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Abstract

The privately informed seller of a company sends a value message to
the uninformed potential buyer who then proposes a price for the com-
pany. “Make-up” is measured by how much the true value is overstated,
“Suspicion” by how much the price offer differs from the value message.
Treatments vary in information about gender via (not) informing about
the gender constellation and in embeddedness of gender information.
Female participants engage more in “make-up”, i.e. overstate more the
value of the company, but are not more “suspicious”. Furthermore, ho-
mogeneous female constellations make up more.

Keywords: bargaining, experiment, gender.
JEL: C78; C91; J16

1 Introduction

Unlike much of gender research in experimental economics, we do not focus
on the usual differences in risk, delay, inequity, ... aversion, but on overstat-
ing the value of what one wants to sell and on suspicion as revealed by not
believing such value claims. Our experimental workhorse is a modification
of the “Acquiring-a-Company” game (Samuelson and Bazerman, 1985): after
learning the value v € (0,1), the seller can send a value message v = 0(v) to
the potential buyer who then proposes a price p = p(0), which the buyer can
accept 6 = d(p,v) =1, or not, 6 = §(p,v) = 0. The payoff is (p — qu) for the
seller and (v — p) for the buyer, where ¢ € (0,1) is commonly known as well
as that the buyer is risk-neutral and expecting v to be uniformly distributed
between 0 and 1. According to these assumptions the buyer will offer either
p =0 for ¢ > % and p = q for g < % We are interested in how v — v, v — p and
d(p,v) depend on gender, gender constellation, and whether one can condition
only on gender or also on field of study (economics vs. non-economics). We
expect women to make up more, larger v — v, to be more “suspicious”, larger
v — p, and to trade more with female than with male partners.

2 The Experiment

Our experimental setting is one of bargaining whether to trade and, if so, at
which price. In this sense, our study is in line with those on gender differences
in bargaining (Eckel and Grossman, 2001; Saad and Tripatl, 2001; Solnick,
2001; Riley and McGinn 2002; Gneezy and Rustichini, 2004; Niederle and



Vesterlund, 2007; Sutter et al. 2009; Garcia-Gallego 2012). However, we add
new insights in gender research, by introducing “make-up” and “suspicion”.
We interpret “make-up”, i.e. stating 0 = 0(v) > v, as cheating, in line with a
related study (Mechtenberg, 2009) that also allows for cheap-talk lying. We
interpret “suspicion”, i.e. stating p = p(0) < 0, as underpricing. Moreover, we
control not only for gender but also for gender constellation. We run three
treatments differing in information only: in U (unknown), trading partners
randomly matched in pairs are unaware of other’s gender, which is known
in treatment G (awareness of gender constellation); finally, in treatment E
(embeddedness of gender constellation) the field of study of both partners is
added to information on gender.

After reading the instructions, participants had to answer a few control
questions before the experiment. Actually, we report here only on the choice
data of the first phase of a more encompassing experiment with unannounced
later rounds allowing for experience and learning effects (Di Cagno et al.,
mimeo).

3 Main Findings

Proceeding as in backward induction, we begin with acceptance decisions
d(p,v) by seller participants.

Observation 1 One mainly observes 6(p,v) = 1 for p > quv and §(p,v) = 0
for p < qu. There exist no gender (constellation) nor treatment effects in
acceptance behavior of seller participants (see Table 1).

Since trade is always efficient due to (1 — ¢)v > 0, and avoiding a minor
loss as a seller might imply a significant gain of v — p for the buyer, these
findings question other-regarding concerns: at least for situations when own
generosity would let the other gain whereas oneself suffers a (minor) loss, there
is no evidence of pro-social behavior according to our data (only 1.8% in our
sample accepted the trade when p < qv).

“Suspicion” is confounded with the share one wants to gain of the surplus
generated by trade. Thus even a buyer who believes in the truth of o, i.e.
expects v(v) = v, may propose a price p < 0. We do not claim to distinguish
pure suspicion and underpricing to guarantee oneself a satisfactory share of
the surplus but only maintain that more “suspicion” should increase v — p.

Observation 2 Male and female buyers do not differ in “suspicion”, i.e. we
cannot reject that v —p 1s homogeneously distributed for male and female buyer



Table 1: Seller’s acceptance d(p,v) by treatment and gender
Treatments All Treatments TR E & G
B/(se)  B/(se) | B/(se)  B/(se)
profitability (p > qu) 2 LAFFE 9 [BFRF | 9 [BFFF 9 [HFEF
(0.27)  (0.26) | (0.31) (0.31)
Male 0.23
(0.22)
Partner: Male -0.31
(0.22)
TR G -0.07 -0.07
(0.31) (0.32)
TR E 0.29 0.32
(0.26) (0.26)
male seller-female buyer -0.22 -0.08
(0.40) (0.38)
female seller-male buyer -0.28 -0.14
(0.41) (0.38)
female seller-female buyer -0.14
(0.41)
male seller-male buyer 0.14
(0.41)
Constant -0.81%* -0.59 -0.89%*%  -1.03%**
(0.39)  (0.40) | (0.37) (0.35)

Notes: Probit regressions, Huber -White robust standard errors in parenthesis. In the experimental proto-
col, v, q € (0,100).
Significance: * 0.1, ** 0.05, *** 0.01

participants.

Note, however, the significantly lower prices offered to male sellers in Treat-
ment G (see Table 2). These could be explained by expecting that male sellers
overstate more, contrary to our “make-up” hypothesis, or by discrimination of
male sellers. Actually, Observation 3 suggests and supports the latter expla-
nation.

We did not expect Observation 2 since evolutionary psychology scholars
have observed that females should have evolved more skeptical, e.g. when
trying to find a partner to raise offspring (see Buss, 2005). Observation 2 as
such does not question this hypothesis since its effect may have been overcom-
pensated by male buyer participants asking for a higher share of surplus for
themselves than female participants in this role. This, however, suggests that
male participants in the role of a seller also aim at higher shares of the surplus
by making up more, i.e. by larger differences v — v than those for female seller
participants. This can be clearly rejected.

Observation 3 Female sellers participants make up more than male seller

participants, i.e. 0 —v 18 larger for female than for male participants in Treat-
ment G (see Table 3).



Table 2: Buyer’s offered price p by treatment and gender

Treatments TR G TR E TR G TR E
BJ(se) _ BJ(se) | BlGse) _ BJse) || B/Gse)  B/Ge) | BlGse)  BI(se)
Male 6.65 3.89
(22.38) (9.24)
Male* 9 -0.06 -0.05
(0.40) (0.18)
Partner:Male -28.97* 2.49
(15.64) (9.54)
Partner Male*o 0.49* -0.03
(0.26) (0.18)
Female -6.65 -3.89
(22.38) (9.24)
Female*d 0.06 0.05
(0.40) (0.18)
Partner:Female 28.97* -2.49
(15.64) (9.54)
Partner Female*o -0.49* 0.03
(0.26) (0.18)
q 0.22%* 0.21%* 0.17%%% 0.17%* 0.22%* 0.21%* 0.17%%%* 0.17%*
(0.10)  (0.09) | (0.06)  (0.07) (0.10)  (0.09) (0.06)  (0.07)
0 0.57** 0.30 0.45%%*  (Q.45%** 0.51%* 0.79%** 0.41%%%  Q.42%%*
027y (0.21) | (0.11)  (0.12) (0.28)  (0.16) (0.14)  (0.13)
Constant -8.08 11.03 -0.35 0.28 -1.43 -17.93%* 3.54 2.77
(19.50)  (12.51) | (6.00)  (4.93) | (9.66)  (8.35) | (7.93)  (8.69)
Observations 32 32 96 96 32 32 96 96
R-squared 0.411 0.474 0.344 0.342 0.411 0.474 0.344 0.342
F 8.65 16.02 9.57 12.21 8.65 16.02 9.57 12.21

Notes: OLS regressions, Huber -White robust standard errors in parenthesis. In the experimental protocol,
v,q € (0,100).
Significance: * 0.1, ** 0.05, *** 0.01



Table 3:  Seller’s “make-up” (0 — v) by treatment and gender

Treatments All TR E & G TR G TR E
Bf(se) | B/(se) B/(se) || B/(se)  B/(se) | B/(se) B/(se)
Male 1.49 1.53 -4.25 3.46
(2.70) | (3.42) (6.85) (3.97)
Partner: Male -2.50 -17.63%%* 2.54
(3.41) (6.09) (3.97)
TR G -1.54
(3.99)
TR E -2.35
(2.90)
Constant 5.86%* 3.69 5.70%* 7.19 13.88*** 2.52 2.98
(2.38) | (2.40)  (2.48) || (5.32) (4.00) (2.68)  (2.94)
Observations 188 128 128 32 32 96 96
R-squared 0.005 0.002 0.004 0.013 0.218 0.008 0.004
F 0.31 0.20 0.54 0.39 8.37 0.76 0.41

Notes: OLS regressions, Huber -White robust standard errors in parenthesis. In the experimental protocol,
v,q € (0,100).
Significance: * 0.1, ** 0.05, *** 0.01

In our view, Observation 3 justifies the interpretation of Observation 2 as
revealing no gender effect in “suspicion”, contrary to our expectation based
on evolutionary psychology. Taken together, both observations suggest that
female participants try to improve their share in bargaining by overstating
what they offer, i.e. by making up more.

Observation 4 When female are in both roles there is more “make-up” (see

Table 4).

We observe that not only female sellers make up more than male sellers,
but they strengthen the “make-up” when matched with the same gender.

4 Conclusions

By a modification of the “Acquiring-a-Company” game, we studied in the lab
how “make-up”, “suspicion” and acceptance depend on gender and gender con-
stellations. We find that female sellers make up more than males, and espe-
cially when matched with the same gender. However, we find no gender nor
gender constellations or treatment effects on “suspicion” and acceptance. This
implies, in particular, that there is no evidence of pro-social behavior, not even
in those situations when generosity would let the other to gain at expense of

own minor loss.



Table 4:  Seller’s “make-up” (0 — v) by treatment and gender constellation

Treatments TR E & G TR G TR E
B/(se) B/(se) || B/(se)  B/(se) | B/(se) B/(se)
male seller-female buyer -2.88 -3.84 10.88 -11.00 -7.46 -1.46
(4.89) (4.97) (8.43) (7.73) (5.81) (5.94)
female seller-male buyer -6.91 -7.87* -2.50 -24.38%* -8.38 -2.38
(4.65)  (4.74) | (9.50) (8.89) | (5.26) (5.41)
female seller-female buyer 0.97 21.88%* -6.00
(4.91) (7.99) (5.71)
male seller-male buyer -0.97 -21.87** 6.00
(4.91) (7.99) (5.71)
Constant 6.66* 7.63%* -2.50 19.38%** | 9.71** 3.71
(3.41)  (3.53) | (6.12) (5.13) | (3.93) (4.14)
Observations 128 128 32 32 96 96
R-squared 0.025 0.025 0.263 0.263 0.029 0.029
F 1.15 1.15 3.67 3.67 0.95 0.95

Notes: OLS regressions, Huber -White robust standard errors in parenthesis. In the experimental protocol,
v,q € (0,100).
Significance: * 0.1, ** 0.05, *** 0.01
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