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INTRODUCTION
• How are we making decisions ?
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INTRODUCTION
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PROSPECT THEORY
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QUESTIONNAIRE
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DESCRIPTION OF THE SAMPLE
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EXAMPLE
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A (Risk Taking) B (No Risk) Interval
(95% confidence)

Q Percentage EV Percentage EV

Under Budget 6 25% -$150 75% -$150 +/- 12%

On Budget 15 36% -$200 64% -$200 +/- 13%

Over Budget 20 53% -$300 47% -$300 +/- 13%

RESULTS EV EQUAL
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- Participants are mainly Risk Avoiding

- Project cost performance has an impact 
on the results

Results
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A (Risk Taking) B (No Risk) Interval
(95% confidence)

Q Percentage EV Percentage EV

Under Budget 22 64% -$90 36% -$109 +/- 13%

On Budget 2 72% -$168 28% -$207 +/- 12%

Over Budget 12 60% -$226 40% -$245 +/- 13%

RESULTS EV DIFFERENT
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- Participants are mainly Risk Taking
- No influence of the cost performance
- Still 35% of the participants are Risk

avoiding

Results
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COMPUTATION OF THE EU
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CONCLUSION
• Application of Behavioural Economics

Risk-Avoiding Behaviour
Influence of the Project Cost Performance
Influence of the decision-makers experience

 Creation of small losses
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THANK YOU!
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COMPUTATION OF THE EU
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< 45 years old A (Risk Taking) B (No Risk) Interval
(95% confidence)

Q Percentage EV Percentage EV

Under Budget 6 19% -$150 81% -$150 +/- 15%

On Budget 15 30% -$200 70% -$200 +/- 17%

Over Budget 20 44% -$300 56% -$300 +/- 19%

AGE COMPARISON

14

Yo
un

ge
r

Pa
rt

ic
ip

an
ts

- Least experienced participants are more 
Risk Averse

- Cost performance has an important 
impact on the results
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AGE COMPARISON
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< 45 years old A (Risk Taking) B (No Risk) Interval
(95% confidence)

Q Percentage EV Percentage EV
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- Most experienced participants are more 
Risk Taking

- Cost performance has an important 
impact on the results


	Application of� prospect theory� to management decisions under risk �on construction project
	Introduction
	Introduction
	Prospect theorY
	Questionnaire
	Description of the sample
	Example
	Results EV equal
	Results EV different
	computation of the EU
	Conclusion
	Thank you!
	Computation of the EU
	Age comparison
	Age comparison

