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Abstract: The article uncovers the role of aging of monetary saving proposition in its topical
mental accounting. The monetary saving propositions were formulated from the first- and the
third-person perspective to investigate whether a self-other discrepancy impacts on an aging of
saving proposition. Also, the absolute and relative amount of monetary saving was varied in two
stages (high vs. low), and two dates of the beginning of a sell-out were applied (past and present).
The discrepancy between aging of propositions formulated from the first and the third person
perspectives appears to have a different impact on the high and low relative monetary savings,
which seems to be almost opposite. A high relative saving proposition ages quicker than a low
relative one, but only when it is formulated from the first person perspective. When a saving
proposition is formulated from a third-person perspective, aging runs quicker for low relative
saving, and a high relative saving proposition seems to age slower. Correspondingly, the framing
effect is modulated by two factors: 1) aging of monetary saving proposition and 2) personal
perspective in formulation of saving proposition.
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INTRODUCTION

Studies on decision making have been
raised to an important research field, as in
modern cognitive psychology as well as in
microeconomics (Kahneman, Tversky, 1979,
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1984; Barberis et al., 2001; Frederick,
Loewenstein, O’Donoghue, 2002; Fehr,
Giéchter, 2000). Within this field the studies
on processing of temporal information in
decision making show a quite impressive
trend and they form a separate branch of re-
search in decision making (Loewenstein,
1987; Prelec, 2004; Prelec, Loewenstein, 1997;
Frederick, Loewenstein, O’Donoghue, 2002).
These studies uncover the different aspects
of influence of temporal information on deci-
sion outcome. At the same time, there is a
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number of unsolved problems, considering
the role of temporal processes in decision
making, like modeling of discounting func-
tion under different conditions, comparison
of money and time losses, difference in sub-
jective evaluation of distant and proximal
gains and so on (Frederick, Loewenstein,
O’Donoghue, 2002; Read, 2001; Soman,
2001). Among other opened questions, there
is also a newly proposed idea of multiplicity
of temporal processes involved in topical
decision making (Polunin, 201 1a), one aspect
of which will be studied here.

Another branch of studies aims to uncover
the effects caused by the consideration of
the first- and the third-person perspective
on a decision outcome (Krishnamurthy,
Kumar, 2002). Social transactions involve
both, the ability to identify with others and
the ability to distinguish ourselves from oth-
ers. The first-person-perspective (1PP) can
be considered as a basic constituent of a
“self” which enables us to model the subjec-
tive experience and shapes our behavior.
However in games, some decisions require
the ability to foresee the decision of the coun-
terpart, which can be achieved by taking the
third person perspective (3PP) on the prob-
lem situation. In our earlier study (Polunin,
2010) we have shown that an aging process
once applied to the subject and another time
to the object of the decision (candidates for
position of the president of Ukraine repre-
sented the objects) differs remarkably in ve-
locity and consequently leads to differences
in decision outcome. This finding raises the
question about the role of 1PP and the 3PP
for uncovering the time flow in topical deci-
sion making.

Introducing the idea of multitude of tem-
poral processes influencing a decision out-
come in topical mental counting, a number

of temporal processes were distinguished
(Polunin, 201 1a). The aging of proposition is
just one of them but it will be taken as the
object of the study in this paper. The main
question raised here is: How does the
change of personal perspective influence the
aging of monetary saving proposition, and
consequently, how does it impact the final
decision outcome? This attempt to uncover
the peculiarities of the aging process for the
3PP should contribute to further specifica-
tion and classification of the temporal pro-
cesses relevant for topical decision making.
The assumption is that the cognitive repre-
sentation of time flow for the first-person-
perspective (1PP) differs from that of the
third-person-perspective (3PP). Conse-
quently, each of them differently impacts the
aging of monetary saving proposition, which
leads to different decision outcomes.

In the first step, we are going to pay atten-
tion to topical mental accounting presented
from the 1PP and the 3PP in the present time
mode. In addition to the analysis of positive
responses to a saving proposition, we will
alsouse the manifestation of the framing ef-
fect in order to uncover some differences
between the topical mental account running
for the tasks formulated from the 1PP and
the 3PP. In the second step, the impact of
proposition aging on topical mental account
and the corresponding manifestation of the
framing-effect will be studied.

A Topical Mental Accounting Presented
from the First- and the Third-person-
perspective in the Present Time Mode and
Manifestation of
Corresponding Framing Effects

Tversky and Kahneman (1981) have ar-
gued that all individuals develop an account-
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ing system with which to manage the se-
quence of financial transactions that they
encounter. They proposed the experimental
Jacket and Calculator problem' to demon-
strate a topical mental account. Since that
time a number of studies have been done
aiming to uncover different aspects of topi-
cal mental accounting and the related fram-
ing effect (Levin et al., 1998; Miller, Fagley,
1991; Kiihberger, 1998). But the Jacket and
Calculator problem can be formulated not
only from the first-person-perspective (1PP),
but also from the third-person-perspective
(3PP). This variation changes the person
saving money and it must modulate the run
of topical account. Consequently, a varia-
tion in the manifestation of a corresponding
framing effect must be expected. Thus, one
of the questions to be answered is whether
the mental account shows some peculiari-
ties when a monetary saving proposition is
formulated to a third person.

IThis problem involves the purchase of an expen-
sive calculator and a cheaper jacket, as follows:
Imagine that you are about to purchase a jacket for
15 USD and a calculator for 125 USD. The calcula-
tor salesman informs you that the calculator you
wish to buy is on sale for 120 USD at the other branch
of the store, located 20 minutes drive away. Would
you make the trip to the other store? Out of a sample
of 93 college students given this hypothetical
choice, only 29% said they would make the trip. In
a second version of the problem, the prices of
jacket and calculator were changed, so that the cal-
culator was 15 USD or 10 USD at the other branch
and jacket was 125 USD in both cases. Out of 88
students presented with this version, 68% were pre-
pared to make the trip. Thus, a 5 USD change in a
high calculator price, when the jacket price was low,
produced a majority “no” choice, whereas a 5 USD
change in a low calculator price, when the jacked
price was high, produced a majority “yes” choice.
’In this study another student will be the third per-
son, so that the 1°tand the 3™ person have a compa-
rably equal monthly income.

By varying the context and experimental
design it is possible to vary the manifesta-
tion of the framing effect, as shown in many
studies (overviews by Kiihberger, 1998;
Levin et al., 1998). Also, in our previous stud-
ies (Polunin, 2009, 2011a, 2011b) we were able
toreproduce the framing effect similar to the
one described by Tversky and Kahneman
(1981). Moreover, some variations in the
manifestation of the framing effect were
found depending on the activated temporal
process. In the current study, the manifesta-
tion of the framing effect for propositions
made in the present time mode and from the
1PP will be taken as the base-line. The im-
pact of other experimental conditions on topi-
cal mental account will be considered in rela-
tion to this base-line.

A formulation ofa monetary saving propo-
sition from the 3PP changes the essence ofa
proposition in the sense that the same mon-
etary saving is proposed not to the decision
maker, but to a third person. The subject of
the decision making has to foresee the deci-
sion outcome of the third person to whom
the proposition is made. In order to under-
stand the cognitive representation of a
proposition made to a third person but run-
ning in the mind of the first person, our sub-
ject (the first person) will be asked to make a
decision instead of the third person.

A decision making about a saving propo-
sition formulated from the 1PP and the 3PP
formally means to answer one and the same
question: to act or not to act upon a saving
proposition? But cognitively this question
will be presented in two different ways. For
the task formulated from the 1PP a subject
answers the question: Is this stimulus (sav-
ing proposition) attractive enough for me?
For a task formulated from the 3PP a subject
has to answer a quite different question: Will
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the other subject (a student) go to another
shop branch to save money? To predict a
decision outcome in the last case we must
consider that the general image of a univer-
sity student in a developing country at the
so called non-elite faculties assumes an im-
plicit personal disposition to save money.
Thus, this personal disposition will be es-
sential for an average decision made in the
name of an average student.

Moreover, research provides strong evi-
dence of human overconfidence - overesti-
mating the ability and accuracy of one’s
knowledge. People provide favorable assess-
ments of their abilities that appear logically
impossible (Alicke, 1985; Dunning et al.,
1989), non-depressed students tend to have
unrealistically positive perceptions of their
skills. Thus, another student as a third per-
son in the decision making task should be
assessed as one who is not richer than the
subject him/herself. Correspondingly, the
hypothesis 1 is: a general number of positive
responses given to a monetary saving
proposition will be higher for tasks formu-
lated from the third-person perspective than
those from the first-person-perspective. The
other student must be seen as being more
ready to drive to the other store to save
money than myself. Therefore, a general ef-
fect of personal perspective on a number of
positive responses is to be expected.

The personal disposition of an average
student (3PP), in terms of saving behavior,
should erase the difference between the rela-
tive levels of monetary saving and, at the
same time, make the absolute amount of sav-
ing proposition the more salient factor. On
the other hand, it is well known that the rela-
tive amount of monetary saving is essential
for the manifestation of the framing effect in
topical mental accounting (Kiihberger, 1998;

Levin etal., 1998; Moon et al., 1999). There-
fore, for decisions made in the name of the
third person our iypothesis 2 is: because of
little importance of the relative amount of
monetary saving and the dominating role of
the absolute amount of saving proposition,
the difference in the number of positive re-
sponses to two tasks with high and low rela-
tive savings must decline, and consequently
lead to a decrease in the size of the framing
effect down to its elimination.

Linguistically, the correct assignment of
the 1PP is reflected by the use of personal
pronouns (“I”, “my”) (Gallagher, 2000;
Bermudez, 1998) and the third person per-
spective is reflected by the use of personal
pronouns (“he/she”). Thus, we are going
to manipulate a personal perspective (1PP
vs. 3PP) in decision making tasks by word-
ing the problem situation once from the 1PP
and another time from the 3PP. As the gen-
eral method we are using the experimen-
tal schema proposed by Tversky and
Kahneman (1981) in order to demonstrate
topical mental accounting in the modifica-
tion proposed in our earlier publications
(Polunin, 2009, 2011b).

Impact of Proposition Aging on
Topical Mental Account

Aging of proposition made from the 1PP.
The manifestation of the framing effect has
been described in numerous publications
(Tversky, Kahneman, 1981; Ranyard, Abdel-
Nabi, 1993; Kiihberger, 1998; Levin et al.,
1998). But these studies used tasks with
propositions formulated in the present time
mode. For the saving propositions beginning
in the past time mode, an aging process
seems to be a key factor predefining the
level of its attractiveness. Previous results
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(Polunin, 2009, 201 1b) have demonstrated a
significant framing effect for monetary sav-
ing propositions beginning in the present
time mode but an elimination of the framing
effect for saving propositions beginning in
the past time mode. Aging of a sell-out propo-
sition means that there is the possibility that
anything on sale few days ago may not be
available now. In this sense a decision to
drive to another shop to get a price reduc-
tion is kind of a risky trip. Furthermore, people
know from their life experience that items with
high price reduction are sold quicker than
items with lower price reduction. Thus, in
this study we also expect a general decline
of positive responses for a saving proposi-
tion beginning in the past time mode in com-
parison to a similar saving proposition be-
ginning in the present time.

On the other hand, different amounts of
relative monetary saving cause a different
speed of proposition aging, which predefines
the manifestation of the framing effect
(Polunin, 2011b). The results also show that
the absolute and relative levels of monetary
saving have an opposite effect on the rate of
aging. A growing absolute level of monetary
saving slows the aging of a proposition,
which is in line with the results of other stud-
ies (Kirby, 1997; Loewenstein, 1987; Shelley,
1993). But a growing relative monetary sav-
ing increases the aging process. Similarly to
our previous study (Polunin, 2011b), for the
1PP we also expect the following finding: at-
tractiveness of a high relative saving propo-
sition declines quicker than the attractive-
ness of a relatively low saving proposition,
which, in the end, may cause the elimination
ofthe framing effect.

On the other hand, the speed of aging must
be influenced not just by a relative price re-
duction, but also by an absolute level of price

reduction. According to Moon et al. (1999),
the high absolute saving can be processed
in terms of absolute value. Their results sug-
gest that there is a threshold level above
which individuals may evaluate an option in
terms of absolute value of any financial gain
rather than its relative, topical value. Thus
the higher the absolute saving is, the more it
should be valued and that should inhibit the
effect of the relative size of a price reduction.
In this sense, for high absolute savings the
aging process must be less dependent on
the relative level of saving. It might also be
assumed that an increase of absolute saving
proposition up to the threshold level should
raise the percentage of positive responses
given to both low and high relative savings,
but without essentially raising the size of the
framing effect (hypothesis 3). In order to ex-
amine this assumption, in contrast to our
previous studies, we are going to use much
higher absolute monetary savings, 40 UAH
and 60 UAH?.

Aging of proposition made from the 3PP,
Let us assume that the mental representa-
tion of a third person has its own temporal
dimension, a different one from the temporal
dimension of the subject’s own self presen-
tation. Consequently, the aging process
should be different for the subject him/her-
self and for a 3" person. Our study (Polunin,
2010) on the role of aging in electoral deci-
sion making supports this assumption. Thus,
the impact of aging on subjective evaluation
of a proposed price reduction would essen-
tially vary depending on the person-perspec-
tive given in the task formulation. Conse-
quently, a decision assigned to the third per-

SUAH or Hrivna is the national Ukrainian cur-
rency. In the previous studies were used the sav-
ings of 15 UAH, 20 UAH, and 30 UAH.
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son should differ from a decision made from
the 1PP.

For the 1PP, a decision situation can be
reflected through the following question: Will
the cheaper item (headphone) be available
to buy at the other branch of'the store or will
they be already sold out? The answer is pre-
defined by the gradient of subjective propo-
sition aging. A proposition with higher rela-
tive price reduction ages quicker than a
proposition with a lower one. This logic ex-
plains our finding on the speed of aging in
previous studies (Polunin, 2009, 2011b).
However, a positive decision for a task for-
mulated from the 3PP can be reflected through
the following question: Will another student
be inclined to save a proposed amount of
money? Will he/she go to the other shop to
save 40 UAH despite the fact that this item
went on sale 3 days ago? The change in the
readiness to risk a drive to get a price reduc-
tion should be the key factor for emerging
differences between the decision-outcomes
for the 1PP- and the 3PP-task. Consumers
are more satisfied in environments that are
characterized by low levels of uncertainty
regarding the gain in form of price reduction.
However, while consumers themselves may
be risk-averse in gaining a price reduction
proposed few days ago, do they predict oth-
ers to be similarly risk-averse? Or will others
be seen as more risk-seeking than the self?
The risk-as-feelings thesis proposed by
Hsee and Weber (1997) suggest that when
faced with options that vary in the level of
riskiness in the outcome, in our case gaining
a price reduction, people base their choices
on their feelings toward the risk. They be-
lieve that decision makers are only partially
able to use feelings as a factor when estimat-
ing the risk preferences of others, especially
abstract others, because of the inherent dif-

ficulty in empathizing with the feelings of
others. Given that people are themselves
largely risk-averse in their gaining decisions
(Kahneman, Tversky, 1979) and only partly
able to empathize with the risk feeling of oth-
ers we could assume (hypothesis 4) that
people would be less risk-seeking when the
decision context is self-focused than when
it is other-focused. According to this assump-
tion we could expect: 1) for the tasks formu-
lated from the 1PP, a usual high aging of
propositions with high relative price reduc-
tion and a low aging for propositions with
low relative saving; 2) for the tasks formu-
lated from the 3PP, a speed of aging of high
and low relative savings can be the same or
even become inverse, so that a proposition
with high relative price reduction ages slower
than a proposition with a low relative sav-
ing.

In order to examine the list of assumptions,
we first have to reproduce a classical fram-
ing effect similar to the one described by
Tversky and Kahneman (1981). Thereafter
the contribution of an aging process and its
variations depending on the 1PP and the 3PP
and the absolute and relative levels of mon-
etary saving will be studied.

METHOD
Design

The study was carried out at the Technical
University of Kyiv, Ukraine. Subjects were
randomly assigned to the each version of
the task. Each subject solved only one deci-
sion problem. As well as their choices people
were asked to indicate their age and sex. The
experimental task was adapted from the
“Jacket and Calculator” problem (Tversky,
Kahneman, 1981) and was similar to the tasks
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Table 1. Experimental conditions. The original prices were 1190 UAH and 180 UAH for
the price reduction of 60 UAH, and 790 UAH and 120 UAH for the price reduction of 40

UAH

Time mode and | 1% person perspective, relative saving | 3" person perspective, relative saving
absolute saving saving 5% saving 33.3% saving 5% saving 33.3%
Present, 0 days, | 1190-60=1150 | 180-60=120 | 1190-60=1150 | 180-60=120
60 UAH UAH UAH UAH UAH
Past, 3 days, 1190-60=1150 | 180-60=120 | 1190—60=1150 | 180-60=120
60 UAH UAH UAH UAH UAH
Present, 0 days, 790 — 40 =750 120 -40=280 790 — 40 =750 120 -40=2380
40 UAH UAH UAH UAH UAH
Past, 3 days, 790 — 40 =750 120 -40=280 790 — 40 =750 120 -40=2380
40 UAH UAH UAH UAH UAH

used in our previous studies (Polunin, 2009,
2011). According to the raised assumptions,
the absolute and the relative amount of mon-
etary savings were taken as the independent
variable. Each of them varied in two stages,
the high and the low one. The amount of
money to be saved was 60 UAH and 40 UAH*.
The relative amount of monetary saving var-
ied between 33.3% and 5%. The time mode
for the beginning of a sell-out varied in two
stages: past, and present. The temporal dis-
tance varied between 0 and 3 days. The tem-
poral distance with zero days represents the
present time mode. The 3 days temporal dis-
tance was used for the past time mode. Ad-
ditionally, there were task wordings given
from the first- and the third-person perspec-
tive. All together there were sixteen versions
of the same basic scenario: time mode (past,
now) x two versions of task wording (33.3%
and 5% of relative price reduction) X two lev-
els of absolute price reduction (60 UAH and
40 UAH) x two versions of person-perspec-

“At the time of data collection the exchange rate
in Kyiv was about 8.03-8.06 UAH for 1 USD,
and about 10.56-10.70 UAH for 1 EUR.

tive (1PP vs. 3PP), see Table 1. A subject’s
decision outcome was taken as the depen-
dent variable showing his/her readiness to
accept a saving proposition. We used a be-
tween subjects design typical for this kind
of studies (Tversky, Kahneman 1981;
Kiihberger, 1998; Levin et al., 1998).

Materials

Written versions of the problem were pre-
pared in Ukrainian. A similar wording was
used in each case and only the amount of
money to be saved and the temporal param-
eters of the situation were changed. The
tasks for the 1PP were similarly formulated
as in our previous studies (Polunin, 2009,
2011). The tasks for the 3PP were given as
illustrated below. The participants were asked
to predict what the other student would de-
cide.

The third-person perspective in the
present time mode condition.

Task 1
Please, imagine the following situation, and
make a decision about it.
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Imagine that a student from the same class
year comes to an electronics store and is
about to purchase:

headphones for 790 UAH

and a microphone for 120 UAH.

The student chooses the headphones, but
a shop assistant informs him/her that the
same headphones are on sale for 750 UAH
at the other branch of the store, located 20
minutes drive away.

Would the student make the trip to the
other store? (mark one box)

YESO NoO

Task 1

Please, imagine the following situation, and
make a decision about it.

Imagine that a student from the same class
year comes to an electronics store and is
about to purchase:

headphones for 790 UAH

and a microphone for 120 UAH.

The student chooses the headphones, but
a shop assistant informs him/her that the
same headphones went on sale 3 days ago
for 750 UAH at the other branch ofthe store,
located 20 minutes drive away.

Would a student make the trip to the other
store? (mark one box)

YESO NoO

Task 2 for the past and present time condi-
tions was similarly formulated but for 33.3%
of price reduction. For the past time mode
condition the following formulation of deci-
sion situation from the 3PP was used.

Subjects

1152 students (72 subjects for each of the
16 experimental conditions) between the ages

of 17and 26 (mean age 19.75 years; 76% males
and 24% females) participated in the experi-
ment. The participation was voluntary and
unpaid. Each subjectsolved onlyone decision
problem and none ofthe subjects participated
inthe experimentrepeatedly. The number per
session ranged from 9 to 32 subjects.

RESULTS

The percentage of positive responses to a
saving proposition within each experimental
condition is presented in Table 2. But before
examining our hypotheses concerning the
framing effect, the main effects of certain
single factors were checked in order to dem-
onstrate the general tendencies in decision
making under given experimental conditions.
A main effect of time mode was found (past
vs. present), Pearson y*=57.4, df=1,p <
.001. Thus, we can speak about a general
decline of positive responses in the tasks
with sell-out beginning in the past. The num-
ber of positive responses for a saving propo-
sition in the present time mode, the overall
condition was 65.97%, but for wording of a
sell-out in the past time mode it reaches only
43.75%. Obviously, such loss of saving
proposition attractiveness is caused by the
aging as a temporal process. Based also on
our previous studies (Polunin, 2009, 2011b),
we may affirm that the farther in the past a
saving proposition is made, the riskier it is to
act upon this proposition now.

According to our assumption we have
found the main effect of the personal per-
spective. A general number of positive re-
sponses given to a monetary saving propo-
sition is higher for a task formulated from the
3PP (59.9%) than for the one from the 1PP
(49.8%), ¥*=11.8,df=1,p=.001. Therefore,
for over all conditions, hypothesis 1 is true.
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We also analyzed the impact of the amount
of monetary saving on decision outcome.
The main effect of absolute level of mon-
etary saving, (60 UAH vs. 40 UAH) for over
all conditions did not reach the level of sig-
nificance (y*=1.4,df=1, p=.23). Thus, an
increase of absolute saving proposition from
40 UAH to 60 UAH did not lead to a signifi-
cant rise of the percentage of positive re-
sponses. Obviously, both 40 UAH and 60
UAH savings are quite high for our subjects
and therefore they cannot have a differential
impact on the decisions made. But the rela-
tive level of monetary saving (5% vs. 33.3%
saving) shows a significant impact (y>=22.4,
df=1,p <.001). Over all the data, 61.8% of
“yes” responses were given to 33.3% sav-
ing, while just 47.92% of “yes” responses
were given to the 5% saving.

The analysis of a gender effect under par-
ticular experimental conditions has shown
the following results: no significant effect
for the 1PP-condition in the present time
mode (y*< 1, df = 1, p = .46), and past time
mode (¥*< 1, df=1, p=.46) and for the 3PP,
in the past time mode ()< 1, df=1, p=.87).
But for the 3PP-wording in the present time
mode a gender effect was marginally signifi-
cant (x*=1.9, df=1, p=.058). Such finding
goes well along with our earlier results.

People are found to believe that others
process time flow quite similarly to their own.
A three days aging of a proposition caused
almost in all cases, in the 1PP as well as the
3PP, a significant loss of saving proposition
attractiveness. Only the aging of 40 UAH
given as 33.3% ofrelative saving for the 3PP
did not reach the level of significance (Table
2). On the other hand, an impact of aging on
arun of topical mental account must be seen
not through a direct comparison of decision
outcomes but through change of positive

responses caused by aging. This change can
be described as the difference in the number
of positive responses between the corre-
sponding past and present time wordings
(Table 2). Also, the difference in the manifes-
tation of the framing effect for the tasks pre-
sented from the 1PP and 3PP serves as a fine
measure for an impact of aging on the run of
a topical mental account.

First Person Perspective. Comparing two
versions of proposition wording (33.3% and
5%) in the present time mode, a significant
framing effect was found for the problems
formulated from the 1PP (for 60 UAH *>=6.8,
df=1,p=.009 and for 40 UAH y*=5.6, df=
1, p =.018), which is the classical framing
effect described in previous studies
(Tversky, Kahneman, 1981; Polunin, 2009).
However, for the present time mode no sig-
nificant framing effect was found under the
3PP-condition. In both cases, for 60UAH and
40UAH savings, we found no significant dif-
ference between the responses given to 5%
and 33.3% ofrelative savings, y*< 1, see Table
2. This finding is in line with the assumption
made in hypothesis 2. A subject making a
decision in the name of the third person con-
siders rather the absolute saving as the main
factor for acting upon a personal disposi-
tion to save. Consequently it leads to the
elimination ofthe framing effect.

A decrease of the framing effect for the
1PP tasks under the past time condition was
assumed down to its full elimination. The
results show that attractiveness of a high
relative saving proposition (33.3%) declines
quicker than attractiveness of relatively low
saving proposition (5%), which finally causes
adescending framing effect for 60 UAH sav-
ing (from 20.8% down to 16.7%) and the elimi-
nation of the framing effect for 40 UAH sav-
ing (from 19.5% down to 8.4%). This finding
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Table 2. The percentage of positive responses for each experimental condition*

Time mode 1% person perspective 3" person perspective

and absolute saving saving size of saving saving size of

saving 5% 33.3% framing 5% 33.3% framing
effect, %, effect, %,
signif. signif.

Present, 54.2% 75% 20.8% 69.4% 76.4% 7%

0 days, =68, Y<l,

60 UAH df=1 non sign.
p=.009

Difference in | A=20.9% | A=25% A=30.5% | A=20.8%

%of“yes” | =635 | /=296, =135, |1 =696,

between df=1 df=1 df=1 df=1

Presentand | p=.018 p=.003 o p<.001 p=.013 o

Past

conditions

Past, 33.3% 50% 16.7% 38.9% 55.6% 16.7%

3 days, L =41, =4, df=1

60 UAH df=1 p=.04
p=.04

Present, 47.2% 66.7% 19.5% 68.1% 70.8% 2.7%

0 days, L=56 v<l,

40 UAH p=.018 non sign.

Difference in | A=15.3% | A=26.4% A=278% | A=11.7%

%of“yes” | y'=3.5 =10, £=111 | =196,

between df=1 df=1 df=1 df=1

Presentand | p=.08 p=.003 o p=.001 p=.22, —

Past non sign.

conditions

Past, 31.9% 40.3% 8.4% 40.3% 59.7% 19.4%

3 days, =108, L =54,

40 UAH df=1 df=1
p=23, p=.02
non sign.

* Size of framing effect was calculated as the difference between the corresponding conditions
with 33.3% and 5% savings. Aging of proposition is presented by the difference in % of “yes”

between Present and Past conditions

is in agreement with our previous studies
(Polunin, 2009, 2011b). A descent of framing
effect can be explained in this case through
a quicker aging of a higher relative saving

proposition. It is possible that the rather high
price reduction of 60 UAH reached the up-
per threshold level, when the absolute level
of price reduction matters more than the rela-
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tive one. Thus, only a decrease but not the
full elimination ofthe framing effect was ob-
served. A difference in the aging rate of two
absolutely equal but relatively different sav-
ing propositions, as shown in this study as
well, seems to be sufficient for an essential
weakening of the framing effect up to its en-
tire elimination.

Hypothesis 3 assumed that the higher the
absolute saving is, the more it should be
valued and thus it should inhibit the effect
of relative price cut. As we can see from Table
2, for the 60 UAH saving, the 1PP, and the
present time condition the number of “yes”
for both 5% and 33.3% saving is higher than
for the corresponding 40 UAH price cut. At
the same time, the size of the framing effect
is almost equal —20.8% for 60 UAHand 19.5%
for 40 UAH. An increase of absolute saving
proposition up to the high level raises the
percentage of positive responses given to
both low and high relative savings, but with-
out the essential rise of the framing effect. In
contrast, for the 3PP in the present time con-
dition the number of “yes” responses is al-
most equal for low and high relative and ab-
solute price reduction, having as a conse-
quence the elimination of the framing effect.

The aging process for 60 UAH absolute
savings proposed to the first person seems
to be less dependent on the relative level of
the saving. The loss of proposition attrac-
tiveness for 5% and 33.3% of the price cut
correspondingly equals 20.5% and 25%,
whereas for 40 UAH of absolute saving the
corresponding differences between the
present and past time conditions equals
15.3% and 26.4%.

For the Third-Person Perspective, the im-
pact of aging on the manifestation of the fram-
ing effect seems to show an opposite pat-
tern (Table 2). The attractiveness of high rela-

tive saving proposition (33.3%) declines
slower than the attractiveness of relatively
low saving proposition (5%). Finally result-
ing in a pronounced framing effect under the
past time condition. This pattern holds for
both 40 UAH and 60 UAH savings. In other
words, the propositions made from the 1PP
and 3PP demonstrate an essential discrep-
ancy in the aging rate depending on the rela-
tive level of monetary saving. Aging of propo-
sition formulated from the 1PP leads to a
rather converging trend of positive re-
sponses and consequently to the elimina-
tion of the framing effect, whereas the tasks
formulated from the 3PP show an divergent
tendency in the number of “yes” responses
given to high and low level relative savings
and finallyto a rise in the framing effect (Fig-
ure la, b, ¢, d).

When subjects are faced with options that
vary in the level of riskiness of the outcome,
in our case getting a price reduction proposed
in the past, they base their choices on their
feelings toward the risk. Furthermore, let as
agree that an old price cut by 5% is a less
risky proposition than an equally old 33.3%
price cut. Considering the difference in ag-
ing between the 5% and 33.3% saving propo-
sitions, it might be concluded that people
seem to be less risk-seeking when the deci-
sion context is 1PP-focused than when it is
3PP-focused. According to our assumption,
for the tasks formulated from the 1PP we
found the usual high aging of propositions
with high relative price reduction and a low
aging for propositions with low relative sav-
ing. But for the tasks formulated from the
3PP, the speed of aging of relatively high
and low of propositions got inversed, so that
a proposition with high relative price reduc-
tion aged slower than a proposition with a
low relative saving. The clear framing effect



134

STUDIA PSYCHOLOGICA, 55,2013, 2

1PP, Saving 60 UAH

% of "yes"

Relat Price Reduc
- -,

3PP, Saving 60 UAH
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Figure 1d

Figure 1a, b, ¢, d. The changes in the number of “yes” responses by transition from the
present to past time condition. Figures 1a and 1b present the results for 1PP-tasks, whereas
Figures 1c and 1d present the 3PP-tasks. Aging of saving proposition is presented by the
difference between the present and past conditions. An angle between each line and
horizon reflects a corresponding speed of proposition aging
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for the 3PP tasks under the past time condi-
tion helps to demonstrate this property of
aging. It also speaks for the truth of hypoth-
esis 4. Thus, in accordance with the risk-as-
feeling thesis (Hsee, Weber, 1997), we ob-
served greater aging of higher relative price
reduction for task wordings from the 1PP, as
opposed to the 3PP task wordings, where
lower relative savings showed greater ag-
ing. People seem to be less risk-seeking when
they make their own decisions than when
they predict the decisions of others in simi-
lar environments.

Analyzing the differences for the 1PP and
3PP conditions for each level of relative sav-
ing, we can speak about a discrepancy be-
tween the aging of 1PP and 3PP monetary
saving propositions (Table 2). But such com-
parison does not give the exact picture of
the aging process for each one unit of money
(1 UAH) for its each day of being in a saving
proposition. Thus, the influence of absolute
and relative price reduction on the aging rate
was recalculated for each 1 UAH proposed
to be saved, similarly to what was done in
our previous study (Polunin, 2011b). This

recalculation corresponds to the approach
in the calculation of discounting rate used in
the discounting utility theory (Frederick,
Loewenstein, O’Donoghue, 2002; Prelec,
Loewenstein, 1997). Calculating the speed
of proposition aging for each past day and
for each 1 UAH of price reduction we get the
following results (Table 3). Calculation was
done using the formula: (difference in % of
“yes” between the present and the past time)
: 3 days of waiting : absolute amount to save
=[%/(UAH/day)].

The results for the 1PP seem to go along
with our previous study (Polunin, 2011b). If
the percentage of “yes” responses is con-
sidered as the level of attractiveness of the
sell-out proposition, then each 1 UAH losses
the attractiveness quicker for 40 UAH than
for 60 UAH price reduction, given that both
of them belong to the same level of relative
price reduction. The higher the absolute sav-
ing, the higher its value and smaller its rate
ofaging. This result is in agreement with the
findings of Kirby (1997), Loewenstein (1987),
and Shelley (1993) who have shown that
large outcomes are discounted at a lower rate

Table 3. The rate of aging of 1 UAH proposed for the saving depending on the absolute
and relative price reduction. Upper part of the table presents the results for the 1PP and the

lower part presents the results for the 3PP

Relative price reduction
IPP 5% 33.3%
40 UAH 15.3% : 3days : 40 UAH = 26.4% : 3days : 40 UAH=
Absolute price 0.127% for each 1 UAH/day 0.22% for each 1 UAH/day
reduction 60 UAH 20.9% : 3days : 60 UAH = 25% : 3days : 60 UAH =
0.116% for each 1 UAH/day | 0.139% for each 1 UAH/day
3PP 5% 33.3%
40 UAH 27.8 % : 3days : 40 UAH = 11.7% 3days : 40 UAH =
Absolute price 0.232% for each 1 UAH/day | 0.097% for each 1 UAH/day
reduction 60 UAH 30.5% : 3days : 60 UAH = 20.8% : 3days : 60 UAH =
0.169% for each 1 UAH/day | 0.116% for each 1 UAH/day
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than small ones. At the same time, our previ-
ous (Polunin, 2011b) and current results
show that a smaller relative price reduction
ages slower than a higher relative price re-
duction, provided that both belong to the
same level of absolute price reduction. How-
ever, this is not the case for the 3PP.

For the saving propositions formulated
from the 3PP (Table 3), each 1 UAH losses
its attractiveness more when it is proposed
for saving in the condition with low relative
price reduction than when it is proposed for
saving under high level of relative price re-
duction. The latter fact could explain the ap-
pearance of the framing effect under the past
time condition (see Figures 1c and 1d). Gen-
erally for 3PP, we can conclude that the higher
the difference in the rate of aging of two
propositions, the quicker the framing effect
for tasks with sell-out beginning in the past
time mode. The asymmetry in aging between
the 1PP and the 3PP in relation to the propo-
sitions with 5% and 33.3% relative pricere-
duction can also be interpreted as an argu-
ment for hypothesis 4.

DISCUSSION

The temporal processes involved in the
development of a cognitive representation
of a monetary saving proposition shape its
mental “life history” and a correspondingly
its subjective evaluation. For the saving
propositions beginning in the past, an age-
ing process seems to be a key temporal pro-
cess influencing subjective attractiveness of
the proposition, predefining a decision out-
come and the manifestation of the framing
effect. We examined how decision behavior
in getting a price reduction varies depend-
ing on whether the choices are self-focused
or other-focused. Our ability to represent our

own and another’s thoughts concerning time
may be intimately tied together, but under
certain conditions this ability results in quite
different decision outcomes. The difference
in the manifestation of the framing effect for
sell-outs beginning in the past points to a
self-other discrepancy, in that people report
lower risk readiness themselves than they
think the others would. This finding is in
agreement with a study by Krishnamurthy
and Kumar (2002), who have shown similar
self-other discrepancies but in waiting time
decisions.

Based on the available results, the previ-
ously introduced idea of multiplicity of tem-
poral processes and the proposed classifi-
cation of temporal processes (Polunin, 201 1a)
become part of a further development. This
experiment is the first step in distinguishing
between the temporal processes represented
from the first- and the third-person perspec-
tives. The discrepancy between aging for the
first- and the third-person perspectives ap-
pears in their different impact on the high
and low relative monetary savings, which
seems to be almost opposite. A high relative
saving proposition ages quicker than a low
one, but only in the case when it is formu-
lated from the first person perspective. For a
proposition formulated from a third person
perspective, aging runs quicker for a low rela-
tive saving, and a high relative saving propo-
sition seems to age slower. These different
properties of a proposition aging given from
the first- and the third-person-perspectives
provide the ground for labeling them as two
different processes. The described differ-
ences between the first- and the third-per-
son perspectives on the representation of
aged proposition could be of interest for
development of financial products as well as
for advertising of sell-outs. Briefly, the dis-
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tinguished temporal processes mean that a
subjective value of unit of money (1 UAH)
proposed for saving varies differently at the
very same time distance, depending on the
activated temporal processes.

The described differences in the manifes-
tation of the framing effect could be of inter-
est for modeling of behavior in games and
other human interactions. This and previous
studies show that the framing effect for the
first-person perspective declines in the past
time mode up to its total elimination. But
opposite from the third-person perspective,
the framing effect begins to grow in the past
time mode and is eliminated in the present
time mode. Knowledge about such discrep-
ancy could be useful in the prevention of
mistaken forecast of individual behavior.

Finally, there is a limitation to our study
that should be addressed in future work.
Aging as a temporal process was connected
to a risk-feeling, but the design of our study
did not allow explicitly to measure the level
of risk-feelings. We just assumed that risk,
not to get a wanted item at the reduced
price, rises with growing time distance be-
tween the present time moment and the
beginning of a sell-out. Future work in this
area should examine, in a more direct way,
this interconnection between a subjective
perception of risk “not to get an item” and
time distance.

Received November 28, 2012
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STARNUTIE NAVRHU PENAZNEJ USPORY Z POHI’ADU PRVEJ A TRETEJ
OSOBY AKO FAKTOR REGULUJUCI EFEKT RAMCOVANIA

O. Polunin

Stihrn: Clanok odhaluje Glohu navrhu pefaznej Gspory v aktudlnom mentalnom uétovani. Navrhy
pefiaznej Gspory boli formulované z pohl'adu prvej a tretej osoby tak, aby skiimali ¢i, ma rozdiel
self-other dopad na starnutie navrhu Uspory. Menila sa tieZ absolutna a relativna vyska penaznej
Gspory na dvoch urovniach (vysoka vs. nizka), a pouzili sa aj dva datumy zaciatku vypredaja
(minulost’ a pritomnost’). Rozdiely medzi starnutim navrhov formulovanych z pohladu prvej
a tretej osoby maju zjavne odlisny dopad na vysoku a nizku relativnu peflazna usporu, ktoré st
takmer protikladné. Vysoky relativny navrh uspory starne rychlejsie ako nizky relativny, ale len
z pohl'adu prvej osoby. Ak je navrh Gspory z pohladu tretej osoby, starnutie je rychlejSie v pripade
nizkej relativnej uspory a vysoky relativny navrh uspory starne pomalsie. Zhodne s uvedenym,
efekt ramcovania reguluju dva faktory: 1) starnutie navrhu pefiaznej Uspory a 2) osobny uhol

pohladu na formulaciu navrhu Gspory.



