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ABSTRACT

I model individual decision making in two contexts: (i) when an attention-constrained deci-
sion maker is presented with a set of alternatives with frames, for example advertisements,
packaging etc.; (ii) when boundedly rational individuals choose to form connections in a
sequential entry game. In (i) I explore framing effects and characterize a class of random
choice rules in which inattention occurs due to the frames. I further extend this model to
the specific setting of random choice from ordered trees (for example, supermarkets) and
characterize a corresponding class of random choice rules. I find the conditions required on
the attention parameters to ensure that the decision maker’s choice behavior respects the

binary relation in the rule.

In (ii) I explore the formation of networks as the outcome of a sequential entry game in
which each player has a type. I model the game in the settings of complete and asymmetric
information. Under the assumption of complete information, the game has an infinite horizon
and the types are known. I use the technique introduced by [Fudenberg and Levine (1983))
and Borgers| (1989) to compute sufficient conditions for perfect equilibria. I find that players
may display herd behavior in such equilibria and I provide sufficient conditions for the same.
Further, I relax the assumption of complete information and use Bayes’ Nash equilibrium
as the solution concept to understand the network structures that occur in equilibria when
types are private information and each player sends a publicly observable signal. I find the
necessary and sufficient conditions for a herding equilibrium to occur. I also show under what
conditions players send a misleading signal. This analysis is applicable to the formation of

networks on social media platforms as well as professional networks.

Keywords:  Stochastic choice; Attention; Networks; Perfect equilibrium;

Bayes’ Nash Equilibrium; Herding.
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9 a7 el § sAfFaig (o it Qa AT &7 7209+ (637 2: (i) 9 U eA=-artad FRuEEdr &
AT FIT Afhedl FT He g, STHH g7 faehed (el UF "hH" TI7q S&qd & a1 27 | UH e &
SaTeew g: fasma=, enferr anfe; (i) ST 9 mTeas ®9 ¥ TohaTd SAfad Uh Fwdag 99 g §
q AFAAT H S HT 00T a1 ¢l

(i) % AT A THH o THTS T A0 (AT § TF =0 H&H § ATT-TI0 ol & &7 U 941
FALATE [0 FTIH T TOT T & & T AT g1 TH T(THT Rl § geF o1 &1 |
TS =TI % Had H AT A7 T 8 (STTET0T: quaThe) 30 Mg F § AH-9TI8E FT 39
AT 0 TR et g S = (ol saaare o § geqwrer 2 a9t fgemem g9
AHT 2

(i) § §9 qeah % TSA FT AATT FHIG T o @A | (64T g (S8 T =AfFa F71 w5 "22Y
TATT T g1 7 38 HaH &l @ (9gTa % e gfaeiud 62T 8- 07 Ua STEAfad St &
STEATT |1 U7 ST & ST, @ i Tq&T A § Sl TAT Aad Uk gHL & 2127 § T=d &
TH TEI | H G T offaw (1983) ¥ afsid (1989) g1 A daeies &l TANT FT "TThae
TFAASIIH" T QO A o [T AT T 9T 7 AT (3T 81 37 900 | Tg 7T
FAdT & [ feamsT dqa | 91 3T agr & Jqa A0 FT 95d ¢ 89 H FTagI & (U
ST OIS 9Tt ST ST fohaT 31 SERTHa STTARTr o JET | B a9 S97 HJeA HhoqaT %
ST & TqAT | G0 ST Tl Aedeh ST &l [9eqd (AT g1 STHAfHT ST & e Tdh
TS ATaST{® & T AAATHA Tohd HSTAT &, ST IHeh ATAT 12T | AT gl Tk g- AT
TSt 2 a1 9d g1 § T HATG a1l AqaAd & SE99e Ud TATed (01T a1 i oF & &
FATI T2l g1 § I o0t 0 A7 T6qd Fa g (St sutedta # faast g ad &1 =9 7

TR HTATTSTR HISAT 92 a9 aTel qea Ua GeEe/=aqTias aede & 164 § THE &9 §
STANM 2l

TS JALdd 99, YUl e, Hedeh, TLhae SFald 59, a9 A9 S isaH; {4 Aag
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