2 Kg R2y QG LIS2LXx S
good evidence?

U We mistake poor evidence as good evidence.
2SS A3Iy2NBE 3I22R SPARSYO
U We fail to proportion our beliefs to the evidence.
Al dzyFya INB F t9/![L!w
igSQNBE RAAGNY OGSRZ F2NBSE
i we avoid risk and loss and the unknown.
igSQNBE O2YYAGGSR G2 2dzada
Awrlile we are gapable of r,na}king ra}ion@l decisiong
6S YIFI1S aeauSYLFLUAO ayYaA
decisionmaking and (potentially) our quality of life,
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Homo
Economicus

Perfectly rational,
selfinterested agent
who possesses (and

remembers!) each

and every relevant
consideration when
making decisions.

Homer
Simpson

Perfectly irrational,
doughnutmotivated,
beerseeking,
responsibilityaverse,
proudly ignorant,
anti-intellectual, and
yet still funny as hell!




2Kl GQa|l 2y ¢+
Chocolatgl tonight?

Homo
Realitus

awSlEt KdzYl vy
capable of rational
decisions, who are also
predictably irrational,
swayed by emotions,
constrained by social
norms and moral/ethical
standards, and who
engage in loving
relationships.

Did |
leave the
oven on?

Designing the Perfec
Garden Shed trust?
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Traditional Economics HomoEconomicus
Behavioral EconomicsHomoRealitus

ASurprising results of social
scientific studies =

2SS INB at NBRA f e
A Fascinating insights into Decisiofi

Making & Assessing Evidence
A Applications to DecisieMaking ARIELY

in Wellness Contexts

Wellness Scenarios / Contexts

A. Health and Nutrition

i Fad Diets, Homeopathic Remedies, Alternative
Medicine, Health and Wellness Practices

B. Dating, Relationships, Marriage
C. Home Economics
i Family DecisioMaking, Consumer Choices
D. Einancial Investments
i Retirement, Savings, Budgets, Debt
E. Drug Use, Drinking, Tobacco, Safe Sex




1. Equatdntensitywith Probability

At KIG§Q&8 adzOK | thahlwwlL. [ 9
OFyQil AYFIAYS Al b K|
A That such a WONDERFUL outcome that/® ®

L OFyQi ANabm@ding!S A0\ —ic¢

2. EquateProximitywith Probability

w A Immediate results outweigh the future.
%“" ALttt ait2L) LIN2ONI &

—
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3. Optimistic Bias / Wishful Thinkin
A Fixate on (good, desired) o
outcome rather than evidence. v)
4. Pessimistic Bias / Negative Think
A Fixate on (negative, feared)
outcome rather than evidence. " ’
A Link to: Cognitive Therapy

5. Risk Aversion & Loss Aversion

? A We prefer options that are
7~ FAMILIAR.

X
o) (o)
;\@ A The UNKNOWN represents
negative risk.

A We avoid(perceived) losses.

A Strangely enough, we wikike even
GREATER RIS&&void further
losses!




RESULT

A We become too scared to act:

Settle for our current (known) situation.
Make passive mistakes.

Ignore longterm results.

A2S 06S502YS GoALREI NE A
Fixate on Positive or Negative Outcomes.
Paralyzed by Unknown Outcomes.

Avoid Taking Risks.

Engage in Loss Aversion & Take Greater Risks.
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6. Failure to Think Creatively

AWe imagine a limited set of outcomes.
A We imagine a limited set of options/choices.
A Link to: Positive Psychology

7. Failure to Reflect on Experiencs

A Personal experience is marginalized, especial
when it comes to satisfaction and happiness

A Experience of others (experts) is ignored

8. Failure to Gather Good Eviden}c

A Personal experience BOTalways a good guide
when assessing the probability of the outcome:
i We are swayed by: anecdotes, emotionally powerful
thy3adz2 38y O2AYyOARSYyOSasz
A Failure to assess tHBUALIT%f evidence:
i We are swayed by: appeals to majority, bandwagon
STFSOG: YvYeaiSNA2dzakaKe LIR
A Failure to gatheAPPROPRIAEHdence:

1 Qualitative studies, case studies, clinical trials,
experiments (including: adequate sample size, random
sampling, control/isolation of variables, repeatable
NB&SIENDK yR FAYRAYIAZ LY




PP t 22N a! FFSQI

A Cognitive/Affective Simulator Failure:
izS FYyGdAOALI GS dKIFG ¢S ¢
i But we are disappointed.
T Link to: consumer purchases.
R4, 2dz Oy KI @S tyea O2¢
i We value CHOICE now, thinking that in the future,
we will be more satisfied/happy with result.
i However, having a choice actually undermines our
satisfaction and happiness!
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10. The Appeal of Arousal

Al NP dza INeurd9yOR y@ YA 04 ¢
i Decisio,nmaking is predictably irrational in'both .
aK20¢ |yR 4aO2tRé¢ adl uSa
i Physiological arousal distorts our experience.
A2 KIFiQa KIFLWSyAy3a (2 2
these predictably irrational decisions?
i Everyone has an emotional response deep in the
Amygdalgimpulsive, emotional, arousal)
i¢KS CNRyidlFf /2NISE KI &
the effect of impulsivity.

RESULT

A2S YI1S RSOAarz2ya GKI
term goals, plans, or priorities:
i We think in NARROWUNCREATI\izays.
i We mistakeANECDOTESIdPERSONAL EXPERIEN

as systematic / objective evidence.

AWe makelNACCURATE PREDICATHDNIS
how much future happiness/satisfaction we wil
experience.

A.20K aK2iG¢é¢ yR aO2f R¢
AROUSAInfluence our decisiomaking:
i28 FILAL G2 aY2RdzZ FGS¢ 2




11. Placebo Effect & Expectations

A The reality that we experience is shaped by
our EXPECTATIONS
1 Balsamic Vinegar and Beer
i Saline Solution and Pain Management
1 HighPriced, National Brand Medicine

A Synthetic Happiness & Psychological Immune
System: Learning to be Satisfied/Happy.

A Relativity: happiness is indexed by compariso
1 Link to: consumerism
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12. Framing, Bracketing, Anchorin

A Framing: Changing the Default & Passive Mistake
T 80% fat free vs. 20% full fat
i all-inclusive vacations vs. only one free drink
i cable TV packages, magazine subscriptions, health clu
i investing for retirement, organ donation

A Bracketing: How Useless Options Shape our
Decisions
1 The Economist Subscriptions
i Medical Doctor Scenarios

A Anchoring: Ratcheting up our Estimation of Value
1 Paying the Price & Price of Ownership

Economist.com Experimental Results

Welcome to
The Economist Subscription Center 3 Options:
Pick the type of subscription you want to bu!
or renew:

Economist.com SubscriptionUS $59.00) 16 %
Oneyear subscription to Economist.com.
Includes online access to all articles fraime
Economissince 1997.

Print Subscriptiorg US $125.00 0%
Oneyear subscription to the print edition of
The Economist

Print & Web Subscription US $125.00 84.%
Oneyear subscription to the print edition of
The Economistnd online access to all article:
from The Economigtince 1997.

Ee)

Ee)

Ee)




Economist.com S r=mmm = Experimental Results

Welcome to
. | The Economist Subscription Center 3 Options: | | 2 Options:
Pick the type of subscription you want to bu:
- or renew:

C Economist.com SubscriptionUS $59.00 16 % 68 %

Oneyear subscription to Economist.com.
Includes online access to all articles fraime

Economissince 1997.

€ —Print Subseriptior US-$125.00 0%
’ he-print

o intion-to-t dition-of

¥ P P

Fhe-Econemist

C Print & Web Subscriptiog US $125.00
Oneyear subscription to the print edition of
The Economisind online access to all article;
from The Economistince 1997.

84 % 32%
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Mo®d® ¢KS I ff dz2NB

A Traditional Economic<Cheating occurs as a
result of balancing: reward, punishment,
probability of getting caught (reward vs. risk).

A Howeverpehavioral economictnds that social
Y2N¥a 68alSOAlLtte FI A
OKSIFGAY3 AYy GANNI GA2Y
1 For traditional ecpnomics, moraljty is cgn§idered a

GFFAEdNBE 2F LISNFSOG NI
i28 R2y Qi I gl &a -imeRestammd (
sometimes we punish others.

¢KS 1 ffdz2NB 27F |{

A So,whendo we real humans cheat? Under
what conditions?Howmuchdo we cheat?

A Cheating is more likely (predicable) when:
7 No possibility of getting caught
i Symbolic units of value (tokens, not money)
T When others are cheating

A Link to: steroid use/performaneenhancing
drugs, investment schemes, petty theft, etc.




RESULT

A We expect higkpriced medications, remedies,
and supplements to work better, and we
report that we are more satisfied with them!

i This Placebo effect can be expensive!

A Framing, bracketing, anchoring can alter the
decisions we make by presenting choices in
skewed or deceptive ways.

At KS AYLlzZ asS G2 OKSI
no accountability, when the units of value are
abstract, and when others are cheating.
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Some General Adviced =
] ."’ ORORY. 4
A We are NOT perfectly rational, espem%‘};\d 55
when it comes to:
i Fairness, Morality, Kindness, Love, Justice, Compassi
A However, other irrational decisions occur in
situations that we can remedy by keeping in mind
several important ideas:
A Identify when we are likely to mistake PROXIMITY
or INTENSITY with probability.

i Especially when we are faced with RISk STOP!
LOSS, UNCERTAINTY, or the TEMPTAN™® T o
of IMMEDIATE GRATIFICATION.

© v
i Remember to be patient, slow down. @A

Some General Advice

A Be creative: consider a full range of possible
outcomes, without focusing on the
evidence/probability for each.

A Be systematic: consider the evidence for/againg
each outcome.

i Gather objective/empirical evidence
i Reflect on personal experience

1 Talk to others / experts
A Consider mainstream explanation
for the same observed effects.

T Be willing to do some additional research

<
@@




Some General Advice

A Consider your anticipated responset y
for each outcome:
i188SLI AY YAYR 2dzNJ RAadzN
A The Placebo Effect: remember that our
EXPECTATIONS will shape what we experieng
i52y Qi LIF& (22 YdOK F2N
A Note when you are most vulnerable to making
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poor decisions: <
i52y Qi YIS ﬁéma;\*‘; Y/
i52yQi YIS F?S()i\é?xvé\y
A .

AIA Some General Advice

B

<6

A The environment is full of
confusing information.

A Complexity can be
discouraging.

A Break larger problems
into smaller decisions.

Some General Advice

Al KFy3a8S GKS aFNFYAyYy3SE
T Isolate / Eliminate / Reverse variables to reveal
different perspectives (e.g., from owner to buyer).
iNBaArald OKzz2aiay3a GKS &Y
0S50l dzaS AGQa GKS YARRE S
A Avoid passive mistakes by changing the
default:
1 Saving for retirement, getting rid of clutter,

clothing, or old books. w@

S0
~




Some General Advice?,

i{2YSGAYSa | daol
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HIGH DEFINITION TV §3Y}

3 MONTHS
FREE

$120 VALUE

ORDER NOW!)

Some General Advice

A Remember thaEVIDENCE the best
guide to assessinGROBABILITY

i When available, experimental evidence is best,
including: doubleblind experiments, clinical trials,
case studies, systematic qualitative studies.

i Proportion belief (and our confidence in the belief)
to the evidence available.
A.S alSLIGAOLKE 2F aLsoid
with existing mainstream scientific findings.

i Claims about what has REAL EFFECTS must be
testable (checked against the world).
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