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Identification of Prevailing Risk Attitudes in
Various Risk Situations

Tae-Geon Kang' + Sung-Ku Cho’

Previous researches on risk attitudes or on the typical utility functions have mostly focused on how the
risk attitude of decision maker varies when changes are made in one or two lottery reference points such
as consequence domain and magnitude of probability under assumed risk situations represented by
simple lotteries. It is, however, very difficult to forecast dominant risk attitudes under risk situations
which exhibit a complex combination of many reference points. In this study, twelve risk situations
which a decision maker may confront in real decision-making situations were formulated by combining
in various ways three reference points, that is, magnitude of probability, consequence domain, and
magnitude of gain or loss. Then through a questionnaire dominant risk attitudes under every assumed
risk situation were investigated, and the general shape of utility function implied by the experimental
results were derived. Results of the present study show that none of the three reference points have
dominant effect over the others due to complicated interaction between them, and given the twelve risk
situations the observed risk attitude widely varies from strong risk taking to strong risk aversion.
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