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Abstract

The term “social preference” refers to decision eraksatisfaction with their own outcomes
and those attained by comparable others. The gressgarch was inspired by what appears to be a
discrepancy in the literature on social prefererespecifically, between a class of studies
demonstrating people’s concern with inequality atiters documenting their motivation to increase
social welfare. We propose a theoretical framewor&ccount for this puzzling difference. In
particular, we argue that a characteristic of theigion setting — an individual’s role in creatihg
outcomes, referred to as agency — critically affeldcision makers’ weighting of opposing social
motives. Namely, in settings where people can mguelge the outcomes, but cannot affect them
(“low agency”), their concern with inequality figes prominently. In contrast, in settings where peop
determine the outcomes for themselves and othkigh(*agency”), their concern with the welfare of
others is prominent. Three studies employing a s&ary-allocation paradigm document a robust
effect of agency. In the high-agency condition iggrénts had to assign salaries, while in the low-
agency condition they indicated their satisfactiotin equivalent predetermined salaries. We found
that compared with low-agency participants, higberaxy participants were less concerned with
disadvantageous salary allocations and were evi@ngitio sacrifice a portion of their pay to better
others’ outcomes. The effects of agency are digclgsconnection to inequality aversion, social
comparison, prosocial behavior, and preferencetnactson.
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In evaluating their own outcomes, such as salteys test grades, or prices paid, individuals
often pay attention to other people’s outcomesividdals’ satisfaction with their own outcomes may
vary as a function of the outcomes attained by @raige others. The term “social preference” is used
to capture the range of decision makers’ reactioriseir own and others’ outcomes. Social
preferences are said to depart from pure selfesteand reflect social motives, such as concern for
fairness and social welfare (Fehr & Fischbache®220

Our present study was inspired by what appears @discrepancy in the literature on social
preferences. We propose that agency plays a ceoleah shaping social preferences, and may explai
previous results. Agency is defined as “the cagacitindition, or state of acting or of exerting Eoiv
(Webster’s Dictionary). A person’s agency in a giwecial setting refers to her degree or level of
control over her outcomes and those of other marfiecording to our theoretical framework, agency
moderates the strengths of different social motitrass giving rise to different social preferend@sr
studies test and document the effects of agenay frfEimework and studies presented here shed light
on theories of inequality aversion, social comparjprosocial behavior, and preference construction

Background

We start by describing the seemingly conflictingdasions about the nature of social
preferences obtained in previous research. A premibody of empirical research suggests that people
dislike unequal allocations, especially ones tleatdiit others more than the self. In one study,
participants were asked to rate the attractiveaelgpothetical distributions of payoffs to onessatiid
one other person (Loewenstein, Thompson, & Bazerd@280). The participants rated options
awarding equal payoffs, such as $600 for onesef&&90 for the other, more highly than options
awarding a greater total payoff (or greater sowifare), such as $600 for oneself and $800 for the
other. Bazerman, Loewenstein, and Blount White 2)%9rther suggest that “people can be so
concerned about interpersonal comparisons thatwiiegften prefer outcomes that reduce their own
and other parties’ payoffs in an effort to avoidgualities” (p. 220). This stream of research iewli
that people’s social preferences are primarilyettiby inequality aversion rather than an altereativ
motivation to increase social welfare (Bazermamut White, & Loewenstein, 1995; Fehr &

Schmidt, 1999; Tricomi, Rangel, Camerer, & O’Dokie010).

A different conclusion emerges from several stubie€harness and Rabin (2002) and others
(e.g., Kritikos & Bolle, 2001). In these studiegyticipants chose among different allocations of
experimental points (to be converted to money).radss and Rabin’s findings suggest that people are
motivated to maximize the total payoffs for themssland others, and are less concerned with lack of
equality. Thus, in the interest of increasing sowigfare, participants even settle on options that
increase the difference in payoffs in favor of thieer. For example, their participants tended twoske
400 for oneself and 750 for the other over thearpgiving 400 to each. Moreover, in the interest of
choosing a higher award for the other, these ppaints were even willing to forgo some of their own
payoffs. Charness and Grosskopf (2001) concludgalging that “our results indicate a surprisingly
low propensity to prefer lower payoffs for otheopke. People generally choose to maximize the
material payoffs of others, even when these aratgrehan their own” (p. 302). In sum, these stadie
highlight the maximization of joint payoffs as aimaocial motive affecting preferences and, as such
they contrast with the studies that find inequaditaersion to be a powerful social motive.

We suggest that a clue for understanding the éifieconclusions in past research can be found
by investigating the differences between tipairadigms. Consider first the line of research
highlighting people’s concern with inequality. Thestudies elicit social preferences by asking the
participants to pass judgment predetermined allocations of monetary outcomes between themselve
and others; in particular, participants could méiuience the distributions (Loewenstein et al.,9)98



For example, Messick and Sentis (1985) asked plagticipants to imagine that they and another
student had worked as teaching assistants andpa@rdy a professor. They were asked to rank how
satisfied they would be with predetermined hypata¢tdistributions of payments. Similarly, Tricomi
et al. (2010) asked their participants to rate lapyealing they found money transfers made by the
experimenter to either themselves or another ppatit. We suggest that such experimental methods
elicit a passive mode of judgment which we tal agency.

Consider next the second line of research highhgheople’s preferences for options that
maximize joint payoffs. It is our impression thlag tpreference elicitation methods employed here
differ importantly from those employed in studié®wing inequality aversion. In particular, decision
makers in these studies are askedetermine their own and others’ outcomes, rather than jualge
predetermined allocation of outcomes. CharnesRatih (2002), for instance, presented their
participants with a series of binary choices ameagpus allocations of experimental points (to be
converted to monetary payoffs) to themselves awthan, anonymous participant. The participant’s
choice was final and dictated the outcomes for patties. Similarly, Kritikos and Bolle (2001) aske
students in class to choose outcomes for themsahaanother, unnamed classmate. Theskige
agency tasks in our terminology. In sum, studies showimggjuality aversion seem to involve decision
makers in low-agency decision making, whereas tdosementing the maximization of joint payoffs
tend to involve them in high-agency decision makWg suggest that agency plays a major role in
producing the discrepant results in these two stseaf research.

How might the level of agency create different abpreferences? While people are generally
self-interested, aiming to maximize their own pdgpothey are also motivated to avoid inequality and
seek the maximization of social welfare. In manyations, as demonstrated in the studies above, the
motivations to maximize total payoffs and to avimidquality conflict with one another. Thus the way
people resolve the conflict between these two matibws affects their social preference. We conjectu
that decision makers’ level of agency moderatesdlative strengths of their social motives, and
thereby influences their social preference.

Consider low-agency settings, where individualseargaged in the task of judging the
attractiveness of a distribution. In such settimgdividuals are prone to evaluate their outcomes b
comparing them with those attained by others (Rgsti 1954, Goethals & Darley, 1977; Suls, Martin,
& Wheeler, 2000, 2002). Moreover, individuals teadeact negatively when confronted with
unfavorable comparisons, since such comparisorit®inegative inferences about the self and lead to
devaluation of one’s own outcomes. Individualstates prone to avoid them (Bazerman et al. 1992;
Loewenstein et al., 1989; Messick & Sentis, 198Bural studies also show evidence for inequality-
aversive social preferences in low-agency deciseitings (Tricomi et al., 2010). In sum, the social
preferences of individuals engaged in low-agenskgare shaped by inequality aversion.

In contrast, high-agency decision makers constraesituation differently. Being active in
creating the outcomes for the self and the othewy &ire less likely to view comparisons that favor
others as reflecting poorly on themselves. Rathey; view the others’ outcomes as evidence of their
own effectiveness and generosity. They are thezdéms concerned with inequality considerations and
give more weight to prosocial, other-regarding megi including the maximization of total payoffs.
Consequently they find other-regarding options nadtective and behave more generously.

Overview of Sudies

We have suggested that the differences among shéis@btained in previous research
paradigms are rooted in the method they employede@asure social preferences (satisfaction ratimgs i
studies we define as low-agency, choice in thosdefi@e as high-agency). To test our hypothesis, ou
studies manipulated the method by which socialegpegices are measured. Specifically, we created the



“salary allocation paradigm,” where people’s sopi@ferences are elicited in two different methods.
With this new paradigm, which was used here indlsteidies, participants first perform a task for
which they earn a sum of money. They are then askedlicate their preference between two salary
options for an anonymous participant (who is nepoesent and would be recruited later) for
performing the same task. The salary options mtdacial motives — avoiding inequality and
maximizing total payoffs — against each other.rie condition, decision makers are asked to indicate
which of twopredetermined salary allocations to the anonymous participanil@/satisfy them more.
This condition, referred to as the low-agency ctadj uses the same elicitation method used in the
first research paradigm described above (e.g., eastein et al., 1989). In the second condition,
decision makers are askeddeter mine the salary for the other participant. This higleacy condition
follows the procedure used in the other researchdiogm (e.g., Charness and Rabin, 2002). Our
prediction was that decision makers in the highaageondition would express a greater preference
for the payoff-maximizing option, even though itisfavorable for them.

The salary allocation paradigm has several advastdgrst, it involves a real, effortful task for
which participants are remunerated. This simulegaklife settings in which individuals get paid fo
work. Our paradigm provides the participants witheaningful basis for comparing their own and the
other person’s salaries. Thus social motives -uttiolg seeking the common good and avoiding
inequality — should come into play. Second, theeeixpental task was carefully designed to create
distinct decision settings, while holding all otlaspects constant. This allows us to assess how
decision makers’ roles in the setting affect tipeaferences. Third, the procedure (conducted
individually in a private room) guarantees confitigiity and anonymity in order to eliminate concgrn
about one’s reputation or the possibility of reoiation.

Study 1

This study, as well as the following ones, usesstiary allocation paradigm. With this
paradigm, participants first perform a dummy tgskce estimation) for which they earn a fixed sum o
10 Israeli Shekels (1 IS equals $0.3). Then theyagked to indicate their preferences for the galar
that an anonymous participant would get for theestamk, either 10 IS or 20 IS. While a salary of 10
IS for the other would maintain equality, the highalary of 20 IS would maximize the total payoff.
The preference elicitation method is manipulatetbbsws. With one method (corresponding to low-
agency), participants are asked to indicate whichetwo salary options for the other participtray
would find more satisfying. With the other methadrfesponding to high-agency), they are asked to
choose one of the two salary options for the oplaeticipant.

We predicted that participants’ level of agencyhiea task would influence their preference.
Specifically, we predicted that their preferencetfe option awarding the other with a higher salar
would be greater in the high- than in the low-agetandition.

Method

A total of 51 undergraduate students at the Helwawersity of Jerusalem participated in the
study (35 women and 16 men, average age 23.6tumrfor payment. The experimental procedure
was conducted individually in a lab. Participantyevseated at a table in an individual cubicle and
given a complete set of research materials, allgwhem to pace themselves through the task without
the presence of an experimenter. First, they filletla short survey that required them to guess the
prices of each of 50 different kinds of groceri@sén of soda, a loaf of bread, etc.) at a locateyy
store. This pricing task took 5 to 7 minutes to ptate. Then the instructions informed the partiniga



that, while one goal of the study was to obtainrthece estimations, another goal was to findwhat
they thought about the payment for performing theimg task.

For this purpose, the participants were instrutbedraw an envelope from a basket containing
six brown envelopes to determine their exact payrwerthe task. Specifically, the instructions agke
them to look for a slip of paper in their envelopeich would randomly assign them to one of two
groups, A or B. Those assigned to Group A woulgdie 10 IS, whereas those assigned to Group B
would be paid either 10 or 20 IS. In fact, all #revelopes assigned participants to Group A, promisi
them 10 IS at the end of the experiment (whictpigrapriate for a task of this duration).

The participants’ random choice of an envelopealst@assigned them to either a low- or a
high-agency condition. Specifically, along with 8lg placing them in group A, participants found
further instructions and materials that differedading to their condition. Participants in the low
agency condition received a sealed white envelodeasere told that it contained a slip for the
payment to be paid to a matched participant in @i®dor completing theame pricing task. They
were told that the matched participant would beuiéed the following week, that they would never
meet him/her, and that their identity would notreeealed to him/her. Participants knew that the
payment slip for the other was for the amount tfexi 10 or 20 IS, but did not know the exact ampunt
as the envelope was sealed. They were then asked,

“In which of the following cases would you be maaisfied?

(i) If participant B were paid 10 IS for performitige same task.
(i) If participant B were paid 20 IS for perforngrthe same task.”

Participants were asked to circle the preferretbapt

Participants in the high-agency condition were alssigned to Group A and promised 10 IS for
completing the pricing task. However, they werentheked talecide on the salary to be paid to their
matched participant in Group B. Here, too, partais were told that the matched participant would
arrive at the lab the following week, and that ctetgconfidentiality would be maintained with regjar
to their identities. On the table in front of therare two large piles of payment slips for the anteurh
10 and 20 IS. Participants were asked to pick @yengnt slip, place it in an empty white envelopé an
seal the envelope, thereby determining the amauipé fpaid to participant B. Then, to equalize the
sequence of events in both conditions, participenet® also asked to indicate on a form the option
they had chosen (“I chose a 10 IS slip to be pajearticipant B for performing the same task” or “I
chose a 20 IS slip to be paid to participant Bperforming the same task.”)

At the end of this procedure, participants in bohditions were instructed to insert all the
experimental materials into the larger brown enpeland insert it into a closed cardboard box with a
narrow slit on top. The experimenter was not presethe room, and the participants’ decisions were
made privately. All the materials were unlabeled] the cardboard box remained closed at all times.
Thus the experimenter could not trace the individiegisions and analysis was possible only at the
group level. This careful procedure served to enthat strict confidentiality was maintained, rglin
out reciprocity and minimizing social desirability.

Results and Discussion

In the low-agency conditiom(= 24), 54.2% of the participants indicated thattiwould be
more satisfied to find out that their matched pgrtint would get a salary of 20 IS for performihg t
same task (rather than 10 IS, the salary they éeelwed themselves). In the high-agency condition (
= 27), 81.5% of the participants chose to giverth®tched participant 20 IS. The difference between



the responses of decision makers in the low- agl-agency conditions was significagt,= 4.4,p <
.05; the effect size in terms @fequaled 0.29.

These results show that agency does affect sa@tnences in decision making settings. All
participants considered the same set of choicesr(20 IS) for an anonymous person, but indicated
different preferences depending on their agencgition. Participants were more concerned with
social welfare (total payoff of 20 vs 30 IS) andd&oncerned with disadvantageous inequality
(difference of 10 IS in favor of the other) whetkex to determine the other participant’s salarytha
when asked to indicate their satisfaction withedetermined salary for her or him. Remarkably, a
great majority of participants in the high-agenoydition chose the maximizing option, giving the
other participant a higher salary than the one thegnselves had received.

Earlier we theorized that in high-agency settingsision makers are motivated to seek socially
desirable outcomes. If this explanation is corréetn it should lead to an even stronger prediction
whereby high-agency participants should show peefez for the unfavorable maximizing option, even
at some nominal (financial) cost to themselvessfnediction is tested in the next study.

Study 2

In Study 2 we tested a more rigorous version ofiymothesis. If participants are truly
motivated to seek maximization, then they shoulkehdve willing to incur some nominal loss for the
sake of benefiting the other. In particular, weddsvhether participants would be willing to give a
fraction of their own payoff (i.e., earn 10 instezdlL1 IS) in order to double the payoff for a nied
participant (i.e., from 10 to 20 IS), thereby chegtan unfavorable comparison for themselves. We
predicted that high-agency participants would vibis small sacrifice more positively than low-
agency participants.

Method

A total of 76 Hebrew University undergraduate studgarticipated in this study (38 women
and 38 men; average age 23.4). As in Study 1 aaligipants first performed the price-estimatioskta
Then they drew a brown envelope at random to futdadnich of two groups, A or B, they were
assigned to. They were told that the exact payrfioerach group (A or B) would be described to them
shortly. Unbeknownst to them, all the participamntse assigned to group A.

Half of the participants found two white envelopeshe brown one, as well as instructions that
placed them in the low-agency condition. They wete that the envelope labeled ‘A’ contained their
own payment, either 10 or 11 IS in cash; the otheekpe, labeled ‘B’, contained the amount to be
paid to theimatched participant from Group B for performing the saraskt, either 10 or 20 IS in cash.
These two envelopes were sealed, so the partisigantd not know the exact amounts they contained.
The instructions further stated that the amountlénenvelopes were linked according to the foltayvi
rule: if A receives 10 IS, then B receives 20 A receives 11 IS, then B receives 10 IS. Before
opening the envelope containing their own paymeatjcipants were asked:

“In which of the following cases would you be maaisfied:

(i) If I were paid 10 IS and patrticipant B werega@0 IS for performing the same task.
(i) If 1 were paid 11 IS and participant B wereighd O IS for performing the same task.”

The participants were instructed to circle theafprred option and then open envelope A and
collect their pay.



The other half of the participants found instruetion the brown envelope that placed them in
the high-agency condition, as wellta® pairs of white envelopes. Each pair of envelopes inalude
one labeled ‘A’ and one labeled ‘B’, sealed angbletd together. The participants were told that they
would receive the amount in one of the A envelapa$their matched participant would receive the
amount in the attached B envelope. The amount ofeyncontained in each envelope was clearly
written on it. For one pair of stapled envelopls,amounts on the A and B envelopes were 10 and 20
IS, respectively. For the second pair, the amowetg 11 and 10 IS. Participants weretioose one
pair, thereby determining the payment for themselvekthea other participant. That is, they would
collect their pay from the A envelope, knowing thair matched participant would receive the amount
in the attached B envelope. Then, to equalize ¢lqaence of events in both conditions, participants
were also asked to indicate on a form the optiey thad chosen (“I chose the option that pays me 10
IS and participant B 20 IS for performing the saask” or “I chose the option that pays me 11 IS and
participant B 10 IS for performing the same task.”)

Finally, participants in both conditions were askedhsert the forms and the envelopes into the
sealed box to ensure the confidentiality of thegponses. As in Study 1, the experimenter was not
present in the room, so that the assignment gbainecipants to the conditions, the participants’
decisions, and the collection of their paymentsansdl made in private. We made every effort to
ensure the complete confidentiality and anonymitgur participants, and to bring this anonymity to
their attention.

Results and Discussion

In the low-agency conditiom(= 36), 41.7% of the participants reported thay theuld be
more satisfied with the maximizing 10-20 option ($Xo oneself, 20 IS to the matched participant)
than the nearly equal 11-10 option. In the highragecondition § = 40), 65.0% of participants chose
the 10-20 maximizing option. The difference betwtentwo conditions was significanf,= 4.15,p <
.05; the effect size in terms @fequaled 0.23. The difference between the low-hagkd-agency
conditions (23%) was similar to that obtained ind§t1 (27%). As predicted, however, the overall
preference for the maximizing option (10-20) wasédoin this study (53.9%) than in the previous one
(68.6%), apparently since this option now involeedominal cost.

The present results thus support the strongergirediof our hypothesis. The high-agency
participants found the maximization of joint payofhore attractive than did the low-agency
participants. Notably, the high-agency participamése so motivated to seek higher joint payoffsafto
of 30 vs 21 IS) that they sacrificed a fractiorttedir own payment for it (reducing it from 11 to [5).
Admittedly, they gave up only a minute amount ofne yet this finding is significant in that high-
agency participants chose to exacerbate ratheratt@nuate the inequality in favor of the othereTh
low-agency participants, in contrast, appearecetmbre concerned with reducing inequality, and thus
they found the maximizing option less attractive.

Study 3

In Studies 1 and 2, the choice of a higher payamfttie other also resulted in a higher joint
payoff. Thus our findings could be given eithetwb interpretations. According to our interpretatio
so far, the agency factor influences participantstivation to seeknaximization of the total payoffs
per se. According to a broader interpretation, h@rethe agency factor might induce a more general
motivation to benefit others. Study 3 was desigimeidvestigate these possible interpretations.

Participants were presented with two symmetriaithistions of salary payments, one self-
regarding (11 and 10 IS, for self and other respelgh and one other-regarding (10 and 11 IS, &if s



and other). The joint payoff for self and othebwoth options was fixed (21 1S), so that increasirgg
other’s payoff was at the expense of one’s own.htagency enhance the rate of other-regarding
behaviors in this case? If agency is specificatigreected with maximization, then we should not find
an agency effect. However, if agency affects pésgleneral tendency to care about the welfare of
others, then we should observe such an effect teiprevious studies. In particular, high-agency
participants should find the option of assigning tither a higher salary more attractive than the lo
agency participants.

Method

Sixty-one Hebrew University undergraduates parditgd in the study (42 women and 19 men;
average age 23.9). As in Study 1 and 2, all paditis first engaged in the price-estimation tasleyT
were then told that their exact payment for th& tasuld be based on a random draw of a brown
envelope that would assign them to group A or Bbékmownst to them, they were all assigned to
group A.

In this study, all participants found two white lebenvelopes and instructions for their
condition in the brown envelope. Low-agency papacits were told that the envelope labeled ‘A’
contained their own payment in cash, while the Epeslabeled ‘B’ contained the amount to be paid to
their matched participant from Group B for perfangnthe same task. The instructions further stated
that the participants’ salaries were linked: “Ifdceives 10 IS, then B receives 11 IS. If A receivg
IS, then B receives 10 IS.” Before opening the @pewith their own payment, the participants were
asked to indicate in which of two cases they wdoddnore satisfied:

“(i) I would be more satisfied if | were paid 10 #8d participant B were paid 11 IS for

performing the same task.

(i)  would be more satisfied if | were paid 11 48d participant B were paid 10 IS for
performing the same task.”

Upon circling one of the two options, participaofened envelope A and collected their pay.
The high-agency participants also found a pair loitevenvelopes and instructions in the brown
envelope. In this condition, however, the amournnohey contained in each envelope was indicated
on it (either 10 or 11 IS). Participants werehoose one envelope and collect its contents. They were
told that the remaining envelope would go to theécmed participant. Thus, choosing to keep 10 IS
would leave 11 IS for the matched participant, gicd versa. Participants were then asked to inglicat
the option they had chosen on a form. As in theipus studies, the anonymity and privacy of the
participants were carefully preserved throughoatgiocedure.

Results and Discussion

In the low-agency conditiom(= 31), 6.5% of the participants indicated thaythveuld be
more satisfied to find out that they had been &tbthe option that awarded the matched participant
higher outcome (i.e., 11 IS for the other and 1@lShe self, rather than vice versa). In the high
agency conditionn(= 30),26.7% of the participants chose to get 10 IS theneseand give their
matched participant 11 IS. The difference in thepomse rates between the low- and high-agency
conditions was significanj’ = 4.6,p < .05,9 = 0.27.

On average, across conditions, participants fobnadther-regarding option far less attractive
in Study 3 (16.4%) than in Study 2 (53.9%). Thiswabe expected, since in Study 2 (as well asyStud
1) the other-regarding option enabled participémiscrease the total payoff; in Study 3, howetee,
total payoff was fixed with either option, makirtgetother-regarding option less attractive overall.

8



Nevertheless, an agency effect was obtained (20Pajout the same size as in Studies 1 and 2 (27%
and 23%, respectively). It thus seems that thepnegation of our previous findings should be dligh
modified to incorporate the agency effect foun&indy 3. Rather than suggesting that agency
influences an individual’s motivation to seek maalnoint payoffs, it may be more appropriate to
suggest that agency influences an individual's watiton to promote the welfare of others. This
broader prosocial motivation also accounts forfitn@ings of Studies 1 and 2, since choosing the
other-regarding option also maximizes the jointqfay

General Discussion

A story by Nobelist Amartya Sen (1977, p. 328) diéss two boys who find two apples, one
large, one small. Boy A immediately picks the largpple. B is upset and remarks that this is gyossl
unfair. “Why?” asks A. “Which one would you haveosien, if you were to choose rather than me?”
“The smaller one, of course,” B replies. A is nowrnphant: “Then what are you complaining about?
That’s the one you've got!” Boy B’s agency in thedtsng mattered to him a great deal. He resented an
unfavorable allocation imposed on him, althoughédtiehe would have created the very same
allocation had he been asked to propose one.

The gist of this story is that individuals’ prefaces may differ as a function of their role in
determining the outcome. This idea is in line wiite main finding of our research. The results of ou
studies document the dramatic impact of agencyooiakpreferences. Our salary-allocation paradigm
presented participants with two options for sakat@ebe paid to them and another, anonymous
participant. In Studies 1 and 2, one option resulteroughly equal outcomes for oneself and themth
while the second assigned a higher (more genesale)y to the matched participant. We compared
two conditions. In the high-agency condition, papants assigned the salaries, while in the low-
agency condition they indicated their satisfactiotin predetermined salaries. Stutdghowed that
agency increases participants’ tendency to chdwseibre generous option; in Stuzlyagency also
increased generosity, even though it came at alcoStudy 3, the sum of the salaries for onesalf a
the other was fixed, so that assigning a highergab the other didot increase the total payoff (like
the apples in Sen’s story). Nevertheless, agenkgrered generosity at one’s own expense in thig/stud
as well. These results reflect participants’ sopraferences and cannot be readily attributede th
expectation of reciprocation, reputation formatovrio social desirability, since complete
confidentiality and anonymity were maintained thgbaut the studies.

The different preferences participants expressuiosle and high-agency conditions are
consistent with our theoretical framework whereggrecy affects decision makers’ weighting of two
potentially conflicting social motives. The firstotive is the tendency to avoid inequality, where th
self serves as a salient reference. The secondaeristthe other-regarding, prosocial tendency te ca
about outcomes received by others (and, in paaicalaximizing the total payoff). We hypothesized
that concern with inequality figures prominenthyiinv-agency settings, whereas concern with the
welfare of others is prominent in high-agency sgti Our results seem to reflect such a differentia
weighting of motives.

Our theory and findings could be used to bridgegdye between the two types of research on
social preference, one highlighting inequality @w&m, and the other maximization of the total payof
The salary paradigm combines the different methusesl separately in these two types and validates
the gap in social preference resulting from thé&edént preference-elicitation methods. Our low-agen
condition elicited decision makers’ judgments oa #lttractiveness of preset outcome distributions.
Studies using such an elicitation paradigm haveichented participants’ negative reactions to
disadvantageous comparisons (e.g., Loewenstein é089; Tricomi et al., 2010). In contrast, our
high-agency condition elicited preferences by aglarticipants to dictate outcomes for themselves



and another participant. Studies using such artatlmn paradigm have found that participants cleoos
options that maximize the general welfare overéhbsat minimize inequality (e.g., Charness & Rabin,
2002). The earlier findings can thus be reintegatetccording to our agency hypothesis. Our findings
show that, rather than being merely technical dikgnction between the high- and low-agency
methods captures profound differences in parti¢gigosychological experiences.

Agency and Related Concepts

The idea that agency is a fundamental psycholofacadbr has been noted by different
theorists. Cognitive psychologists have pointedtbat “The feeling that we are agents, intentignall
making things happen by our own actions, is foundat to our understanding of ourselves as
humans” (Metcalfe & Greene, 2007, p. 184, see 8dmanz, 2007; Wegner, Sparrow, & Winerman,
2004). According to Bandura (1986, 2006), humansestor agency; rather than be in the position of
“passive onlookers,” they seek to act upon theysptal and social environment and change their life
circumstances to further their personal goals.

Other research paradigms have documented the biahefiental and physical influence of
agency or control over one’s own outcomes. Accaydinself-determination theory, people are more
satisfied when they are autonomous and can choesly {Deci & Ryan, 1985; Ryan & Deci, 2000),
whereas the absence of such capacity to contréd engironment was found to induce unpleasant
feelings and has even been associated with clidealession (Seligman, 1975). In studies conducted
in nursing homes for the elderly, residents whoeagtven control over routine choices reported highe
rates of well-being and even lived longer thandesis who were not given control over the same set
of choices (Langer & Rodin, 1976; Rodin & Langed7/7).

The notion of agency in the cognitive literaturtere mostly to a person’s control over the
outcomes of his actions in amdividual setting; we extend this notion $ocial decision settings. We
theorize that in social settings, a decision makeontrol over the outcomes for herself and others
could change her interpretation of the situatioth @antcomes and, consequently, her preferences
(Weber, Kopelman, & Messick, 2004). A low-agencgid®n maker might regard an inferior outcome
as insulting, perhaps signaling lower social statthgereas a high-agency decision maker might view
the same outcome as reflecting her effectiveness and gesitgrd his novel use of the concept of
agency seems to provide a potent theory of decrsi@kers’ behavior in our studies as well as in
previous studies on social preference, as descabede.

The notion of agency, as we envision it in socglisgs, is theoretically related to the concept
of power — the possibility of influencing otherss-conceived in recent studies of power in social
decision making (Handgraaf, Van Dijk, Vermunt, Vé]i& De Dreu, 2008yan Dijk &Vermunt,

2000). These studies manipulated power within trdext of the ultimatum bargaining game. They
found that decision makers who had complete, dicidte power over the allocation of outcomes for
the self and other made more generous allocati@rsthose who had only partial power over the
allocation. Thus agency and power seem to haveasimfluences on social decision making.

Despite this apparent similarity between these epts; there are some profound differences in
the way they have been operationalized. Importatitl lowpower condition in the studies by
Handgraaf et al. (2008) involved participants ie task of allocating resources in an ultimatum game
(Van Dijk &Vermunt, 2000), thereby triggering strategic #img and interpersonal considerations such
as reciprocity, revenge, and fear. In contrast|datheagency condition in our studies involved
participants in the passive task of rating givdacations (also Loewenstein et al., 1989; Messick &
Sentis, 1985; Tricomi et al., 2010). Thus our loge@acy task measured pure social preferences and did
not involve any strategic concerns. In this respet effects of agency and power do not appebe to
synonymous.
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Agency and Prosocial Behavior

We have suggested that individuals who determineomes for others behave as if they derive
positive utility from these outcomes. This ideaagsinected with the notion of a “warm glow” —
namely, people’s internal reward from giving toeth(Andreoni, 1990). The psychological literature
on helping (e.g., Cialdini et al., 1987) similagyggests that agents derive satisfaction from impego
the position of a person in need, particularly wtteey know that they, rather than other peopleghav
brought about the change (but see Batson, 198@)ektingly, Dunn, Aknin and Norton (2008) have
shown that spending money on others promotes nappihess than spending an equivalent sum of
money on oneselRecent neuroscience studies have provided furghevant data on this issue (Fehr
& Camerer, 2007). In particular, Harbaugh, Mayid &urghart (2007) found that brain areas linked to
the processing of rewards are aroused more whesialeeakers make a voluntary donation than
when the donation is imposed on them. Taken togetirese findings are consistent with the
hypothesis that high-agency decision makers gairesadtility from giving to others.

Further, the insights of our theoretical framewaith respect to high-agency decision making
apply also to other paradigms, including the welbwn dictator game. In Kahneman, Knetsch, and
Thaler’s (1986) original study, participants inaage class were asked to split $20 between thepselv
and another, anonymous participant in the classci8gally, they had to choose between two possible
distributions, either $10 for oneself and $10 for obther, or $18 for oneself and $2 for the otlibe
recipient could not contest the dictated allocatidivast majority of the participants in Kahneman e
al.’s study opted for the 10-10 option. This resultprised many, and initiated a large body of
research, since participants had no strategic nsasochoose the costly altruistic option (Camerer,
2003).

In our terms, dictators are high-agency decisiokarsa Thus their tendency to choose the
other-regarding option over the selfish one is@¢ekpected. However, the choice of the 10-10 split
could have been motivated by inequality aversiowels (Fehr & Schmidt, 1999). Further testing is
needed to tease apart these possible interpretaifdhe dictators’ behavior. Ideally, one would
compare the standard (high-agency) dictator tattk an appropriate low-agency analog. Yet some
evidence supporting the idea that dictators’ cheingolve prosocial motives can already be gleaned
from the data reported by Andreoni and Miller (2D0& their variant of the dictator task, partiaips
had to dictate the value of a token (0 to 10 ceotsyarious allocations of tokens to themselves am
anonymous participant. The participants thus affelst determined the payment for both parties. The
participants’ valuations were high (nearly 9 oufil6fcents, on average), even when the allocation of
the tokens was extremely skewed in favor of theiofa.g., 10 to oneself and 130 to the other). Thus
the resulting monetary distributions were lopsidetavor of the other participant. The dictators
showed generosity, rather than inequality aversasrshown by the fact that they did not assign low
values to the tokens. These findings seem to stippotidea that dictators, being high-agency denisi
makers, seek other-regarding options.

Dana, Cain, and Dawes (2006) offer yet anotherpeets/e on dictators’ behavior. They argue
that dictators’ preferences depend on what thege&xhe other person to know about their role in
determining the outcomes. Indeed, Dana et al. fabaddictators behave more generously when they
know they are fulfilling another player’s expectatiabout their own actions, compared with a setting
in which the other is assumed not to have any @&pens. Dana et al.’s research, together with our
own, highlights the importance of studying the efffeof situational characteristics on decision msike
psychological payoffs and preferences.
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Limitations and Future Directions

While agency appears to be a powerful determinbsbaal preferences, its influence could be
mitigated in several ways. Situational factors rdeye decision makers’ behavior to either floor or
ceiling levels, thus reducing the agency effecpadrticular, when the cost of generosity is higrere
high-agency decision makers may shun other-regauations, thereby eliminating the behavioral
difference between them and low-agency decisionemsaldlternatively, in settings where there exist
strong procedural justifications for other peogldnaive an advantage (e.g., due to their greatert eff
ability), low-agency decision makers may be lesgprto experience inequality aversion, and thus
express similar preferences to those of high-agdecision makers.

In a different vein, agency could interact withi@éncy, that is, the extent to which an option
maximizes the total payoffs for oneself and theentur studies show that high-agency participants
are attracted to the option that maximizes thd frgoffs for oneself and the other. Is efficieracy
necessary condition for the effect of agency? Ud$8 the effect of agency was obtained, althobgh t
other-regarding option did not maximize the paydtsygesting that efficiency was not necessary for
the effect to occur. However, the overall rate mfSocial behavior was much lower in Study 3 than in
Studies 1-2. We speculate that in certain settiogsh as when the costs are high or when equality
considerations are especially prominent, agencyhingeract with efficiency such that, in the absen
of efficiency, agency would have weak or no eff@tiprosocial behavior. Future research should
delineate further the role of efficiency in pronmgtiprosocial behavior and in producing the agency
effect.

We note also that individual differences in soointation (Van Lange, Otten, De Bruin, &
Joireman, 1997) could moderate the effects of agdfar example, “prosocials” (who tend to seek the
maximization of joint outcomes) might behave diéfietly than “competitors” (who are more concerned
with relative outcomes) when presented with higid Bw-agency manipulations. The interaction
between types of social orientation and agencyngsttemains to be tested.

Finally, our participants knew how much controlytiead over the outcomes. In other settings,
however, decision makers may not know this. In sarabiguous settings, individuals’ subjective
perceptions of their level of control over the autes could be related to their character traitsh s1$
locus of control (Lefcourt, 1976; Rotter, 1990).ilBing on our previous theoretical framework, we
speculate that individuals who tend to attributecomes to their own actions should show more
generosity towards others. Those who are pronéte their actions as having little effect should, i
contrast, be more tuned to social comparison; beiog sensitive to inequality aversion, they should
be less attracted to other-regarding options. Eutesearch should investigate how individual
differences in perceptions of locus of control migfiect social preference.

Final Remarks on the Construction of Social Preference

Our framework and findings imply that social prefeces change as one’s level of agency
changes. Which of the two types of social prefeesrelow or high agency — taps a person’s true
preference? In our view, both levels of agency me@enuine valuations of outcomes. Indeed a
dominant tradition in the psychological study adiindual decision making suggests that preferences
are generally constructed (Ariely & Norton, 200&Hhtenstein & Slovic, 2006; Slovic, 1995).

According to this view, people do not consult haided preferences as they make choices, but instead
they construct their preferences “on the fly” degiag on the elicitation method and other situationa
factors. We suggest that social preferences avecalsstructed and that agency is an important
determinant of the construction process.
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