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Abstract

This paper reports the results of informational cascades experiments
where two diffeerent decision-making systems, anti-seniority and seniority
are investigated. By implementing heterogeneous signal qualities asso-
ciated with the fixed order of decisions I compare the property of each
system and examine heuristics human subjects use. Major findings are
the following: (1) complete cascades occur more frequently in seniority
than in anti-seniority, (2) seniority is more efficient than anti-seniority,
but it increases the risk for creating negative cascades, (3) for both sys-
tems, rational complete cascades occur less frequently than those which
the Bayesian theory predicts, (4) subjects in seniority put equal weight
on private signals and on predecessors ' predictions whereas those who in
anti-seniority put more weight on private signals than on predecessors’
predictions, (5) by analyzing deviations from Bayesian posteriors, both
overconfidence and underconfidence are identified, and (6) the anchoring
effect is verified in deviations by overconfidence, but is not verified in
deviations by underconfidence.
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