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Term

Planning often involves estimating quantities. Thereby, one can fall into the trap of «<anchoring». This module serves as an

overview for the case «anchoring and adjusting» (or: insufficient adjustment of the initial point).
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Anchoring occurs when estimating quantities. In accordance with TVERSKY and KAHNEMANN, we list three typical cases:
® 1 Anchoring due to insufficient adjustment of the initial point
® 2 Anchoring due to an incomplete calculation

® 3 Anchoring when estimating the distribution function of quantities.

We will further focus on the first case in this module:

It has to do with the danger of overconfidence!
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The phenomenon of anchoring usually occurs when dealing with questions of quantities, like: «Estimate the residential

population of the Canton of Schwyz by the end of 1997».

The phenomenon was originally presented in an essay from TVERSKY and KAHNEMANN [1974].
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From the text from 1974:

«In many situations, people make estimates by starting from an initial value that is adjusted to yield the final answer.

The initial value, or starting point, may be suggested by the formulation of the problem, or it may be the result of a partial

computation.

In either case, adjustments are typically insufficient. That is, different starting points yield different estimates, which are biased

toward the initial values.

We call this phenomenon anchoring.»

(TVERSKY/KAHNEMAN 1974:1128)
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*  Estimates depend on the considerations made.
® Theinitial values work like anchors: it is very difficult to move away from them.
®  You may think, the population of the Canton of Schwyz is approx. 200000 residents.

*  Following the objection, that you may not know it that precisely, you would usually reply that it lies between 180°000 and

220°000 inhabitants.

* Inthis case, you have the typical «anchoring and adjusting» - and thereby a real danger of overconfidence!
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Are experts better?

«In most studies, the actual values of the assessed quantities are either smaller than Xo1 («Unteres Extremy, r.s.) or greater than

Xo9 («Oberes Extrem», r.s.) for about 30 percent of the problems.

That is, the subjects state overly narrow confidence intervals which reflect more certainty than is justified by their knowledge

about the assessed quantities.

This bias is common to naive and to sophisticated subjects.»

(TVERSKY/KAHNEMAN 1974:1129)

© ETH Zurich | Institut fir Raum- und Landschaftsentwicklung | Professur fur Raumentwicklung



Teaching module ,Anchoring”

An interesting passage can be found in BEHN and VAUPEL when 169 students were asked to answer almanac questions:

«The bias of overconfidence is even more clearly dramatized by the surprise index, the percentage of actual outcomes that fall
above the upper extreme or below the lower extreme. If these two estimates are assessed properly, the surprise index will be 2.
For these 169 students, it was 51. Over half the time, the student s estimates were not even in the ball park. One student was

surprised 18 out of 20 times.»

(Behn/Vaupel 1982:185)
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By the way

The residential population of the Canton of Schwyz by the end of 1997 was 125100 people — that ranked the Canton 17th out
of 26 Cantons.
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