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Decision 302

Decision Making Theory

(Loss vs. Gain/Framing)

“We have a hunger of the mind which asks for knowledge of all around us, and the more we gain, the more is our desire; the more we see, the more are we capable of seeing.”

 Maria Mitchell, astronomer and educator

Which do you prefer?

A) Sure gain of $240

B) A 25% chance to gain $1,000, and a 75% chance to gain nothing.

C) A sure loss of $750

D) 75% chance to lose $1000 and 25% chance to lose nothing.

84% choose A

87% choose D

73% choose AD

3% choose BC

When people have a sure thing in hand, they tend not to go for the potential bigger gain and lose what they have. People hate to lose what they have.
Instead of the sure loss, people will gamble with an even bigger gamble on the line for the chance to break even. (This is why casinos have big chandeliers….) When people feel pain or have experienced loss, they will spend more to get out of the loss or come out of the pain, even if the odds are against success.

How a question, proposal, idea, product or statement is framed can largely determine what the majority of people will do.

Make sure you frame questions to your SELF both ways.

1193 Medical Doctors asked the question in terms of, “surgery will yield a 68% of survival after one year”, 75% chose this option.

When phrased, in the death frame, “with surgery, 32% will be dead by the end of the year”, then only 58% chose the surgery option.

The FRAME of a proposal can alter life and death decisions, even though the DATA is IDENTICAL.

Valued Dimension Alternative

a) 26 Home Runs and .273 Hitter 

EQUALS

b) 20 Home Runs and a ______ Hitter

Once they are equal, pick the player you want on your team.

You have a Most Valued Dimension in your decisions and will choose that despite equality with other options for the whole.
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