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This book is a comprehensive history of decision making, from the earliest
times to the present day. It covers a wide range of topics, including risk and
uncertainty, decision theory, game theory, and behavioral economics. The
book is written in a clear and engaging style, and it is packed with
interesting examples and case studies. It is a must-read for anyone who
wants to understand how decisions are made.
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Risk and Uncertainty

Risk and uncertainty are two of the most important concepts in decision
making. Risk refers to the possibility of a negative outcome, while
uncertainty refers to the lack of knowledge about the outcome of a
decision. Both risk and uncertainty can have a significant impact on our
decisions.
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When we make decisions under risk, we know the probabilities of the
different possible outcomes. For example, if we are flipping a coin, we
know that there is a 50% chance of getting heads and a 50% chance of
getting tails. This allows us to make informed decisions about what action
to take.

When we make decisions under uncertainty, we do not know the
probabilities of the different possible outcomes. For example, if we are
trying to decide whether or not to invest in a new business, we do not know
how successful the business will be. This makes it more difficult to make
informed decisions.

Decision Theory

Decision theory is a branch of mathematics that studies how to make
decisions under risk and uncertainty. Decision theory provides a set of tools
that can help us to make better decisions, even when we do not know all of
the information.

One of the most important concepts in decision theory is expected value.
Expected value is the average value of a decision, weighted by the
probabilities of the different possible outcomes. For example, if we are
flipping a coin and we win $1 if we get heads and lose $1 if we get tails, the
expected value of the decision is $0.

Expected value can be used to help us make decisions under risk. By
calculating the expected value of each possible decision, we can choose
the decision that has the highest expected value.

Game Theory



Game theory is a branch of mathematics that studies how to make
decisions in situations where there are multiple players. Game theory can
be used to analyze a wide variety of situations, from board games to
international relations.

One of the most important concepts in game theory is Nash equilibrium.
Nash equilibrium is a situation in which no player can improve their
outcome by changing their strategy, given the strategies of the other
players.

Nash equilibrium can be used to help us make decisions in situations
where there are multiple players. By finding the Nash equilibrium, we can
choose the strategy that will give us the best possible outcome.

Behavioral Economics

Behavioral economics is a branch of economics that studies how
psychological factors affect economic decisions. Behavioral economics has
shown that people often make decisions that are not rational, even when
they have all of the information.

One of the most important concepts in behavioral economics is cognitive
biases. Cognitive biases are systematic errors in thinking that can lead to
bad decisions. For example, people are often overconfident in their own
abilities, and they tend to underestimate the risks of negative events.

Behavioral economics can help us to understand why people make the
decisions they do, and it can help us to make better decisions ourselves.
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