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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;1º ¹1;1;1º ¹2;1;0º ¹2;1;0º ¹2;1;0º ¹2;1;0º ¹3;0;0º ¹3;0;0º

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 U0, one that is exceeded by U1, U2, and U3. We
would expect this consumer to always prefer wine
compared to the outside option. Indeed, for any t � n,
as U0 ! �1 , the value function of the generalized
model (13) can be well approximated by the value func-
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