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Education  
 Ph.D., Economics, Harvard University, 2011 

 A.M., Economics, Harvard University, 2008 

B.A., Economics and Political Science, Williams College, summa cum laude, 2004 

 

  

Current Positions 

 2011-Present Assistant Professor of Markets, Public Policy and Law, Boston University School 

of Management  

 2012-Present Faculty Research Fellow, National Bureau of Economic Research  

 

Previous Positions 

 2011-2012 Fellow, Institute for Quantitative Social Science, Harvard University 

 July 2010 Consultant for Design Continuum (Newton, MA) 

 Fall 2007 Research Assistant for Joseph Doyle, National Bureau of Economic Research 

 2004-2006 Research Assistant for David Laibson, Brigitte Madrian, and James Choi, National 

Bureau of Economic Research 

 Summer 2003 Research Assistant, Economic Policy Research Institute (South Africa) 

 

Professional Activities 
 Reviewer for Quarterly Journal of Economics, American Economic Review, Journal of the European 

Economic Association, Journal of Political Economy,  Economics Letters, Journal of Human 

Resources, American Economic Journal: Applied, American Economic Journal: Policy, Health 

Economics, Journal of Health Economics, Journal of Economic Behavior and Organization, B.E. 

Journal of Economic Analysis & Policy, Group Decision and Negotiation, Milbank Quarterly, Health 

Economics, Management Science, Journal of Applied Econometrics, Journal of Public Economics, 

International Journal of Industrial Organization, The Economic Journal, and the National Science 

Foundation 

 

 2011-Present Co-organizer, Markets, Public Policy and Law Seminar at Boston University 

 2009-2010 Co-organizer, Harvard Behavioral and Experimental Seminar 

 2007-2009 Co-organizer, Decision Making in Economics and Psychology workshop 

 

Honors, Scholarships, and Fellowships:  
 2012 Quarterly Journal of Economics Excellence in Refereeing Award 

 2007-2011 National Science Foundation Graduate Fellowship  

 2006-2011 Harvard University Graduate Fellowship 

 2006-2008 Jacob K. Javits Fellowship  

 2006-2008 Beinecke Scholar 

 

 

Presentations: 

 

 2014 American Economic Association, Yale University-Health Insurance Exchange 

Conference, RAND, “Taxation, Social Norms and Compliance, Nuremberg, 

Germany”  

 

http://people.bu.edu/kericson/
mailto:kericson@bu.edu
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 2013 American Economic Association, National Tax Association At ASSA, Harvard-

BU-MIT Health Economics Seminar, University of Illinois at Urbana-Champaign, 

Northwestern University Conference on Healthcare Markets, European Behavioral 

Economics Meeting, NBER Insurance Working Group, Boston University 

(Economics), University of Wisconsin-Madison 

 

 2012 American Economic Association, Health Economics Research Organization, 

Boston University (Economics), Boston University (Management), Boston 

University (Health Policy Institute), American Society of Health Economics, 

Behavioral Economics Annual Meeting (BEAM), NBER Summer Institute (Health 

Care, Aging, Household Finance, Industrial Organization working groups), Yale 

University (Public Health), National Tax Association Annual Meeting. 

 2011 Boston University (Management), Brown University, Dartmouth College, 

Middlebury College, Stanford University,  University of British Columbia, UCLA,  

University of Maryland,  University of Michigan (Ross School), University of 

Pennsylvania (Wharton),  University of Southern California, Yale (Management). 

 2010 UC Berkeley, Stanford Institute on Theoretical Economics: Psychology and 

Economics 

 2010, 2009 Economic Science Association, Tucson AZ 

 2009 Meeting of the European Economic Association, Barcelona, Spain 

 2009, 2008 Yale Whitebox Graduate Student Conference on Behavioral Science 

 

 

Publications: 
Ericson, Keith M. and Andreas Fuster. The Endowment Effect. Forthcoming, Annual Review of 

Economics. 

 The endowment effect is among the best known findings in behavioral economics, and has been used 

as evidence for theories of reference-dependent preferences and loss aversion. However, a recent 

literature has questioned the robustness of the effect in the laboratory, as well as its relevance in the 

field. In this review, we provide a summary of the evidence, and describe recent theoretical 

developments that can potentially reconcile the different findings, with a focus on expectation-based 

reference points. We also survey recent work from psychology that provides either alternatives to or 

refinements of the usual loss aversion explanation. We argue that loss aversion is still the leading 

paradigm for understanding the endowment effect, but that given the rich psychology behind the 

effect, a version of the theory that encompasses multiple reference points may be required. 

 

Ericson, Keith M. Consumer Inertia and Firm Pricing in the Medicare Part D Prescription Drug 

Insurance Exchange.  Forthcoming, American Economic Journal: Economic Policy. 

 I use the Medicare Part D prescription drug insurance market to examine the dynamics of firm 

interaction with consumers on an insurance exchange. Enrollment data show that consumers face 

switching frictions leading to inertia in plan choice, and a regression discontinuity design indicates 

initial defaults have persistent effects. In the absence of commitment to future prices, theory predicts 

firms respond to inertia by raising prices on existing enrollees, while introducing cheaper alternative 

plans. The complete set of enrollment and price data from 2006 through 2010 confirms this 

prediction: older plans have approximately 10% higher premiums than comparable new plans. 
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Ericson, Keith M. and Amanda Starc. (2013) “Designing and Regulating Health Insurance 

Exchanges: Lessons from Massachusetts”. Inquiry. 

 The Massachusetts health care reform provides preliminary evidence on the function of health 

insurance exchanges and individual insurance markets.  We describe the type of products consumers 

choose and the dynamics of consumer choice. Evidence shows that choice architecture affects choice, 

including product standardization and the use of heuristics (rules of thumb).  In addition, while 

consumers often choose less generous plans in the exchange than in traditional employer-sponsored 

insurance, there is considerable heterogeneity in consumer demand, as well as some evidence of 

adverse selection.  We examine the role of imperfect competition between insurers, and document the 

impact of pricing and product regulation on the level and distribution of premiums.  Given our 

extensive choice data, we synthesize the evidence on the Massachusetts exchange to inform the 

design and regulation on other exchanges.   

 

 

 

Ericson, Keith M. and Amanda Starc. (2012) “Heuristics and Heterogeneity in Health Insurance 

Exchanges: Evidence from the Massachusetts Connector”. American Economic Review, Papers and 

Proceedings.   

 We examine heuristic decision rules in consumer choice on health insurance exchanges using data 

from the Massachusetts Connector.  Consumers may have difficulty making optimal choices in a 

complex environment. The heuristic “choose the cheapest plan” is suggested by the decision context, 

previous research, and the data: about 20% of enrollees choose the cheapest plan possible. We find 

evidence of this heuristic in many models, but while heuristics may play a role, preference 

heterogeneity is also important.  Our most flexible models find an insignificant heuristic effect, in part 

because, holding context fixed, this heuristic is observationally equivalent to extreme price sensitivity. 

 

Ericson, Keith M. and Andreas Fuster. (2011). “Expectations as Endowments: Evidence on 

Reference-Dependent Preferences from Exchange and Valuation Experiments.” Quarterly Journal 

of Economics. 126 (4): 1879-1907. 

 Substantial evidence suggests that people are loss averse: they weigh losses more heavily than 

equivalent gains.  Yet little is known about the reference point relative to which gains or losses are 

defined. The most common assumption is that the reference point is given by a person’s current 

endowment (the status quo).  We conduct two experiments that instead provide evidence that a 

person’s expectations about outcomes determine her reference points.  In the first experiment, we 

endow subjects with an item and randomize the probability they will be allowed to trade it for an 

alternative. Subjects that have a lower exogenous probability of being able to trade their item (and 

who therefore expect to keep it) are less likely to choose to trade when such an opportunity arises. 

This is predicted when reference points are expectation-based, but not when they are determined by 

the status quo. Our second experiment provides a quantitative measure of the effect of expectations on 

subjects’ monetary valuation of an item. We randomly assign subjects a high (80%) or low (10%) 

probability of obtaining an item for free, and then elicit their willingness-to-accept for the item 

conditional on receiving it. Being in the high probability treatment increases valuation of the item by 

20-30%. These results shed light on the circumstances under which loss aversion will affect 

individual behavior and market outcomes, and reconcile conflicting findings regarding the existence 

of endowment effects in different settings. 
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Ericson, Keith M. (2011). “Forgetting We Forget: Overconfidence and Prospective Memory.” 

Journal of the European Economic Association. 

 Do individuals have unbiased beliefs, or are they over- or underconfident? This paper documents 

overconfidence in a domain relevant for many economic decisions: prospective memory (memory for 

action). I use an incentivized experimental design that is more robust to potential confounds than 

previous research. Subjects chose between smaller automatic payments and larger payments they had 

to remember to claim at a six-month delay. In a large sample of college and MBA students at two 

different universities, subjects make choices that imply a forecast of a 76% claim rate, but only 53% 

of subjects actually claimed the payment. 

 

Cutler, David and Keith M. Ericson (2010). “Cost-Effectiveness Analysis in Markets with High 

Fixed Costs,” PharmacoEconomics, 28(10): 867-875. 

 We consider how to conduct cost-effectiveness analysis when the social cost of a resource differs 

from the posted price. From the social perspective, the true cost of a medical intervention is the 

marginal cost of delivering another unit of a treatment, plus the social cost (deadweight loss) of 

raising the revenue to fund the treatment. We focus on pharmaceutical prices, which have high 

markups over marginal cost due to the monopoly power granted to pharmaceutical companies when 

drugs are under patent. We find that the social cost of a branded drug is approximately one-half the 

market price when the treatment is paid for by a public insurance plan and one-third the market price 

for mandated coverage by private insurance. We illustrate the importance of correctly accounting for 

social costs using two examples: coverage for statin drugs and approval for a drug to treat kidney 

cancer (sorafenib). In each case, we show that the correct social perspective for cost-effectiveness 

analysis would be more lenient than researcher recommendations. 

 
 

McClure, Samuel, Keith M. Ericson, David Laibson, George Loewenstein, and Jonathan Cohen. 

(2007). “Time Discounting for Primary Rewards,” Journal of Neuroscience, 27:5796-804. 

 Previous research involving monetary rewards found that limbic reward-related areas show greater 

activity when an intertemporal choice includes an immediate reward than when the options include 

only delayed rewards. In contrast, the lateral prefrontal and parietal cortex (areas commonly 

associated with deliberative cognitive processes, including future planning) respond to intertemporal 

choices in general but do not exhibit sensitivity to immediacy. This paper extends these findings to 

primary rewards (fruit juice or water) and time delays of minutes instead of weeks. Thirsty subjects 

choose between small volumes of drinks delivered at precise times during the experiment (e.g., 2 ml 

now vs 3 ml in 5 min). Limbic activation was greater for choices between an immediate reward and a 

delayed reward than for choices between two delayed rewards. In contrast, the lateral prefrontal 

cortex and posterior parietal cortex responded similarly whether choices were between an immediate 

and a delayed reward or between two delayed rewards. Relative activation of the two sets of brain 

regions predicts actual choice behavior.  
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Working Papers: 
The Size of the LGBT Population and the Magnitude of Anti-Gay Sentiment are Substantially 

Underestimated (with Katherine Coffman and Lucas Coffman). NBER Working Paper 19508. 

 Measuring sexual orientation, behavior, and related opinions is difficult because responses are biased 

towards socially acceptable answers. We test whether measurements are biased even when responses 

are private and anonymous and use our results to identify sexuality-related norms and how they vary. 

We run an experiment on 2,516 U.S. participants. Participants were randomly assigned to either a 

“best practices method” that was computer-based and provides privacy and anonymity, or to a 

“veiled elicitation method” that further conceals individual responses. Answers in the veiled method 

preclude inference about any particular individual, but can be used to accurately estimate statistics 

about the population. Comparing the two methods shows sexuality-related questions receive biased 

responses even under current best practices, and, for many questions, the bias is substantial. The 

veiled method increased self-reports of non-heterosexual identity by 65% (p<0.05) and same-sex 

sexual experiences by 59% (p<0.01). The veiled method also increased the rates of anti-gay 

sentiment. Respondents were 67% more likely to express disapproval of an openly gay manager at 

work (p<0.01) and 71% more likely to say it is okay to discriminate against lesbian, gay, or bisexual 

individuals (p<0.01). The results show non-heterosexuality and anti-gay sentiment are substantially 

underestimated in existing surveys, and the privacy afforded by current best practices is not always 

sufficient to eliminate bias. Finally, our results identify two social norms: it is perceived as socially 

undesirable both to be open about being gay, and to be unaccepting of gay individuals. 

 

The Articulation Effect of Government Policy: Health Insurance Mandates Versus Taxes (with Judd 

Kessler). NBER Working Paper 18913. 

 We examine how the articulation of government policy affects behavior. Our experiment compares a 

government mandate to purchase health insurance to a financially equivalent tax on the uninsured. 

Participants report their probability of purchasing health insurance under one of the two articulations 

of the policy. The experiment was conducted in four waves, from December 2011 to November 

2012. We document the controversy over the Affordable Care Act’s insurance mandate provision that 

changed the political discourse during the year. Pre-controversy, articulating the policy as a mandate, 

rather than a financially equivalent tax, increased probability of insurance purchase by 10.6 

percentage points — an effect comparable to a $1000 decrease in annual premiums. After the 

controversy, the mandate is no more effective than the tax. Our results show that how a policy is 

articulated affects behavior and that persuasion and public opinion management can help achieve 

policy objectives at lower cost. 
  

Pricing Regulation and Imperfect Competition on the Massachusetts Health Insurance Exchange 

(with Amanda Starc). NBER Working Paper 18089. 

 Little is known about consumer behavior or insurer incentives in health insurance exchanges. We 

analyze choice on the Massachusetts exchange, using coarse insurer pricing strategies to identify 

price sensitivity. We find substantial age-based heterogeneity: younger individuals are more than 

twice as price sensitive as older individuals. Modified community rating regulations interact with 

price discrimination, as our results imply higher markups on older consumers. Age-based pricing 

regulations would bind even conditional on perfect risk adjustment, highlighting the importance of 

considering insurer incentives when regulating insurance markets. Changes in age-based pricing 

regulation can result in transfers of 8% of the purchase price. 
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How Product Standardization Affects Choice: Evidence from the Massachusetts Health Insurance 

Exchange (with Amanda Starc). NBER Working Paper 19527. 

 Standardization of complex products is widely touted as improving consumer decisions and 

intensifying price competition, but evidence on standardization's effect is limited. We examine a 

natural experiment: the standardization of health insurance plans on the Massachusetts Health 

Insurance Exchange. Pre-standardization, firms had wide latitude to design contracts, which were then 

grouped into tiers of quality. A regulatory change then forced firms to standardize the financial 

features of their insurance plans and offer seven defined plans; plans remained differentiated on 

network and brand. We find that standardization altered consumers' choices, their valuation of plan 

attributes, and the market equilibrium. Post-standardization, consumers shifted to relatively more 

generous health insurance plans. Using a discrete choice model, we show that this shift is explained 

by changing weights placed on plan attributes. We evaluate the welfare effects of standardization and 

conduct a number of counterfactuals and show that while standardization increased welfare, firms 

captured some of the surplus by reoptimizing premiums. We use hypothetical choice experiments 

with different insurance menus to replicate the effect of standardization and conduct alternative 

counterfactuals. 

 

 

Sophistication and Insurance: Asymmetric Information, the Ability to Game the System, and 

Prescription Drug Insurance 

 In complex insurance contracts, individuals can use sophisticated strategies to avoid out-of-pocket 

expenses. Sophistication and expected claims are affected by similar factors, creating a systematic 

positive or negative correlation between them. Depending on this correlation, sophistication can lead 

to advantageous or adverse selection, and selection may differ between the intensive and extensive 

margin. Responding to sophistication, insurers may distort contracts by making them excessively 

simple or complex, to reduce or magnify enrollees' ability to game the system. I show two 

sophisticated prescription drug-related behaviors each reduce out-of-pocket prescription drug costs by 

half and are strongly associated with expected claims. 

  

Grants: 
 2012 Co-PI, Health Care at the Intersection of Economics and Computer Science, with Ben 

Lubin. Boston University Hariri Institute Research Project Award. 

 2010 Co-PI, Health Insurance Market Design: Commonwealth Choice in Massachusetts, with 

Amanda Starc. Harvard Lab for Economic Applications and Policy Grant 

 2010 Co-PI, Reference Points and Other-Regarding Behavior, with Andreas Fuster. Harvard 

University Program on Negotiation Next Generation Grant 

 2010 Co-PI, Reference-Dependent Preferences, Expectations, and Dynamic Choice, with 

Andreas Fuster and David Laibson. NSF Dissertation Improvement Grant 

 2009 Co-PI, Expectations as Endowments, with Andreas Fuster and David Laibson. Russell 

Sage Foundation Small Grants Program in Behavioral Economics 

 2008 Co-PI, A Test of Inequality Aversion Using Social Gambles, with David Laibson. Russell 

Sage Foundation Small Grants Program in Behavioral Economics 

 

Teaching Experience: 

 Fall 2013 Mistakes We Make: Improving Decision Making. (Honors Seminar in 

Behavioral Economics), BU-SMG. 

 Fall 2011, 2012, 2013 Introductory Econometrics and Optimization Theory (“Modeling 

Business Decisions and Market Outcomes”), BU-SMG. 

 2009- 2010 Senior Thesis Seminar in Labor Economics, Harvard University  

 Spring 2009 Economics of U.S. Social Problems, Harvard University, teaching fellow 

with Lawrence Katz 
 


