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ABSTRACT

How much mileage can we get out of prospect theory to explain foreign policy
decision-making? To answer this question, we first argue that risk as outcome
uncertainty is the appropriate definition in prospect-theoretical applications.
Then, we indicate that probability weighting—a crucial component of prospect
theory—is typically ignored in such applications. We argue why this is
problematic and suggest how to move forward. Next, we discuss how to
establish the reference point in the face of outcomes in multiple dimensions, as
is typically the case in foreign policy decision-making. Finally, we discuss what
we have learnt regarding prospect theory's scope conditions and the differences
across individuals in the theory’s applicability. Overall, our contribution lies in
identifying several underexposed or neglected issues (e.g., the definition of risk
and probability weighting), in examining the advancements regarding prospect
theory’s scope conditions, and in discussing avenues for further research.

KEYWORDS Foreign policy analysis; risk; uncertainty; prospect theory; decision-making

What do we know about political and military leaders’ willingness to take risk
in their foreign policy decisions? This is one of the key questions for security
policy that this forum addresses. In this paper, we contribute by assessing how
much mileage we can get out of prospect theory (Kahneman & Tversky, 1979,
2000; Tversky & Kahneman, 1992) within the field of foreign policy analysis.
The lion share of decisions by political actors relating to foreign policy are
risky, which requires theoretical approaches that address such decisions.
Expected utility theory (Von Neumann & Morgenstern, 1944)—underlying
most rational choice approaches in political science and international
relations (see e.g., Hug, 2014 for a discussion)—used to be the go-to theory.
However, expected utility theory has proven to be descriptively inaccurate.
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People deviate from its predictions in systematic ways by, for instance, basing
their decisions not on a final outcome but on deviations from a reference
point. Prospect theory has incorporated insights on such deviations into a
coherent theory. Prospect theory is now “the most influential behavioral
theory of choice [under risk] in the social sciences” (Mercer, 2005, p. 1).
Assessing the mileage of prospect theory, as originally developed in econ-
omics, to understand risk and foreign policy decision-making is thus particu-
larly apt for this forum on risk in international security.

Given prospect theory’s influence in general, it is not surprising that it has reg-
ularly been used to explain foreign policy decision-making (for reviews, see
Boettcher III, 2004; Jervis, 1994; Levy, 1997; 2003; McDermott, 2004; Mercer,
2005; Stein, 2017; Vis, 2011). In this article, we contribute to these earlier
reviews in several ways. First, we discuss a relatively underexposed issue, namely
what is the appropriate definition of risk in prospect-theoretical applications. We
argue that this should be risk as outcome uncertainty—this is our first contribution.

Next, we discuss prospect theory’s four main characteristics and indicate
that two of these—(1) reference dependence, that is people’s tendency to
make decisions not based on the final outcome but relative to a reference
point, and (2) probability weighting, meaning that the “effect of an outcome’s
probability on an option’s perceived value is not linear” (Linde & Vis, 20174,
p. 104)—warrant closer examination. Probability weighting is a crucial com-
ponent of prospect theory yet is typically ignored in prospect-theoretical
applications in foreign policy analysis. We will argue why this is problematic
and suggest how to move forward. This is our second contribution.

We then turn to reference dependence, or more specifically to how to
define the reference point—a well-known challenge in prospect theory (see
e.g., Mercer, 2005; Stein, 2017 for reviews)—in the face of outcomes in multiple
dimensions? The latter addition is highly relevant to foreign policy decision-
making, yet we know relatively little about this. We discuss a theoretical and
an experimental way to deal with this challenge—our third contribution.

Our fourth and final contribution is to discuss the increased knowledge on
prospect theory’s scope conditions and on differences across individuals in the
theory’s applicability. This article is therefore not intended to be a compre-
hensive review of prospect-theoretical applications in foreign policy analysis.
Instead, we assess what mileage prospect theory has in this field by discussing
several underexposed or neglected issues, by indicating how to address these,
by examining the advancements in identifying prospect theory’s scope con-
ditions, and by discussing avenues for further research.

A note on risk and prospect theory’s characteristics

Before turning to prospect theory’s characteristics, let us first address the key
concept of risk. We follow Linde and Vis (2017b) and identify two types of
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risk. Type I relates to how risk is usually defined in everyday parlance, that is,
as (close to) a synonym for “dangerous”: risk as (expected) consequences. The
more negative are the expected consequences—typically a loss of votes or seats
—the higher is this type I risk.” Prospect theory, as well as expected utility
theory, use a different definition of risk. In these theories, it is the uncertainty
of outcomes that makes decisions risky: the higher is the degree of uncer-
tainty, the riskier is the decision (cf. McDermott, 1998, p. 39). Linde and
Vis (2017b) labeled this risk as outcome uncertainty type II risk. Type II
risk is obviously relevant for prospect-theoretical applications, since it is the
theory’s conceptualization of risk. But also more generally, type II risk is rel-
evant for foreign policy analysis, because foreign policy decisions are typically
characterized by high outcome uncertainty (Friedman & Zeckhauser, 2018;
Friedman, Baker, Mellers, Tetlock, & Zeckhauser, 2018). Risk as outcome
uncertainty is therefore the appropriate definition for prospect-theoretical
applications and for foreign policy analysis in general.

Prospect theory has four main characteristics that are well-known: (1)
reference dependence, (2) loss aversion, (3) diminishing sensitivity, and (4)
probability weighting (see e.g., Barberis, 2013, pp. 175-177). In the rest of
this section, we describe these four characteristics.

Prospect theory’s first characteristic is reference dependence, meaning that
people make decisions not based on the final outcome but relative to a refer-
ence point, oftentimes the status quo (see Mercer, 2005 for a discussion of
different types of reference points). Hereby, people generally display the reflec-
tion effect, indicating that they are sensitive to how choices are presented or
framed. When people make decisions involving moderately sized losses,
they tend to be risk seeking. When people make decisions involving moder-
ately sized gains, they tend to be risk averse. Risk seeking for losses and
risk aversion for gains is the oftentimes invoked two-fold pattern of risk atti-
tudes. Because reference dependence relates to a core challenge in prospect-
theoretical applications “in the wild” (Camerer, 2003)—how to establish the
reference point?—we come back to this characteristic in the section “Estab-
lishing the reference point with outcomes in multiple dimensions.”

Prospect theory’s second characteristic is loss aversion, that is people’s ten-
dency to respond more strongly negatively to losses than they respond posi-
tively to equally sized gains (Kahneman, Knetsch, & Thaler, 1991; Tversky &
Kahneman, 1981; see Ert & Erev, 2013; Jervis, 1994). Loss aversion has for
instance been used to explain escalated commitment in military interventions
(Taliaferro, 2004b), and why American policy makers fight harder and hold
out longer in trade disputes with preventive objects (Berejikian & Early, 2013).

Prospect theory’s third characteristic is diminishing sensitivity, meaning
that the farther is a given loss or gain from the reference point, the less is
its impact on utility. For example, the utility of a 1% increase in votes is
higher if it happens at 0 than if it is an addition to an already-large gain of
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10% of the votes. Similarly, the disutility of a 1% vote loss is higher when com-
pared to the current situation than if it added to an already-large loss of 10%.
The fourth and final characteristic of prospect theory is probability weight-
ing, meaning that “the effect of an outcome’s probability on an option’s per-
ceived value is not linear” (Linde & Vis, 2017a, p. 104), as it is in expected
utility theory. More specifically, with probability weighting, “small probabil-
ities (generally p <0.33; see Wakker, 2010, pp. 203-206) are overweighed
and large probabilities are underweighted” (Linde & Vis, 2017a, p. 104).
We come back to probability weighting in the next section, because this
characteristic is typically—and unduly—ignored in empirical applications.

The significance of probability weighting for foreign policy
analysis

In the previous section, we discussed prospect theory’s four characteristics.
Each of these is a necessary component of prospect theory. Foreign policy
analysts have typically focused only on loss aversion and, especially, reference
dependence and the reflection effect. In doing so, researchers have used only
prospect theory’s value function and not its probability weighting function.
However, an actor’s risk attitude is determined by both the shape of the
value function and the shape of the probability weighting function. The result-
ing patterns of risk attitudes, which is formalized in so-called cumulative pro-
spect theory (Tversky & Kahneman, 1992; see Stein, 2017, p. S255 for a brief
discussion)—the so-to-speak second generation version of prospect theory
that includes probability weighting—is four-fold instead of the in foreign
policy analysis typically used two-fold pattern (e.g., Berejikian, 2004; Levi &
Whyte, 1997). With the four-fold pattern, there is the well-known risk aver-
sion in the gains domains and risk seeking in the losses domain. However,
when the probability of a gain is small (typically <0.33, see above), people
are risk seeking instead of risk averse (explaining why people participate in
lotteries). And when the probability of a loss is small, they are risk averse
rather than risk seeing (explaining why people buy insurance).

In most prospect-theoretical applications in political science, including
foreign policy analysis, the focus is on this so-called two-fold pattern of risk atti-
tudes: risk seeking for losses and risk aversion for gains.” Interestingly, in some
of the older reviews and discussions on prospect theory, the centrality of prob-
ability weighting in prospect theory is discussed (Levy, 1994a, 1994b; Shafir,
1994). Other studies mention the probability weighting function, but state
explicitly that they focus on the value function only (e.g., Levi & Whyte,
1997). Then there are studies that discuss probability weighting, but that do
not apply it empirically (e.g., Elms, 2008; Haerem, Kuvaas, Bakken, &
Karlsen, 2011). To the best of our knowledge, there are only a few—older—
studies that both discuss probability weighting and apply it in their empirical
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analysis. In her work in the 1956-Suez crisis, McDermott (1998, pp. 154-155),
for example, discusses how the probability assessment of different Western
leaders regarding Nassar taking control over large parts of the Middle East
influenced their decisions. The European leaders assumed that this probability
was high, which made them treat this assumption as certain, causing them to
overweight the outcome, which explains their willingness to resort to force.
U.S. President Eisenhower, conversely, did not assess the risk of Nassar
taking control of large parts of the Middle East to be high, explaining why he
opted for diplomatic means instead. And in his analysis of the Cuban missile
crisis, Haas (2001) indicates that when Kennedy and Khrushchev where con-
fronted with moderate probability outcomes and operated in a domain of
loss, they made the risk seeking choice. In those instances where the probability
of the outcome occurring approached certainty (such as Kennedy believing that
Khrushchev would respond with actions that would lead to military conflict),
the decision maker (here: Kennedy) made a risk averse decision.

For prospect theory to be applied properly, probability weighting should be
taken into account. This means that researchers using prospect theory need to
indicate what are the probabilities of a specific outcome occurring. By no
means this is an easy task. As Shafir (1994, p. 155) states, “political leaders’
probability estimates are usually unavailable and can only be approximately
inferred” (see also Levy, 1994b, pp. 135-138). Still, such approximation
may be possible. Haas (2001), for instance, used qualitative probability assess-
ments (very low; very high, et cetera) to account for the specific decisions
taken in the Cuba Missile crisis, such as Khrushchev’s decision to send mis-
siles to Cuba. Also McDermott (1998) inferred probability assessment in her
study on American foreign policy making.

Note that if probabilities of an outcome occurring would be always be mod-
erately sized (that is, >.33), the resulting pattern of risk attitudes would de facto
be a two-fold one, meaning that substantively it would possible to focus on the
value function only. However, in the context of foreign policy decision-making,
the significant events in international relations—whether these are the signing
of a treaty or a military conflict—are typically rare events (Cook, 2014; King &
Zeng, 2001). Consequently, the objects of study within foreign policy analysis
are almost exclusively small probability events that something good (or bad)
happens (e.g., security measures in avoiding a terrorist attack or peace talks
to avoid nuclear escalation). This makes the four-fold pattern highly relevant
and the neglect of probability weighting an unjustified simplification.

Establishing the reference point with outcomes in multiple
dimensions

A well-known challenge that researchers who apply prospect theory must
address, is how to establish the reference point. Even when researchers
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follow Kahneman and Tversky (1979) and take the status quo as reference
point, establishing this point is typically already challenging (e.g., Mercer,
2005, p. 4). What makes establishing the reference point in foreign policy
decision-making especially challenging is that actors typically face outcomes
in multiple dimensions (Stein, 2017). In the latter case, which dimension is
taken as the reference point? For instance, if a foreign policy decision is
expected to strengthen the government’s international standing (gain in
dimension 1) but to weaken its domestic standing (loss in dimension 2),
does the government then find itself in a domain of gains or a domain of
losses? Making decisions with outcomes in multiple dimensions is hard
(Renshon & Renshon, 2008).

How to address this challenge of establishing a reference point when the
decision maker faces outcomes in multiple dimensions? One way to
proceed is the approach taken by Taliaferro (2004a, p. 37). In his study of
why great power oftentimes engage in risky military and/or diplomatic inter-
ventions in areas that do not directly threaten the security of a great power’s
homeland, Taliaferro assumes based on the theoretical approach of defensive
realism that the leaders use only one dimension to evaluate outcomes: the
international arena. Although questionable from other perspectives such as
liberalism, Taliaferro’s (2004a) solution is interesting. The solution is,
however, also theoretical, yielding the subsequent empirical question
whether leaders indeed only use the international arena to evaluate outcomes.
To properly apply prospect theory to foreign policy decision-making, we
should therefore also learn more about how politicians (empirically) make
such multidimensional trade-offs.

Some first experimental evidence on how they make multidimensional
trade-offs comes from a survey experiment with members of the Dutch par-
liament as the main participants [n = 46] (Linde & Vis, 2017a). Linde and Vis
confronted the participants with choices in two dimensions—economic
(policy) and electoral (votes)—to establish with of these they would use as
their reference point. While the effect was weak, Linde and Vis found sugges-
tive evidence for a reference point in terms of votes. This is a relevant finding
for foreign policy analysts, because recent (non-prospect theoretical) findings
suggest that foreign policy decisions can influence government popularity
(Aldrich, Gelpi, Feaver, Reifler, & Thompson Sharp, 2006; Dannenbaum,
2011; Karol & Miguel, 2007).

Scope conditions of prospect theory

In this section, we turn from zooming into issues related to two of prospect
theory’s characteristics to what we have learned regarding prospect theory’s
scope conditions. We show that substantial progress has been made in
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terms of establishing the conditions under which prospect theory is applicable
and indicate avenues for further research.

As Stein (2017) correctly noted, “prospect theory, developed in the lab,
paid little attention to the scope conditions that would shape its impact
outside” (p. S252). Filling this lacuna, Stein discussed prospect theory’s
scope conditions, some of which are particularly relevant for foreign policy
decision-making. Here, we discuss those and add additional ones based on
other literature. A first scope condition is the type of domain. The reflection
effect has been found to be stronger in problems related to human lives
than related to monetary issues (Fagley & Miller, 1997; see Stein, 2017,
p. S253). Relatedly, framing effects were found to be stronger in the context
of missing information (Kuhberger, 1995; Mandel, 2001; see Stein, 2017,
p. S254). Both this latter finding and the one on decisions with outcomes relat-
ing to human lives are oftentimes applicable to foreign policy decision-
making.

Another scope condition, not mentioned by Stein (2017) but relevant to
foreign policy decision-making, is accountability, that is, the expectation by
the decision maker that she may have to justify her decisions to others
(Lerner & Tetlock, 1999). There is evidence that a decision maker becomes
more risk seeking when she bears responsibility both for her own outcome
and that of others (Pahlke, Strasser, & Vieider, 2015), like in foreign policy
decision-making. This finding may relate to other studies’ result that account-
ability reduces loss aversion (Pahlke, Strasser, & Vieider, 2012; Vieider,
2009).*

There are also several scope conditions on prospect theory’s applicability
that concern individual variation in risk propensity. A first relevant study
by Bruhin, Fehr-Duba, and Epper (2010) examined whether there are
different “types” of individuals. Based on three experimental datasets, two
Swiss and one Chinese, they found that there are two main types. The first
category, comprising about 80% of the individuals from both countries,
were typified as cumulative prospect theory (CPT) types, because they exhib-
ited significant deviations from linear probability weighting as predicted
under prospect theory. The other type, comprising the other 20% of the indi-
viduals, were typified as expected utility theory (EUT) types, because their
probability weighting was almost perfectly linear. The latter can be viewed
as the homo economici. Within the CPT-types, there was some variation
across the two countries’ participants, with the Chinese being more risk
seeking than the Swiss. The latter is in line with existing studies’ findings
that Chinese are generally more risk seeking than are westerners (Brumagim
& Xianhua, 2005; Hsee & Weber, 1999).

For foreign policy analysts, and political scientists more generally, an
important follow-up question is: Who then are these £+20% of the people
who behave largely in line with expected utility theory? Bruhin et al’s
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(2010, p. 1402) own work does not bring us much further in this regard, since
they found that the only factor that had a significant effect was sex: The overall
EUT-group is composed of men. Some further, more directly relevant, evi-
dence on who are these people who behave in line with rational choice
theory is provided by Rathbun, Kertzer, and Paradis (2017). Based on lab
experiments with students from a U.S. research university [n=204] and
archival research on German foreign policy making in the 1920s, Rathbun
et al. demonstrated that the homo economicus has a pro-self social-value
orientation and high epistemic motivation. A pro-self social-value orientation
is characterized by egoistic behavior (Kertzer & Rathbun, 2015), and high
epistemic motivation is a desire and willingness to think rationally
(Rathbun et al,, 2017, pp. S36-S39). In Rathbun et al.’s sample, 29% were
of this pro-self social-value orientation high epistemic-type (p. S45). This
number is thus comparable to, though somewhat higher than, the 20%
EUT-types Bruhin et al. (2010) identified.

There are also other studies that have examined factors influencing indi-
vidual variation in risk propensity. Kowert and Hermann (1997), for instance,
demonstrated by means of a survey among American political science stu-
dents [n =126] that personality traits as captured by the Big Five influenced
whether they behaved in line with prospect theory’s predictions. The Big
Five are the five groups in which different personality traits have been
found to cluster consistently: (1) neuroticism, which captures traits such as
anxiety and moodiness; (2) extraversion, capturing traits like assertiveness
and enthusiasm; (3) openness, capturing traits like imagination and versati-
lity; (4) agreeableness, capturing traits like trust and tolerance; (5) conscien-
tiousness, capturing traits like precision and efficiency (see e.g., McCrae &
Costa, 1997). Kowert and Hermann (1997) found that those individuals
who score high on conscientiousness did behave in line with prospect
theory. Other groups of participants, conversely, did not: Participants low
(high) on anxiety were risk seeking (risk averse) irrespective of the frame
and were thus both risk and frame invariant. Open and intuitive participants
were especially likely to be risk seeking when facing gains, contra prospect
theory. The latter also hold for agreeable/altruistic participants who are risk
averse especially when facing losses (Kowert & Hermann, 1997, p. 623).
The evidence on the way in which politicians differ from the general public
in their (average) score on the Big Five dimensions is somewhat mixed
(Best, 2011; Hanania, 2017), making it difficult to draw conclusions regarding
Kowert and Hermann’s (1997) findings for foreign decision-making.

Another factor that influences individual variation in risk propensity is
experience (see Tetlock & Gardner, 2015), which has been found to strengthen
strategic thinking and thereby leads to less biased information processing
(Hafner-Burton, Hughes, & Victor, 2013). Whether the net effect of experi-
ence would be positive or negative is unclear, though, because experience
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also fosters overconfidence (Hafner-Burton et al., 2013) and overconfidence
has been found to result in more risk-taking decision-making (Sheffer &
Loewen, 2017). Moreover, inexperience of a president may result in foreign
policy failures, even when the team of advisors around the president is experi-
enced. Specifically, Saunders (2017) demonstrated that George W. Bush’s
inexperience in matters relating to foreign policy exacerbated his advisers’
biases, whereas “his father’s experience cast a long shadow over many of
the same officials” (p. S221).

Implications for explaining foreign policy decision-making by
prospect theory

So, where does this bring us regarding the mileage we can get out of prospect
theory for explaining foreign policy decision-making?

First, we have argued that for prospect theory to be applicable, a precondi-
tion is that researchers adopt an appropriate definition of the key concept of
risk. We proposed that risk as outcome uncertainty (type II risk) is exactly
such a definition. Using this definition means that a risky outcome does not
need to be a dangerous one. Risk defined as outcome uncertainty indicates
that prospect theory may also apply to potentially advantageous outcomes,
such as the advancement of a state’s interest through cooperation.” The
latter is a topic on which there is hardly any literature and where prospect
theory’s mileage may be high. Assuming that opting for cooperation comes
with more uncertainty—and is thus riskier—than would remaining at the
status quo, insights from prospect theory can help to explain when a state
would be willing to accept this risk. Moreover, not conflating “risk” with
danger or bad things more generally and instead defining it in terms of
outcome uncertainty also makes clear how (normatively) bad outcomes
might also occur in the context of a gains domain. This will be the case
when the uncertainty around an outcome is relatively low, but when this
outcome in itself is (normatively) bad. An example hereof would be starting
a war. If the uncertainty around not starting a war is much higher than is
the uncertainty around starting the war, the latter involves the lowest
amount of risk. When probabilities are moderately large, prospect theory pre-
dicts that starting a war then occurs when the decision maker is in a gains
domain.

Another important precondition for getting mileage out of prospect theory
is that this theory is used properly. We have shown that to date, foreign policy
analysts almost exclusively used prospect theory’s value function for deter-
mining whether a decision maker is risk averse or risk seeking. However, in
prospect theory, risk attitudes are truly shaped by both this value function
and by the probability weighting function, resulting in a four-fold pattern
of risk attitudes. We argued that ignoring or neglecting probability weighting
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in prospect-theoretical applications is unjustified, especially in foreign policy
decision-making, and that future applications should therefore take it into
account.

Next, we identified that an important challenge in prospect-theoretical
applications “in the wild” is how to identify the reference point when there
are outcomes in multiple dimensions. We discussed a theoretical and exper-
imental way to address this challenge, but also indicated that more work is to
be done here. Because they allow for a controlled setting, experiments offer the
most promising avenue for future research here. Ideally, these experiments
should be conducted with political elites as the main participants. This will
be challenging, but not impossible, as testified by experiments with
members of national parliaments from different countries (Linde & Vis,
2017a; Sheffer, Loewen, Soroka, Walgrave, & Shaefer, 2017) or with high
level military decision makers (Haerem et al., 2011).

Focusing on the challenge of decision makers’ facing outcomes in multiple
dimensions also brings to the fore another interesting issue that has received
very little attention in the prospect-theoretical literature to date: the possibility
of counter framing. Suppose that there are two interest groups, one who cares
mostly about how the economy is doing in terms of employment (A) and
another who cares mostly on how it is doing in terms of trade (B). These inter-
est groups’ reference points will consequently differ: A will take the level of
employment as its reference point and B the terms of trade. This means
that these interest groups may have competing frames of the state of the
economy. Specifically, A and B will provide competing frames—that is
counter frame—when the level of employment is blossoming (deteriorating)
yet the terms of trade are declining (improving). The empirical question
then is which of these the government will take as its reference point: A’s
level of employment or B’s terms of trade? As we indicated, we still now
very little about how actors make such multidimensional trade-offs, yet
understanding how they do is crucial for understanding political decision-
making and thus an important avenue for further research.

Finally, we demonstrated that there has been substantial progress in terms
of identifying prospect theory’s scope conditions, which is important for pro-
spect theory’s mileage in foreign policy analysis. We, for example, discussed
the results on the differences across individuals in prospect theory’s applica-
bility that are likely relevant for explaining foreign policy decision-making.
While most people behave in line with prospect theory, about +20% of the
people rather behave largely in line with expected utility theory. A relevant
avenue for further research would be to try and establish what part of, or
even who in, the political and military elites taking foreign policy decisions
are these homo economici (and who, thus, do not behave in line with prospect
theory). Also for this question, experiments with political or military elites as
key participants would be a promising way forward.
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Notes

1. There are other theories and approaches in foreign policy analysis in which risk
plays some role, for instance in combination with power distributions and per-
ceptions (see e.g., Bueno de Mesquita, 1981; Kim & Bueno de Mesquita, 1995;
Taliaferro, 2004a; Eckles & Schaftner, 2011).

2. This is, for example, the definition that underlies many studies within foreign

policy analysis on the diversionary use of force (e.g. Levy, 1996; Kisangani &

Pickering, 2007; Powell, 2014).

The following makes use of Vieider and Vis (2018).

4. But see Lerner and Tetlock (1999) for a discussion of studies showing that loss
aversion gets stronger in the face of accountability.

5. Thanks to an anonymous reviewer for bringing this to our attention.

it

ORCID
Barbara Vis (© http://orcid.org/0000-0003-2323-3862


www.barbaravis.nl
http://orcid.org/0000-0003-2323-3862

586 e B. VIS AND D. KUIJPERS

Reference list

Aldrich, J. H,, Gelpi, C., Feaver, P., Reifler, J., & Thompson Sharp, K. (2006). Foreign
policy and the electoral connection. Annual Review of Political Science, 9, 477-502.
doi:10.1146/annurev.polisci.9.111605.105008

Barberis, N. C. (2013). Thirty years of prospect theory in economics: A review and
assessment. Journal of Economic Perspectives, 27(1), 173-196. doi:10.1257/jep.27.
1.173

Berejikian, J. D. (2004). International relations under risk: Framing state choice.
Albany, NY: State University of New York Press.

Berejikian, J. D., & Early, B. R. (2013). Loss aversion and foreign policy resolve.
Political Psychology, 34, 649-671. doi:10.1111/pops.12012

Best, H. (2011). Does personality matter? Personality factors as determinants of par-
liamentary recruitment and policy preferences. Comparative Sociology, 10, 928-
948. do0i:10.1163/156913311X607638

Boettcher III W. A. (2004). The prospects for prospect theory: An empirical evalu-
ation of international relations applications of framing and loss aversion.
Political Psychology, 25, 331-362. doi:10.1111/j.1467-9221.2004.00375.x

Bruhin, A., Fehr-Duda, H., & Epper, T. (2010). Risk and rationality: Uncovering het-
erogeneity in probability distortion. Econometrica, 78, 1375-1412. doi:10.3982/
ECTA7139

Brumagim, A. L., & Xianhua, W. (2005). An examination of cross-cultural differences
in attitudes towards risk: Testing prospect theory in the people’s republic of China.
Multinational Business Review, 13(3), 67-86. doi:10.1108/1525383X200500015

Bueno de Mesquita, B. (1981). Risk, power distributions, and the likelihood of war.
International Studies Quarterly, 25, 541-568. doi:10.2307/2600512

Camerer, C. F. (2003). Prospect theory in the wild: Evidence from the field. In C. F.
Camerer, G. Loewenstein, & M. Rabin (Eds.), Advances in behavioral economics
(pp. 105-148). Princeton, NJ: Princeton University Press.

Cook, S. J. (2014). Rare events in international relations: Modeling heterogeneity and
interdependence with sparse data (Unpublished doctoral dissertation). University of
Pittsburgh, Pittsburgh, PA.

Dannenbaum, T. (2011). Bombs, ballots, and coercion: The Madrid bombings, elec-
toral politics, and terrorist strategy. Security Studies, 20, 303-349. doi:10.1080/
09636412.2011.599199

Eckles, D. L., & Schaffner, B. F. (2011). Priming risk: The accessibility of uncertainty in
public policy decision making. Journal of Insurance Issues, 34(2), 151-171.

Elms, D. K. (2008). New directions for IPE: Drawing from behavioral economics.
International Studies Review, 10, 239-265. doi:10.1111/j.1468-2486.2008.00772.x
Ert, E., & Erev, L. (2013). On the descriptive value of loss aversion in decisions under

risk: Six clarifications. Judgment and Decision Making, 8(3), 214-235.

Fagley, N., & Miller, P. M. (1997). Framing effects and arenas of choice: Your money
or your life? Organizational Behavior and Human Decision Processes, 71, 355-373.
doi:10.1006/0bhd.1997.2725

Friedman, J. A., Baker, J. D., Mellers, B. A., Tetlock, P. E., & Zeckhauser, R. (2018).
The value of precision in probability assessment: Evidence from a large-scale geo-
political forecasting tournament. International Studies Quarterly. Advance online
publication. doi:10.1093/isq/sqx078

Friedman, J. A., & Zeckhauser, R. (2018). Analytic confidence and political decision-
making: Theoretical principles and experimental evidence from national security pro-
fessionals. Political Psychology. Advance online publication. doi:10.1111/pops.12465


https://doi.org/10.1146/annurev.polisci.9.111605.105008
https://doi.org/10.1257/jep.27.1.173
https://doi.org/10.1257/jep.27.1.173
https://doi.org/10.1111/pops.12012
https://doi.org/10.1163/156913311X607638
https://doi.org/10.1111/j.1467-9221.2004.00375.x
https://doi.org/10.3982/ECTA7139
https://doi.org/10.3982/ECTA7139
https://doi.org/10.1108/1525383X200500015
https://doi.org/10.2307/2600512
https://doi.org/10.1080/09636412.2011.599199
https://doi.org/10.1080/09636412.2011.599199
https://doi.org/10.1111/j.1468-2486.2008.00772.x
https://doi.org/10.1006/obhd.1997.2725
https://doi.org/10.1093/isq/sqx078
https://doi.org/10.1111/pops.12465

CONTEMPORARY SECURITY POLICY . 587

Haas, M. (2001). Prospect theory and the Cuban missile crisis. International Studies
Quarterly, 45, 241-270. doi:10.1111/0020-8833.00190.

Haerem, T., Kuvaas, B., Bakken, B., & Karlsen, T. (2011). Do military decision makers
behave as predicted by prospect theory? Journal of Behavioral Decision Making, 24,
482-497. doi:10.1002/bdm.704

Hafner-Burton, E. M., Hughes, D. A., & Victor, D. G. (2013). The cognitive revolution
and the political psychology of elite decision making. Perspectives on Politics, 11,
368-386. doi:10.1017/S1537592713001084

Hanania, R. (2017). The personalities of politicians: A big five survey of American
legislators. Personality and Individual Differences, 108(1), 164-167. doi:10.1016/j.
paid.2016.12.020

Hsee, C. K., & Weber, E. U. (1999). Cross-national differences in risk preference and
lay predictions. Journal of Behavioral Decision Making, 12, 165-179. doi:10.1002/
(SICI)1099-0771(199906)12:2&It;165::AID-BDM316>3.0.CO;2-N

Hug, S. (2014). Further twenty years of pathologies? Is rational choice better than it
used to be? Swiss Political Science Review, 20, 486-497. doi:10.1111/spsr.12123

Jervis, R. (1994). The political implications of loss aversion. In B. Farnham (Ed.),
Avoiding losses/taking risks: Prospect theory and international conflict (pp. 23—
40). Ann Arbor, MI: University of Michigan Press.

Kahneman, D., Knetsch, J. L., & Thaler, R. L. (1991). Anomalies: The endowment
effect, loss aversion, and status quo bias. Journal of Economic Perspectives, 5,
193-206. doi:10.1257/jep.5.1.193

Kahneman, D., & Tversky, A. (1979). Prospect theory: An analysis of decision under
risk. Econometrica, 47, 263-291. doi:10.2307/1914185

Kahneman, D., & Tversky, A. (2000) (Eds.). Choices, values, and frames. Cambridge:
Cambridge University Press.

Kahneman, D., & Tversky, A. (1984). Choices, values, and frames. American
Psychologist, 39, 341-350. doi:10.1037/0003-066X.39.4.341

Karol, D., & Miguel, E. (2007). The electoral cost of war: Iraq casualties and the 2004
U.S. Presidential election. Journal of Politics, 69, 633-648. doi:10.1111/j.1468-2508.
2007.00564.x

Kertzer, J., & Rathbun, B. C. (2015). Fair is fair: Social preferences and reciprocity in
international politics. World Politics, 67, 613-655. d0i:10.1017/S0043887115000180

Kim, W., & Bueno de Mesquita, B. (1995). How perceptions influence the risk of war.
International Studies Quarterly, 39, 51-65. doi:10.2307/2600723

King, G., & Zeng, L. (2001). Explaining rare events in international relations.
International Organization, 55(3), 693-715. doi:10.1162/00208180152507597

Kisangani, E., & Pickering, J. (2007). Diverting with benevolent military force:
Reducing risks and rising above strategic behavior. International Studies
Quarterly, 51, 277-299. doi:10.1111/j.1468-2478.2007.00452.x

Kowert, P. A., & Hermann, M. G. (1997). Who takes risks?: Daring and caution in
foreign policy making. Journal of Conflict Resolution, 41, 611-637. doi:10.1177/
0022002797041005001

Kuhberger, A. (1995). The framing of decisions: A new look at old problems.
Organizational Behavior and Human Decision Processes, 62, 230-240. doi:10.
1006/0bhd.1995.1046

Lerner, J. S., & Tetlock, P. E. (1999). Accounting for the effects of accountability.
Psyhcological Bulletin, 125, 255-275. doi:10.1037/0033-2909.125.2.255


https://doi.org/10.1111/0020-8833.00190
https://doi.org/10.1002/bdm.704
https://doi.org/10.1017/S1537592713001084
https://doi.org/10.1016/j.paid.2016.12.020
https://doi.org/10.1016/j.paid.2016.12.020
https://doi.org/10.1002/(SICI)1099-0771(199906)12:2%26lt;165::AID-BDM316%3E3.0.CO;2-N
https://doi.org/10.1002/(SICI)1099-0771(199906)12:2%26lt;165::AID-BDM316%3E3.0.CO;2-N
https://doi.org/10.1111/spsr.12123
https://doi.org/10.1257/jep.5.1.193
https://doi.org/10.2307/1914185
https://doi.org/10.1037/0003-066X.39.4.341
https://doi.org/10.1111/j.1468-2508.2007.00564.x
https://doi.org/10.1111/j.1468-2508.2007.00564.x
https://doi.org/10.1017/S0043887115000180
https://doi.org/10.2307/2600723
https://doi.org/10.1162/00208180152507597
https://doi.org/10.1111/j.1468-2478.2007.00452.x
https://doi.org/10.1177/0022002797041005001
https://doi.org/10.1177/0022002797041005001
https://doi.org/10.1006/obhd.1995.1046
https://doi.org/10.1006/obhd.1995.1046
https://doi.org/10.1037/0033-2909.125.2.255

588 e B. VIS AND D. KUIJPERS

Levi, A. S., & Whyte, G. (1997). A cross-cultural exploration of the reference depen-
dence of crucial group decisions under risk: Japan’s 1941 decision for War. Journal
of Conflict Resolution, 41, 792-813. doi:10.1177/0022002797041006004

Levy, J. (1997). Prospect theory, rational choice, and international relations.
International Studies Quarterly, 41, 87-112. doi:10.1111/0020-8833.00034

Levy, J. S. (1994a). An introduction to prospect theory. In B. Farnham (Ed.), Avoiding
losses/taking risks: Prospect theory and international conflict (pp. 7-22). Ann Arbor,
MI: University of Michigan Press.

Levy, J. S. (1994b). Prospect theory and international relations: Theoretical appli-
cations and analytical problems. In B. Farnham (Ed.), Avoiding losses/taking
risks: Prospect theory and international conflict (pp. 119-146). Ann Arbor, ML:
University of Michigan Press.

Levy, J. S. (1996). Loss aversion, framing, and bargaining: The implications of pro-
spect theory for international conflict. International Political Science Review, 17,
179-195. doi:10.1177/019251296017002004

Levy, J. S. (2003). Applications of prospect theory to political science. Synthese, 135,
215-241. doi:10.1023/A:1023413007698

Linde, J., & Vis, B. (2017a). Do politicians take risks like the rest of us? An experimen-
tal test of prospect theory under MPs. Political Psychology, 38, 101-117. doi:10.
1111/pops.12335

Linde, J., & Vis, B. (2017b). The uncertainty of welfare retrenchment’s electoral con-
sequences. DaWS Working Paper Series, 2017-1. Retrieved from https://www.sdu.
dk/en/om_sdu/institutter_centre/c_velfaerd/publications/workingpapers.

Mandel, D. R. (2001). Gain-loss framing and choice: Separating outcome formu-
lations from descriptor formulations. Organizational Behavior and Human
Decision Processes, 85, 56-76. doi:10.1006/0bhd.2000.2932

McCrae, R. R., & Costa, Paul T, Jr. (1997). Personality trait structure as a human uni-
versal. American Psychologist, 52, 509-516. doi:10.1037/0003-066X.52.5

McDermott, R. (1998). Risk-taking in international politics: Prospect theory in
American foreign policy. Ann Arbor, MI: University of Michigan Press.

McDermott, R. (2004). Prospect theory in political science: Gains and losses from the
first decade. Political Psychology, 25, 289-312. doi:10.1111/j.1467-9221.2004.00372.x

Mercer, J. (2005). Prospect theory and political science. Annual Review of Political
Science, 8, 1-21. doi:10.1146/annurev.polisci.8.082103.104911

Pahlke, J., Strasser, S., & Vieider, F. M. (2012). Risk-taking for others under account-
ability. Economics Letters, 114, 102-105. doi:10.1016/j.econlet.2011.09.037

Pahlke, J., Strasser, S., & Vieider, F. M. (2015). Responsibility effects in decision
making under risk. Journal of Risk and Uncertainty, 51, 125-146. doi:10.1007/
s11166-015-9223-6

Powell, J. M. (2014). Regime vulnerability and the diversionary threat of force. Journal
of Conflict Resolution, 58, 169-196. doi:10.1177/0022002712467938

Rathbun, B. C,, Kertzer, J. D., & Paradis, M. (2017). Homo diplomaticus: Mixed-
method evidence of variation in strategic rationality. International Organization,
71(S1), S33-S60. doi:10.1017/50020818316000412

Renshon, J., & Renshon, S. A. (2008). The theory and practice of foreign policy
decision making. Political Psychology, 29, 509-536. doi:10.1111/j.1467-9221.2008.
00647 .x

Saunders, E. N. (2017). No substitute for experience: Presidents, advisers, and infor-
mation in group decision making. International Organization, 71(S1), S219-5247.
doi:10.1017/5002081831600045X


https://doi.org/10.1177/0022002797041006004
https://doi.org/10.1111/0020-8833.00034
https://doi.org/10.1177/019251296017002004
https://doi.org/10.1023/A:1023413007698
https://doi.org/10.1111/pops.12335
https://doi.org/10.1111/pops.12335
https://www.sdu.dk/en/om_sdu/institutter_centre/c_velfaerd/publications/workingpapers
https://www.sdu.dk/en/om_sdu/institutter_centre/c_velfaerd/publications/workingpapers
https://doi.org/10.1006/obhd.2000.2932
https://doi.org/10.1037/0003-066X.52.5
https://doi.org/10.1111/j.1467-9221.2004.00372.x
https://doi.org/10.1146/annurev.polisci.8.082103.104911
https://doi.org/10.1016/j.econlet.2011.09.037
https://doi.org/10.1007/s11166-015-9223-6
https://doi.org/10.1007/s11166-015-9223-6
https://doi.org/10.1177/0022002712467938
https://doi.org/10.1017/S0020818316000412
https://doi.org/10.1111/j.1467-9221.2008.00647.x
https://doi.org/10.1111/j.1467-9221.2008.00647.x
https://doi.org/10.1017/S002081831600045X

CONTEMPORARY SECURITY POLICY . 589

Shafir, E. (1994). Prospect theory and political analysis: A psychological perspective.
In B. Farnham (Ed.), Avoiding losses/taking risks: Prospect theory and international
conflict (pp. 147-158). Ann Arbor, MI: University of Michigan Press.

Sheffer, L., & Loewen, P. J. (2017). Electoral confidence, overconfidence, and risky
behavior: Evidence from a study with elected politicians. Political Behavior.
Advance online publication. doi:10.1007/s11109-017-9438-0

Sheffer, L., Loewen, P. ], Soroka, S., Walgrave, S., & Shaefer, T. (2017). Nonrepresentative
representatives: An experimental study of the decision making of elected poli-
ticians. American Political Science Review. Advance online publication. doi:10.
1017/50003055417000569

Stein, J. G. (2017). The micro-foundations of international relations theory:
Psychology and behavioral economics. International Organization, 71(S1), S249-
S263. doi:10.1017/50020818316000436

Taliaferro, J. W. (2004a). Balancing risks: Great power intervention in the periphery.
Ithaca, NY: Cornell University Press.

Taliaferro, J. W. (2004b). Power politics and the balance of risk: Hypotheses on great
power intervention in the periphery. Political Psychology, 25,177-211. doi:10.1111/
j.1467-9221.2004.00368.x

Tetlock, P., & Gardner, D. (2015). Superforcasting: The art ¢ science of prediction.
London: Random House Books.

Tversky, A., & Kahneman, D. (1981). The framing of decisions and the psychology of
choice. Science, 211(1), 453-458. doi:10.1126/science.7455683

Tversky, A., & Kahneman, D. (1992). Advances in prospect theory: Cumulative rep-
resentation of uncertainty. Journal of Risk and Uncertainty, 5, 297-323. doi:10.
1007/BF00122574

Vieider, F. M. (2009). The effect of accountability on loss aversion. Acta Psychologica,
132, 96-101. doi:10.1016/j.actpsy.2009.05.006

Vieider, F. M., & Vis, B. (2018). Prospect theory in political decision making
(Unpublished manuscript). University of Reading.

Vis, B. (2011). Prospect theory and political decision making. Political Studies Review,
9, 334-343. doi:10.1111/j.1478-9302.2011.00238.x

Von Neumann, J., & Morgenstern, O. (1944). Theory of games and economic behavior.
Princeton, NJ: Princeton University Press.

Wakker, P. P. (2010). Prospect theory: For risk and ambiguity. New York, NY:
Cambridge University Press.


https://doi.org/10.1007/s11109-017-9438-0
https://doi.org/10.1017/S0003055417000569
https://doi.org/10.1017/S0003055417000569
https://doi.org/10.1017/S0020818316000436
https://doi.org/10.1111/j.1467-9221.2004.00368.x
https://doi.org/10.1111/j.1467-9221.2004.00368.x
https://doi.org/10.1126/science.7455683
https://doi.org/10.1007/BF00122574
https://doi.org/10.1007/BF00122574
https://doi.org/10.1016/j.actpsy.2009.05.006
https://doi.org/10.1111/j.1478-9302.2011.00238.x

	Abstract
	A note on risk and prospect theory’s characteristics
	The significance of probability weighting for foreign policy analysis
	Establishing the reference point with outcomes in multiple dimensions
	Scope conditions of prospect theory
	Implications for explaining foreign policy decision-making by prospect theory
	Acknowledgements
	Disclosure statement
	Notes on contributors
	Notes
	ORCID
	Reference list

