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Experimental Tests for Gender Effects
in a Principal-Agent Game
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Abstract: Traditional arguments against women as leaders suggest that women would not be extended the
trust necessary for leadership and/or that women undermine their own bargaining position by extending too
much trust to others. We examine data from a laboratory test in which pairs of subjects are given the task of
negotiating a wage-labor agreement. We first derive the optimal contract offer for principals and response by
agents. We find that men and women do not reach different bargaining outcomes. We also find that women in
authority are perceived as more trustworthy than men with authority, and women are no more or less trusting
than men of their superiors or subordinates. The perceived trust is not rooted in differential wage terms but
is based on the negotiation setting. Thus, women are likely to be extended the trust necessary to lead and are

not likely to produce outcomes that are significantly different from men.
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l \ /I ore than 50 years have passed since the

passage of the Egwal Pay Act of 1963,
which prohibited unequal pay for “substantially
equal” work, and the Civi/ Rights Act of 1964, which
provided protection from wage discrimination
based on race, colot, sex, religion, and/or national
origin. The Lilly Ledbetter Fair Pay Act of 2009, au-
thorizing lawsuits for up to 180 days after a discrim-
inatory paycheck, and the establishment of the Na-
tional Equal Pay Task Force represent attempts to
redress unequal pay. Furthermore, former Presi-
dent Barack Obama issued an executive order pro-
hibiting federal contractors from discriminating
against employees discussing compensation and a
Presidential Memorandum requesting better data
collection from federal contractors regarding em-
ployment and compensation. Despite these efforts
over all this time, sizable wage disparities between
women and men persist.
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Public administration research consistently
demonstrates that women face glass ceilings and
glass walls, particularly at higher levels of leadership
in federal (Crum & Naff, 1997; Lewis & Emmert,
1986; Naff & Thomas, 1994) and state and local ad-
ministrative positions (Bullard & Wright, 1993;
Lewis & Nice, 1994; Reid, Kerr, & Miller, 2000),
across sectors including public education (Schuster
& Foote, 1990; Meier & Wilkins, 2002), college ad-
ministration (Pfeffer & Davis-Blake, 1987), police
administration (Garcia, 2003), and the nonprofit
sector (King & Lewis, 2017). Women also continue
to face glass ceilings and glass cliffs (Mani, 1997,
Sabharwal, 2013) as well as zero sum trade-offs be-
tween minorities and women in Senior Executive
Service (SES) (author citation omitted). Scholars
have speculated on contributing factors such as dif-
ferences in negotiation strategies (Kray, Thomp-
son, & Galinky, 2001; Amanatullah & Mortis,
2010), confidence (Risse, Farrell, & Fry, 2018), and
trust behavior (Buchan Croson, & Solnick, 2008).
Yet, little is known as to whether or in what direc-
tion gender may or may not influence the outcomes
of wage-labor agreements in public administration.

Do women obtain different outcomes in
wage-labor agreements? Are there gender differ-
ences in negotiation behavior in principal-agent set-
tings? We examine relevant evidence gathered from
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laboratory play of a principal-agent game, in which
an individual (the principal, or “owner”) negotiates
a wage agreement that can be composed of two el-
ements, a risky bonus and a secure flat wage, with
another subject (the agent, or “contractor”). The
content of the wage-labor agreement and individual
assessments of the negotiation proceedings provide
measures of the behavior of principals and agents
and their ability and willingness to engage in con-
tracting.

Gender differences have long been of in-
terest to a broad array of social and biological sci-
entists, including studies of beneficent behavior
and the provision of public goods. We know that
cultural norms and social identification can change
the ways that individuals react to the exact same ne-
gotiation setting (e.g., Henrich et al., 2004). Coop-
eration levels vary across gender in public goods ex-
periments, but it is not clear whether cooperation
is higher among women or men (Brown-Kruse &
Hummels, 1993; Nowell & Tinkler, 1994). Similar
ambiguity exists in dictator experiments. Eckel and
Grossman (1996) find that women are more gener-
ous than men; although Bolton & Katok (1995)
find no evidence of gender differences in generos-
ity in dictator experiments. In ultimatum experi-
ments, it appears that women are more likely to ac-
cept unfair offers (Eckel & Grossman, 2001;
Solnick, 2001). Croson & Buchan (1999) and An-
dreoni & Vesterlund (2001) both find asymmetric
behavior by women and men in “trust-honor” and
dictator games — that the likelihood of trusting, al-
truistic, or reciprocating behavior depends on both
the position and gender of the subject, as well as
the negotiation setting. Specifically, a subject’s gen-
der can provide information about the likelihood of
their offering trust or being trusted, but that the in-
formation provided depends on the social setting
under study, and in fact women may be less altruis-
tic, trusting or beneficent than men (e.g., Eckel &
Grossman, 1996).! One reason for the examination
of gender differences is the concern that women
and men might act differently in subject pools in
experimental economics.?

Similarly, studies have examined persistent
differences between women and men in labor mar-
ket wages (Altonji & Blank, 1999, Corcoran &
Courant, 1987; Goldin, 1990). Our tests assess
whether gender is associated with different wage la-
bor agreements in open negotiations and whether
gender produces different negotiation experiences.
While some evidence exists about expectations and

bargaining outcomes (Solnick, 2001), evidence
about wage-labor agreements is mostly based on
actual labor markets (Gerhart & Rynes, 1991) and
lacks information about the choices made by prin-
cipals in negotiations. In contrast, recent advances
on principal-agent negotiations in laboratory set-
tings reveal important departures from theoretical
expectations about the content and impact of wage-
labor agreements (e.g., Fehr et al., 1997, McLean
Parks & Conlon, 1995; Miller & Whitford 2002;
Whitford, Bottom, & Miller, 2013; Bottom et al.,
2006). Do women obtain different outcomes?

One contribution of our approach is that
subjects are presented with a shared hierarchical
setting where they are motivated toward self-inter-
ested behavior by economic incentives, but where
subjects have competing interests regarding the
way the negotiated agreement allocates risk. Specif-
ically, principals and agents face an “insurance/in-
centives” tradeoff: the agent prefers risk-free com-
pensation, but the principal — because the agent’s
actions cannot be monitored — prefers to make the
agent’s compensation contingent on the outcome
of the agent’s effort (Laffont & Martimort, 2002,
41).

We test whether gender produces quanti-
tatively different components of the wage-labor
contract (measured as negotiated bonus and flat
wage), and different reported attributes of the
wage-labor negotiation (measured as indices per-
ceived benevolence and trustworthiness of one’s
negotiating counterpart) for women and men in the
roles of both principal (supetior) and agent (subor-
dinate). Our hypotheses are that women are offered
less generous wage contract terms, that women of-
fer more generous wage contract terms, that
women are perceived to be and perceive others to
be more benevolent, and that women are perceived
to be and perceive others to be more trustworthy.

We want to be clear that even though the
experimental setting may seem artificial, it provides
useful information about the baseline of negotia-
tion in all work settings. We discuss below how that
baseline information helps us better understand the
institutional variations that we see across the public
and private sectors.

Those variations, though, have changed
the nature of public work so that incentives-based
compensation is much more prevalent than per-
haps it was in the past. At a minimum, contracts
used throughout public procurement regularly in-
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clude incentives for early completion, hitting per-
formance metrics, inclusion of specific contract at-
tributes, etc. We have also seen increasing use of
performance-based incentives in actual hiring. Choi
& Whitford (2017) recently detailed the impact of
such programs in and throughout the federal work-
force (often with unintended consequences). Other
local, state, and nonprofit entities in the United
States have also taken on incentives as a mechanism
for aligning interests. School superintendents in
both the public and nonprofit sectors have com-
plex contracts that include both fixed and variable
pay. University presidents are often paid in differ-
ent ways based on how they perform; likewise, col-
lege football coaches get paid flat wages and also
bonuses based on winning important games. The
important point here is that even the artificial game
we present here speaks directly to a wide range of
real-world work experiences.

This paper proceeds as follows. First, we
outline the theoretical framework. We next review
briefly our experimental design and method, and
our specific hypotheses. After that we discuss re-
sults of the laboratory investigation, followed by a
discussion of this theory, test, and implications for
the study of gender in wager-labor negotiations.

Theory

Whether or not gender differences exist in negotia-
tion settings and how such differences, if present,
may affect bargaining outcomes is a timeless ques-
tion. The presumption that “masculine” skills are
more valuable than “feminine” skills at the bargain-
ing table tends to be a common element of the ma-
jor theoretical approaches to understanding poten-
tial gender differences in negotiations. Conclusive
findings on the effect of gender in negotiation are
clusive. Contradictory evidence is the norm in the
literature on gender and negotiation because the
context of the question is crucial to understanding
gender effects (Kray & Thompson, 2005).

The situation-based gender differences
petspective posits that the situation is the primary
determinant of behavior (see Cook & Campbell,
1979). This theoretical tradition assumes that men
and women are inherently alike, and when power
and status, structural position, and experience are
held constant, similar behaviors are elicited from
both genders. Research by Riley & McGinn (2002)
supports contention that gender does not have a
direct effect on bargaining outcomes but is instead

contingent upon the context. In our experimental
negotiation setting, we hold these properties of the
negotiation context constant with the expectation
that gender differences will not significantly impact
bargaining behavior or outcomes.

In addition, we explore the role of trust in
the principal-agent negotiating setting. We put gen-
der stereotypes to the test. Gender stereotypes
frame women as too trusting and not likely to be
extended the trust necessary to lead. If assumptions
about gender differences are useful mechanisms in
decision-making, we might find that women are
perceived as more trusting than men and that
women are extended significantly less trust than
men. If gender stereotypes operate, we can expect
that the perception of trust will depend on the ne-
gotiation setting — on the genders of those negoti-
ating — rather than wage terms that principal-agency
theory holds paramount.

Experimental Design, Method, and
Hypotheses

Our data are drawn from a larger study of a princi-
pal-agency game that had several goals beyond the
study of gender differences.> Women and men
were randomly assigned to the roles of principal
and agent and simultaneously randomly assigned to
dyads. Each subject played a single game in which
he or she negotiated with another subject in the op-
posite role. The game’s sequence of play is as fol-
lows. The principal makes a unilateral offer of con-
tracts to the agent. The agent chooses whether to
accept the contract, and if he or she does so, the
level of effort to take. Last, the payoffs stipulated
in the contracts are made based on observed re-
sults.

Specifically, the principal’s asset will prove
to be worth either S or F (S > F = 0), depending on
a random variable and agent effort. The agent’s
strategy set consists of three actions: HI, LO, and
EXIT. For HI, the probability of S, the successful
outcome, is given by p; otherwise the outcome is F.
For LO, then the probability of S is given by g
(where p > q). For EXIT, the asset is worth zero
for sure, and both the principal and agent earn
nothing for this part of the experiment. The agent
experiences personal cost C with Cur> Cro 2 Cexir
= 0. The sequence of play is: (1) open negotiation
period of fifteen minutes, (2) principal offers con-
tract, (3) agent’s participation decision, (4) agent’s
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effort decision, (5) revelation of the value of the as-
set, and (0) contract paid off. Because of unobserv-
able action, the principal and agent can contract
only on the outcome by choosing a combination of
flat wage W and outcome-contingent bonus B, paid
only in the event of a success S, such that {W B} is
an element of a two-dimensional space composed
of real numbers?. The agent’s individual rationality
constraint is satisfied by bonus B*, which insures
that he or she will prefer HI over LO:#

pB*+W —-C,, 2gB*+W - C,,
Solving for B*:

B*> CH[ — CLO

P—9q

The relevant attributes of the decision setting are
outlined in Table 1.

Subjects were drawn from pools of univer-
sity undergraduates and graduate students at one
public university and one private university located
in the Midwest and were recruited for each session
through billboards placed around campus. Experi-
ments were carried out in small groups with signif-
icant experimenter oversight. Once subjects were
processed and informed consent was administered
and agreed to, subjects then completed a pre-ques-
tionnaire that established a variety of non-invasive
facts about the subject. This also provided an initial
measure of risk preferences; the procedure required
from five to ten minutes after subjects completed
the consent form (Murnighan, Roth, & Schou-
maker, 1988; Bottom et al., 2000). Following the
pre-questionnaire, the subjects read (as the experi-
menter read aloud) a set of instructions for the ne-
gotiation exercise. Subjects were allowed to ask

Table 1

questions, and then answered several questions in-
tended to test their understanding of the exercise.
Subjects who failed to answer these questions cor-
rectly received additional instruction. Different
subjects participated in different sessions. For each
session, subjects were assembled in a single room.
Subjects were randomly assigned to dyads,
and each member of each dyad was randomly as-
signed to be either a contractor or an owner. The
flat wage was paid whether or not the owner won
the larger prize (S). The bonus was paid to the con-
tractor only if the owner earned S. Both forms of
compensation were paid out of the owner’s earn-
ings. All dyads were divided into separate rooms
and negotiated without supervision. Subjects nego-
tiated until they agreed to end the negotiation (to a
wage contract), until a contractor chose to end the
negotiation, or until 15 minutes elapsed. The sub-
jects then separated; the owner had an additional
two minutes to set the contract terms, which may
not have been consistent with any verbal arrange-
ment made during the negotiation period. While
the owner completed the owner’s post-question-
naire in a separate room, the contractor filled out a
form selecting Action HI or Action LO, or EXIT
(in which case there would be no compensation
from this part of the game). If a contractor chose
Action HI or Action LO, then the contractor also
filled out a post-questionnaire. The subjects were
paid a flat “show up” amount for completing the
final questionnaire, which was not a factor that they
could account for in the determination of their con-
tracts. After the questionnaires were filled out and
turned in, a random number process determined
whether the owner won the larger or smaller prize,
conditioned on the contractor’s effort decision.
The contractor was paid first, based on his or her
effort cost, the terms of the compensation contract,

Decision Setting

Attribute Implementation
Roles Owner, Contractor
S (Success) 30
F (Failure) 10
p (probability of S) 0.8
q (probability of ) 0.5
Chr $8.50
Cro $5.00

Predicted Contract

B =$11.67, W = $0.00
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and the size of the owner’s prize. After the contrac-
tor was paid and dismissed, the owner was paid and
dismissed. The participants never learned the con-
tractor’s effort choice and did not see one another
again in the context of the experiment.

Our first hypothesis is that women who
are contractors receive statistically smaller contract
terms than do men.

H71: Women in the role of contractor receive smaller bonuses.
H2: Women in the role of contractor receive smaller flat
wages.

We also test hypotheses that women offer more be-
neficent wage terms than do men.

H3: Women in the role of owner offer larger bonuses.
H4: Women in the role of owner offer larger flat wages.

These hypotheses follow from findings reviewed
above about women’s behavior in games where
they contribute to a good’s provision and also from
non-experimental evidence about wage-labor
agreements.

Post-questionnaires provide information
about the subjects’ evaluation of the negotiation
process and serve as key variables for assessing the
subjects’ perceptions of the negotiation experience.
First, we use a series of instruments to measure the
level and quality of trust built between the pair in
the negotiation (Mayer & Davis, 1995). The Mayer-
Davis measure addresses (1) the degree to which
the contractor trusts the owner, and conversely the
owner trusts the contractor (Trust), and (2) the
contractor’s perception of the owner’s benevo-
lence, and conversely the owner’s perception of the
agent’s benevolence (Benevolence). Economists
generally see communication during negotiation as
a signaling game (Spence, 1973), and thus cheap
talk (Crawford & Sobel, 1982; McGinn et al., 2003).
Yet, studies in cognitive psychology see communi-
cation as helping subjects access specialized cogni-
tive architecture that helps with reasoning about
the conditional relationships underpinning social
exchange (Tooby & Cosmides, 1992, 1996) — es-
sentially, the ability to “detect cheating” (see also
Trivers, 1971). Bottom et al. (2006) show that in-
ternal measures of the social exchange between
principal and agent help explain outcomes of prin-
cipal-agency negotiations.>

We test four hypotheses about benevo-

lence and gender. The first two relate to the percep-
tions held about women in contract negotiations.

H5a: Women in the role of owner are perceived to be more
benevolent than men.

H5b: Women in the role of contractor are perceived to be
more benevolent than men.

We also test hypotheses about the perceptions that
women hold about negotiations processes.

Ho6a: Women in the role of owner perceive that contractors
are more benevolent than men do.
H6b: Women in the role of contractor perceive that owners
are more benevolent than men do.

Our claims concern social exchange mechanisms
that can underpin the negotiation process. Because
of “a widespread attitude among both women and
men, perhaps based on decades of women’s worse
labor market experience, that women will be satis-
fied with less” (Solnick, 2001: 189), we assess the
degree to which gender changes perceptions of the
counterpart’s benevolence. Studies in social psy-
chology suggest that women are more associated
with helping behavior (Dovidio, 1982; Harris, 1992;
Long et al., 1996).

Similarly, we test four hypotheses about
trust and gender. Our first two ask whether women
(as principals or agents) are considered more trust-
worthy.

H7a: Women in the role of owner are perceived to be more
trustworthy than men.

H7b: Women in the role of contractor are perceived to be
more trustworthy than men.

Our other set of hypotheses relates to the percep-
tions women hold about their counterparts.

H8a: Women in the role of owner perceive that contractors
are more trustworthy than men do.
H8b: Women in the role of contractor perceive that owners
are more trustworthy than men do.

Are women more trusted? Are they more trusting?
There is evidence that women are more trusted
than men in non-experimental situations (Wright &
Sharp, 1979; Shaub, 1996). Experimental studies
are mixed with some finding no differences
(Fershtman & Gneezy, 2001; Harbaugh et al., 2003)
and others finding women to be more trustworthy
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(Buchan, Croson, & Solnick, 2005; Chaudhuri &
Gangadharan, 2003; Croson & Buchan, 1999).¢ No
studies have addressed trustworthiness and percep-
tions of benevolence in the context of principal-
agent negotiations.

It is worth noting that the experimental de-
sign attempted to capture the essential elements of
principal-agency theory. For example, the owner
filled out the contract unilaterally after the contrac-
tors left the room — and the owner and contractors
did not meet again before they were paid separately.
The negotiation stage was thus effectively struc-
tured as “cheap talk” regardless of the possible pet-
ceptions formed through the communication. The
owner still moved first and had the authority to
make any offer he or she wished on a take-it-or-
leave-it basis. Also, the experimental design incor-
porated differential risk aversion through manipu-
lation by loss-framing and gain-framing (Kahne-
man & Tversky 1979; Tversky & Kahneman 1991).
Specifically, loss-framed subjects take more aggres-
sive, take-it-or-leave-it negotiating stances (Bottom
& Studt, 1993; Murnighan, Roth, & Shoumaker,
1988). Gain-framed subjects demonstrate risk aver-
sion by demanding larger shares of the risky prize
to compensate for giving up a risk-free no-agree-
ment alternative (Bottom, 1998). In our experi-
ment, the owner has original ownership of the asset
and is loss-framed; contractors were framed to
think in terms of how much of the value of the as-
set they could gain through the negotiation.

Results

Table 2 provides a series of tests of our hypothe-
ses. We have distributions of bonuses, flat wages,
perceptions of benevolence, and assessments of
trustworthiness for each type of interaction: for
women and men in both roles.

We first test for a gender effect for the
wage-labor contract terms. We do this for women
and men in both roles — principal and agent — and
for both contract terms — bonus and flat wage. We
look for a difference in location as this is an evi-
dent summary measure of bargaining perfor-
mance. Two-sample £tests with the assumption of
unequal variances (DeGroot & Schervish, 2002)
yield one tail p-values for each of the four key hy-
potheses.”

The ~test assesses the difference between
their means relative to the spread.® The data sug-
gests little evidence for locational differences in the

distributions of negotiated wages for men and
women. The first hypothesis that women in the role
of the contractor receive smaller bonuses is not
supported by the data; the resulting #statistic sug-
gests that the average bonus for men and women
are not significantly different. The second is the hy-
pothesis that women in the role of contractor re-
ceive smaller flat wages. The #statistic suggests that
there is no significant difference between the flat
wages of women and men. Both of these differ-
ences are in the predicted direction, but neither dif-
ference is statistically-significant at conventional
levels.

The data yield results that are contradic-
tory to the third hypothesis that women in the role
of owner offer larger bonuses. The £statistic sug-
gests that 9 out of 10 times there are likely to be
significant differences between the average bonus
offered by women and the average bonus offered
by men — that more often than not, men offer sig-
nificantly higher bonuses than do women. How-
ever, support for the hypothesis that women in the
role of owner offer larger flat wages is not found in
the data from this experiment. The ~statistic sug-
gests that the average flat wage offered by women
is not significantly different from that of men. To-
gether these results offer a useful insight into the
nature of munificence in principal-agency negotia-
tions. The tests suggest that women do not com-
pensate for smaller bonuses with larger flat (risk-
free) wages, yet they do offer lower bonuses. The
tests suggest that men are more likely to rely on in-
centives in offered contracts than are women.

We next review results from the reported
perceptions of the negotiation experience. First, the
results suggest no significant difference between
men and women in their perceptions of the coun-
terpart’s benevolence. The #statistics suggest that
women are not likely to be perceived as signifi-
cantly more benevolent than men in the role of
owner or contractor, although the differences are
in the predicted directions. Second, the #statistics
do not suggest significant differences for the hy-
potheses that women in the role of owner perceive
more benevolence on the part of the contractor
than men in the role of owner, and that women in
the role of contractor perceive more benevolence
on the part of the owner than men in the role of
contractor. In this case, the tests suggest that gen-
der does not affect perceptions of the counterpart.
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Table 2
Tests of Hypotheses

Women Men
Hypothesis Mean Std. N Mean Std. N t d.f.
Dev. Dev. statistic
H1: smaller bonus for women con- | 9.361 5.747 27 10.083  2.898 18 0.556 40.585
tractors
H2: smaller flat wage for women 7.213 4.616 27 7.986 2.689 18 0.709 42.403
contractors
H3: women owners offer larger 8.641 4,952 23 10.705  4.471 22 1.468%* 42.862
bonuses
H4: women owners offer larger flat | 7.391 3.87 23 7.659 4.1 22 0.225 42.547
wages
H5a: women owners perceived as 0.715  0.152 23 0.696 0.13 22 -0.436 42.502
more benevolent
H5b: women contractors perceived | 0.655  0.135 27 0.609  0.146 18 -1.067 34.646
as more benevolent
Ho6a: women owners perceived 0.041  0.162 23 0.631  0.115 22 -0.259 39.746
contractors as more benevolent
Ho6b: women contractors perceived | 0.711 0.152 27 0.698 0.126 18 -0.32 40.842
owners as more benevolent
H7a: women owners perceived as 0.744  0.093 23 0.698  0.072 22 -1.867** 41.14
more trustworthy

The tests suggest that women do not experience
more benevolence than men in this study, nor are
they the objects of more perceived benevolence.
However, the results do suggest gender
differences in levels of trust. First, the #statistic for
the hypothesis that women in the role of owner are
perceived as more trustworthy than men in the role
of owner is -1.867, suggesting that women in the
role of owner are considered more trustworthy
than men in the role of owner. But the #statistic
suggests that women in the role of contractor are

not necessarily considered more trustworthy than
men in the role of contractor. Moreover, the #sta-
tistics for the hypotheses that female owners per-
ceive the contractor to be more trustworthy than
do male owners, and that female contractors pet-
ceive the owner to be more trustworthy than do
male contractors suggest that women in the role of
owner or contractor are not significantly more
trusting than men in the roles of owner or contrac-
tor.
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We note that these results of no significant
differences do not change with the inclusion of the
gender of the recipient or provider of the bonus,
wage, benevolence, and trust. We also assess using
two-sample Wilcoxon rank-sum (Mann-Whitney)
tests due to small sample sizes (Kendall & Gibbons,
1990). We find no significant differences for the
contract terms hypotheses H1 through H4. The
tests suggest that women are not more beneficent
as owner to female contractors, and that male own-
ers are not more beneficent to male contractors.
They also suggest that women do not receive higher
bonuses or flat wages from female owners, and that
men do not receive more generous contract terms
from male owners. This calls into question the find-
ing that women owners provide lower bonuses
than men owners. However, the sample size and is-
sues with the power of the tests may come into play
here, and the finding may not be specific to a con-
tractor’s gender.

Similarly, perceptions of a contractor’s or
owner’s benevolence do not appear to depend on
the concordance of the two parties’ genders, indi-
cating that the findings from the #tests can be dis-
aggregated and still support inference of no differ-
ences in helping behavior. Two findings do attain
limited significance though for trusting behavior.
First, female contractors report more trust for fe-
male owners than for male owners (Z = 1.610, two-
tailed test). Second, male contractors report more
trust for female owners than for male owners (Z =
1.653, two-tailed test). (Both results border on sig-
nificance at the p = 0.10 level.) No other significant
differences are apparent for trust of contractors by
owners. Together, these results suggest support for
differential trust felt by contractors of owners
based on the owner’s gender. This is similar to re-
sults reported above in trust-honor games.

Discussion

The principal-agency game examined here indicates
little difference between men and women in the
outcomes of negotiations, and only a few differ-
ences in the perceived trustworthiness of women
compared to men. Our results suggest that women
do not obtain negotiation outcomes significantly
different from men. In the context of principal-
agent relationships, men and women behave in ac-
cordance with their role in the negotiation. Alt-
hough men offer somewhat larger bonuses in the

role of principal than women in the role of princi-
pal, the tests suggest that gender has little effect on
the choices made in the determination of contract
terms or the outcome of negotiations. This pro-
vides a measure of evidence for the position that
the persistent differences between women and men
in wages in the labor market are not due to differ-
ences in the contracts men and women negotiate.
However, these findings must be interpreted as
suggestive and necessitate replication because the
sample size limits the power of our tests.

Our results relate to the findings of Bolton
& Katok (1995) that men and women may bargain
differently but not differ in generosity. Substantive
differences in the bargaining behavior of men and
women can be expected to be evidenced in differ-
ences in bargaining outcomes. However, we find
little evidence that men and women reach different
bargaining outcomes, and women are not neces-
sarily more generous than men (see Eckel & Gross-
man, 19906), as is indicated by the somewhat larger
bonuses offered by men in the role of owner. Ad-
ditionally, Eckel & Grossman (2000) find that the
choices women make are less individually-oriented,
but these findings are conditioned on the level of
risk. Consequently, the hierarchical setting of the
principal-agent game presented here controls for
potential patterned differences in the relative risk
otientation of women and men, and our data shows
that men and women are equally motivated toward
self-interested behavior by economic incentives.

These findings also lend additional support
for the notion that women are more trusted than
men (e.g.; Wright & Sharp, 1979; Shaub, 19906),
which has particular importance in managerial and
other hierarchical settings. We find that women
with authority are perceived as more trustworthy
than men with authority. We also find that women
are no more or less trusting than men of their su-
periors or subordinates. This seems to suggest that
women are more likely to be extended trust, and the
likelihood that women extend trust to men is not
significantly different from that of men—that per-
ceived trust is not rooted in differential wage terms
but is based on the negotiation setting.

It is important to position these findings
vis-a-vis the longstanding public administration
concern for the opportunities for women in public
sector work settings. The data and tests we report
here are suggestive, but they are suggestive in ways
that make the studies reported above even more
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important for understanding women in work set-
tings. One way to interpret those existing studies is
that they pay attention to the broader institutions
that shape the opportunities for and constraints on
women in those settings. We applaud that attention
and believe that our research report shows how in-
stitution-free environments (like experiments) —
which do not exist in the real world — provide a
baseline to measure how institutions shape the be-
havior of real public workers in real agencies.

We want to be clear that experiments can
be useful for understanding institutional differ-
ences. Those assessments are beyond the scope of
study here but an important next step in the evolu-
tion of workplace negotiations. Obviously, some
institutional variations affect all workers the same —
and indeed, they reduce the likelihood that gender-
based perceptions can affect outcomes. But in
many cases, those variations fundamentally shape
outcomes across units and individuals (perhaps no-
where so clear as in the case of local-level bargain-
ing in small units like charter schools). Experiments
can help us predict the performance of those vari-
ations in the real world. But those predictions de-
pend on knowing upfront the baseline perfor-
mance expected from people like the women and
men who make up the public sector workforce.

Notes

1. To this list we can add the large number of
studies of gender differences in the experi-
mental psychology literature. Kray & Thomp-
son (2005) point out the difficulty of directly
comparing multidisciplinary studies because of
fundamental differences in the methodological
characteristics, and because of the nature of
principal-agency theory, we concentrate on
economic approaches. See Brown-Kruse &
Hummels (1993) for a review of relevant liter-
ature. Such research has yielded a wealth of
contradictory findings, and recent large scale
meta-analytic reviews of the literature on gen-
der differences in negotiation (Walters,
Stuhlmacher, & Meyer, 1998; Stuhlmacher &
Walters, 1999; Babcock & Laschever, 2003)
suggest that differences between men and
women in negotiation behaviors are small.

See Henrich et al., (2010) for a compelling anal-
ysis of the limitations of experimental research
that relies on Western, Industrialized, Edu-
cated, Rich, and (economically) Developed
(WIERD) subject pools from which claims
about human nature or behavior are often de-
rived.

There were other treatments in the larger study,
but they involved modifications of the game
that renders the resulting data inappropriate for
our present study.

To satisty the agent’s participation constraint,
the bonus should prevent the agent from exit-
ing: B** 2 Cui/p.

Our Trust and Benevolence scales are con-
structed to closely connect to the bargaining
problem confronting the players. When as-
sessing the principal, the agent was essentially
given the original version of the scale. When
assessing the agent, the principal was given a
version that reversed the direction of the rela-
tionship. For example, on the Benevolence
scale Mayer and Davis ask for agreement with
the statement, “Top management will go out
of its way to help me.” In the principal’s ver-
sion the wording was changed to “The agent
will go out of his/her way to help me.” Both
Benevolence and Trust were measured by five
separate items and five-point Likert-type re-
sponse scales. As Mayer & Davis (1995) also
found, the internal consistency for this scale
was quite high.

We note that in contrast to some studies, our
study controls for agent ability (which can be
related to trusting behavior) by design: the mar-
ginal efficacy of the agent is part of the experi-
mental design.

The sample sizes here are sufficient for assess-
ment by ~test rather than the use of rank-order
tests (KKendall & Gibbons, 1990). We discuss
results based on rank-order tests below.

Post hoc power analysis using G¥Power 3.1.9.2
(Faul, Erdfelder, Lang, & Buchner, 2007; Faul
et al., 2009) indicates that a sample size of 50
for each group is necessary to achieve suffi-
cient power. This suggests that our experi-
mental data is somewhat under-powered and
that our findings need to be put in perspective
as such.
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