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This article examines how three types of experience—personal, related others, and unrelated others—influence decision-making. We present the complexities and nuances in using these experiential sources to suggest that personal experience is preferred to the other two sources. We discuss the implications of this preference for decision-making processes, especially in contexts involving transformative outcomes. To conclude, we discuss how people rely on other experiential sources when their preferred source is limited.
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Introduction

Humans are goal-oriented creatures (Aarts and Elliot, 2012). They interpret their surroundings subjectively and use them to achieve their goals. However, environments usually provide people with more than one action option to achieve the desired results (Pezzulo et al., 2014). People weigh competing options to select those that will best help them achieve their objectives (Friedrich and Lengyel, 2016). However, this seemingly simple dynamic of decision-making is fraught with complications. These difficulties stem from the fact that the outcomes of the action alternatives occur in the future, emphasizing the role of uncertainty and chance. To navigate uncertainties and make choices, people use their cognitive resources to gather and process information (Simon, 1955; Evans, 2008). In decision-making contexts, two primary types of information are utilized: descriptive and experiential (Hertwig and Erev, 2009).

Descriptive information encompasses the immediate availability of sensory stimuli, representations of action alternatives, desired outcomes, and the specific behavioral context (Pezzulo et al., 2014). This information is easily accessible in many decision-making situations and assists individuals in the process of sensemaking, thereby facilitating an understanding of both known and unknown factors (Hertwig et al., 2018). In situations where clear data or statistics are available, descriptive information can be particularly valuable in evaluating both short-term and long-term risks. For instance, descriptive information, including market trends, company financial reports, and economic indicators, is essential for investors to make informed decisions in financial decision-making (Barberis and Thaler, 2003).

Conversely, experiential information refers to knowledge and understanding acquired through events that transcend time and space. This assists individuals in assessing their past behaviors and directing their future actions by offering them a sense of what could and could not be effective in a decision-making context (Hertwig and Erev, 2009; March, 2010; Kolb, 2014). Complex cognitive mechanisms of memory consolidation and retrieval are involved in this process (Nadel and Moscovitch, 1997). For example, an individual’s prior experiences in various work environments or with a variety of responsibilities can have a substantial impact on their future career decisions (Super, 1980; Seibert et al., 2024).

This paper primarily focuses on experiential information, investigating its subtleties and influence on decision-making processes. In particular, we will discuss three sources of experiential information: personal experience, the experience of related others, and the experience of unrelated others. We posit that decision-makers employ a hierarchical approach when seeking experiential information, as outlined in the social-circle heuristic concept introduced by Pachur et al. (2013). Initially, they depend on personal experience as the primary source. If their personal experience is inadequate, they consult the experiences of known others (related others). In the event that the information provided by known individuals is still insufficient, they will then evaluate the experiences of acquaintances or experts. This hierarchical approach is indicative of the natural progression from more immediate and reliable sources of information to broader, potentially less reliable, but more comprehensive sources.

In the following sections, we will discuss research on the use of personal experience before moving on to discuss how people utilize the experiences of related others and unrelated others when personal experience proves insufficient. By delving into these aspects, we aim to shed light on how individuals specifically navigate transformative decision contexts that fundamentally change the decision-maker’s life in ways they cannot fully anticipate beforehand.



The personal experience

Personal experience, along with intuition—often informed by such experience—is the most readily accessible source of experiential information among the three sources previously mentioned (Reed, 1996). People generally trust their personal experience, considering it a primary and useful source of experiential information for decision-making in a variety of contexts (Myers, 2007), including the making of scientific discoveries and the conduct of themselves in everyday situations (Hogarth, 2010). Although there has been considerable discourse regarding the usefulness of personal experience in decision-making (see Hogarth (2010) for a comprehensive examination), reservations regarding its efficacy are not uncommon.

Classic work by Ross et al. (1977) introduced the concept of the false-consensus effect, highlighting how people tend to overestimate the extent to which others share their beliefs and attitudes. These tendencies to overgeneralize personal experiences beyond their actual relevance significantly impact decision-making. However, Dawes (1989) argues that people’s notions about shared beliefs and attitudes could stem from valid generalizations of one’s own experiences.

More recent research suggests that people tend to process information from the standpoint of their ego (Epley et al., 2004). While, as described by the false-consensus effect, people view their own characteristics as more common than they actually are, egocentric processing of information biases people to attend to those experiences that conform to their current beliefs and desires (Epley et al., 2006). Thus, these processes raise more questions about the utility of personal experience in decision-making.

The extensive evidence on how intuitive processing of information can influence decision-making is provided by the research tradition on heuristics and biases (Tversky and Kahneman, 1974). This body of knowledge implies that individuals employ cognitive shortcuts to draw upon their personal experiences when making decisions. For instance, the availability heuristic posits that individuals typically evaluate the probability of an event by assessing the ease with which they can recall relevant examples from their personal experiences (Tversky and Kahneman, 1973).

Heuristics frequently prioritize personal experience, such as the availability heuristic, which can result in biases. For example, the representativeness heuristic may lead individuals to disregard base rates in favor of more vivid personal experiences (Kahneman and Tversky, 1972). Similarly, the affect heuristic can cause individuals to make judgments based on emotional responses to past experiences, potentially disregarding other pertinent information (Slovic et al., 2007).

While heuristics can occasionally lead to biases, they are frequently effective decision-making tools, particularly in situations where they are consistent with the structure of the information (Gigerenzer and Gaissmaier, 2011). The critical aspect is comprehending the contexts in which these heuristics are implemented and the manner in which they interact with personal experience in a variety of decision-making scenarios.

Overall, while personal experience assumes primacy as a source of information for decision-making, it has limitations, as deliberated above. People frequently encounter situations where their own experience is limited or impertinent (Dunbar, 1998). Realizing that they do not operate in isolation, individuals frequently turn to the experiences of others in their social milieu to mitigate uncertainty and make more informed decisions (Henrich, 2015). In the next section, we’ll explore how people build on the experiences of their social networks to handle complex decision-making landscapes.



The experience of related others

Individuals often rely on the experiences of others in their social networks to make decisions. This dependence on related individuals is prevalent in a wide range of situations, from everyday choices to specialized professional contexts. For example, apprentice physicians acquire the ability to accurately identify tissue specimens from their mentors (Puskaric et al., 2018). Through such sharing of experiences, individuals are able to make more informed decisions and achieve their objectives (Boyd et al., 2011).

Research on “social sampling” offers a comprehensive understanding of the manner in which individuals employ both personal and social information in their decision-making processes (Hertwig et al., 2005; Galesic et al., 2018; Pachur et al., 2013; Schulze et al., 2021). These studies investigate a variety of social sampling components, such as the manner in which individuals access and utilize personal and others’ experiences, assess their validity, and how these factors affect decision-making. For instance, Galesic et al. (2018) propose that individuals may infer characteristics of the broader population from their narrow social networks, which can result in biases in the processing of social information.

A recent study conducted by Schulze et al. (2021) offers valuable insights into the individual differences that occur in social sampling. Their research illustrates that individuals differ in their degree of dependence on various social subgroups when formulating assessments. This finding underscores the intricacy of social sampling procedures and implies that the application of social information in decision-making is not consistent across individuals or circumstances.

In a similar vein, research on meta-cognitive myopia, a cognitive bias that posits that individuals place a high value on immediate available information while disregarding broader contexts, provides further insights (Fiedler, 2000; Fiedler et al., 2023). This research posits that the quality of decisions can be influenced by the fact that individuals frequently lack a comprehensive understanding of the historical validity and nature of the social samples they employ. Additionally, research indicates that individuals’ decision-making processes are influenced by factors such as the reputation and status of the source in the referent social networks (McDonald and Westphal, 2003; Agneessens and Wittek, 2012).

In addition to the experiences of individuals in their immediate social circles, individuals also acquire knowledge from the broader social norms that influence collective behaviors in their immediate social networks (Tankard and Paluck, 2016). Social norms provide an implicit comprehension of what is appropriate in a social context; however, they can become dysfunctional if they fail to adapt to changing environmental contexts (Bicchieri, 2016). So, in order to avoid bad results, it is necessary to strike a balance between the information that individuals acquire from their peers and the relevance of this information to the specific decision context.

In sum, learning from related others’ experience helps reduce uncertainty and allows for making better decisions, particularly when personal experience is costly or difficult to source (Franz and Matthews, 2010; Grüter et al., 2010). However, using social information for decision-making is fraught with issues such as the appropriateness of weighting, meta-cognitive limitations, and the existence of maladaptive social norms. To overcome these concerns, decision-makers may rely on another layer of experiential information from those unrelated to them (Weizsäcker, 2010; Yaniv and Kleinberger, 2000). In the next section, we’ll explore how people acquire and apply experiential information from acquaintances and experts.



The experience of unrelated others

People often turn to the experiences of acquaintances, including friends, colleagues, and casual contacts, to inform their decision-making when personal experience is limited. The acquisition of information from these sources is influenced by several factors, including the structure of one’s social network. The concept of “weak ties” suggests that casual acquaintances often provide novel information not available within one’s immediate social circle, potentially leading to more informed decisions (Granovetter, 1973; Park et al., 2018; Rajkumar et al., 2022).

However, the tendency for individuals to associate with similar others, known as homophily, can affect the diversity of experiential information received (McPherson et al., 2001; Ertug et al., 2022). While this can lead to more relatable experiences, it may also limit exposure to diverse perspectives and experiences. Further, the perceived trustworthiness of acquaintances affects the weight given to their experiences (Levin and Cross, 2004; Kim and Fernandez, 2023). This can lead to information cascades, where individuals adopt behaviors based on others’ actions (Bikhchandani et al., 1992), potentially resulting in beneficial knowledge sharing or problematic groupthink (Tokita et al., 2021).

While acquaintances provide one source of experiential information, individuals also frequently seek advice from experts. Experts contribute valuable experiential knowledge gained from years of training and practice (Ericsson and Lehmann, 1996). For example, individuals often consult professional forecasters or business consultants for specialized insights (Nikolova, 2007; Nibbering et al., 2018).

The impact of expert advice, however, can be influenced by factors beyond the expert’s actual expertise. One such factor is the perceived psychological distance between decision-makers and experts (Blunden et al., 2019). This phenomenon is related to egocentric advice discounting, where individuals tend to undervalue others’ advice compared to their own opinions (Yaniv and Kleinberger, 2000).

The credibility and trustworthiness of experts have a substantial impact on the perceived value of their advice (Sniezek and Van Swol, 2001). It is also important to consider the context in which expert advice is sought. In conditions of significant uncertainty, individuals may place a greater emphasis on the opinions of experts (Bonaccio and Dalal, 2006). Nevertheless, in areas where individuals perceive themselves as competent, they may combine their own judgments with expert advice (Gino and Moore, 2007).

By leveraging experiences from both acquaintances and experts, decision-makers can access a broader pool of experiential information. However, effective use of this information requires careful consideration of various factors influencing its acquisition, interpretation, and application in decision-making processes. Understanding these dynamics can help individuals make more informed choices by optimally integrating diverse sources of experiential knowledge.

In sum, we have examined the relative benefits and challenges associated with the use of three sources of experiential information: personal, related others, and experts. While the experiences of related others and experts can provide valuable insights, they are often sought as supplements or alternatives to personal experience. However, there are certain decision contexts where even these additional sources of information may prove inadequate. This is particularly true for what we term ‘transformative decisions’ - choices that fundamentally alter one’s life in ways that cannot be fully anticipated. The following section will explore these limitations in depth, focusing on how the nature of transformative decisions creates unique challenges for decision-makers.



The limits of personal experience and decision-making

Decision-making is a complex process drawing on various information sources. The social circle heuristic suggests individuals first turn to personal experience, then to related others, and finally to acquaintances and experts (Pachur et al., 2013). This preference is influenced by factors such as information availability, access costs, and decision context predictability (Laland, 2004). However, in the context of transformative decisions, this heuristic faces significant challenges.

Paul (2014, 2015) on ‘transformative decisions’ highlights choices that fundamentally change the decision-maker’s life in unpredictable ways. These decisions are characterized by novelty, high uncertainty (Hogarth et al., 2015; Paul, 2014), and often irreversible outcomes (Fischhoff, 2015; Taleb, 2007; Hammond et al., 1998). They commit the decision-maker to a particular path with lasting implications (Gilbert and Ebert, 2002).

A prime example is choosing a career path, which involves significant uncertainty about future job markets, personal fit, and long-term satisfaction (Super, 1980). For instance, a student deciding whether to pursue a career in artificial intelligence faces uncertainty about the field’s future developments, their own aptitude for the work, and the long-term societal implications of AI (Brynjolfsson and Mitchell, 2017). The transformative nature of this decision lies in its potential to shape one’s identity, social network, and life trajectory in profound and often unpredictable ways.

In contrast, many mundane decisions are rooted in explicit outcome representations and immediate hedonic rewards (Hoffman and Nordgren, 2015). These decisions are often reversible and insignificant (Gilbert and Ebert, 2002). For example, it’s relatively simple to discard an unsatisfactory meal or switch to a preferred drink.

When making transformative decisions, individuals lack personal experience, which is typically the most reliable and preferred source of information (Hertwig and Erev, 2009). This reveals a peculiar human condition: people are deprived of their preferred information source when making the most significant decisions that shape their lives. Consequently, achieving optimal outcomes in these critical situations becomes exceedingly difficult (Gilbert and Wilson, 2007; Schwartz, 2004). This limitation of personal experience in crucial decision-making contexts presents a significant challenge for human decision-making and well-being, underscoring the complexity of navigating life’s most impactful choices.

In the absence of personal experience, people often turn to the experiences of related and unrelated others to make transformative choices (Yaniv, 2004). In some cases, individuals can efficiently incorporate others’ experiences through simple heuristics or social learning mechanisms (Hertwig et al., 2012; Rendell et al., 2010). For example, they might use the “imitate-the-successful” heuristic, where they copy the behavior of individuals who appear to be thriving, or employ social learning strategies like conformity bias, where they adopt the most common behavior in their social group.

However, effectively using others’ experiences often requires additional cognitive effort, particularly in complex or unfamiliar situations (Yaniv, 2004). This process involves assessing the relevance and applicability of others’ experiences (Medin et al., 2003), integrating potentially conflicting information (Bonaccio and Dalal, 2006), evaluating source credibility (Birnbaum and Stegner, 1979), and adapting insights to one’s unique circumstances (Bandura, 1977).

To navigate this complexity, individuals employ various cognitive strategies that, while potentially adding some cognitive load, ultimately serve to simplify and structure the decision-making process. These strategies include selectively filtering information aligning with existing beliefs (Nickerson, 1998), using analogical reasoning to apply insights from one context to another (Gentner and Smith, 2012), relying on social proof in uncertain situations (Cialdini, 2009), engaging in adaptive learning to refine their approach over time (Erev and Roth, 2014), and regulating emotional responses to maintain a balanced perspective (Gross, 2015). These processes help individuals organize and interpret the diverse array of information available from others’ experiences. The effort invested in applying these strategies often corresponds to the perceived importance of the decision (Loewenstein and Schkade, 1999).

For example, an individual considering whether to pursue a PhD program might employ these strategies by seeking out and focusing on stories from successful graduates (information filtering), comparing challenges described by current students to their own past academic experiences (analogical reasoning), examining statistics on completion rates and career outcomes (social proof), adjusting their expectations as they gather more information (adaptive learning), and managing their anxiety or excitement about the potential decision by reflecting on diverse experiences encountered (emotional regulation).

This multifaceted approach to integrating others’ experiences into one’s own decision-making underscores the nuanced and cognitively demanding nature of learning from others and effectively applying that knowledge to one’s own circumstances. It illustrates how individuals compensate for the lack of personal experience in transformative decisions by leveraging a complex interplay of cognitive strategies and social learning mechanisms.



Coda

In conclusion, while personal experience is the preferred source of information for decision-making, its absence in transformative decisions forces individuals to rely on the experiences of others. This process involves complex cognitive strategies and social learning mechanisms, highlighting the challenges and intricacies of making life-altering decisions without direct personal experience.
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