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The magnitude effect is similar to the peanuts effect in
all respects but one: the two effects run in opposite direc-
tions if risk seeking corresponds to greater willingness to
wait for an outcome, as is vsually assumed. This poses a
problem for attempts to develop a common explanation
for effects of risk and delay, something that has been
proposed by numerous researchers (e.g., Keren & Roe-
lofsma, 1995; Prelec & Loewenstein, 1991; Rachlin,
Logue, Gibbon, & Frankel, 1986; Rachlin, Raineri, &
Cross, 1991). Both Green, Myerson, and colleagues (Du
et al., 2002; Green et al., 1999; Holt et al., 2003; Myerson
et al., 2003) and Rachlin et al. (2000) have found the
magnitude effect and peanuts effect in the same experi-
ment and both noted the problems this entails for any
attempt to reduce the effects of risk and delay to a com-
mon psychological mechanism. Prelec and Loewenstein
(1991) have noted this difficulty as well.
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Table 3
Logistic regression coefficients for the log odds of choosing the safer option*

Factor Levels Regression coefficient Lower 95% Upper 95%
confidence confidence
Payout magnitude® $1 vs. $10 1.40 0.72 2.07
$1 vs. $100 262 1.60 365
$1 vs. $1000 293 167 420
Probability magnitude® High vs. medium —0.34 —0.96 028
High vs. low —025 —0.89 038
Probability ratio® 4vs. 2 0.53 —0.16 121
4vs. 1.25 1.50 0.65 2.36
Payout magnitude % probability magnitude $1 vs. $10 and high vs. medium —0.04 —1.03 096
$1 vs. $10 and high vs. low —048 —131 0.34
$1 vs. $100 and high vs. medium 0.09 —1.06 124
$1 vs. $100 and high vs. low —093 -210 024
$1 vs. $1000 and high vs. medium —0.27 —1.62 1.09
$1 vs. $1000 and high vs. low —099 -235 024
Payout magnitude * probability ratio $1 vs. $10 and 4 vs. 2 —081 —161 —0.01
$1vs. $10 and 4 vs. 1.25 —0.90 —1.98 0.17
$1 vs. $100 and 4 vs. 2 —0.59 —1.86 0.69
$1 vs. $100 and 4 vs. 1.25 -213 —341 —0.86
$1 vs. $1000 and 4 vs. 2 —062 -213 0.90
$1 vs. $1000 and 4 vs. 1.25 —244 —392 —097

TEXTIX — &5 AT Wi, W s A & K AT FR HY, Weber A1 Chapman (2005)7E 73 # H 45
H TR (peanuts effect) SMER K/NEIEL . 40 R 2 IR SCRH# % (p38 26 3 B -

The significant interaction between payout magni-
tude and probability magnitude indicates that the size
of the peanuts effect increases with increasing
probability magnitude. The reverse peanuts effect pres-
ent at the lower probability levels for the 1.25 probabil-
ity ratio disappears at the highest probability level. For
the 2 and 4 probability ratios, the peanuts effect is
slightly smaller at the lowest probability level than at
the largest two levels. The logistic regression analysis
performed on only the 2 and 4 probability ratios indi-
cates that the outcome magnitude by probability mag-
nitude interaction is still significant (y°(6,N=155)
=14.97, p<.05).
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