










ISSN 1392-1258   eISSN 2424-6166   Ekonomika. 2019, vol. 98(1)

16

To the prior equations, c represents the confirmation, h is about the hypothesis, α is 
the application of the rational approach, and β is the behavioral approach. It ought to be 
noted that the interpretation of equation (1) is from that factors α and β have influence 
on the model. The feedback of the Q.E. model permits the behavioral approach to elimi-
nate the deviation between the factors α and β, as there are imperfections that have been 
identified in behavior economics (as shown in the previous sections). Therefore, the ideal 
case where the hypothesis exactly confirms the confirmation and no deviation exists is 
represented by the equation:

c = h   	 (3)

The prior equation is the ideal case, where no disturbances or imperfections appear 
in the model. By applying the Q.E. method and choosing the appropriate values for the 
coefficients, we have the following table:

Table 1. Compiling coefficients.

Factors �&�R�H
v�F�L�H�Q�W���Y�D�O�X�H�V

h 0.8
α 0.7
β 0.7

The generator of this procedure used the coefficients that appeared in the previous 
table. This means that it generated the prior equations with the values of these coefficients 
and extracted the next diagrams. Thus, we have that these factors have an upper limit of 
1 and a lower limit 0, but c and h may possibly receive values greater than one, as their 
mathematical structure allow this. After 171 iterations using the Q.E. methodology, ex-
tracted were the following diagrams:

Figure 2: Impact factor (a) without the behavioral approach and (b) with the behavioral approach.

In the scheme above to the case of Figure (a), we see that the confirmation has c 
deviation from h. The reason is that in this form, we do not have the factor of β, which 
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comes from the behavioral approach; however, the factor of α from the rational economics 
approach is maintained. In the case of Figure (b), the factor of the behavioral approach 
is used as therefore we conclude that the hypothesis and the confirmation are closer. This 
means that behavioral economics, in conjunction with rational economics through the 
Q.E. method, improve the results. Moreover, we examine, according to quantification 
methodology, the frequency of the model for these two cases:

Figure 3: The frequency impact factor (a) fs and (b) fs'.

Case (a) represents the situation where the behavioral approach is omitted in the model. 
We obtain that the impact factor of frequency fs is not as high (black line). Pertaining to 
Case (b), here is represented the situation where the behavioral approach, through the 
Q.E. method, is included in the model. Then we have that fs' is higher, and the reason 
for this is the increase in the impactor factor of the frequency, and thus in factor y of the 
model. Therefore, the presence of the Q.E. approach, with the combination of rational and 
behavioral economics, improves the model, and the conclusions in economics are made 
more accurate than using only one approach.

11. Conclusions

This paper showed the mainstream idea of the economic methods that based their anal-
yses in axiomatics. Therefore, the assumptions and the results are the key elements of 
the adequacy of the method of axiomatics. This is plausible through the consistency and 
the completeness of axiomatics. So, there are special characteristics to rational and to 
behavioral economics and differences between them. Rational economics estimate the 
confirmation of the assumptions, which rely on axiomatics. On the other hand, behavioral 
economics use psychology and laboratories to define the decision-making process of the 
consumers. The approaches between the two cases are different. In any case, both of them 
have the same aim – to declare each theoretical model in their own way. Their economic 
tools are not the same. The assumptions and axioms are easier to apply. At the same time, 
rational economics estimate two points – the assumption and the confirmation. Then, 
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the assumption has a concrete starting point from the Cartesian/Euclidean approach or 
multiple starting points from the Babylonia view. However, both of them have the aim to 
confirm the initial point of view (the assumption). Behavioral economics aim at the middle 
step, meaning the procedure and not so much the initial and final point (the assumption 
and confirmation accordingly). Therefore, the target remains the same for rational and 
behavioral economics, but the economic tools are different. 

The use of the RBQ model shows that the Cartesian/Euclidean theorem could be applied 
better, as the combination of the Q.E. method with rational economics and behavioral 
economics has better precision and accuracy in its results. Finally, the deviations of the 
rational model are eliminated through the application of the behavioral approach.

Reference

Ariely, D., Loewenstein, G., & Prelee, D. (2003). Coherent arbitrariness: Stable demand curves without stable 
preferences. Quarterly Journal of Economics(118), 73-105. https://doi.org/10.1162/00335530360535153

Boland, L. A. (1991). The Methodology of Economic Model Building. London and New York: Routledge.
Camerer, C. F. (2003). The behavioral challenge to economics: Understanding normal people. Federal Reserve 

of Boston meeting “How Humans Behave”, Caltech, Pasadena CA 91125, 1-34.
Challoumis, C. (2017). Quantification of Everything (A Methodology for Quantification of Quality Data with 

Application and to Social and Theoretical Sciences). SSRN. https://doi.org/10.2139/ssrn.3136014
Challoumis, C. (2018). Analysis of Axiomatic Models in Economics. SSRN.
Challoumis, C. (2018). Rational Economics in Comparison to the Case of Behavioral Economics (Keynesian, 

and Neoclassical Approaches). SSRN. https://doi.org/10.2139/ssrn.3209295
Challoumis, C. (2018). The impact factor of health on the economy using the cycle of money. Bulletin of the 

Transilvania University of Brasov, Series V: Economic Sciences Vol. 11 (60) No. 1 – 2018.
Chiang, A. A. (2005). Fundamental Methods of Mathematical Economics. McGraw-Hill(0-07-010813-7).
Crocco, M. (1998). Investement Decision and methodology: Keynes and Neoclassical. Est. Econ., Sao Paolo, 

28(2), 283-315.
Gihman, J., & Skorohod, A. V. (1972). Stochastic Differential Equations. Springer-Vertang inc. New York. 

https://doi.org/10.1007/978-3-642-88264-7
Gihman, J., & Skorohod, A. V. (1974). The theory of Stochastic Processes. Springer-Vertag Inc. New York.
Gihman, J., & Skorohod, A. V. (1975). The theory of Stochastic Processes. Springer-Vertang, 1.
Martin, L. J. (1971). Uncertainty and Optimal Consumption Decisions. Econometrica, 39.
Pech, W., & Milan, M. (2006). behavioral economics and the economics of Keynes. Wofford College, Uni-

versity of Wisconsin-Parkside.

https://doi.org/10.1162/00335530360535153
 https://doi.org/10.2139/ssrn.3136014
https://doi.org/10.2139/ssrn.3209295
https://doi.org/10.1007/978-3-642-88264-7

