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Table 1. Optimal 3-Pack for the Wine Example (Consumer B)

Horizon ('t)

3 7 14 21 28 35 42 100

Optimal n-pack  11;1;1° 11;1;1° 12;1;0° 12;1;0°  12;1;0°  12;1;0°  13;0;0°  13;0;0°

consumer buy? (We ignore the fact consumer A would
probably tend to buy a larger pack size.)

The fact that consumer A always chooses to con-
sume wine is evidence of an intrinsically low value
for U, one that is exceeded by U,, U,, and U;. We
would expect this consumer to always prefer wine
compared to the outside option. Indeed, forany t n,
asU,! 1 , the value function of the generalized
model (13) can be well approximated by the value func-
tion of the canonical model (up to an additive con-
stant). This is because the dominant term in (13) for any
n-pack becomesitleilt, nolk,!:: k1% i :4Vigt o,

with the remaining »* M1k, 1°% 1 terms contain-

I
ing additional powers of e, which diminishes their
contributionto V, asU,! 1 . In consumer As case,
the utility-maximizing 3-pack is therefore three bottles
of Chardonnay, which is the same as in the canonical
model.

The fact that consumer B chooses to consume wine
infrequently is evidence of an intrinsically higher value
for U,: Given they select the outside option 6/7 of the
time, their value for U, exceeds the values forU,, U,,
and U, (we useq:,UO 0:1544 U, 2:301, U, U,

3:8415so0that 2 e 1in our subsequent calcula-
tions). Nevertheless, for large values of t, the results
for consumer B are identical to those of consumer A.

This is because, ast |1 ; the dominant term in (13)
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