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You're four times
It’s hard to
more likely to have
concentrate on
a road accident
two things

when you're on
at the same time.
a mobile phone.




Prospect Theory
®

Loss Aversion

We feel losses more
keenly than gains

Diminishing Sensitivity
$100-200 is felt more than
$900-1,000

Loss

Adaptation Level

Relative to a neutral
reference point
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Who is happier?
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The discount:
Computers vs. Calculators

You’re buying a computer —it is priced at 2000€
BUTthe salesperson is a friendofyours and givesyou a tip: the
computer is on sale in a shop 20-minute drive away.

Whatkindofdiscountwouldmakeitwortha20-minute drive?

You’re buying a calculator — it is priced at 50€
BUT the salesperson is a friend of yours and gives you a tip: the
calculator is on sale in a shop 20-minute drive away.

What kind of discount would make it worth a 20-minute drive?




The hotel experience

The 100% perfect experience
(where NOTHING at all went wrong)

VS

.'ll"l_?e very &oo experience

e very good experience

(where a tiny issue came up BUT was fixed on
the spot)
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SUBSCRIPTIONS

1 Welcome to
3 |

Pick the type of subscription you want to buy
or renew.

0 Econon criptic

One-year subscrlptmn to Econommt com.
Includes online access to all articles from
The Economist since 1997.

QPrint & ptiol :
One-year subscriptlon to the prmt edition

of The Economist and online access to all
articles from The Economist since 1997.
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[] Check the box below if you want to
participate in the organ donor program

The countries on the left have a form at the DMV

OuUT



[] Chcck the box hg

s the

[ ] Check the box below if you don’t want
to participate in the organ donor program

Interestingly enough, when people get this,



] Checl( the box balestWEL
o
etk "gan donor program




So why do - some - smart
people take bad decisions ?
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