Seminar 8: Social Preferences

The focus of this week’s seminar will be social preferences—a type of preference in
which the utility of one person depends upon the utility of another. From the
perspective of the standard model, people should be motivated purely by self-
interest and should not exhibit such preferences. However, there is a large body of
evidence for various different kinds of social preference, such as direct reciprocity,
charitable giving, contributing to public goods etc. Our goal will be to review some
of the evidence for social preferences and look at how we can model them. As in
previous seminars, we shall see that the appropriate way to model such other-
regarding preferences is not to dispense with the standard economic model, but
rather to extend and modify it. People do ‘take into account’ the consequences of
their decisions for others, but they may do so in an altruistic or self-interested way
depending on the context and their social preferences.
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