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Read this paragraph and then answer following questions;

< Paragraph >

Decision theory is the analysis of the behavior of an 1nd1v1dua1 facing
nonstrategic uncertainty—that is, uncertainty that is due to what we term
“Nature” (a stochastic natural event such as a coin flip, seasonal crop loss,
personal illness, and the like) or, if other individuals are involved, their
behavior is treated as a statistical distribution known to the decision maker.
Decision theory depends on probability theory, which was developed in the
seventeenth and eighteenth centuries by such notables as Blaise Pascal, Daniel
Bernoulli, and Thomas Bayes.

A rational actor is an individual with consistent preference A rational
actor need not be selfish. Indeed, if rationality implied selfishness, the only
rational individuals would be sociopaths. Beliefs, called subjective priors in
decision theory, logically stand between choices and payoffs. Beliefs are

. primitive data for the rational actor model. In fact, beliefs are the product of

soclal processes and are shared among individuals.

*Herbert Gintis “Decision Theory and Human Behavior” in The Bounds of Reason ~Game
Theory and the Unification of the Behavioral Sciences~ pl, 2009

Question .1 ‘
~ Could you explaln what means consistent preferences?
(describe up to 200 words)

Question .2 |
In medical care perspeetive, whether physicians would always be a rational
actor at the time of medical decision making? If so, could you describe why
and how the medical malpractices and error be occurred; or if not so, could
you describe the reason(s) why they could not behave rational?
(describe up to 400 words).
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There are public policy ideas to set the target happiness such as Bhutan’s “Gross National
Happiness”, former prime minister Naoto Kan’s “Society with minimum unhappiness”. and
Kumamoto prefecture Govermor Ikuo Kabashira’s “maximization of happy quantity”. Read the
following article and discuss making the target of public policy happiness.

Inequality: The more money, the merrier?

“Why do people dedicate so much énérgy to trying to make more money, when having more money

does not seem to make them that much happier? _
First, some caveats. People who make very little money do become significantly happier when they
earn more. But a large survey of people in the US showed that the impact of additional income on

~ happiness tends to taper off around an annual salary of $75,000 - well below the threshold for

inclusion in the top 1 per cent: There is no data suggesting that makmg more money makes people
less happy - it’s just that it stops makmg them much happier.

Nonetheless, it is abundantly clear that the very rich are forever stnvmg to augment their wealth.
Some of the reasons why are surprisingly simple. '

- Leapfrogging the Joneses

People might be happier witlithei.r current level of wealth - and stop trying to accumulate more - if
not for the curious and apparently irresistible urge humans have to compare ourselves with others on
every dimension imaginable: attractiveness, intelligence, height, weight, and .crucial]y, financial
success. As the writer H. L. Mencken said, “A wealthy man is one who earns $100 a year more than

‘his wife’s sister’s husband.” The happiness we derive from income is based not only on how much
_ we have, but on how much we have relative to our peers. The pain of seeing someone else make

more money is a major motivator when it comes to accumulating wealth. Additionally, recent .

. research suggests that people are concerned not only with keeping up with the Joneses, but also with

leapfrogging as many as they possibly can. People are much more likely to engage in conspicuous
consumption when they know that those 'purchases will move them ahead of as many of their peers

‘as possible in the status hierarchy.
~ Interestingly, this applies at the other end of the income spectrum as well. A recent study 1

collaborated on shows that the group of people in the US who are most opposed to an increase in the
minirnum wage are those who make just above the minimum wage. Why? Because if the minimum
wage increases, these people will now tie for “last place™, along with all the people whom they used
to feel superlor to.

' Money can be counted

More obviously, money has a property that many other things that matter in life do not: it can be
counted. When people reflect on whether they are better off this year than last, metrics like “do I



have more meaning in my life?” are too fuzzy to put a ﬁumber oh; “my life is 32 per cent more
meaningful” is just not a calculation we are accustomed to making. Salary, on the other hand, gives
us a measuring stick: “If I make more this year than last, then I am doing better in life”. This also
may explain why people are always buying larger houses and larger televisions.

We just don’t know any better _
Lastly, despite studies contradicting this notion, most people still believe that more money equals

‘more happiness. Consider research I conducted with Elizabeth Dunn and Lara Aknin at the

University of British Colimbia in Vancouver, Canada. We asked people to predict how happy they

-would be if their annual income was anything from $5000 up to $1 million. We also asked how

much money they actually earned, and how happy they were with their lives. We found that people

generally overestimated the impact of money on happiness; for example, those who reported earning

$25,006 a year predicted that their happiness would double if they made $55,000. More money,

muéh more happiness. | . ‘
But when we measured the happiness of people at these two levels of income by having them rate

their satisfaction with life on a scale from'1 to 10, we found that the wealthier group was only 9 per

cent happier. This shouldn’t be too surprising: many of us can think back to times when we earned

less but were happier. | '

All of that said, the richest among us are better equipped to turn méney_. into happiness, but perhaps
not in the way you would expect. Our research shows that people can gain happiness with money if
they do something a bit unusual: give it away. It turﬁs out that spending money on jfourself does not

make you any happier, but spending on others - from donating to charity to buying coffee for a
friend - is an efficient way of turning cash into happiness.

(Michael I Norfon , excerpt from issue 2875 of New Scientist magazine)



