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Abstract

Behavioral finance depends intimately on the notion of subjective probability, which

has been universally treated as one of the two forms of probability. A substantial body

of work and recent experimental results show conclusively that this approach is invalid:

subjective and objective probabilities cannot be treated as two sides of the same coin.

This raises serious questions about calculations based on that assumption, decisions

based on those calculations, and what to do if assigning numerical values and

calculating expected values based on subjective probabilities is invalid. This paper

presents a radical re-formulation of subjective probability, showing that what have been

called “subjective probabilities” are properly formulated as uncertainty appraisals, re-

descriptions of states of affairs carrying tautological implications for action. A novel

formulation of the decision maker's field-of-view, based on the concept of Actor,
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Observer, and Critic roles, combined with the uncertainty appraisal formulation, is used

to develop new methods for evaluating data, finding patterns in data, and integrating

probabilities and uncertainty appraisals, that is, those aspects that have, until now,

been called “subjective probabilities.”
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Notes

1. A formulation of the concepts of intentional action, deliberate action, and community

in mathematical formalism may be found in Jeffrey [2010].

2. Poincaré [1905/1970] noted that “axioms are definitions in disguise”; that is, they

articulate the basic relationships in a mathematical domain. The principles of homo

economicus articulate the domain of behavior. As Putman discusses in his introduction

to Ossorio [2012], this does not mean that the principles function as postulates or

assumed truths.

Related research 

Recommended articles Cited by 

6

People also read

https://www.tandfonline.com/keyword/Subjective+probability
https://www.tandfonline.com/keyword/Decision+theory
https://www.tandfonline.com/keyword/Homo+commmunitatis
https://www.tandfonline.com/keyword/Probability+theory


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2026 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

Taylor and

Francis Group

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
https://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

