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the availability of that information. Participants specified in each of at most 60 periods
four capital volumes making up the skeletal balance sheet of a financial institution in a
computer-simulated environment with rare but potentially payoff-devastating crises. In
the main study, we compared decision outcomes from two treatments: in the first, a par-

J];Sé]dassmm“o”" ticipant had access to information on business numbers of two other participants, at least
16 one of whom - unknown to the participant — was of the opposite sex (treatment with

group information); in the second, no such outside information was available (treatment
Keywords: without group information). Our main finding is that, without group information, men
Decision-making adopted significantly more risk-exposed financial positions than women, whereas this pat-
Uncertainty tern did not obtain beyond the first few periods when group information was available.

Gender differences
Experiment
Social information

A further study produced evidence that this effect of the availability of group information
upon risk exposure is moderated by the gender composition of the groups. We also confirm
the well-established tendency of social information to diminish cross-sectional variability
in decisions.
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1. Introduction

Recent advances in behavioral economics have been based to a considerable degree on incorporating the social envi-
ronment of economic actors into their utility functions (Fehr and Schmidt, 1999; Bolton and Ockenfels, 2000; Charness
and Rabin, 2002). For decisions under uncertainty, an analogous approach has recently been implemented by Linde and
Sonnemans (2012) and Rohde and Rohde (2011), for instance. The recognition of the social environment as an important
determinant of individual decisions under uncertainty is already well-established in the behavioral sciences (Blank, 1968;
Yechiam et al., 2008).

A robust result from this line of research is that when individuals can observe the decisions of others they tend to align
their own decisions towards them (Yechiam et al., 2008; Bougheas et al., 2013). In the present study we aimed at testing
an immediate implication of this result - an attenuating effect of social information upon gender differences in decisions
under uncertainty. Such differences constitute an ordinal pattern of behavior at the population level which has been widely
studied experimentally (Byrnes et al., 1999; Eckel and Grossman, 2008; Croson and Gneezy, 2009). These studies, however,
have been restricted to situations where participants took their decisions in informational isolation from each other. We
therefore designed an experiment testing whether any gender differences in decisions under uncertainty made without
information on equally informed other participants’ decisions are robust to the availability of that information.

In our experiment, participants specified in each of at most 60 periods four capital volumes making up the skeletal balance
sheet of a financial institution in a computer-simulated environment with crises which were rare but potentially devastating.
A crisis could lead to the insolvency of a financial institution, terminating the game for the corresponding participant and
entailing the loss of three quarters of the payoff accumulated up to that point. In our main study, we compared decision
outcomes from two treatments. In the first treatment, called with group information, a participant had access to information
on business numbers of two other participants with whom s/he jointly formed a group throughout the experiment. Unknown
to the participants, at least one of the other two participants in the group was of the opposite sex. Each group’s progress
through the experiment was synchronized in such a way that a participant proceeded to the following period only when
all participants in the group had made their decisions. Due to this synchronization the information on others’ decisions
could provide neither representative feedback, i.e. information about the overall performance-related payoff of others, nor
information regarding the consequences of a crisis. In the second treatment, called without group information, participants
played on their own and at their own pace.

Importantly, all hypotheses formulated in the present paper apply only to the portion of the game prior to the first crisis
period encountered by a participant. There are a number of reasons for this: Firstly, in many cases the first crisis reduced the
number of other group members about whom a solvent participant could obtain information, undermining the main feature
of our experimental design. Secondly, even if a group remained complete, the individual members’ decision situations might
have become quite disparate as a result of the losses incurred in the crisis. This again would invalidate a basic feature of
our experimental design. Thirdly, after a crisis period a solvent participant had access to information about the crisis default
rates. This knowledge crucially reduced the uncertainty of the decision situation and thus the value of group information.

Our aim in choosing a relatively complex task was not comprehensively to reflect the intricacies of real-world financial
institutions. Indeed, by that measure our model is still so crude as to remain essentially an abstract problem.! Rather, this
aspect of our design was motivated by the assumption that the assimilation of information about how equally informed
others have decided in the same situation will be at its greatest when the task is complex and the decision environment
profoundly uncertain. That is to say, whenever a decision problem involves one or a series of difficult judgments, prone to
errors and miscalculations, individuals will more readily tend to compare their judgments to those of others, if that possibility
exists. However, this attempt to sharpen the treatment effect by no means suggests that we question the influence of equally
informed others on simpler types of decision under uncertainty (see Cooper and Rege, 2011; Yechiam et al., 2008; Bougheas
et al., 2013).

The result of our main study (Study I) is that, without group information, men adopted significantly more risk-exposed
financial positions than women, whereas this pattern did not obtain beyond the first few periods when group information
was available. Furthermore, we reproduced the stylized fact that social information diminishes cross-sectional variability in
decisions. Study II provided evidence that the gender composition of the group moderates the effect of group information
upon risk exposure: while risk exposure increased with group information, with mixed-sex groups only the effect for women
was found to be statistically significant; with single-sex groups, by contrast, a significant increase of risk exposure occurred
only for men. Study III picked up on the role of task complexity. It investigated whether the complexity of the task context
engendered cognitive overload or a feeling of being inadequate to the experiment task, bearing the potential to induce
participants to resort to a practice of simply adopting the observed decision of others. While this would have provided an
alternative explanation for the attenuation of gender differences in decisions found in Study I, Study III found no evidence
that the complexity of the experiment task had any such effect.

1 While the participants - business and economics students - were familiar enough with the notions and structures involved, they had no model-specific
a-priori knowledge of the problem.
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