












Illustrative Model Projection Bias

Projection Bias

Taste shock� it is a latent shock censored at zero
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Latent taste shock~� it = � i + " it is normally distributed:
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Results

Selected Parameter Estimates

Price Coe�cient � : 3.4 (0.05)
! Increase from 0 to 11 cent/min reduces usage� 27%

True Belief Bias Comment
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Results

Impact of De-Biasing on Welfare (Public Plans)

Estimates � � = 1 and � � = 1

No Biases

Avg. Bill 49.24 41.77

40.73

Ovg. Prob. 0.23 0.12

0.06

� Monthly Fee 1.21

3.18

� Overage Fee -8.68

-11.69

� Bill -7.47

-8.51

� q j Overage -41

-10

� q -28.1

-20.4

� Pro�t (Annual) -89.66

-102.12

� Cons. Welf. (Annual) 64.83

86.64

� Tot. Welf. (Annual) -24.84

-15.48
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