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Description of a decision-making theory of bounded rationality and its application
to consumer situations

Yuichi Hashimoto (Graduate School of Contemporary Psychology, Rikkyo University)

This paper reviews recent research on the decision-making process. The first part describes the
advantages and disadvantages of prospect theory. Previous studies on decision making suggest that
humans possess full rationality with which they process information and make the most rational choices.
The second part explains that humans have bounded rationality rather than full rationality because of the
limitations of their cognitive abilities and that heuristics (the recognition heuristic and take-the-best
heuristic) are behavioral violations of rational choice theory. To explain these behavioral violations, this
paper reviews recent theories (the fast and frugal decision trees, priority heuristic, and contingent focus
model) for decision-making strategies.
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