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Abstract

The purposes of this study were to test whether the “Prospect Theory” approach by
Kahneman and Tversky that explains the economic behavior of human decision- making under
uncertainty which was an alternative theory to the wide beliefs of expected utility theory can be
applied to the similar samples in Thailand.

The 104 samples were from the first and second year student groups in the Bachelor’s
degree in Business Administration (International Program) of the Faculty of Commerce and
Accountancy at Thammasat University. The questionnaires, adapted from the paper that was
published in Econometrica by Kahneman and Tversky, were used to collect the data for analysis.
The statistics used percentage, mean and the test of significance.

It was found that the behavior of the subject groups conformed to the results in the
Kahneman and Tversky work and were statistically significant in the following cases : 1) Facing
all choices with uncertainties, the respondents preferred the prospect with higher value. 2) When
the probability of winning was reduced in both prospects and both prospects become uncertain,
the prospects with higher outcome were picked. 3) When the prospects were changed to have
non-monetary outcome and became a trip to foreign countries with uncertainty in both prospects,
the respondents preferred the one with more countries even though the probability of the outcome
was lower. 4) Where probabilities of winning were substantial, most people chose the prospect
where winning was more probable, where winning was possible but not probable, most people
chose the prospect that offered the larger gain. 5) Framing Effect was present even though the

magnitude was less than the results in Kahneman and Tversky’s paper.

Keywords: Prospect Theory, Kahneman and Tversky, Local Subject Group in Thailand
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Problem 1: Choose between
O A: 2,500 with probability .33 OB: 2,400 with certainty
2,400 with probability .66

0 with probability .01




62

v
v A o =2

dy Y Y A 1 S v JdA [
HONIINU fJQ?JﬂWﬂ']?JGﬁQﬂﬂQﬂ'lﬁclﬁla@ﬂ3$ﬁ?WQﬁﬂWuﬂWﬁﬂ!VlllWﬁaW'ﬁlﬂfJ']ﬂu U
' { ' o v A <] ° [
Glﬁla@ﬂﬁ%ﬁ']’lﬂﬁ@ﬂﬂWﬂLa@ﬂ“ﬁllﬂﬂﬂ’lﬂﬂu DUINAVINWAVDN Framing Effect ﬂIﬂfJﬂ']ﬂ”lﬁJﬂ\W]@

Y
2819910 il

Problem 19 Imagine that Thailand is preparing for the outbreak of an unusual Asian disease,
which is expected to kill 600 people. Two alternative programs to combat the disease have been
proposed. Assume that the exact scientific estimates of the consequences of the programs are as
follows:

If Program A is adopted, 200 people will be saved.

If Program B is adopted, there is one-third probability that 600 people will be saved
and a two-thirds probability that no people will be saved.

Which of the two programs would you favor? CJProgram A or [1Program B

Problem 20 In the same situation as Problem 19. Assume that the exact scientific estimates of the
consequences of the programs are as follows:
If Program C is adopted, 400 people will die.
If Program D is adopted, there is one-third probability that nobody will die and a two-
thirds probability that 600 people will die.

Which of the two programs would you favor? [Program C or OProgram D
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Problem 21 Imagine that you have decided to see a play and paid the admission price of
1,000 Baht per ticket. As you enter the theater, you discover that you have lost the ticket. The
seat was not marked, and the ticket cannot be recovered.

Would you pay 1,000 Baht for another ticket?

O Yes O No

Problem 22 Imagine that you have decided to see a play where admission is 1,000 baht per
ticket. As you enter the theater, you discover that you have lost a thousand baht bill.

Would you still pay 1,000 baht for the play?

O Yes O No

Problem 23 Imagine that you are about to purchase a jacket for 20,000 baht and a calculator
for 2,400 baht. The calculator salesman informs you that the calculator you wish to buy is on sale
for 1,600 Baht at the other branch of the store, located 20 minutes drive away. Would you make a
trip to the other store?

O Yes O No

Problem 24 Imagine that you are about to purchase a jacket for 2,400 baht and a calculator
for 20,000 baht. The calculator salesman informs you that the calculator you wish to buy is on
sale for 19,200 Baht at the other branch of the store, located 20 minutes drive away. Would you
make a trip to the other store?

O Yes O No
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Problem 1: Choose between
A: 2,500 with probability .33
2,400 with probability .66

0 with probability .01
Problem 2: Choose between
C: 2,500 with probability .33

0 with probability .67

Problem 3: Choose between

A: (4,000, .80)

Problem 4: Choose between

C: (4,000, .20)

Problem 5: Choose between

B: 2,400 with certainty

D: 2,400 with probability .34

0 with probability .66

B: 3,000

D: (3,000, .25)

A: 50 % chance to win a three-week tour of B: A one-week tour of England, with
England, France, and Italy; certainty.

Problem 6: Choose between

C: 5 % chance to win a three-week tour of D: 10 % chance to win a one-week tour of
England, France, and Italy; England.

Problem 7:

A: (6,000, .45)

B: (3,000,.90)
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Problem 8:

C:  (6,000,.001) D: (3,000,.002)

Problem 9: Suppose you consider the possibility of insuring some property against damage, e.g. fire
or theft. After examining the risks and the premium you find that you have no clear preference
between the options of purchasing insurance or leaving the property uninsured.

It is then called to your attention that the insurance company offers a new program called
Probabilistic insurance. In this program you pay half of the regular premium.. In case of damage,
there is a 50 percent chance that you pay the other half of the premium and the insurance company
covers all the losses, and there is a 50 percent chance that you get back your insurance payment and
suffer all the losses. For example, if an accident occurs on an odd day of the month, your pay the
other half of the regular premium and your losses are covered, but if the accident occurs on a even
day of the month, your insurance payment is refunded and your losses are not covered.

Recall that the premium for full coverage is such that you find this insurance barely worth its cost

Under the circumstances, would you purchase probabilistic insurance:

Problem 10
Consider the following two-stage game. In the first stage, there is a probability of .75 to end
the game without winning anything, and a probability of .25 to move into the second stage. If

you reach the second stage you have a choice between

(4,000, .8) and (3,000)

Problem 11 In addition to whatever you own, you have been given 1,000. You are now
asked to choose between

A: (1,000, .50) B. (500)

Problem 12  In addition to whatever you own, you have been given 2,000. You are now asked to
choose between

A: (1,000, .50) B. (-500)
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Problem 13:

A: (6,000, .25) or B: (4,000,25; 2,000,25)

Problem 13°:

C: (-6,000, .25) or D: (-4,000,.25; -2,000,.25)
Problem 14:
A: (5,000, .001) or B: (5)

Problem 14°:

C:  (-5,000,.001) or D: (-5)

Problem 3’: Choose between

A: (4,000, .80) B: -3,000

Problem 4°: Choose between

C: (-4,000, .20) D: (-3,000, .25)
Problem 7°:
A: (-6,000, .45) B: (-3,000,.90)
Problem 8’:

C:  (-6,000,.001) D: (-3,000,.002)
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Problem 19 Imagine that Thailand is preparing for the outbreak of an unusual Asian disease,
which is expected to kill 600 people. Two alternative programs to combat the disease have been
proposed. Assume that the exact scientific estimates of the consequences of the programs are as
follows:

If Program A is adopted, 200 people will be saved.

If Program B is adopted, there is one-third probability that 600 people will be saved and a two-
thirds probability that no people will be saved.

Which of the two programs would you favor? Program A or Program B

Problem 20 In the same situation as Problem 19. Assume that the exact scientific estimates of the
consequences of the programs are as follows:

If Program C is adopted, 400 people will die.

If Program D is adopted, there is one-third probability that nobody will die and a two-thirds
probability that 600 people will die.

Which of the two programs would you favor? Program C or Program D

Problem 21 Imagine that you have decided to see a play and paid the admission price of 1,000
Baht per ticket. As you enter the theater, you discover that you have lost the ticket. The seat was
not marked, and the ticket cannot be recovered.

Would you pay 1,000 Baht for another ticket?

Yes No

Problem 22 Imagine that you have decided to see a play where admission is 1,000 baht per ticket.
As you enter the theater, you discover that you have lost a thousand baht bill.
Would you still pay 1,000 baht for the play?

Yes No

Problem 23 Imagine that you are about to purchase a jacket for 20,000 baht and a calculator for

2,400 baht. The calculator salesman informs you that the calculator you wish to buy is on sale for
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1,600 Baht at the other branch of the store, located 20 minutes drive away. Would you make a
trip to the other store?

Yes No

Problem 24 Imagine that you are about to purchase a jacket for 2,400 baht and a calculator for
20,000 baht. The calculator salesman informs you that the calculator you wish to buy is on sale
for 19,200 Baht at the other branch of the store, located 20 minutes drive away. Would you make
a trip to the other store?

Yes No
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Imagine that you are actually faced with the choice described in the problem and indicate
the decision you would have made in such a case. The responses are anonymous, and there

is no ‘correct’ answer, the aim of the study is to find out how people choose among risky

prospects. The unit to be chosen is in Thai Baht.

Please answer every problem and think carefully before you answer. Thank You!

Problem 1: Choose between

A:

30,000 with probability .33

28,800 with probability .66

0 with probability .01

Problem 2: Choose between
C:

0 with probability .67

Problem 3: Choose between
A: (48,000, .80)
Problem 4: Choose between
C: (48,000, .20)
Problem 5: Choose between
A:

France, and Italy;

30,000 with probability .33

50 % chance to win a three-week tour of England,

B:

28,800 with certainty

28,800 with probability .34

0 with probability .66

36,000

(36,000, .25)

A one-week tour of England, with

certainty.
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Problem 6: Choose between

C: 5 % chance to win a three-week tour of England, D: 10 % chance to win a one-week
France, and Italy; tour of England.

Problem 7:

A: (72,000, .45) B: (36,000,.90)

Problem 8:

C: (72,000, .001) D: (36,000,.002)

Problem 9: Suppose you consider the possibility of insuring some property against damage, e.g. fire
or theft. After examining the risks and the premium you find that you have no clear preference
between the options of purchasing insurance or leaving the property uninsured. It is then called to
your attention that the insurance company offers a new program called Probabilistic insurance. In
this program you pay half of the regular premium. In case of damage, there is a 50 percent chance
that you pay the other half of the premium and the insurance company covers all the losses, and there
is a 50 percent chance that you get back your insurance payment and suffer all the losses. For
example, if an accident occurs on an odd day of the month, your pay the other half of the regular
premium and your losses are covered, but if the accident occurs on a even day of the month, your
insurance payment is refunded and your losses are not covered. Recall that the premium for full
coverage is such that you find this insurance barely worth its cost. Under the circumstances, would

you purchase probabilistic insurance: A. Yes B. No

Problem 10: Choose between

A: (72,000, .25) or B: (48,000,.25; 24,000,.25)

Problem 10°: Choose between

C:  (-72,000, .25) or D: (-48,000,.25; -24,000,.25)
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Problem 11: Choose between

A: (60,000, .001) or B: (60)

Problem 11°: Choose between

C:  (-60,000,.001) or D: (-60)

Problem 12: Choose between

A: (48,000, .80) B: -36,000

Problem 13: Choose between

C:  (-48,000, .20) D: (-36,000, .25)

Problem 14: Choose between

A (-72,000, .45) B: (-36,000,.90)

Problem 15: Choose between

C:  (-72,000, .001) D: (-36,000,.002)

Problem 16
Consider the following two-stage game. In the first stage, there is a probability of .75 to end
the game without winning anything, and a probability of .25 to move into the second stage. If
you reach the second stage you have a choice between
A. (48,000, .8) and B. (36,000)
Your choice must be made before the game starts, i.e. before the outcome of the first stage is

known.
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Problem 17 In addition to whatever you own, you have been given 12,000. You are now
asked to choose between

A: (12,000, .50) B. (6,000)

Problem 18 In addition to whatever you own, you have been given 24,000. You are now
asked to choose between

A (-12,000,.50) B. (-6,000)

Problem 19 Imagine that Thailand is preparing for the outbreak of an unusual Asian disease,
which is expected to kill 600 people. Two alternative programs to combat the disease have been
proposed. Assume that the exact scientific estimates of the consequences of the programs are as
follows:

If Program A is adopted, 200 people will be saved.

If Program B is adopted, there is one-third probability that 600 people will be saved and a two-
thirds probability that no people will be saved.

Which of the two programs would you favor? Program A or Program B

Problem 20 In the same situation as Problem 19. Assume that the exact scientific estimates of the
consequences of the programs are as follows:

If Program C is adopted, 400 people will die.

If Program D is adopted, there is one-third probability that nobody will die and a two-thirds
probability that 600 people will die.

Which of the two programs would you favor? Program C or Program D

Problem 21 Imagine that you have decided to see a play and paid the admission price of 1,000
Baht per ticket. As you enter the theater, you discover that you have lost the ticket. The seat was
not marked, and the ticket cannot be recovered.

Would you pay 1,000 Baht for another ticket?

Yes No
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Problem 22 Imagine that you have decided to see a play where admission is 1,000 baht per ticket.
As you enter the theater, you discover that you have lost a thousand baht bill.
Would you still pay 1,000 baht for the play?

Yes No

Problem 23 Imagine that you are about to purchase a jacket for 20,000 baht and a calculator for
2,400 baht. The calculator salesman informs you that the calculator you wish to buy is on sale for
1,600 Baht at the other branch of the store, located 20 minutes drive away. Would you make a
trip to the other store?

Yes No

Problem 24 Imagine that you are about to purchase a jacket for 2,400 baht and a calculator for
20,000 baht. The calculator salesman informs you that the calculator you wish to buy is on sale
for 19,200 Baht at the other branch of the store, located 20 minutes drive away. Would you make
a trip to the other store?

Yes No
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MANHIN A

Paired Differences

Mean Std. Deviation Std. Error Mean t Sig. (2-tailed)

1 -0.02 1.00 0.10 -0.20 0.85
2 0.44 0.90 0.09 5.01 0.00
3 0.09 1.00 0.10 0.89 0.38
4 0.40 0.92 0.09 4.38 0.00
5 -0.34 0.95 0.09 -3.65 0.00
6 0.09 1.00 0.10 0.89 0.38
7 -0.31 0.95 0.09 -3.32 0.00
8 0.59 0.81 0.08 7.31 0.00
9 0.01 1.01 0.12 0.12 0.91
10 -0.10 1.00 0.10 -1.00 0.32
11 -0.18 0.99 0.10 -1.82 0.07
12 0.07 1.00 0.10 0.70 0.48
13 -0.11 1.00 0.10 -1.11 0.27
14 -0.01 1.01 0.10 -0.10 0.92
15 -0.01 1.01 0.10 -0.10 0.92
16 0.13 1.00 0.10 1.31 0.19
17 0.06 1.00 0.10 0.60 0.55
18 0.04 1.00 0.10 0.42 0.68
19 -0.11 1.00 0.10 -1.04 0.30
20 0.02 0.98 0.10 0.21 0.83
21 0.35 0.94 0.09 3.69 0.00
22 -0.13 1.00 0.10 -1.30 0.20
23 -0.11 1.00 0.10 -1.10 0.28
24 0.03 1.00 0.10 0.30 0.77
25 0.06 1.00 0.10 0.60 0.55
26 -0.04 1.00 0.10 -0.40 0.69
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