Lecture 3 Exercise
AI-Guided Discussion: What Are Models?
Purpose of This Exercise
Lecture 3 asks a foundational question:
What is a model, and what is a model for?
This question is essential for understanding the difference between conventional microeconomics and Agent Based Microeconomics.
Conventional textbook models often aim at prediction. They try to generate observable outcomes such as prices, quantities, and equilibrium. Agent-based models, as used in this course, aim at explanation and understanding. They try to show how outcomes arise from agents, information, rules, contracts, and interaction over time.
The purpose of this exercise is to help you understand this methodological difference clearly.
You will use AI as a teaching assistant. The AI will not simply give you answers. It will ask diagnostic questions, evaluate your responses, correct misunderstandings, and help you produce a final written explanation.

Instructions
Step 1: Prepare the Materials
Open ChatGPT or another AI assistant.
Copy and paste the following items into the chat:
1. The Lecture 3 written notes.
2. The Lecture 3 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 3: “What Are Models? Prediction, Understanding, and Economic Reality.”
The instructor wants you to act as a teaching assistant for this course.
Your task is not to give me a standard 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 models are like maps;
· why different purposes require different models;
· the difference between prediction and explanation;
· why a model can predict without explaining;
· why conventional textbook models are often defended in terms of prediction;
· what Friedman’s “as-if” defense means;
· why the “as-if” defense does not help us if our goal is understanding;
· why we must avoid mistaking the map for the territory;
· what it means to model a market process;
· what emergence means in agent-based modeling;
· why ABM begins with agents, information, rules, contracts, and interaction.
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 aim at understanding market processes rather than merely predicting equilibrium outcomes?”
When I provide my final response, give feedback using this rubric:
· Does the answer explain the map analogy clearly?
· Does it distinguish prediction from explanation?
· Does it explain why a model can predict without explaining?
· Does it explain the “as-if” defense?
· Does it explain why the “as-if” defense is not enough for this course?
· Does it explain emergence in ABM?
· Does it explain why ABM begins with agents, information, rules, contracts, 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:
· the difference between prediction and explanation;
· why a model is like a map;
· why a model can be useful but still incomplete;
· why “as-if” modeling is not enough for understanding;
· what emergence means;
· why ABM gives a different way to study economic reality.

3. Your Final Revised Answer
Write a polished answer of 250–400 words to the following question:
Why does Agent Based Microeconomics aim at understanding market processes rather than merely predicting equilibrium outcomes?
Your answer should include:
· the idea that models are maps, not reality itself;
· the difference between prediction and explanation;
· the “as-if” defense of textbook models;
· why prediction alone does not give understanding;
· the idea of emergence;
· how ABM studies agents, information, rules, contracts, 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.

