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Social distance decreases responders’ sensitivity to fairness in the
ultimatum game
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Abstract

Studies using the Ultimatum Game have shown that participants reject unfair offers extended by another person
although this incurs a financial cost. Previous research suggests that one possible explanation for this apparently self-
defeating response is that unfair offers involve strong negative responses that decrease the chances of responders accept-
ing offers that would objectively constitute a net profit. We tested the hypothesis that one way of reducing responders’
rejections of unfair offers is through increased psychological distance, so that participants move away from the concrete
feeling of being unfairly treated. Social distance was manipulated by having participants play the Ultimatum Game
either for themselves, or for another person. Compared to deciding for one’s self or a close social contact, participants
showed less sensitivity to fairness when deciding for a stranger, as indicated by fewer rejected unfair offers. We suggest
that social distance helps people move beyond immediate fairness concerns in the Ultimatum Game.
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1 Introduction

In everyday life feelings often serve adaptive purposes in
regulating people’s interactions. For example, a sudden
experience of irritation at the negotiation table might indi-
cate disapproval of the other person’s proposal, and result
in a request for better terms and conditions. Going with
one’s feelings can therefore be useful in securing a better
outcome. At other times, however, one might regret the
choices made as a result of such responses. For example,
a disproportionate outburst of anger, even if seemingly
justified in a moment of frustration during the negotiation
process, may do long-term damage to an otherwise pos-
itive business relationship. Thus, although in many con-
texts feelings are adaptive because they provide relevant
information about how to engage with one’s immediate
environment, and what actions to take (Damasio, 1994,
Schwarz & Clore, 2007), at other times freeing oneself
from spontaneous negative responses might lead to better
outcomes.

One experimental paradigm to study suboptimal deci-
sions resulting from spontaneous feelings is the Ultima-
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tum Game (Giith, Schmittberger & Schwarze, 1982). In
this game, a proposer makes an offer regarding how to
split a sum of money, which can either be rejected or
accepted by a responder. If the responder accepts, the
split takes place as proposed; however, if the responder
rejects, neither of the two individuals receives any money.
A rational decision maker would accept any given of-
fer, because in the interest of maximizing profit, getting
something should always be better than getting nothing
(Thaler, 1988). However, this is usually not the case. Be-
ing confronted with unfair offers can lead to negative af-
fect and rejection of offers even when the offer is greater
than zero (Pillutla & Murnighan, 1996; Sanfey, Rilling,
Aronson, Nystrom & Cohen, 2003). Indeed, when con-
sidering unfair offers, people exhibit emotional arousal
as reflected in increased skin conductance (van’t Wout,
Kahn, Sanfey & Alemen, 2006), larger electrodermal re-
sponses (Dunn, Evans, Makarova, White & Clark, 2012),
and subtle expressions of facial disgust (Chapman, Kim,
Susskind, & Anderson, 2009), and these reactions pre-
dict rejection rates of unfair offers. Further, a partici-
pants’ decision to accept or reject unfair offers is cor-
related with activation in the anterior insula, a structure
known to be involved in the experience of disgust (San-
fey et al., 2003). Experimentally manipulated moods can
also sway whether participants accept or reject offers: in-
duced sadness (Harlé & Sanfey, 2007) and induced anger
(Andrade & Ariely, 2009) lead to higher rejection rates of
unfair offers compared to neutral moods. Therefore, neg-
ative feelings seem to mediate the effect of unfair offers
on rejection rates.
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Even if motivated by current emotional states, peo-
ple’s refusal of unfair treatment might have an adaptive
purpose because punishing others enforces norms of fair-
ness (Sanfey, Loewenstein, McClure, & Cohen, 2006).
In other words, those who do not act fairly face exclusion
from the group, and this prospect might act as a deter-
rent. This strategy, however, only makes sense under the
premise that people repeatedly interact with each other,
and that one keeps track of each individual’s reputation
as a fair cooperative partner. Yet, people reject unfair of-
fers in the Ultimatum Game even in one-shot decisions
in a laboratory, when they have no expectation of having
repeated contact with the other person (Giith et al., 1982;
Hoffman, McCabe, & Smith, 1996). Under this circum-
stance the best strategy would be to accept any given offer
in order to maximize one’s overall profit. Why do people
still turn down offers, and forgo their own small reward
just to prevent the other person from getting a larger re-
ward? One answer may lie in people’s failure to appreci-
ate the value of a given reward when they are too caught
up in the current moment’s concern for fairness. Indeed,
people often make decisions guided by visceral reactions
that might interfere with rational choices. For example,
the “hot-cold empathy gap” (Loewenstein, 1996; 2000)
describes the phenomenon that when in an emotional,
“hot” state, such as when feeling angry, people find it dif-
ficult to imagine a more “cold”, rational state, and this
can bias their decision processes. However, by moving
away from the current experience, decision making is
more likely to be guided by “cold” processing. The gap
between these two processes might help understand the
underlying process of people’s decision making during
the Ultimatum Game: when participants are confronted
with unfair offers, visceral reactions constitute “hot” pro-
cessing, which places the feeling of being unfairly treated
at the centre of attention. However, if we could produce
a shift toward more “cold” processing, a different type of
mind-set might guide participants to represent the given
event with a more rational and goal-focused perspective
that is removed from current experiences. In the present
research, we suggest a way to achieve this, namely by
increasing psychological distance. Next, we introduce
a theoretical framework that suggests a way to cogni-
tively move away from hot processing in order to facil-
itate “cold” processing.

1.1 Psychological distance as a method of
facilitating ‘‘cold” processing

Much of the time, our minds are occupied with immedi-
ate goals, current activities and a focus on the self. How-
ever, human minds are also capable of transcending the
present self, projecting oneself onto a past or future self,
another self in a different place, and even onto other per-
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sons’ minds (Buckner & Carroll, 2007; Schacter & Ad-
dis, 2007; Spreng, Mar & Kim, 2009). This capability en-
ables people to plan in advance, comprehend complex cir-
cumstances and understand others’ behaviour. One way
of doing this is to adopt a distant perspective: Psycholog-
ical distance creates greater objectivity towards a target
object or event, enabling us to represent a given situation
in a more rational and general fashion, free from inciden-
tal concerns.

Many studies now confirm that people make judgments
and decisions in a more self-controlled and far-sighted
manner when they use a distant psychological perspec-
tive, rather than a close psychological perspective (e.g.,
Fujita, Trope, Liberman, & Levin-Sagi, 2006; Trope &
Liberman, 2003, 2010). For example, participants chose
advertisements appealing to their desired self rather than
to their current needs under a distant perspective (Fre-
itas, Langsam, Clark, & Moeller, 2008). Further, people
prefer a larger later reward to a smaller immediate treat
when a situation is framed under increased psychological
distance (Trope & Liberman, 2000). Similarly, tempta-
tions are considered in more negative terms when apply-
ing a distant instead of immediate psychological perspec-
tive (Fujita et al., 2006).

We therefore propose that the Ultimatum Game can be
interpreted in terms of psychological distance: When re-
sponders decide whether to accept an unfair offer they
are influenced by the immediate feeling of being unfairly
treated. Events that involve intense emotional arousal
are more strongly associated with a proximate psycho-
logical distance than an increased psychological distance
(Van Boven, Kane, McGraw & Dale, 2010; Watkins,
Moberly & Moulds, 2008). One way of reducing respon-
ders’ tendency to reject unfair offers in the Ultimatum
Game might therefore be to increase psychological dis-
tance so that they can reinterpret the situation with an ob-
jective perspective. This might help participants move
away from the experience of feeling unfairly treated and
therefore become less sensitive to unfairness.

We tested the hypothesis that increased psychological
distance allows responders in the Ultimatum Game to dis-
engage from immediate fairness concerns caused by un-
fair offers. As a result, we expected participants to be
more willing to accept unfair offers under increased psy-
chological distance. To induce psychological distance,
we manipulated social distance, which describes the sub-
jective closeness toward a target person, and can vary
from being very close to very distant (Nan, 2007; Trope
& Liberman, 2003). For example, a close friend feels so-
cially closer than a mere acquaintance, and his or her in-
tentions are therefore more easily understood than those
of the relative stranger. At the same time, a close friend’s
behaviour may still be less understandable than one’s own
behavior. Sometimes, however, this subjective closeness
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may interfere with adaptive decision making, and we be-
lieve the Ultimatum Game constitutes such a situation,
because when making decisions for oneself, on the most
immediate level of social distance, strong reactions to un-
fair offers may get in the way of accepting unfair, yet fi-
nancially profitable offers.

We induced three types of social distance involving ei-
ther the self, a close contact (best friend) or a distant con-
tact (stranger), and participants made Ultimatum Game
decisions either on behalf of this target person, or for
themselves. Based on research showing that people judge
and perceive close others’ intentions and behaviours as
similar to their own (Ames, 2004; Mitchell, Banaji, &
Macrae, 2005; Prentice, 1990), we expected decisions for
the close contact to be more similar to those for the self
than decisions made for a stranger. More specifically, we
predicted higher levels of acceptance of unfair offers for a
distant social target, compared to the close social contact,
or for oneself.

2 Method

Participants played the Ultimatum Game on a computer
screen with a hypothetical proposer, and made decisions
by pressing a button to accept or reject the given offer,
imagining that they were playing the game for a target
person. We used three targets that implied increasing lev-
els of social distance: Self, best friend, and stranger. Par-
ticipants were told that all offers were independent from
each other, such that each trial was a one-shot decision,
and a rejection or acceptance of an offer did not affect any
subsequent offers.

2.1 Participants

Twenty-four undergraduate students (14 males) at Yonsei
University participated in exchange for course credit.!

2.2 Materials

Induction of Psychological Distance. Social distance
was induced using the procedure developed by Jones and
Rachlin (2006). Participants were instructed to imag-
ine creating a list of 100 people closest to them, ranging
from the dearest friend or family member at position 1
to a mere acquaintance at position 100. To further ac-
tivate thoughts related to the target person participants
were asked to imagine five different events or thoughts
that might occur to the target person at the present mo-
ment, and write down those events or thoughts on a sheet

! Although no age data were collected in Experiment 1 all partici-
pants were taking undergraduate courses at the time of the experiments,
suggesting ages ranging between 18 and 23.
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of paper. This task was timed to 3 minutes. For example,
for the “Self” condition, participants wrote “I’m thinking
of the exam I have to prepare for next week.” or for the
“Best Friend” condition, “He is probably going out for
lunch with his girlfriend.”

Ultimatum Game. Two amounts of money were used
to test whether the effect was different for high or low
amounts: 10,000 and 40,000 Korean won (approximately
equivalent to 10 and 40 US dollars). This allowed us
to explore whether different amounts of money at stake
might interact with either offer fairness or social distance.
For instance, it is conceivable that once offers become
larger in absolute terms while the level of fairness re-
mains the same, people may be more willing to accept
unfair offers. There were 10 different ratios of offers for
each amount, ranging from fair (5:5) to very unfair offers
(0.5:9.5). Thus, each condition consisted of 20 trials (2
Amounts x 10 Ratios). The offers were presented in an
increasing (i.e., from the very unfair to the fair offer) or
a decreasing (i.e., from the fair offer to the very unfair
offer) fashion randomly chosen for each amount.

Each participant received the “Self”, “Best Friend”” and
“Stranger” conditions counterbalanced for order. On top
of the computer screen, participants saw “You”, “1% per-
son on the list” or “100™ person on the list” in each social
distance condition. Offers were presented on the screen.
For example, in the “Self” an offer would be phrased as
“Splitting the sum of 10,000 won, the opponent takes
7,000 won. You receive 3,000 won. What would you
do?” whereas in the “Best Friend” or “Stranger” condi-
tions, participants read “Splitting the sum of 10,000 won,
the opponent takes 7,000 won. The target person receives
3,000 won. If you were in the position of the target per-
son, what would be your decision?”

2.3 Procedure

The study used a fully within-participants design. An ex-
perimenter explained how to play the Ultimatum Game
and guided participants into an experimental cubicle.
Each participant was exposed to three social distance con-
ditions: “Self”, “Best Friend” and “Stranger”, with order
counterbalanced across participants. Prior to implement-
ing each social distance condition, participants completed
the induction of psychological distance described above.
For the “Self” condition, participants were instructed to
imagine that they were playing the game and making hy-
pothetical decisions for themselves, whereas for “Best
Friend” and “Stranger” conditions, participants imagined
that the target person was playing the Ultimatum Game,
and they made decisions for that target person. Partici-
pants responded by pressing a keyboard button. At the
end of the experiment, participants were debriefed and
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probed for suspicion regarding the purpose of the study.
No participants guessed the hypothesis of the study.

2.4 Results

A 10 (Offer: 5:5 to 0.5:9.5) by 3 (Target: Self, Friend,
Stranger) by 2 (Amount: 10,000 vs 40,000 won) fully
repeated-measures ANOVA was conducted. Mauchly’s
test indicated that the assumption of sphericity had been
violated for the main effects of Target, x?(2) = 6.33, p =
.04, and Offer, X2(44) = 191.05, p < .001. Therefore,
degrees of freedom were corrected using Greenhouse-
Geisser estimates of sphericity (¢ = .80 for the main effect
of condition and .31 for the main effect of offer). There
was a main effect of offer, suggesting that participants’
acceptance rate decreased as offers became more unfair,
F(2.80, 64.45) = 35.11, p < .001, n? =.59 (see Figure 1
for means, collapsed across amounts). This effect of re-
jection of unfair offers is consistent with earlier findings
for the Ultimatum Game (e.g., Giith et al., 1982; Camerer
& Thaler, 1995).

More importantly, however, the main effect of target
person was also significant, F(1.60, 36.80) = 4.51, p =
.02, n? = .06. Within-subjects contrasts revealed that ac-
ceptance rates for the “Stranger” condition were higher
than for the “Best Friend” condition, F(1, 23) = 5.01, p
=.04, 772 =.13, and the “Self” condition F(1, 23) = 6.62,
p = .02, n? = .20. In contrast, acceptance rates for the
“Self” and “Best friend” conditions did not differ, F(1,
23) =.094, p = .76, n* = .004. The only significant inter-
action was between Amount and Offer, F(1,23)=2.94,p
=.03, n? = .09, showing a steeper decrease in acceptance
rate for 10,000 won compared to 40,000 won, indicating
that participants responses were more sensitive to unfair-
ness when the amount was smaller. The main effect of
amount was not significant, F (1, 23) = 3.05, p = .09, 772 =
.09, neither its interaction with the social distance condi-
tion, F(1.83,41.97) = .91, p = .40, n* = .03.

3 Discussion

As hypothesized, acceptance rates in the Ultimatum
Game were significantly higher when participants made
decisions for a stranger compared to decisions for them-
selves or their best friend. In other words, participants
were more willing to accept unfair offers when the recip-
ient was represented in a more distant manner rather than
in a proximate manner. The results thus support the idea
that social distancing leads people to be more free from
concerns related to unfairness. We argue that these re-
sults are due to a more “objective” perspective induced by
increased psychological distance. Our findings are con-
sistent with previous research suggesting that under in-
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creased psychological distance, people make more adap-
tive and profitable choices (Fujita et al., 2006; Metcalfe
& Mischel, 1999; Trope & Liberman, 2000). We extend
previous research and suggest that people make decisions
that are less sensitive to fairness when they move beyond
situational concerns.

Interestingly, the “Best Friend” condition did not dif-
fer from the “Self” condition in terms of participants’
acceptance rate. This suggests that the subjective so-
cial distance towards their best friends was not enough
to induce functionally sufficient distance. Indeed, people
tend to judge similar others’ intentions based on their own
thoughts and beliefs (Mitchell et al., 2005), and perceive
close contacts’ thoughts or behaviour similar to their own
(Ames, 2004; Prentice, 1990).

However, does this mean that one should try to always
establish a psychological distance or ignore one’s feel-
ings when making decisions? We want to make very
clear that our suggestion is not that intuitions or feel-
ings should to be disregarded in order to arrive at bet-
ter decisions. Indeed, immediate concerns often serve an
adaptive purpose (Damasio, 1994; Schnall, Haidt, Clore
& Jordan, 2008; Schwarz & Clore, 2007). For example,
consider a situation requiring negotiation between two
parties. When one proposes an unfair contract, the other
is likely to experience a negative emotional response but
ignoring it and trying to be “rational” might be counter-
productive. In order to achieve an optimal exchange, one
should use the emotional response as a way of preventing
loss in the long run. Similarly, when people face others’
moral transgressions, they spontaneously experience neg-
ative affect (Cannon, Schnall, & White, 2011; Schnall et
al., 2008), and these feelings can be important signals in
deciding whether certain behaviors are acceptable or not.
Therefore, psychological distance can provide a benefit
when subjective and visceral reactions get in the way and
mislead decisions, but at the same time, when feelings
essential to understanding a situation, psychological dis-
tance might be detrimental.

Thus, there needs to be a delicate balance between
when to pay attention to one’s feelings, and when to fo-
cus on other requirements of a given situation. One cru-
cial factor to consider is whether the given situation in-
volves a continuous interaction or a single encounter. A
continuous interaction requires a strategy that brings the
most benefit in the end, which means that while attempt-
ing to arrive at the best strategy, one might have to sacri-
fice some resources in the short run. However, a one-shot
engagement requires an objective strategy that calculates
the greatest benefit when considering only that single en-
counter. The current research involved a one-shot deci-
sion for each trial during the Ultimatum Game. In fact,
many decisions made on a daily basis resemble the cur-
rent experimental situation. People make a judgement
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Figure 1: Acceptance rates for the Ultimatum Game with three social distance conditions: Self, best friend, and

stranger. Error bars indicate + standard errors of the mean.
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guided by their immediate concerns for decisions that do
not promise a second chance, and the wrong choice can
become a source of regret. For instance, people often
choose to eat a chocolate bar despite their diet plan, or
spend money on buying clothes while disregarding the
overdue credit card bill. In such contexts, our findings
suggest that psychological distancing might prevent peo-
ple from making regrettable choices.

The current findings are closely related to interpreting
human decision making in terms of “hot” and “cold” pro-
cessing (Loewenstein, 2000). It is often hard to disentan-
gle these two processes in a decision making situation,
but psychological distancing might provide a simple way
of doing so. As observed in the current research, inducing
distance helped people move away from “hot” emotional
processing in order to facilitate “cold” cognitive process-
ing. Our findings shed light on the possibility that dif-
ferences in psychological distance might be responsible
for discrepancies in decisions resulting from the hot and
cold empathy gap. People differ in prediction when they
are actually experiencing the “hot” state compared to the
“cold” state. For instance, people who are hungry ex-
press greater interest in eating spaghetti for breakfast the
following day than those who have just eaten (Gilbert,
Gill, & Wilson, 2002). Similarly, after exercising, ex-
periencing thirst leads participants to report that they are
more bothered by this sensation than participants who are
about to begin their exercise (Van Boven & Loewenstein,
2003). Such a disparity can be resolved when a given sit-
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uation is construed at a distant social level, and therefore
is removed from the current state. Similarly, construing at
a close social level could benefit in correcting prediction
errors when people are in a “cold” state.

Another relevant theoretical framework is Construal
Level Theory (CLT) with its core construct of psychologi-
cal distance (Trope & Liberman, 2003; 2010). According
to the theory, psychological distance involves different
mental representations of events, such that thinking about
the distant past, distant future, and others’ minds involves
high-level construals that are abstract, decontextualized
and removed from direct experience, whereas thinking
about the here and now involves low-level construals that
are concrete and grounded in physical and perceptual ex-
perience. In relation to our finding, it might be that partic-
ipants formed different cognitive construals that had led
to distinct choices in the Ultimatum Game. One way to
test this possibility is to apply other dimensions of psy-
chological distance proposed by CLT. For example, based
on the functional equivalence among various dimensions
of psychological distance (Bar-Anan, Liberman, Trope &
Algom, 2007; Fiedler, Jung, Winke, Alexopoulos, 2012;
Trope & Liberman, 2003; 2010; Pronin & Ross, 2006;
Pronin, Olivola, & Kennedy, 2008), we predict that sim-
ilar patterns in acceptance rates might occur irrespective
of whether the psychological distance is social, tempo-
ral, or spatial. Supporting this prediction, recent findings
have shown that, when making a judgement or decision,
a temporally distant self such as a past or future self is
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often treated like a socially distant other (Pronin & Ross,
2006; Pronin et al., 2008).

The current research points to new directions of inves-
tigating decision making. Whereas previous work on the
Ultimatum Game mainly focused on whether changing
participants’ mood or the characteristics of the opponent
could change responders’ decisions (e.g., Harlé & San-
fey, 2007; Solnick & Schweitzer, 1999; van’t Wout et
al., 2006), we introduced a different way of influencing
responders by manipulating their psychological distance.
Other paradigms that investigate decision making might
similarly benefit from such manipulations. For example,
people might be more likely to delay gratification when
making decisions for a distant person. Likewise, con-
sumers might be able to optimize their choices within a
limited budget if they pretended to use somebody else’s
budget and shopping list. Decisions tied to current emo-
tional feelings might also benefit from psychological dis-
tancing. For instance, before reacting to an insult with
an outburst of anger, one might instead try to imagine
whether the response seems appropriate when considered
from a third-person perspective. Thus, our research pro-
vides a first step in illuminating how decision processes
occurring on a daily basis are shaped by considerations
of psychological distance, and this might hold the key for
overcoming various biases in judgments and decisions.
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