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To the prior equations, ¢ represents the confirmation, h is about the hypothesis, a is
the application of the rational approach, and f is the behavioral approach. It ought to be
noted that the interpretation of equation (1) is from that factors o and  have influence
on the model. The feedback of the Q.E. model permits the behavioral approach to elimi-
nate the deviation between the factors o and B, 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 (€))

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 &RHVFLHQW |YDOXHV
h 0.8
o 0.7
B 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 ¢ 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 ¢
deviation from h. The reason is that in this form, we do not have the factor of B, which

16



Constantinos Challoumis. The R.B.Q. (Rational, Behavioral and Quantified) Model

comes from the behavioral approach; however, the factor of a 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:
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Figure 3: The frequency impact factor (a) f; and (b) f.

Case (a) represents the situation where the behavioral approach is omitted in the model.
We obtain that the impact factor of frequency f; 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 f,, 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.
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