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Abstract

Prospect theory is a theory proposed by Kahneman and Tversky. This theory was first developed in 1979. Prospect theory
explains how humans behave when making decisions under risk and uncertainty. The initial concept of this theory was
originally developed in the fields of behavioral economics and psychology. However, as the model and understanding of
prospect theory have developed, it is expected that this theory can be used in other fields. This Systematic Literature Review
was created to analyze the current development of prospect theory and how it has developed in research across various fields.
The literature data used in this Systematic Literature Review was taken directly from open access journals in Scopus. The data
was then extracted and categorized into several sections for analysis. The main category analyzed was the subject area of the
selected articles. In addition, other categories such as the year of publication, region, and research methodology were also
used. In the categorization, various other theories and models that are often integrated with prospect theory were also found.
The results of the analysis show that prospect theory has undergone developments in its understanding and application and
has been used for research in fields other than behavioral economics and psychology.
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1. Introduction

The prospect theory put forward by Kahneman and Tversky has become a very influential theory in understanding
decision-making under uncertainty. This theory is contrary to classical utility theory which holds that individuals
always make rational decisions. Lead theory argues that individuals tend to make decisions based on advantages
and disadvantages with reference points rather than end results alone.[1] Empirical studies related to prospect
theory in various fields of study generally use two main concepts, namely loss aversion and framing effect.

Initially this theory was developed in the fields of behavioral economics and psychology Barberis, but today it has
been used in various other fields of study.[2] This development shows that prospect theory not only corresponds
to economic behavior, but also provides an understanding of this individual behavior towards decision-making
under risk and uncertainty in any field. In the last forty years, research involving prospect theory has increased as
the fields of psychology, economics, and other approaches have evolved. Therefore, this Systematic Literaure
Review (SLR) was created to determine the development of the use of prospect theory in various fields of study
in the last five years. For more details, this study aims to answer the following research questions:

RQ1:How is the temporal development?
RQ2:What is the field of study that uses lead theory the most in its research?
RQ3:What is the current state of prospect theory in academic literature?

This SLR is expected to contribute to conceptual and methodological developments, both for strengthening the
understanding of prospect theory and as a basis for future research.
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2. Literature Review: Prospect Theory

Prospect theory is a behavioral theory first developed by Daniel Kahneman and Amos Tversky. This theory
explains how individuals make decisions under risk and uncertainty.[3] Prospect theory is contrary to Expected
Utility Theory (EUT) which argues that individuals always make rational decisions. According to Kahneman and
Tversky, EUT does not fully accurately describe human behavior. This is because in practice, humans are not
completely rational. Therefore, lead theory was developed to better understand an individual's response in making
risky choices.

Kahneman and Tversky's research found that individuals often make decisions not based on final results, but rather
on relative changes in a reference point. In addition, individuals also treat probability with a subjective perception
of uncertainty. Lead theory has two main concepts, namely the value function and the probability weighting
function.

2.1 Value Function

Value function describes how individuals provide value to the outcome of a decision. In the theory of prospect
value function is in the form of the letter "S™ and is asymmetrical to the zero point (reference point).
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Figure 1. Prospect theory value function

If the point is above the reference point (gains), the value function is concave which indicates a risk aversion
attitude. On the other hand, if it is below the reference point (losses), it means that the value function is convex,
which indicates a tendency to risk seeking. In addition, if the slope point of the curve for losses is steeper than
gains, it reflects the phenomenon of loss aversion. Mathematically, a value function can be made to:
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2.2 Probability Weighting Function

The probability weighting function explains that individuals do not assess probabilities in a linear manner. Humans
tend to overweight small probabilities, but instead underweighting small probabilities. This means that they treat
small opportunities as if they are bigger than they are and big opportunities as if they are smaller. This is the reason
why someone is interested in giving a lottery ticket even though the chances of winning are very small and hesitant
to buy insurance even though the chances of loss are very small. Mathematically, the probability weighting
function is expressed as:
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With a log-convex form to p, it produces the effect of certainty and possibility.

Figure 2. Prospect theory probability weighting function

In his research journal in 1979, prospect theory also introduced several other important phenomena that illustrate
human biased behavior in decision-making, namely:

a.

b.
c.

d.

Certainty effect, showing that with the same expectation value, individuals value certain outcomes more than
risky outcomes;

Possibility effect, describes the tendency to pay attention to events that are very unlikely to be excessive;
Reflection effect, showing that the pattern of preference for risk reverses direction between the gains and
losses domains; and

The reference effect, asserts that an individual's assessment of the outcome of the Decision is highly
dependent on how the situation is created, i.e. whether it is perceived as gains or losses from the beginning.

3. Research Methods

This study is a Systematic Literature Review (SLR) which is carried out with the following steps, first, the
researcher determines the research questions that will be used as the basis for searching for literature. Then, the
researchers compiled criteria to search for literature using Scopus. Here are the criteria that have been determined:

PoooTe

Period 2021-2025;
Subject area: all;
Source type: journal;
Languange: English;
Open access

By filtering Scopus searches using the above criteria, 412 articles were found. Then, the 412 articles were re-
screened one by one in accordance with the research objectives. From this step, a total of 22 articles were obtained.
After that, data was extracted from the 22 articles and the results were analyzed.
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Figure 3. Literature identification

4. Results and Discussions
4.1 Descriptive Findings from Selected Research

After the data is extracted, an in-depth analysis is carried out based on specific categories. Here are the details of
the descriptive results of the analysis.

1) Chronogical View

Figure 4 shows the trend of publishing articles related to prospect theory in the period 2021 to 2025. It can be seen
from the selected literature that the publication of articles using prospect theory from 2021 to 2024 has the same
number, namely five. This can be interpreted that prospect theory is consistently used every year. Meanwhile,
because this research began to be carried out in the third quarter of 2025, the selected literature produced was not
as much as in previous years.
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Figure 4. Documents publication troughout the years
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2) Number of Studies by Region

USA
Turkey
China

Japan

region

France

Portugal

Not specified

10

document

Figure 5. Distribution of studies by region

It can be seen in figure 5, from the 22 selected articles, the dissemination of prospect theory studies was carried
out by 6 countries, where there were 3 articles, which were not explained by the country of research so they could
not be identified. The most publications are in China, which is as many as 9 article documents. Then, followed by
the United States as many as 6 articles.

3) Research Methodologies
The classification of the use of qualitative and quantitative research methods in the selected literature can be seen

in figure 6. Based on the results of the descriptive analysis, the quantitative research method is the most widely
used method, which is 86.4% of 22 documents. As for the use of qualitative methods, it is only 13.6%.

qualitative

13.6%

quantitative

Figure 6. Distribution of research methodologies
4) Other Theories used with Prospect Theory

In the selected articles, you can find the use of theories or other models that used in conjunction with or to support
the Prospect Theory.
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Figure 7. Theories/model integrated with prospect theory in selected studies

Figure 7 shows the various theories. From the results of data extraction and analysis, 8 theories or models can be
found that can be integrated with prospect theory. Among the eight theories and models, the most dominant is
Game Theory and followed by Expected Utility Theory (EUT).

5) Subject Area Deployment
In accordance with RQ3, the last category analyzed was the distribution of the subject of the research area. Figure

8 shows that the most research carried out in the field of economics is in accordance with the initial concept of
prospect theory. However, it can be seen that research in other subject areas is also quite varied.

documents

economics sciences psychology engineering
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Figure 8. Studies distribituion in different subject areas

4.2 Answering the Research Questions Asked
1) RQ1 How has temporal prospect theory developed in the last five years?

Since its introduction in 1979, prospect theory has been increasingly developed and widely used, especially in
explaining behavior in decision-making. In this study, the researcher chose a specific time period, 2021-2025, to
see and analyze the development of temporal prospect theory in that time period. The results in the selected
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literature can be seen in Figure 4, rospect theory is consistently used every year, except in 2025 because the
research begins in the third quarter of 2025. This shows that prospect theory is still relevant to be used today.

2) RQ2 What is the field of study that uses lead theory the most in its research?

At the beginning of its introduction, prospect theory was created to explain economic and psychological behavior
in decision-making. However, along with the development of understanding of prospect theory, various fields of
study have also applied prospect theory in their research, Figure 7 shows that in addition to the field of economics,
other fields of study such as science, and engineering. For more details, these fields of study also include political
science, communication science, social psychology, and others. This shows that the development of prospect
theory is relevant to research in the field of study.

3) RQ3 What is the current state of prospect theory in academic literature?

Based on the results of the previous descriptive analysis, we can see that the prospect theory has developed
considerably compared to the first time it was proposed in 1979. The results of qualitative research from the
selected research resulted in the development of theories and model frameworks made based on prospect theory.
Cumulative Prospect Theory and 3rd-generation Prospect Theory (3-PT) are some of the developments of prospect
theory.

Research shows that prospect theory is influential in research in various countries. In the last five years, the
countries found to be the most active in using and developing prospect theory are China and the United States, as
illustrated in figure 5. This shows that prospect theory is still very relevant in the development of research in these
countries.

5. Conclusion

Prospect theory is a behavior theory that is very influential in explaining decision-making under risk. Since it was
first created by Kahneman and Tversky, prospect theory has undergone many developments in its application and
understanding. Until now, prospect theory has even been used in cross-fields such as social sciences, engineering,
and others. The application of prospect theory also shows consistent and increasing use every year. Thus, it can be
concluded that prospect theory is still very relevant today in the field of economic science and is expected to
continue to develop and can be used across other fields of study.
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