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&at 3RE 3.08(.09) 2.34(.08) 2.91(.07) 3.81(.09) 2.87(.09)
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How the representation of probability affects framing effect?

Cheongtag Kim Minhee Han

Department of Psychology & Programs of Cognitive Science, Seoul Nationa! University

Whether human beings are rational or not is one of the main issues in the areas of reasoning, problem solving,
and judgment and decision making. One of the findings against the human rationality is that people respond
differently to the logically same but differently described problems. In judgment decision making, the framing
effect is one kind of the phenomena. However, little attention has been paid to the linguistic aspect of the
effect. Recently Kiihberger (1995) demonstrated that the framing effect can disappear by presenting problems in
a differenc way. While Kiihberger study focused on representation of outcomes, the present study investigated
the effect of probability representation on framing effects. In experiment 1, a probability of an option was
presented in the forms of four different probability distributions with the same expected value: Long-shot which
contains high outcomes with low probabilities and O outcome with high probability, shorc-shot which does not
contain very high and low outcomes with higher probability for higher outcomes, rectangular, and riskless which
does not contain very high and low outcomes with higher probability for lower outcomes (see Lopes, 1995). The
presentation of problems in a positive and a negative frame did not change preferences for long-shot, short-shor,
and riskless. The short-shot was preferred to sure outcome, long-shot and riskless for the positive and negative
frames. However, the sure outcome was preferred to rectangular in the positive frame while rectangular was
preferred in the negative frame. Frame-dependent preference reversals were found only when we compare the sure
outcome and the recrangular distribution. In experiment 2, the interaction of aspiration levels and the ways of
presenting probabilities was investigated. Subjects' aspiration levels were manipulated by using scenarios. Subjects
with high aspiration level preferred riskless and long-shot while those with low aspiration level preferred sure
outcome and short-shot to the others. These results suggest that the representation of probability in choice

problems is one of the critical factors that determine the degree of risk and the consequent choices.

Keywords framing effect, utility, representation of probability, aspiration level

1 24 2003, 4. 30.
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