
Lecture 3 – Judgement and Decision Making   

Outline: 

 Perception Process: 
- Goal 
- Expertise 
- Emotions 

 Attribution Processes: 
- Three dimensions 

 Fundamental Attribution Error 

 Unconscious Decision Making  

 Judgement and Decision Making Biases: 
- Overconfidence Bias 
- Availability Heuristic  
- Representativeness Heuristic  
- Framing Heuristic  
- Self-serving bias 
- Escalation of Commitment  
- Hindsight bias 
- Curse of knowledge  
- Winner’s curse  

 

Perception – receiving and interpreting information through our senses to give meaning to the environment  

o Reality – Perception – Reaction  

o Sometimes perception ≠ reality (white and gold dress versus blue and black dress) 

o We filter out information that is not relevant  

 

Biases from the Perceiver – Perception is influenced by some perceiver characteristics  

 Goals and Needs 

- Your immediate needs might automatically filter the information that you receive  

- Example: Work Lunch – you might be really hungry so don’t take much in of the discussion 

 Existing Knowledge 

- When you have a hammer, everything looks like a nail 

- Deformation Professionnelle – the tendency to look at things from the point of view of one’s own 

profession rather than from a broader perspective 

- Example: analysing everything from an accounting perspective if you are an accountant, or an 

economic person coming up with an economic model to find a girlfriend  

 Emotions 

- Your emotional experience will shape how you see the world  

 

Biases from the Target – A target’s characteristics also shape our perceptions 

 Social Identity Theory – We tend to make references about a person’s characteristics based on the social 

category he/she belongs to: 

- Social Prototype: we automatically fill in information about someone based on our simplified 

understanding of the social group the this person belongs too (ie. if they belong to the music group 

at Monash) 

- Halo Effect: Drawing a general impression about an individual based on a single characteristic (eg. 

physical attraction) 

 Will associate the good looking person with fit, healthy, smart, popular 

 Associating these traits with physical attractiveness  

 

Perception – receiving and making sense 

of information from the environment  

Attribution – discovering the causes or 

motives behind an event or behaviour   

Judgement and Decision Making – 

reaching a conclusion or opinion about 

something or someone, and developing a 

commitment to a course of action 

accordingly  



Attribution – when we observe an event or behaviour, we want to determine whether it is caused by internal 

factors (ie. personality, ability, motivation) or by external factors (ie. situation, social pressure, weather, economy) 

o We attribute using three characteristics of the event/behaviour:  

1. Distinctiveness – Does the individual act the same way across different situations? If yes = internal 

factors 

2. Consensus – Does the individual act the same way toward other people? If yes = internal factors 

3. Consistency – Does the individual act the same way over time? If yes = internal factors  
 

Fundamental Attribution Error – When explaining other people’s behaviour, we tend to attribute more to internal 

factors than to external factors  

 Also called “correspondence bias” 

 Example: Road Rage 

- When observing a dangerous or annoying driving behaviour or another driver, we attribute the 

behaviour more to internal factors (eg. incompetence or aggressive personality) than to external 

factors (eg. weather or road conditions) 

 Example: Group work 

- If someone doesn’t complete their part, we would attribute this behaviour more to internal factors 

(eg. lazy or stupid), but it could be related to external factors (eg. family problems) 

 

Judgement and Decision Making Biases  

Overconfidence Bias – “Mother of all biases” 

o It’s associated with high rates of entrepreneurial entry and corporate mergers and acquisitions, despite low 

success rate 

o Scientific disasters 

o Invasion and war  

Four Specific Forms of Overconfidence Biases:  

1. Over-Precision – we are too sure that our judgements and decisions are accurate (both lay people and 

experts are subject to this bias) 

2. Illusion of Control – sometimes we think we have more control over circumstances than we actually do 

- Example: when buying lottery tickets, you would choose numbers that mean something to you over 

choosing randomly generated numbers, as you think you might have a better chance of winning 

3. Planning Fallacy – we tend to overestimate the speed at which we will complete projects and tasks 

- Applies to both complex as well as simple tasks 

- Example: Uni assignments 

4. Over-placement – we tend to believe that we are better than others in specific ways when we are not 

- Example: When asked if you think you are better driver than 50% of the class (70-80% would say yes) 

- Negative consequences – ie. law suits 

Availability Heuristic – we assess the frequency, probability or likely cause of an event by the degree to which 

instances or occurrences of that event are readily “available” in memory  

- Vivid information is more easily accessible and thus has more influence on our judgement and decisions 

 Example: Top causes of death in the US (a) tobacco, obesity and alcohol or (b) cancer, heart disease 

and auto incidents  

 We would choose (b) because we hear about it more but the correct answer is (a) 

- Information that is more easily retrievable from memory has the most influence on judgement and decisions  

 Example: In four pages of a novel, how many words have the letter n as the second last letter? 

 It’s hard to think about this 

 BUT if it was phrased with how many words end with ING? 

 This is easier to think about, which is why estimates are higher, although it should be lower than the 

first 



Representative Heuristic – when making a judgement about an individual or event, people look for characteristics 

the individual or event may have in common with previously formed thoughts (eg. stereotypes) 

- Example: Linda is 31, single, outspoken, and intelligent. She majored in philosophy. As a student, she was 

deeply concerned with issues of discrimination and social justice and participated in antinuclear 

demonstrations. What is the possibility that Linda is… 

- a bank teller who is active in the feminist movement? 20-50% (overestimated) 

- a bank teller? 10% 
 

Framing Heuristic – whether a question is framed as a gain versus loss would influence individual’s risk preferences 

when collecting information and making decisions  

 When a question is framed as gain versus no gain, people are reluctant to take risks 

- Example: Plan A: 2 million people will be saved, Plan B: 1/3 change that 6 million will be saved and 

2/3 chance that no one will be saved (most people would go for Plan A) 
 

 When a question is framed as loss versus no loss, people are willing to take more risks, presumably because 

they want to avoid loss 

- Example: Plan C: 4 million people will die, Plan D: 1/3 chance that no one will die, 2/3 chance that 6 

million people will die (most people would go for Plan D) 
 

Anchoring Bias: 

 We often develop estimates by starting with an initial anchor that is based on whatever information is 

provided 

 We adjust from the anchor to provide a final estimate, unfortunately the adjustment is usually not sufficient 

to reach an accurate estimate  

 Anchoring occurs even when anchors are subliminal  

 Anchoring is stronger when it is provided in smaller units 

- Car prices are normally advertised like $18,983 rather than $19,000  

- Because if they say $19,000 you think of units in the 000’s 

- To avoid this, put your own price on the car 
 

Self-Serving Bias in Judgement – we make judgements in ways that benefit ourselves 

 Example: we tend to believe that we have contributed more to teamwork than we actually have 

- Why do music bands disband after success? Because each one thinks they made the band successful, 

so they go solo 

 Example: Endowment effect – we tend to perceive that our own belongings are more valuable than others 

same/similar belongings 

- I would sell my laptop for a higher price, but would only pay a small amount for the same thing 
 

Escalation of Commitment:  

 How many of you would break up with someone who treats you badly after: 

- You have been dating for 3 weeks 

- You have been dating for 3 years 

- You have been dating for 9 years and have 3 kids 

 Dilemma: When facing permanent losses of resources (ie. sunk costs), do you invest more resources or try 

another approach? 

 Escalation of Commitment – investing additional resources in an apparently failing course of action (not 

trying something new) 

- Ego protection and Self-justification: to try to change the result of the previous decision to prove 

that one is capable of making good decisions 

- Solution: Self-affirmation – focus on good decisions in other areas  

- Change of decision maker: the new decision maker has no motivation to protect the eco of the 

previous decision maker  



Hindsight Bias – we tend to overestimate what we knew beforehand based upon what we later learned  

 Sometime we feel that we are able to predict the results of independent events (eg. the result of the US 

election) 

 Advantage: self-flattering, allows us to criticise others for lack of foresight  

 Disadvantage: reduces our ability to learn from the past 
 

Curse of Knowledge – when we assess other’s decisions or behaviours, we tend to ignore the fact that they might 

not have the knowledge that we have 

 When we judge someone else’s behaviour we assume they have the same knowledge as us 

 Example: when watching a horror movie, we get angry when the actor makes certain decisions, but in the 

movie they don’t know 

 Example: when giving friend’s directions to your house, you will assume they are familiar with all the roads 

you know  
 

Winner’s Curse – we suspect that we might have over-bidden after we have won a deal or auction  

 You feel like you have been ripped off 

 Associated with emotions such as regret, anger  

 Can occur for various reasons (eg. competitive environment) 
 

Unconscious Decision Making 

o The conscious mind capacity is limited 

- 7 items maximum, try thinking simultaneously of work, dinner, weekend, relationship, world peace 

and aliens  

- Conscious mind can process 10-60 bits of information per second  

o The unconscious mind is not limited by low capacity, and is more suitable for more complicated tasks 

- The entire human system processes 11,200,000 bits per second , visual system alone processes 

10,000,000 bits per second 

- Example: Property Purchase Decision 

- Forced continuous processes might lead to poor performance and decision  

- Example: try to verbalise your action when playing a musical instrument  

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Lecture 4 – Will Power and Work Motivation  

Outline: 

 Theory X and Theory Y 

 Self-Regulation Theory 
- Ego-depletion  
- Regulatory Focus Theory  

 Goal Setting Theory  
- Self-Efficacy  
- Goal Orientation 

 Expectancy Theory 

 Equity Theory 

 Cognitive Evaluation Theory 

 Job Characteristic Model 

 Job Satisfaction 

 Organisational Citizenship Behaviour  

 Organisational Commitment  
 

Theory X                           X for punishment   

o Employees dislike work and attempt to avoid work 

o Employees must be coerced, controlled or threatened with punishment if they are to perform  

Theory Y 

o Employees like to work and are creative and seek responsibility  

o Employees can exercise self-direction and self-control  

o Under this theory management would provide opportunities for individuals (like Google – free food, music, 

sleeping rooms) 
 

Self-Regulation – The process where you refrain from impulsive tendencies and chose to behave rationally (eg. 

choose long term benefit, choose delayed gratification) 

Two System Framework: 

- The Cool System: cognitive, emotionally neutral, contemplative, strategic (keeps us on track) 

- The Hot System: emotionality, passions, impulsive and reflexive  

- Example: If you are trying to lose weight, the cool system would lead you to choosing an apple to eat, but 

the hot system would lead you to choosing a cake 

- Example: If you were aiming to achieve a high score on your exam, the cool system would lead you to study 

on Saturday night, whereas the hot system would lead you to party on Saturday night  

 

Ego-Depletion – our self-regulation ability (ie. will power) resembles a muscle, and exerting self-regulation consumes 

resources and reduces the amount of resources available for subsequent self-control efforts  

- Example: workout before a demanding quiz might impair performance (you will be tired from the gym) 

- Self-regulation processes that might deplete you: 

 Coping with stress 

 Regulating negative affect 

 Resisting temptations  

 

Productivity Tricks: 

 Pomodoro Technique – Refers to splitting up a big task into smaller tasks, like slicing up a tomato 

- Focus on one thing for 25min than have a break for 5min 

- Starting smaller tasks are easier than being confronted with a massive project  

Definition – the intensity, direction and persistence 

of effort a person shows in reaching a goal: 

 Direction – Where effort is channelled  

 Intensity – How hard a person tries 

 Persistence – How long effort is maintained  



 Don’t Break the Chain – invented by Jerry Seinfeld, this technique involves maintaining the momentum 

- Mark off days you complete tasks with a red cross, you’ll have a chain of crosses so you focus on not 

breaking it 

Regulatory Focus – We approach a goal in two distinct ways:  

1. Promotion Focus – emphasising growth and opportunity and the pursuit of positive outcomes 

- Individuals with a promotion focus tend to: 

- Focus on their ideals an aspirations 

- They are sensitive toward positive outcomes or progress towards the goal 

- See a “gain” as a success and a “non-gain” as failure 

- Strategies: strive for gains, insure against errors of omission  

 

2. Prevention Focus – emphasising safety and security and the minimisation of negative outcomes  

- Individuals with a prevention focus tend to: 

- They are sensitive toward negative outcomes or setbacks toward the goal 

- See a “non-loss” as success and a “loss” as failure  

- Strategies: correctly reject losses, insure against errors of commission  

Regulatory focus has been shown to influence a wide variety of outcomes: 

 Decision making 

 Social interaction 

 Negotiation outcomes  
 

Goal Setting Theory – Specific and difficult goals together with feedback lead to higher performance  

 Specific goals (versus do your best) increase performance  

 Difficult goals, when accepted, result in higher performance than do easy goals  

 Feedback leads to higher performance than does non-feedback 

For goals to be effective they should be SMART: Specific, Measurable, Attainable, Results Orientated, Time Bound  
 

Self-Efficacy – an individual’s belief that he or she is capable of performing a task 

- From social cognitive theory and social learning theory 

- High self-efficacy will help employees accomplish goals more successfully  

- This is the main key variable in goal setting theory – confidence is so important  

Four Ways to effectively increase one’s self efficacy:  

1. Enactive Mastery – Practicing and gaining relevant experience (ie. the Rugby death crawl) 

2. Vicarious Modelling – Confidence is gained by seeing someone else perform the task successfully (observing 

someone else doing it, ie. a lecturer watching TED talks) 

3. Verbal Persuasion – Confidence is gained because someone convinces you that you have the necessary skills 

to succeed  

4. Arousal – An energised state can drive a person to complete the task (physical arousal, ie. doing a 5min 

workout before public speaking) 
 

Goal Orientation  

Learning Goal Orientation – see the task as an opportunity to acquire new skills and knowledge  

Performance Goal Orientation – focus on demonstrating performance to prove competence and avoid failure  

 Compared to performance goal orientation, a learning goal orientation leads to: 

 More motivational beliefs  

 Higher self-efficacy  

 Less task anxiety 



 More effort 

 Higher performance  
 

Motivational Theories 

Expectancy Theory – One’s motivation to engage in a task is dependent on three critical conditions. Motivation is 

high only when ALL three are satisfied:  

 Expectance – the belief that exerting a certain amount of effort will lead to the desired performance level  

 Instrumentality – the belief that performing at a particular level will lead to a certain reward from the 

organisation  

 Valence – an estimate of the extent to which organisational rewards can satisfy one’s needs or are attractive 

to the individual  

 Example: “I will offer you $100,000,000 if you can memorise the Dictionary by tomorrow morning.” Why is 

this not motivating? 

- Expectance is not satisfied – even if you put in all your effort it would be impossible to memorise 

- Instrumentality not satisfied – the person would not have that money 

- Valence is satisfied – you would be happy with $100,000,000 

Increasing Expectancy: 

 Expectance: 

- Skills and training 

- Reasonable goals and tasks 

 Instrumentality: 

- Recognise performance, deliver reward as promised 

- Establish employee’s trust that good performance will be well rewarded 

 Valence: 

- Analyse what employees truly need (money may not be the most important to them) 

- Customise rewards for employees with different needs  

 

Equity Theory – Employees compare the inputs they invest in a job and the outcomes they receive from the job to 

inputs and outcomes of other workers  

 

 

 

Responses to inequity: 

 Ask for more reward 

 Reduce effort in the job 

 Adjust perception of self performance  

 Adjust perception of co-worker performance 

 Choose a different co-worked to compare with 

 Quit the job 

 

Cognitive Evaluation Theory – based on the ideas of intrinsic and extrinsic motivators:  

 Intrinsic Motivators – A person’s internal desire to do something, due to such things as interest, challenge 

and personal satisfaction  

 Experience of Intrinsic Motivation – Sense of choice, sense of competence, sense of meaningfulness, sense of 

progress 

 Extrinsic Motivators – Motivation that comes from outside the person, such as pay, bonuses and other 

tangible rewards 



 The introduction of extrinsic rewards for work effort that was previously rewarded intrinsically will tend to 

decrease an employee’s motivation 

- Example: Artists paint to live versus Artists live to paint  

- The group that were asked to pain with love performed better than those who were asked to pain 

for money 
 

Job Design – the Job Characteristic Model (JCM) identifies five core job dimensions of a job position and their 

relationship to personal and work outcomes  

1. Skill Variety – the scope of skills involved in the job (ie. CEO versus cashier), the more skills, the more 

motivating 

2. Task Identity – the extent to which one is involved in all parts of an end product (ie. making a whole table 

versus making the legs only), more motivating if an individual is involved in the whole process 

3. Task Significance – the meaningfulness of the job (eg. capturing murderers and major criminals versus giving 

out parking tickets) 

4. Autonomy – the amount of freedom one has while on the job (eg. writing a manuscript versus serving in a 

restaurant) 

5. Feedback – the amount of feedback one received when doing the job  

 

 

 

 

 

 

 

 

 

  KNOW THE FORMULA TO CALCULATE THE MPS: 

 

 

 

 

 

Results of Work Motivation 

 Job Satisfaction – one’s general attitude toward their job 

- Key sources of job satisfaction: work itself (if you love what you do), pay and advancement, co-

workers (working with the right people) 

- Enjoying the work itself is almost always correlated with high levels of job satisfaction 

- Once a person reaches the level of comfortable living, the relationship between pay and satisfaction 

virtually disappears  

- Satisfaction affects: 

 Individual productivity 

 Organisational productivity 

 Organisational Citizenship Behaviour 

 Customer satisfaction  



Organisational Citizenship Behaviour – is the voluntary, informal behaviours that contribute to organisational 

effectiveness, but are not rewarded or detected by formal evaluation systems  

o Altruism – being helpful, helping a co-worker with their tasks 

o Courtesy – being friendly and considerate towards co-workers 

o Sportsmanship – exhibit no negative behaviours when something at work doesn’t go as planned, be a good 

sport 

o Conscientiousness – show more self-discipline than what’s required at work (working extra hours but not 

getting paid) 

o Civic Virtue – support a good image of the organisation even outside of work   

 

When job satisfaction is low: 

 When an employee’s job satisfaction is low, their reaction depends on whether they adopt a 

constructive or destructive approach, and whether they seek to resolve the dissatisfaction in an 

active or passive way 

 

  

 

 

 

 

 

 

 

Result of Work Motivation  

 Organisational Commitment – a state in which an employee identifies with a particular organisation and its 

goals, and wishes to maintain membership in the organisation 

 Affective Commitment – an employee’s genuine emotional connection with the organisation (like 

true love) 

 Normative Commitment – the obligation an employee feels to staying with an organisation (don’t 

have feelings anymore, but have been together for too long) 

 Continuance Commitment – an employee’s calculation that it is in their best interest to stay with the 

organisation based on the perceived costs of leaving it (being in a relationship with someone who is 

really rich) 
 

 

 

 

 


