


















































23 

of institutional arrangements make it more likely that the individual decision 

makers will be able to overcome t,heir own personal limitations and what type 

does not? 

It is a prime order of business to organize our· social institutions to 

facilitate deci.sions that are free from the pervasive influence of cognitive 

bias. 

Many important questions remain unanswered at t,his time. However, we know 

enough, we believe, to argue that approaches to risk management should start 

with the presumption of bounded rationality and investigate the extent to 

which various market and regul.atory mechanisms can overcome the limitations of 

individual minds. 

Implications for assessing values. Decision problems with high stakes 

tend to be unique and unfamiliar. They draw us into situations in which we 

have not adequately thought through the ·implications of values and beliefs 

acquired in simpler, more familiar settings. . Yet, at the same time, m.any have 

argued that values must be made explicit and incorpo�ated into regulatory 

decision making (see, e.g., Kennedy, 1981). But how should this be done? 

Some call for direct elicitation of values through surveys, hearings, and the 

like, whereas others prefer-to infer values froin the preferences "revealed" in 

ongoing decisions. Both approaches assume that. people know their own values 

and that elicitation methods are unbiased channels that translate subjective 

feelings into analytically usable expressions. 

·These assumptions may not always be valid., The strong effects of framing

and information-processing considerations, acting upon inchoate preferences, 

can make elicitation procedures major forces in shaping the expression of 
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We have been emphasizing here·the difficulties people have in 

. comprehending and estimating risks. Some observers, cognizant of these 

difficulties, have concluded that the problems are insurmountable. We 

disagree. Although the broad outlines of the psychological research just 

described seem to support a pessimistic view, the details of that research 

give some cause for optimism. Upon closer examination, it appears that people 

understand some things quite well, although their path to knowledge may be 

quite different from that of the technical experts. In situations where 

misunderstanding is rampant, people's errors can often be traced to inadequate 

information and biased exper:iences, which education may be able to counter. 

Studies of Protective Behavior 

In this section we shall describe studies of two kinds of protective 

behavior, insurance and.the.use of seat belts. This research was designed to 

provide basic knowledge that would also have relevance for regulatory 

decisions. 

National Flood Insurance Program 

There h�s been much governmental concern over the fact that, whereas few 

residents of flood and earthquake areas voluntarily insure themselves against 

the consequences of such disasters, many turn to the federal government for 

aid after suffering losses (Kunreuther et al., 1978). Policy makers have 

argued that both the• governme.nt and the property owners at risk would be

better off financially under a federal insurance program. Such a program 

would shift the burden of disasters from the general taxpayer to individuals 

living in hazardoµs areas and would thus promote wiser decisions regarding the 

use of flood plains. 
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'the most critical question concerning the future of nuclear energy." The 

·reasonableness of these. perceptions has been the topic of an extensive public

.debate, filled_ with charges and countercharges. For example, one industry 

source has argued 'that public reaction to Three Mile Island has cost " ••• as 

much as $500 billion ••• and is one measure of the price being paid as a 

consequence of fear arising out of an accident that according to the most 

thorough estimates may not have physiologically hurt even one member of the 

public" (EPRI Journal, 1980, p. 30). 

Risk perception research offers some promise. of clarifying the concerns of 

opponents of nuclear power (Slavic, Lichtenstein & Fischhoff, 1979). In 

particular, ·psychometric studies show that these people. judge its benefits as 

quite low and its risks as unacceptably great. On the benefit side, most 

opponents. do not see nuclear power as a vital link in meeting.basic energy 

needs; rather� they view it as a supplement to other sources of energy which 

are themselves adequate. On the risk side, nuclear power occupies a unique 

position in .the factor space, reflecting people's views that its risks are 

unknown, dread, uncontrollable, inequitable, catastrophic, and likely to 

affect future generations (see FJgure 6). Opponents re·cognize that few people 

have died to date as a result of nuclear power. However, they do have great 

concern over the-potential for catastrophic accidents. Further analyses by 

Slavic, Fischhoff and Lichtenstein (1981b) have suggested that opposition to 

nuclear power can be understood in terms of basic psychological principles of 

perception and cognition and is not likely to be changed by information 

campaigns that focus on safety; however, information about benefits may have 














































































