
 Anomalies 185

 Figure 1

 Discounting as a Function of Time Delay and Money Amount.
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 Source: Benzion et al. (1989).

 which occurs at t11 and a bigger later reward B, which occurs at t2.4 The lines

 represent the present utility of the rewards as perceived by the individual at different

 points in time. If the individual discounts the future at a constant rate, that is, if

 discounting is constant for different time delays, then the curves will never cross.

 However, if discounting decreases as a function of time delay, as the empirical

 research suggests, then the curves may cross, leading to a reversal of preference. When

 both rewards are sufficiently distant, the individual prefers B, but as S becomes more

 proximate, its relative value increases until at t*, S abruptly comes to dominate B in

 terms of present utility. The significance of the crossing curves is that behavior will not

 generally be consistent over time. In the morning, when temptation is remote, we vow

 to go to bed early, stick to our diet, and not have too much to drink. That night we

 stay out until 3:00 a.m., have two helpings of chocolate decadence, and sample every

 variety of Aquavit at a Norwegian restaurant. Applied to saving, as Strotz (1956)

 4This analysis is based on Ainslie (1975).
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