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U(C) =0.20* u(4000);  U(D) = 0.25*u(3000).
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Kahneman & Tversky’'s Prospect Theory
ZENG Jian-min

Institute of Logic and Cognition of Sun Yat-sen University 510275, Guangzhou, China

Abstract: Prospect Theory, which finely describes human’'s decision-making behavior, made
Kahneman to be one of the two Laureates of 2002 Nobel Prize in Economic Sciences. This Article
first reviews an earlier popular theory on decision making behavior: Expected Utility Theory;
Then it states Kahneman & Tversky's seriad experiments which severely challenged Expected
Utility Theory as a descriptive theory; In the final part the main opinions of Prospect Theory are
recounted.

Key Words: decision making under risk; Expected Utility; Prospect Theory; Decision Weight;
Risk Avoidance; Risk Seeking

104



