
Exercise #3: Frame Someone

Think of 6 people you know who know a lot about money or economics, e.g., finance professors, advanced students, or managers.  Randomly assign them by coin flip to Problem Set “Center” or Problem Set “Left” so 3 get “Center” and 3 get “Left.” Problem Set Center has the title in the center of the page; Problem Set Left has the title at the left of the page.  Each person answers just one problem set.  

Give them the questions and record their answers on the answer sheet below.  Hand in the answers in class on February 28.  You do not have to write up anything!

Answers to Problem Set Left
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Problem Set
1.
Imagine that you have purchased one ticket to go by yourself to a show that costs $50.  When you arrive at the theatre, you discover you have lost the ticket.  The ticket was for an unreserved seat and cannot be recovered.  You have sufficient money to buy another ticket.  Would you:  


(a) buy the ticket, or 


(b) not buy the ticket?

2.
A friend of yours mentions that he had arranged to buy a personal computer for $1200 when he read an ad for the same computer for $950.  He figures it would take him two hours to cancel the first sale and arrange sale and delivery from the other store.  There are no other consequences in terms of quality, service, reputation, etc. Would you advise him to: 


(a) stay with the first sale, or 


(b) set up the second sale?

3.
You are the manager of a large manufacturing unit in a Fortune 100 company.  You are in the midst of a year-long plan to cut costs in your unit.  Your goal for this quarter is to do your best to save money during the current quarter.  At present, you are considering two plans, both of which are one-time options that will not be available later in the year and you have time to complete only one of them in the current quarter:

Plan A will save $120,000 for sure, or

Plan B has an 80% chance of saving $50,000 and a 20% chance of saving $250,000

Which would you choose?

4.
Imagine that you have just learned that the sole supplier of a crucial component is going to raise prices.  The price increase is expected to cost your company $6 Million.  Two alternative plans have been formulated to counter the effects of the price increase.  The anticipated consequences of these plans are as follows:


(a) If plan A is adopted, your company will save $2 Million


(b) If plan B is adopted, there is a 1/3 probability that $6 Million will be saved, and a 2/3 probability that nothing will be saved.


Which do you prefer?

5.
The number of Sloan School alumni is:


_________  more than 25,000


_________  less than 25,000


What is your best estimate for the number of Sloan School alumni?  __________

6.
Imagine that you are a second-year Sloan MBA seeking a job in a major consulting firm.  You have one offer so far, from a company that you are interested in, but not your first choice.  However, the offer expires today and you must decide whether to accept it or reject it and stay on the market.  The offer is for $115,000 per year.  It is widely known that this firm pays all starting MBAs from top schools $115,000 per year.


Would you accept or reject the offer?

Problem Set
1.
Imagine that you are going to a theatre by yourself to see a show that costs $50 for one ticket.  When you arrive at the theatre, you discover you have lost a $50 bill.  You have sufficient money to buy a ticket.  Would you:  


(a) buy the ticket, or 


(b) not buy the ticket?

2.
A friend of yours mentions that he had arranged to buy a personal computer for $4200 when he read an ad for the same computer for $3950.  He figures it would take him two hours to cancel the first sale and arrange sale and delivery from the other store.  Would you advise him to: 


(a) stay with the first sale, or 


(b) set up the second sale?

3.
You are the manager of a large manufacturing unit in a Fortune 100 company.  You are in the midst of a year-long plan to cut costs in your unit.  Your goal for this quarter is to save $250,000 during the current quarter.  At present, you are considering two plans, both of which are one-time options that will not be available later in the year and you have time to complete only one of them in the current quarter:

Plan A will save $120,000 for sure, or

Plan B has an 80% chance of saving $50,000 and a 20% chance of saving $250,000

Which would you choose?

4.
Imagine that you have just learned that the sole supplier of a crucial component is going to raise prices.  The price increase is expected to cost your company $6 Million.  Two alternative plans have been formulated to counter the effects of the price increase.  The anticipated consequences of these plans are as follows:


(a) If plan A is adopted, your company will lose $4 Million


(b) If plan B is adopted, there is a 1/3 probability that there will be no loss, and a 2/3 probability that your company will lose $6 Million.


Which do you prefer?

5.
The number of Sloan School alumni is:


_________  more than 5,000


_________  less than 5,000


What is your best estimate for the number of Sloan School alumni?  __________

6.
Imagine that you are a second-year Sloan MBA seeking a job in a major consulting firm.  You have one offer so far, from a company that you are interested in, but not your first choice.  However, the offer expires today and you must decide whether to accept it or reject it and stay on the market.  The offer is for $125,000 per year.  It is widely known that this firm is paying some other graduating Sloan students $135,000 per year.


Would you accept or reject the offer?
