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Base rate fallacy or Base rate neglect
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11. B2 1MZE Belief bias
12. lRZEH K Bias blind spot
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Choice-supportive bias
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21. X]L Hﬁ )& F Contrast effect
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26. H 1B WZE Distinction bias
27, X7 -5 B M.

Dunning-Kruger effect
28. IR /KVEFE M Duration neglect
29. [FITEZEFE Empathy gap
30. Wi HE2  Endowment effect
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1. Logic 1s equal to mathematics, while
cognitive bias and logic, like mathematics,
define each concept in a restricted (special)
meaning, without a broad (general) definition. In

other words, their terminological definitions are
accurate and sharp. They do not allow for any
ambiguity, nor can they be expanded. For each
cognitive bias, we can cite many examples, but
the examples must conform to the narrow
definition.
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2. It 1s normal for us to cite no examples of a
cognitive bias, because on the one hand, the
definition of cognitive bias Is restricted (special)
and sharp, and often only describes some special

situations. On the other hand, cognitive biases
are inherent in our human DNA, and we can't
jump out of the original habitual thinking
category and mindset at the beginning. In fact,
we have clearly seen examples of cognitive
biases, but they can not be identified.
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5[% We are not fully familiar with the content and
situation of various cognitive bias definitions, nor do
we have enough practice, so we can not give correct
and good examples. v
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. The tendency to view two options as more
dissimilar when evaluating them simultaneously
than when evaluating them separately.
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&' o Thereis no difference In taste between

organic banana and synthetic banana. However,
many people who like natural food will say that

organic bananas taste much better.
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When asked if someone would like an apple, they may say "Yes".
So, an apple is placed before them and they begin to eat it and are

happy. But what if two apples were placed

the one they woulo
slightly fresher loo

have happily eaten anc

KIng. The individual wi

apple and eat it anc

be happy but if asked,

on the table - one was
the other which is
| choose the fresher

"would you have

enjoyed eating that other apple", they would likely say "No". Even
though in the alternate, no-choice reality they were perfectly happy

with the apple. Moreover, If presented with five apples on a table,

they might examine each apple so that they would be sure they had
the best one, even though the time spent making that decision
would be wasted. The reason for this is that distinction bias causes
Individuals to "over-examine and over-value the differences
between things as we scrutinize them.
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AN F'J zvi T o It is very difficult for a man in a poor village
to marry a girl from a neighboring village. After getting
married, he feels his wife is beautiful and lovely. Later, the
man went out to work In a provincial city and met many girls
from different places. By contrast, he felt his wife In his
hometown was not good-looking or cute.
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For example, when televisions are
displayed next to each other on the sales
floor, the difference in quality between two
very similar, high-quality televisions may

appear great. A consumer may pay a much
higher price for the higher-quality
television, even though the difference In
quality is imperceptible when the
televisions are viewed In iIsolation.
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drivers think their driving skills are good and
driving Is a piece of cake. Unfortunately,

young drivers have the highest accident rate.
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Climate change deniers. They only know a little of
the science, which allows them to be oh so

confident that they are completely right. That there
IS no global climate change, and certainly no global

warming.Because the science needed to understand
the power of the scientific proof of climate change,
IS extensive and esoteric. Since they don't know all
that stuff, it is easy for them to speak with great
authoritative voices, when winter iIs cold, to say
"see, the Earth Is not warming."
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Example One: Debate Skills
Ehrlinger et al.’s 2008 study examined
students In a collegiate debate tournament.

As you might’ve guessed, students

performing In the lowest 25% grossly
overestimated their skills -- they guessed
they’d won almost 60% of their matches. In
fact, they’d won about 22% of them.
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i) 7J</@$ﬁ$ Duration neglect
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Duration neglect: The neglect of the
duration of an episode In determining
Its value.
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24/\lF o You can see the experience of two
representative patients. As you can see, the experience
of each patient varied considerably during the
procedure, which lasted 8 minutes for patient A and 24
minutes for patient B. B
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After the procedure patients were asked to rate the “total
amount of pain” they had experienced during the procedure.
Surprisingly, Patient A retained a much worse memory of
the experience then Patient B. In fact it was twice as bad.
That is, duration of pain doesn’ t correlate with perceived

Intensity.
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To test this Daniel Kahneman made a study where they subjected
the participants hands to a very cold ice bath. As the surgery-
studies, the subjects were equipped with devices to rate their
experience during the trial and then afterwards asked to rate their
experience. The first trial was 4 minutes in ice-cold water, then the
next trial was the same 4 minutes in ice-cold water but then another

3-4 minutes where a little warmer water was released into the bowl
without the subject knowing, so the temperature rose just slightly
making the end less uncomfortable. Then finally they were asked
for the third trial to choose whether to repeat trial 1 or 2 — and as
you have probably figured, the vast majority chose to go with trial
number 2 even though any rational observer would have chosen
numbper 1.
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People feel cool and comfortable mdoors with air-conditioning
on in summer. It's sunny and hot outside. If you walk from the
house to the street, you'll feel overwhelmed by the heat after a
while. But if you're going to work on a construction site for

half an hour or more and ask If you're hot, you might say,
a little hot, but no problem! You can continue to work."

“It's
35
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The tendency to underestimate the

Influence or strength of feelings, In
either oneself or others.
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When an employer needs to assess the need
for an employee’s bereavement leave. For
example, an employee who has just died
with his affectionate uncle applied to his

supervisor for three days of funeral leave.
The supervisor responded, "It's not your
father who died, you only need one day
off." The supervisor underestimated the
staff's sympathy for grief.
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when one Is angry, It is difficult to understand what it IS
like for one to be calm, and vice versa. When one Is
blindly In love with someone, It is difficult to understand
what It Is like for one not to be, (or to Imagine the
possibility of not being blindly In love In the future). «
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The experiment: Nordgren, van c
Harreveld (2006) assessed the im
the subjects performance on a me

er Pligt and van
pact of pain on
mory test. In the

assessment process, participants were questioned

performance. The result of experi
that those participants in the pain

now pain and other factors affected their

ment revealed
free or cold state

undervalued the impact of pain on their

nerformance.

performance. Whereas, participants undergoing
pain, accurately measured the effect of pain on
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Endowment effect
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] 1}[ o Endowment effect (divestiture

aversion.): A circumstance in which an individual
values something that they already own more than

something that they do not yet own.
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you my car, | might think it's worth
$10,000, while you might think it's
only worth $7,000.
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FEQ'FEI'? a 2, Endowment effect
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%%U—j Igl o Investors, therefore, tend to

stick with certain assets because of familiarity

and comfort, even 1f they are inappropriate or become
unprofitable. The endowment effect 1s an example of
an emotional bias.
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One of the most famous examples of the endowment
effect in the literature Is from a study by Daniel
Kahneman, Jack Knetsch & Richard Thaler,! in
which participants were given a mug and then offered
the chance to sell it or trade it for an equally valued

alternative (pens). They found that the amount
participants required as compensation for the mug
once their ownership of the mug had been established
("willingness to accept™) was approximately twice as
high as the amount they were willing to pay to acquire
the mug ("willingness to pay").
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effect include work by Ziv Carmon and Dan Ariely, who found
that participants' hypothetical selling price (willingness to
accept or WTA) for NCAA final four tournament tickets were
14 times higher than their hypothetical buying price
(willingness to pay or WTP). 50
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Base rate fallacy or Base rate neglect
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