
Abstract
This research examines systematic differences in risk 
preferences between financial and social contexts. A 
central tenet of prospect theory has been the idea of 
loss aversion. The evidence for loss aversion comes 
from studies conducted in the financial domain. 
However, there is still much to learn about how people 
prefer risk in different contexts (Gal and Rucker, 2018). 
Unlike financial risk, social risk entails anticipated 
emotional reactions constructed by social interactions. 
We found that in the social domain people tend to be 
more risk seeking in the gain frame than in the loss 
frame, but in the financial domain, people are more risk 
seeking in the loss frame than in the gain frame. 

One reason for these effects is that people use different 
reference points in financial and social domains. In 
contrast to prospect theory, which suggests the financial 
domain’s reference point of the value function is a 
person’s current state (i.e., the status quo; Kahneman & 
Tversky, 1979), we propose that the salient reference 
point for the social domain serve is the extreme 
reference point (peak value) rather than cumulative 
reference point (cumulative), leading to a reverse risk 
preference pattern from financial domain. In other 
words, the cumulative reference (status quo) point 
serves as the reference point in the financial domain, 
while extreme reference points (peak value) serve as 
the main reference point in the social domain 
(Kaheneman, et al., 1993; Fredrickson, 1993) .

Study 1
Participants imagined themselves in different risk-taking behavior situations. 
Each situation consists of a series of choices between a safe option and a 
risky option (Hsee and Weber 1999; Mandel 2003). 
Study Design A 2 (domain: financial vs. social) × 2 (frame: gains vs. losses) 
mixed-factorial design; Mturk workers(N=238)
Procedure Each condition consists of 8 sequential choices between financial 
and social condition
• Financial (Receiving $X vs. receiving $100 with p = 0.5)
• Social (being liked by scale of X vs. being liked by scale of 10 with p = 

0.5)
DV = Risk Preference (RP) Index (Hsee and Weber 1999)
Participants imagined: (1) winning a lottery ticket (financial gain), (2) paying a parking 
ticket (financial loss), (3) choosing a shirt to wear to a family gathering (social gain; 
Mandel 2003), and (4) playing truth or dare with friends (social losses; Mandel 2003). 

Study Results Individuals are more risk-seeking in gains than losses in 
social risk-taking situations (t(80) = -1.92, p < .051), compared to financial 
risk-taking situations where the opposite pattern holds (t(132) = 5.9, p < .001, 
F(1, 236) = 474.343, p < .001 .

Discussion
• Unlike the financial risk-taking behavior, people are more risk-seeking in the 

gain than loss in the social domain. A financial loss is more distasteful than not 
getting a gain and individuals will bear more risk to avoid it. However, the lack 
of a social gain is more distasteful than a social loss and individuals bear more 
risk to avoid it. 

• Preliminary results show that people use extreme reference point rather than 
cumulative reference point when making decisions in the social domain, while 
there is no significant differences between cumulative and extreme reference 
point when making decisions in the financial domain. 

Study 2
Study Design A 2 (domain: financial vs. social) × 2 (frame: gains vs. losses) 
mixed-factorial design; Mturk workers (N = 307) 
DV = Risk Preference (RP) Index
Participants imagined: (1) winning a lottery ticket (financial gain), (2) paying a parking 
ticket (financial loss), (3) gaining admiration from coworkers (social gain), and (4) losing 
admiration from coworkers(social losses). 

Study Results A significant interaction between domain and frame (F(1, 210) 
= 25.101, p < .001). Individuals are more risk-seeking in social gains than 
losses (t(140) = -2.4, p = 0.018), while they are more risk-seeking in financial 
losses than gains (t(159) = 5.25, p <.001).
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Study 3
Under diagnosticity framework (Feldman & Lynch, 1988), we measure 
which reference point (cumulative vs. extreme reference point) people use 
when making decisions
Study Design A 2 (domain: financial vs. social) x 2 (frame: gain vs. loss) x 
2 (reference point: cumulative vs. extreme), Eye-tracking study
DV = Fixation Time
Study Results = While there is no difference in fixation time between 
cumulative and extreme reference point in financial domain (n.s.), people 
attend longer time in cumulative reference point than extreme reference 
point.(p< .001)

Result
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F(1, 210) = 27.027, p < .001 F (0.19,0.26) = 13.706. p <0.001
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Are Individuals’ Risk Perceptions in the Social Domains Similar to Those in the Financial Domains?


