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The Measurement of Decision Uncertainty By Shannon’s Entropy

Kang-Lin Peng

Department of Hospitality Management, Ming Hsin University of Science and Technology

Abstract

Shannon developed the message entropy theory to measure the uncertainty of message by the measurement
model of entropy. This research adapted the essence of Shannon’s entropy model to infer the decision entropy
model and measure the degree of decision uncertainty as research purposes. Grounded by the similar properties
between Shannon’s information system and decision model of organizational theory, analogy method has been
applied to develop the model of decision entropy. After discussing appropriateness of this model by decision
theory, the research proposition and hypothesis have been constructed. Then, the hypothesis of Individual’s
Investment decision has been tested by empirical study. The conclusion shows that the greater probability of
information appearance, the less entropy of decision system, and the less uncertainty of decision making.
Consequently, decision entropy model might suitably be used to measure the degree of decision uncertainty.
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