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Abstract

In an online experiment, financial advisors (N =251) completed a hypothetical but realistic
decision-making problem concerning pension fund investment on behalf of themselves or a
client. Advisors who made decisions on behalf of their clients (vs. themselves) were more risk
averse (only in the gain frame, with no effect in the loss frame). Moreover, advisors who decided
for their clients processed information less intuitively and slightly more analytically. The change
in intuitive processing drove the effect of social distance on risk-aversion in the gain frame. The
current study extends previous research by providing further insight into the information-
processing mechanisms, while also showing that self-other differences may be particularly
salient among professional decision-makers who regularly make decisions on behalf of others.

Keywords: social distance, intuition, risk and uncertainty, organizational decision

making, risk-as-feelings
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Clients rely on financial advisors (agents) to make recommendations and decisions about
their investments and financial well-being. Although financial advisors’ risk preferences are
expected to be stable and align with the interest of others (Eisenhardt, 1989; Schildberg-Horisch,
2018), advisors may also have their own interests, such as earning commissions or fees, which
can create a misalignment with the clients’ best interests.

In 2009, the Authorization Scheme for Savings and Investment in Norway (AFR;

https://www.finaut.no/english/) introduced a certification program to ensure that financial
advisors offer well-informed recommendations tailored to clients’ needs. This initiative
essentially introduced a mechanism to align advisors’ incentives with the best interests of their
clients, helping to mitigate agency costs and potential conflicts of interest.

This context offers a compelling setting to explore self-other differences in risky
decision-making. Although self-other differences in risky decision-making are well-documented
(for a comprehensive review and meta-analysis, see Polman & Wu, 2020), very few studies have
examined such differences among professional decision-makers who regularly decide for others.

The current study examines how financial advisors at a large trade union in Norway make
decisions involving risk when deciding on behalf of their clients (vs. themselves). The study also
tests the hypothesis that decisions for others versus oneself rely on distinct information-
processing mechanisms; risk-as-feelings and risk-as-analysis (Slovic et al., 2004; Slovic &
Peters, 2006). Overall, the results indicate that financial advisors who were instructed to decide
for their clients exhibited greater risk-aversion and reported lower reliance on gut feelings while
making their choices.

The current study adds to an on-going debate about when and how risky decisions for

others diverge from decisions made for oneself. Rather than relying on general samples
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consisting of non-professional decision-makers and low-stake decisions, this study presents an
experiment with financial advisors who responded to a realistic decision-making problem that
was specifically designed to mirror their daily professional tasks. Moreover, despite extensive
theorizing about the information-processing mechanisms underlying self-other differences in
risky decision-making, few studies, if any, have directly tested in-situ intuitive and analytical
processing as proposed by dual-process models of risky decision-making.

Self-Other Differences in Risky Decision-Making

Self-other differences in decisions involving risk are well-documented. Some
organizations, such as the American Medical Association (2023), have even designed regulations
against decision-making for oneself and socially close others. According to the risk-as-feelings
hypothesis (Loewenstein et al., 2001), decisions for oneself compared to those made for others
are more emotionally intense. Consequently, emotional factors, such as the prospect of gains and
losses, that influence risk-taking should have a weaker impact when decisions are made for
distant others.

However, findings are mixed, with studies showing either greater or lower risk-seeking
for others (for a comprehensive review and meta-analysis, see Polman & Wu, 2020). This has
spurred an ongoing debate about when and how decisions for others versus oneself impacts risk-
taking.

According to the social-value hypothesis (Stone & Allgaier, 2008), in high-stake
situations, individuals prefer a cautious and risk averse approach when deciding for others. This
includes domains like health (Garcia-Retamero & Galesic, 2012), safety (Stone et al., 2013), and
personal finances (Fiillbrunn & Luhan, 2015). This hypothesis has received much support in the

literature (Fareri et al., 2022; Fernandez-Duque & Wifall, 2007; Garcia-Retamero & Galesic,
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2012; Stone et al., 2013; Zhang et al., 2019; Zikmund-Fisher et al., 2006). While there is some
evidence that framing might moderate the effect of social distance on risk-taking (e.g., Zhang et
al., 2017), increases in risk aversion when deciding for others (vs. the self) seem to be consistent
across gain and loss frames in experiments that use high-stake scenario-based problems (Zhang
etal., 2019).

Unlike low-stake situations, high-stake scenarios can lead decision-makers to prioritize
risk aversion due to a sense of responsibility and accountability (e.g., Lu et al., 2018). However,
the specific information-processing mechanisms, from a dual-process theoretical lens, remain
relatively underexplored.

The Information-Processing Mechanisms

Researchers have proposed that self-other differences in risky decision-making are driven
by changes in information processing and emotional arousal (e.g., Sun et al., 2017). Most
commonly, researchers have used the risk-as-feelings and risk-as-analysis hypothesis (Slovic et
al., 2004; Slovic & Peters, 2006), suggesting that decisions for others are more analytical
whereas decisions for oneself are more emotional and intuitive.

Indeed, studies show that social distance attenuates and even eliminates well-known
biases like loss aversion (e.g., Andersson et al., 2014; Polman, 2012; Raue et al., 2015; Sun et
al., 2017, 2018, 2021; Zhang et al., 2017)—biases that are believed to reflect intuitive responses.

Zhang and colleagues (2016, 2017) have demonstrated that in high-stake decision-
making decisions, smaller social distance increases risk-seeking and that the effect is stronger
among participants who use their “gut feelings” compared to those who deliberate. Fernandez-
Duque and Wifall (2007) found that both a reduction in social distance and a preference for

intuitive reasoning predicted greater risk-seeking. Zhang et al. (2019) provided indirect evidence
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into the information-processing mechanisms by showing that that participants’ subjective
emotional feelings associated with the outcomes mediated the effect of social distance on risk-
aversion.

Moreover, information-processing mechanisms might differ in low-stake decisions
compared to high-stake decisions. For instance, Barrafrem and Hausfeld (2021) used a lottery
task and found that participants in the “self” condition spent more time on the task, had more
fixations, and attended to more pieces of information. However, the results reported by
Barrafrem and Hausfel (2020) might be explained by the fact that the study used a lottery task
rather than a high-stakes scenario. It is also noteworthy that the authors found no difference in
risk-taking.

Taken together, while studies have provided important insight into how individuals
process information when deciding for others (vs. the self), few studies, if any, have directly
examined intuitive and analytical processing as two independent and simultaneous mechanisms,
as in dual-process models. This is understandable given that studies commonly examine intuition
and analysis by measuring individuals’ general preference for each style or by means of
manipulation (e.g., instructing participants to base their decision on intuition or analysis). These
dominant paradigms have constrained researchers from exploring how factors such as decision-
making for oneself or others impact information processing in a given situation. This study uses
a measure of in-situ information processing to provide direct evidence of the risk-as-feelings and
risk-as-analysis mechanisms.

Overall, the current study tests the following preregistered key hypothesis:

Social distance will reduce risk-taking through a) a decrease in intuitive processing b) an

increase in analytical processing, and c) a decrease in emotional arousal.
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The preregistration also included a hypothesis concerning moderation by frame, where it
was hypothesized that framing (gain vs. loss) moderates the effect of social distance on risk-
taking. Although not of key interest here, for transparency, the results based on this hypothesis
are also reported.

Transparency Statement

Data, code, and materials are available at https://osf.io/x96¢cd. The study was

preregistered before data collection (https://osf.io/tr6pd). All manipulations and measures

collected are reported. None of the participants were excluded. Data was not analyzed until data
collection was complete. All analyses were carried out in Rstudio 1.4.1106 (RStudio Team,
2022). The experimental protocol was in accordance with local guidelines and did not require
ethical approval. The study was strictly anonymous and designed in accordance with privacy
regulations. All participants were required to provide their informed consent.

Method
Sample

Participants were financial advisors working for a large trade union in Norway.
Participants were recruited with the help of a group of Executive Master of Science students,
supervised by the author of this study. The human resource department within the trade union
sent out study invitations on behalf of the author of this study.

311 participants clicked the link to the online experiment. Of these, 251 responded to at
least one of the key dependent variables, namely, risk-seeking. Of these, 38 participants did not
complete the experiment. Consequently, the sample size included in some of the statistical tests
varies. Most were in the age ranges of 40-49 and 50-59 and most identified as female (120; Nmate

= 91, Nother = 3)
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The sample size was based on resource constraints (Lakens, 2022). Following
recommendations by Lakens (2022), I conducted a sensitivity analysis to calculate the smallest
effect that the current study was able to detect. The sensitivity analysis was performed using the
pwr R package (Champely et al., 2020). This study had 80% power (with a = 5%, two-tailed) to
detect an effect size of d = 0.25 in an independent sample #-test. The present study should be
adequately powered to detect typical effects in the literature on self-other differences in risky
decision-making. Polman and Wu (2020) found meta-analytic effect sizes ranging from d = -0.78
to d = -0.66 in studies using decision problems similar to the one used in the current study (i.e.,
scenarios that carry social risk).

In addition to the experiment reported here, the supplementary file reports on the results
of two additional experiments (S1 and S2) testing the same hypotheses. The data for these two
studies were also collected with the help of Executive students, as part of their thesis (datasets
for the supplementary studies are shared on the OSF page). These experiments were also
included in the same preregistration. However, they were removed from the primary text due to
significant methodological limitations.

In S1 and S2, participants received a problem involving job layoffs and were instructed to
choose between a safe or risky option as either a manager of their own organization or to advise
a colleague at a different organization. In both experiments, participants assumed the role of a
manager in both self and other conditions, blurring the distinction between decision-making for
oneself versus for others. This lack of differentiation in the manipulation and the high level of
social distance in both conditions likely contributed to the observed absence of significant

differences in the outcome variables.
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Nevertheless, a mixed effects model combining the studies, with “study” as a random
intercept, revealed the same results as those reported here.
Procedure

The experiment used a 2 (self vs. client) x 2 (gain frame vs. loss frame) mixed design,
with self vs. other as the between-subject factor and frame as the within-subject factor. 132
participants were assigned to the “self” condition and 119 participants to the “client” condition.
After completing the decision problem, participants indicated the extent to which they processed
information intuitively and analytically, their level of emotional arousal during the problem, and
their perceived distance from the problem. Finally, participants provided demographic
information.
Risky Decision-Making Problem

Participants completed a risky choice problem modeled on the classic Disease Problem
(Kahneman & Tversky, 1979) in which they had to choose between a safe and a risky option.
Participants received the problem in both gain and loss frames, in randomized order. Participants
first selected one of the two options (0 = Safe option, 1 = Risky option) and then indicated their
preference for the risky option over the safe option (1 = Strongly prefer Plan A, 5 = Neutral, 9 =
Strongly prefer Plan B).

The scenario in the decision-making problem was tailored to reflect participants’ day-to-
day work, to enhance realism and external validity (Aguinis & Bradley, 2014). The decision
problem is shown below (only the gain frame is shown here), translated from Norwegian. The

“other” condition is indicated in bold.
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You want to [your new customer wants to] save NOK 500,000 over 10 years to have

extra funds for retirement. You will now be shown two different sets of choices, where

you will choose one fund from each set, based on the information provided.

[Next page]

Which fund will you choose? [Which fund would you advise your client to choose?]

A: The expected gain at the time of withdrawal is NOK 240,000.

B: There is a 1/3 probability of a gain of NOK 720,000 but a 2/3 probability of no gain.
Measures
Information Processing

After completing the decision-making task, participants indicated the extent to which
they processed information intuitively (three items) and analytically (five items) during the task.
I adapted these items from an information processing scale developed by Bakken et al. (Bakken
et al., in preparation, forthcoming; Bakken & Haerem, 2020). The items are based on
conceptualizations and operationalizations in previous studies (Sinclair et al., 2010; Sinclair &
Ashkanasy, 2005). Both scales demonstrated good reliability (Gintitive = 0.87; Olanalytical = 0.76).

The intuitive scale included the following items: “I made the decision because it felt right
to me”, “I based the decision on my inner feelings and reactions”, and “It was more important for
me to feel that the decision was right than to have rational reasons for it”.

The analytical scale included the following items: “I considered all alternatives
carefully,”, “When making decisions, I considered both options”, “I evaluated systematically all
key uncertainties”, “I analyzed all available information in detail,” and “I considered all

consequences for my decision”.
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Arousal and Valence

I used the self-assessment manikin (Bradley & Lang, 1994) to measure arousal (1 =
Calm, 9 = Aroused/Activated) and valence (1 = Unhappy, 9 = Happy). Specifically, participants
indicated how aroused and positive they felt while making their choices.

Manipulation Check

I also examined whether the social distance manipulation increased perceived distance
from the decision-making scenario. Participants answered the following item: “How near or far
did you feel from the decision-making scenario?” (1 = Very close, 9 = Very far). The
manipulation check was adopted from a study by Sun et al. (2017).

Perceived distance did not differ between the socially near (M = 5.19) and distant
conditions (M = 5.42), t(213) =-0.75, p = .452 (two-tailed), d = 0.10, 95% CI =-0.16, 0.37, BF 1o
=0.19). Bayes factor indicated strong evidence for the null. It is not clear why the groups did not
differ in perceived distance. This might be because the item did not specify social distance, as in
Sun et al.’s study (2017), but instead asked how distant they felt from the scenario. Given that
the participants in this experiment are highly familiar with such scenarios, it does not seem
surprising that they reported similar levels of perceived distance from the scenario itself.
Demographics

Participants indicated their age (1 = < 20, 2 = 20-29, 3 = 30-39, 4 =40-49, 5=50-59, 6 =
60-69, 7=>70) and gender (0 = Male, 1 = Female, 2 = Other/prefer not to say).

Analytical Approach

Independent samples z-test was used to examine the impact of social distance on the

dependent variable (risk) and the proposed mediators (intuitive processing, analytical processing,

and arousal). ANOVA was used to test the interaction between social distance and frame.
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Haye’s PROCESS macro for R (Hayes, 2017) was used to test the indirect effects. Each
mediation analysis was performed with 1,000 simulations. A mediating effect was deemed
significant if the confidence interval did not include zero.

Null findings were followed up with Bayesian analysis to quantify evidence in support of
the alternative hypothesis relative to the null hypothesis (BF10), using the BayesFactor package
in R. I followed Lee and Wagenmaker’s classification scheme for the interpretation of Bayes
Factors (Quintana & Williams, 2018). Bayes factor (BF10) > 1 implies evidence for the
alternative over the null hypothesis: 1-3 (anecdotal), 3-10 (moderate), 10-30 (strong), 30-100
(very strong), >100 (extreme) for the alternative hypothesis. Conversely, <I implies evidence for
the null hypothesis: 1-0.33 (anecdotal), 0.33-0.1 (moderate), 0.1-0.03 (strong), 0.03-0.01 (very
strong), <0.01 (extreme).

Results

Main effects are summarized in Table 1. Significant main effects are plotted in Figures 1
and 2. Figure 3 shows the indirect effect of social distance on risk-seeking.
Table 1

Comparison of key variables between the “self” and “client” groups

Statistic df p d 95% CI BF1o
Choice-G  3.67 213.00 <0.001 -0.45 -0.70, -0.20 52.94
Prefer-G 2.82 24342 0.005 -0.35 -0.60, -0.10 5.25
Choice-L 1.07 238.80 0.288  -0.14 -0.39,0.12 0.24
Prefer-L 0.61 23735 0.542  -0.08 -0.33,0.17 0.17
Intuitive 3.62 198.20 <.001  -0.50 -0.77,-0.23 69.37
Analytical  -1.93 214.00 .055 0.26 0.00, 0.53 0.85

Arousal -0.54 209.78  .589 0.07 -0.19, 0.34 0.17
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Figure 1

Proportion of safe and risky choices in the gain frame (on the left) and average risk preference

in the gain frame (on the right) between the two social distance groups
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Figure 2

Average intuitive (left) and analytical processing (right) between the two social distance groups
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Note. Raincloud plots were created using code from (Allen et al., 2019). Colored fields display the distribution of
responses. Boxplots display the median, first, and third quartiles. Black circles denote mean values. Error bars
denote 95% confidence intervals. ** p < .01, ™ p <.001.

Risk

In the gain frame, risky choice (binary choice variable) and risk preference (continuous
measure) were lower in the socially distant condition compared to the socially near condition.
With the binary risky choice variable, the Bayes factor indicated very strong evidence for the
alternative hypothesis. With the continuous risk preference measure, Bayes factor indicated
moderate evidence for the alternative.

In the loss frame, there was no difference in risky choice or risk preference. Bayes factors
indicated moderate evidence for the null.

Frame did not moderate the effect of social distance on either risky choice, F(1, 239) =
2.62, p=.107, np>=.011, 95% CI = .000, .051, BF 1o = 3.98, or risk preference, F(1,239) =3.17,
p=.076, np>=.013, 95% CI = .000, .055, BF1o = 0.60. Bayes factors indicate moderate evidence
for the alternative hypothesis when using the binary risky choice measure, and anecdotal
evidence for the null hypothesis when using the continuous risk preference measure.
Information processing

Social distance reduced intuitive processing. In other words, financial advisors who
decided for their clients reported relying less on their intuition compared to financial advisors
who decided for themselves. The Bayes factor indicated very strong evidence for the alternative
hypothesis.

The effect of social distance on analytical processing was almost significant. Participants
reported greater analytical processing in the “client” condition relative to the “self” condition.
Bayes factor indicated anecdotal evidence for the null hypothesis.

Arousal
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Finally, there was no effect of social distance on arousal. The Bayes factor indicated
moderate support for the null.
Indirect Effect of Social Distance on Risk-Seeking via Information Processing and Arousal
Using risky choice in the gain frame as the dependent variable, there was evidence for an
indirect effect of social distance on risky choice via intuitive processing (index of mediation = -
0.29, 95% CI = -0.64, -0.05) but neither analytical processing (index of mediation = 0.04, 95%
CI=-0.07, 0.24) or arousal (index of mediation =-0.01, 95% CI =-0.09, 0.06). It is important to
note, however, that the indirect “effect” does not imply causation since the association between
intuitive processing and risk is correlational (Podsakoff & Podsakoft, 2019). The significant
indirect effect via intuitive processing is shown in Figure 3.
Figure 3
Indirect effect via intuitive processing

Indirect effect: -0.30, 95% C1 [-0.64, -0.05]

Intuitive
processing
b=0732%
Deciding for ¢'=-1.10* Risky choice
client (vs. self) (vs. safe choice)

Note. The model also included analytical processing and arousal as mediators. The indirect effect via intuitive

processing remains significant when excluding them.

None of the indirect effects were significant in the models predicting risk preference in
the gain frame, and risky choice and risk preference in the loss frame. Results are shown in the
file “financial_advisors.html” on the OSF page. Moreover, frame did not moderate any of the

indirect effects.
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Discussion

Financial advisors who were asked to imagine deciding for their clients (vs. themselves)
were risk averse and relied less on their gut feelings during their decision-making. This
asymmetry in decision-making for the self vs. others maps onto risk-as-feelings (characterized
by emotions and gut feelings) and risk-as-analysis (characterized by calculative logic)
mechanisms, respectively (Slovic et al., 2004; Slovic & Peters, 2006). Although the risk-as-
feelings and risk-as-analysis framework has been used to explain self-other differences in risky
decision-making (for an overview, see Polman & Wu, 2020), this is one of the few studies to
directly examine these mechanisms.

In addition, the experiment reported here was conducted among a sample of financial
advisors who completed a decision-making problem tailored to their job background. Thus, the
current study makes an important contribution by demonstrating the generalizability of self-other
differences among a sample of experienced decision-makers, using a realistic decision-making
problem (Aguinis & Bradley, 2014).

Moreover, the current findings build on an ongoing debate about whether decisions for
others reduce or increase risk-seeking, as well as the underlying processes by which such
differences arise (for a comprehensive review, see meta-analysis by Polman and Wu, 2020).
While some studies have found that decisions for others increase risk-aversion, others have
found that it increases risk-seeking. The current study is consistent with the social value
hypothesis of self-other differences in decision-making (Stone & Allgaier, 2008) and supports
previous studies that have found that social distance reduces risk-seeking in high-stake settings
(e.g., Fernandez-Duque & Wifall, 2007; Garcia-Retamero & Galesic, 2012; Stone et al., 2013;

Zhang et al., 2017; Zikmund-Fisher et al., 2006).
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It is worth noting, however, that the effect of social distance on risk preference and risky
choice, as well as the indirect effect via intuitive processing, were only significant in the gain
frame. This is consistent with previous studies that have found that risk preferences in the gain
domain are more susceptible to factors such as emotions and psychological distance than loss
frames (Habib et al., 2015; Li et al., 2021; Raue et al., 2015; Sun et al., 2017; Yechiam & Telpaz,
2011). Loss frames might overshadow other influences because losses are psychologically
stronger than gains (Kahneman & Tversky, 1979). The pattern reported here also aligns with a
meta-analysis by Polman and Wu (2020) that found that self-other differences in risky decision-
making were larger in the gain frame.

Furthermore, it is worth noting that social distance did not significantly reduce arousal.
Since participants completed the experiment online, it is possible that environmental
disturbances made the social distance manipulation less emotionally arousing. Finally, the
indirect effect does not imply causation since the association between information processing
and risk is correlational (Podsakoff & Podsakoft, 2019). Future studies may want to manipulate
both social distance and information processing.

Conclusion

This study demonstrates how financial advisors who decide for others versus themselves
take risks and process information. Decisions for others were more risk-averse and less based on
gut feelings. The findings support dual-process models of risky decision-making.
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