
 
Mas-Colell, Andreu, Michael Dennis Whinston, and Jerry R. Green. Microeconomic theory. Vol. 1. 
New York: Oxford university press, 1995. 
 


