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Unit 2 Exercise

Unit Two  Agents Units Institutions-the Role of Incentives  

Part 1) The Nuts Game Adapted To Illustrate Incentives

 Originally by Julian Edney  Adapted by David Bishai and Adrijana Corluka

  

Incentives can be changed by changing the rules of a game.  The Nuts Game is a simple game that can illustrate how rules affect incentives and thus affect behavior.

Public resources can be liable to overuse.  Rules that are enforced can affect this tendency.

To play VERSION 1

1. Three people sit at a table where there is a bowl that will be stocked and restocked with nuts.

2. An experimenter sits with the group and introduces the exercise as one where each player’s goal is to get as many of the nuts as possible.

3. Players can take nuts from the bowl at any time and as much as they want as long as the music is playing.

4. Every 10 seconds the music will stop.

5. When the music stops the experimenter will restock the bowl by doubling the number of nuts remaining.  If there are 2 nuts, the experimenter will add 2 more.  If 3 are left they will add 3 more, etc.

6. This replenishment cycle continues until 10 cycles

7. The player in the room who has the most nuts at the end of the game wins.    

VERSION 2

Same as version 1, only now the Team with most nuts at the end of the game will divide the nuts evenly among all players on their team.  The person with the most nuts at the end of the game will win.

Part 2) Small Group Discussion
1. Identify an aspect of the Vietnamese health system that you would like to improve.  

2. Identify the units, agents and institutions that play a role in the problems you’ve identified.  Who are the “principals”, as defined in class? (“Principals” are the individuals that specify the task and offer incentives to agents)

3. What are the incentives for the various agents you’ve identified?

QUESTIONS

1) What was the best strategy to win in VERSION 1?

2) What was the best strategy to win in VERSION 2?

How were the rules enforced that made VERSION 1 different from VERSION 2?






