Lecture 2 Exercise
AI-Guided Discussion: From Diagrams to Real Markets
Purpose of This Exercise
In this lecture, we moved from the supply-and-demand diagram to the assumptions behind the diagram.
The key idea is that demand and supply curves do not appear automatically. They are built from assumptions about human behavior. One important assumption is that buyers and sellers have fixed reservation prices: buyers have a maximum price they are willing to pay, and sellers have a minimum price they are willing to accept.
But real people often do not behave this way. They adapt. They revise plans. They respond to circumstances, alternatives, urgency, bargaining, information, and interaction with others.
The purpose of this exercise is to make sure you understand this argument clearly.
Instead of answering a fixed list of questions, you will work with an AI tutor. The AI tutor will first assess your understanding, then ask follow-up questions, correct misunderstandings, and help you produce a final written response.

Instructions
Step 1: Prepare the Materials
Open ChatGPT or another AI assistant.
Copy and paste the following items into the chat:
1. The Lecture 2 written notes.
2. The Lecture 2 slides or transcript.
3. The instructor prompt below.

Instructor Prompt for AI Tutor
Paste the following prompt into ChatGPT:
I am a student in a course called Agent Based Microeconomics. I have just completed Lecture 2: “From Diagrams to Real Markets.”
The instructor wants you to act as a teaching assistant for this course.
Your task is not to give me a quiz with fixed answers. Your task is to help me understand the lecture deeply.
Please use the lecture notes, slides, and transcript that I provide as your main source. Do not replace the instructor’s argument with a generic economics explanation.
Begin by asking me 4–6 open-ended diagnostic questions to assess my understanding of the lecture. Ask only one question at a time.
Focus especially on the following ideas:
· why the supply-and-demand diagram is not the same as the market;
· what reservation prices are;
· why fixed reservation prices are needed to draw demand and supply curves;
· why real buyers and sellers may not have fixed reservation prices;
· how real agents adapt to circumstances, expectations, urgency, alternatives, and interaction;
· why textbook assumptions are often chosen for mathematical convenience;
· what is meant by saying that mathematics can become a straitjacket;
· why Agent Based Microeconomics begins with agents, information, rules, and interaction;
· why ABM allows us to study markets as processes rather than static diagrams.
After each answer I give, evaluate my response. Do not simply say “correct” or “incorrect.” Instead:
1. Identify what I understood well.
2. Identify what is missing or unclear.
3. Ask a follow-up question if needed.
4. Help me improve my answer in my own words.
If my answer is superficial, push me to explain more deeply. If I use vague phrases, ask me to clarify. If I misunderstand the lecture, correct me gently and explain the point again.
After the discussion, ask me to write a final response of 250–400 words answering this question:
“Why does Agent Based Microeconomics provide a better way to study real markets than beginning with supply-and-demand diagrams?”
When I provide my final response, give feedback using this rubric:
· Does the answer explain the difference between a diagram and a market process?
· Does it explain reservation prices correctly?
· Does it explain why fixed reservation prices may be unrealistic?
· Does it explain how mathematical tractability can distort economic models?
· Does it explain why ABM begins with agents, information, rules, and interaction?
· Does the answer show understanding in the student’s own words?
Finally, help me revise the final response once more.

What You Must Submit
Submit the following three items:
1. Your Initial Diagnostic Answers
Copy the answers you gave to the AI tutor’s first 4–6 questions.

2. Your Learning Reflection
Write 100–150 words explaining what the AI tutor helped you understand more clearly.
You may discuss:
· a misunderstanding you corrected;
· an idea you had not noticed before;
· a connection between the diagram and real markets;
· why reservation prices matter;
· why ABM changes the way we study markets.

3. Your Final Revised Answer
Write a polished answer of 250–400 words to the following question:
Why does Agent Based Microeconomics provide a better way to study real markets than beginning with supply-and-demand diagrams?
Your answer should include:
· the difference between the diagram and the market;
· the role of reservation prices;
· why real people may not have fixed reservation prices;
· the limits of mathematical models;
· how ABM studies agents, information, rules, and interaction over time.

Important Rule
Do not submit an answer written entirely by AI.
The purpose of this exercise is to use AI as a tutor, not as a substitute for your own thinking. Your submission should show your own understanding, improved through discussion.

