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Asymmetric error minimization and its applications to economics
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The mathematical expectation of given random variable is know as the best
approximate of it by a constant. Importantly, here, the error is measured by the mean-squared-error.
0Ozaki (2009) extends this conditioning scheme to a more general framework and succeeded in defining
the conditioning scheme for a family of functionals that includes the expectation as a very special
case. A key idea for this is to use more abstract measurement for errors rather than the
mean-squared-error. In particular, he developed the conecept of an asymmetric error function that
substantially extends the conecept of the mean-squared-error. This project applied an asymmetric
error function to a more concrete economic situation, namely, Ellsberg®s paradox, where the choice
patterns of people observed were never able to be explained by means of the concept of usual
probability. Ozaki showed that the paradox is resolved even under the traditional probability case
if people adopt the asymmetric error functions.
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