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indicate underconfidence, a phenomenon that rarely occurs. The gen-
eral idea is as follows. For all the questions to which participants
give a .8 confidence rating (meaning they estimate the probability 
of their answering correctly as 80%), they are correct only about
60% of the time. Furthermore, when participants say they are 100% 
certain of the answer, they are correct only about 75% to 80% of 
the time.

Said another way, people’s impressions of their own accuracy are 
inflated. Overconfidence is a real impediment to good decision mak-
ing. If your confidence in your judgment is inappropriately high, you 
probably will spurn any offers of help in making decisions because 
you will fail to see the need for it. Even when good decision aids are 
available to help you overcome other biases and errors of 
will make you weight your own intuitions more heavily than any 
tion that might be available. Overconfidence, then,
decision making.

So far, we have reviewed a (very incomplete) list of heuristics and biases in decision 
making and planning. Again, the point here is not that these ways of gathering and 
assessing information are always wrong or bad. Instead, the examples point out sit-
uations in which decision making might not produce as optimal results as it could.
The existence of these biases also tells us something about how humans “naturally”
cope with information, particularly when information is abundant. Documenting such 
errors can be the first step in setting up effective remedial programs.

UTILITY MODELS OF DECISION MAKING................................................

The previous section described errors and patterns of thinking that people use when 
gathering information. Another issue, however, is how people sift through all the gath-
ered information to reach a decision. In this section, we will review two models that 
describe, or purport to describe, exactly what people are doing when they structure a 
decision and choose from alternatives.

It will be useful first to describe in a more general way the kinds of models of decision 
making (and thinking) that exist. Normative models define ideal performance under 
ideal circumstances. Prescriptive models tell us how we “ought” to make decisions.
They take into account the fact that circumstances in which decisions are made are 
rarely ideal, and they provide guidance about how to do the best we can. Teachers try 
to get students to follow prescriptive models. Descriptive models, in contrast, simply 
detail what people actually do when they make decisions. These are not necessarily 
endorsements of good ways of thinking; rather, they describe actual performance. The 
distinctions among normative, prescriptive, and descriptive models are important as 
we consider specific theories.

EXPECTED UTILITY THEORY

Making a decision such as choosing a major can be compared to a gamble. In most gam-
bles, you win (or lose) particular amounts of money depending on certain outcomes.
Probability theory tells us (assuming fair coins, decks of cards, etc.) the odds of any 
outcome. The dollar amount won or lost tells us the monetary worth of each outcome.
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 Figure 12.7: Example of a 
calibration curve.


