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Cooperation in Social Dilemmas, Trust and Reciprocity

ABSTRACT

The present study attempts to conned cooperative behavior in the repeaed pay
prisoner’s dilemmawith “trusting” and “redprocd” behavior. Our goal isto seeif people
with diff erent propensities to cooperate exhibit differing degrees of trust and redprocity.
We find the subjeds who chocse to cooperate in arepeaed play prisoner’s dilemma
game exhibit higher levels of trust. However when it comesto redprocd behavior,

cooperating subjeds do nd behave diff erently than subjeds who choaose to defed.
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1. Introduction

The null hypothesis of game theory is that humans are self-interested and seek to
maximize only their monetary pay-offs or their utility which depends only onthose
monetary payoffs. However adual behavior very often deviates from this homo
economicus assumption. In recent yeas econamists have come to reaognize that
emotional dispositions or fadors sich as “trust”, and/or “redprocity” play important
rolesin strategic dedsion-making situations. SeeCox (2000, Berg, Dickhaut and
McCabe (1995, Bolton and Ockenfels (2000, Fehr et al (1993, 1996, 1997, 20p0~ehr
and Schmidt (1999, Falk and Fischbadcher (1999, Glaeser et a (2000, Gneezy et a
(2000 among others.

Consider the investment game experiment described in Berg, Dickhaut and
McCabe (1995. Thisis agame where two players are paired anonymously. One player is
designated the sender and the other player the recever. The sender is given a cetain sum
of money andtold that she can ke the entire anourt or split it with an anonymous
recever. Any amoun that the sender offersto the recaver will , however, be tripled by the
experimenter. This tripled amourt is then given to the recaver. The recaver istold that
sheisfreeto ke the entire anount or, if she wants, she can send someor al of it badk
to the anonymous ender. The game ends after this paint. The resolution d this game
using backward inductionis smple. In aone-shot version d the game, the recever
shoud na send any money bad knowing that the game endsimmediately theredter. The
sender, anticipating the recever’s dedsion, shoud send nomoney to therecever in the
first place However, adual behavior is quite diff erent from the one predicted abowe. In

Berg et d’s origina experiments, ou of an initial endowvment of $10.00,senders, on



average transfer $5.16to the anonymous recevers. Recaversin turn, instead of keeping
all the money offered to them, return nontrivial amourts. “Investments of $5.00 fad an
average paybadk of $7.17 ,whil e investments of $10.00 lad an average paybad of
$10.20" (Bergeta , 1995, pp.131L

Subsequent reseachers have come to rationali ze this deviation in the foll owing
way. The behavior of the sender in thisgameis said to exhibit “trust”. SeeCox (2000
and Gneezy et a (2000 among others. However thistrust is neither uncondtional nor
context-free bu, rather, based onexpeded redprocation by the recaver. If the sender
reposes Lmetrust in the recaver by transferring some or al of theinitial endovment of
$10.00(whichistripled by the experimenter), and the recever redprocates that gesture
by sending some money bad, then there is the potential of arriving at Pareto-superior
splits where both the sender and the recever are better off than if the sender kegos the
entireinitial endovment to herself.

Consistent with the nation d expeded redprocation, people ae often willi ng to
pay a price (forego some nontrivial monetary pay-off) to reward those who have been
generous to them or to purish thase who have behaved selfishly. This behavior is
inconsistent with the homo ecnamicus assumption and, therefore, may represent a dass
of behavior motivated by a diff erent principle, the homo reciprocans assumption. For an
overview of evidence and an excdlent discusson seeFehr & Gadter (2000. Also see
Abbink et a (2000 for distinctions between pasitive and regative redprocity (the latter
referred to as “retribution” by the authors) and hav behavior is diff erent with regard to

these.



A growing body @ research suggests that “social cgpital” as emboded in the
tendenciesto “trust” andto “redprocae” influence awide range of econamic
phenomena and adivities. La Porta, Lopezde-Silanez Shleifer and Vishny (1997,
looking at datafor a aosssedion d courtries, comment “Holding per cgpita GNP
constant, a standard-deviationincreasein trust raises judicia efficiency by 0.7,the anti-
corruption score by 0.3, bueaucratic quality by 0.3and tax complianceby 0.3 d a
standard deviation. ... Furthermore, a standard-deviationincrease in trust raises
participationin civic adivitiesby 0.7and participationin profesgonal asociations by
one standard-deviation.”. (LaPorta @ a, 1997, pp. 33pFukuyama (1995 writes at
length abou the importance of trust in fadlit ating the workings of large-scare
organizations, including governments, and the importance of trust in econamic
transadionsin the @sence of completely spedfied contrads which may na always be
feasible (such may be the cae for many transadions on the Internet for instance). See
Glaeser et @ (2000 for adiscusson d some of the relevant literature which conreds
social cgpital and various econamic phenomena. Also relevant here is the voluminous
literature on vduntary contributions medanisms. Seel edyard (1995 for areview of
pulic goods experiments where similar condtional trust, based onexpeded
redprocaion by goupmembers, comeinto play. Using the standard game theoretic
methoddogies, it is hard to explain such “trusting” or “redprocd” behavior in ore-shat
games with anonymous pairings.

We know that experimental subjedsin awide variety of experiments exhibit
nations of trust and redprocity. We dso know from the evidencein avariety of

bargaining and pubi c goods games that there ae heterogeneous subjedsin these



experiments who kehave in very different ways. In Berg et a’ s original experiments not
al the senders exhibit the same amourt of trust. Out of the 32 senders, 5 subjeds transfer
all of their $10.00to the recaver whil e 2 subjeds snd ndhing and the others snd
varying amourtsin between. Also seethe experiments by Cox (2000, Gneez et a
(2000, Abbhink et a (2000 and Mckelvey and Palfrey (1992. The question which
remains unanswered hereisthe following: Are there fundamental differencesin the value
orientation d people which makes them take very different dedsionsin identicd
circumstances which invalve trusting a stranger? Do subjed charaderistics predict the
choices that subjeds make in these experiments? More importantly, are there behaviora
cuesthat we can lookfor in order to predict asubjed’s attitudes towards trust? As
Glaeser et a (2000, pp. 84Ppoaint out “to determine whether someone is trusting, ask
him abou speafic instances of past trusting behavior. To determine whether someoneis
trustworthy, ask him if he trusts others’. Likewise we aeinterested in finding kehavioral
clues which would predict trusting kehavior in asubjed. For similar arguments abou
behavioral perspedives, seeRadlin (1989."

In order to eicit information abou subjed attitudes we turn to the Prisoner’s
Dilemma, perhaps the most studied social dilemma of its kind. Whil e individual
rationdlity, asemboded in individual pay-off maximizaion, suggests one strategy in this
game, considerations of maximizing total group payoff suggest a diff erent course. Trust
has long keen discussed in conredionwith general cooperative behavior. SeeDeutsch
(1973. Studies have dso shown it to be related to social dilemma behavior. SeeMessck

et al (1983, Parks et a (1996 and Parks and Hulbert (1995. Parks et a (1996 look at

' The feadbadk provided by an anonymous refereewas extremely helpful in formulating the aguments



how messages expressng cooperative intentions impad upontrust which in turn leads to
increased cooperation. Parks and Hulbert (1995, pp. 71pcomment, “basicdly it will be
the case that those who trust othersto “do the right thing” (cooperate) will show high
rates of cooperation ower time, compared to thaose who have low trust of others.” Pruitt
and Kimmel (1977 argue that the degreeof one’ strust in athersisthe primary fador in
long-term interdependencies. Many of these auithors, including Parks and Hulbert (1995,
Parks et al (1996, findthat higher levels of trust leal to increased cooperationin socid
dilemmes.

The present study attempts to conned behavior in the repeaed pay prisoner’s
dilemma (RPFD) with “trusting” and “redprocd” behavior. Our goal isto seeif people
with dff erent propensities to cooperate exhibit differing degrees of trust and redprocity.
It was predicted that behavior in the prisoner’s dilemma uld serve asa dueto
subsequent tendencies to trust and redprocae and the latter, in turn, would be influenced
by the nature of individuals experiencein aprior Repeaed Play Prisoner’ s Dilemma
(RPPD) game. Sedion 2 cescribesthe design d the experiment. Sedion presents the

results and sedion 4concludes.

2. Experimental Design

In the present study, 90subjeds participated in arepeaed play Prisoner’s
Dilemma (RPPD) game against a cnfederate of the experimenter. Experimental subjeds
were faceal with a Prisoner’s Dilemma Game shown in Table 1. Player #1isthe
experimenter’s confederate whil e Player #2 is the subjed. The strategies Cooperate and

Defed were re-named Red and Blue, respedively, to make them context free Each

presented here.



subjed played against the same experimenter’ s confederate. Eadh subjed got to seeonly

his or her own pay-off in ead cdl. Thisnumber is srown in bdd. Payoffs are denoted in

U.S. cents.
TABLE 1
Player #2 (Subjed)
Cooperate (Red) Defed (Blue)
Cooperate 50,50 10,80
Player #1 (Red)
(Experimenter’s
Confederate)
Defed 80,10 20,20

(Blue)

The subjeds played 10 padiceround and 20rounds for adual money. The subjeds
were not told hav many adual money rounds there would be. They were simply told that
there would be anumber of rounds and they will be informed when the game ends.

Subjeds were randamly assgned to (1) atit-for-tat (TFT) treament (60 subjeds)
and (2) arandam (RAN) treament (30 subjeds).” The TFT treament entail s cooperating
(playing Red) by the confederate on the first roundand then repeaing onroundt + 1
what the subjed played onroundt. In the RAN treament the confederate moperated or
defeded acording to pre-determined sequence based on numbers picked from the

randam number table. Here the mnfederate’ s drategy isindependent of past choices

? Howard Radnlin and associates (SeeBaker and Radlin, 1999 Brown and Rachlin 1999 and Sil verstein
et a, 1998 have caried ou extensive reseach analyzing redprocd behavior under the TFT and RAN
treament condtions.



made by the subject. Faced with TFT, the optimal strategy isto cooperate. Faced with
RAN, the optimal strategy for a subject isto defect every round.

The instructions to the subjects do not involve deception. Subjects were told that
the confederate would play according to a pre-determined strategy, which may or may not
depend on their prior choices.

Following the RPPD game, each subject took part in a modified investment game
first proposed by Berg, Dickhaut and McCabe (1995). Subjects were divided into equal
sized groups of Senders and Receivers. Each Sender was given $5.00. Each Sender was
told that they could keep the entire $5.00 or if they wished they could split it with an
anonymous Receiver. However any amount they offered to the anonymous Receiver
would be tripled by the experimenter. The anonymous Receiver then could decide to keep
the entire amount of money offered or, if she wished, could send al or part of it back to
the anonymous Sender. This latter amount is not tripled. The game then ends. For
exampleif a Sender wished to keep $2.00 out of theinitial $5.00 and offered $3.00 to the
Receiver, then the Receiver would actually receive $9.00. The Receiver can then decide if
she wishes to send any part of the $9.00 back to the Sender.

In adeviation from the original Investment Game, we had each subject make both
a Sender and a Receiver Decision. For instance Subject #1 would make a Sender decision
and offer a split to Subject #5 as the Receiver. At the same time Subject #1 would receive
asplit as Receiver from Subject #8 who is the Sender, and so on.

The following scheme illustrates the above point.



Room A Room B

Sender Receiver Sender Recelver
1 5 5 2
2 6 6 3
3 7 7 4
4 8 8 1

This preserves the one-shaot nature of the interadion since eab subjed interads
with adifferent subjed in hisor her role & a Sender and a Recever and thus thereisno
scope for reputation bulding.

It iseasy to seethat asubjed’s dedsion at the Sender stage is anon-zero sum
game sincethe Sender’ s lossis excealed bythe Recever’s gain as the split i stripled.
Thusthe wst of $1 d selfishnesshy the sender is greaer than $1for society asawhaoe
andis analogouwsto contributions to a pulic good.The seand a Receaver stage of the
Investment Game can be though of as a situation d zero-sum generosity since any
amourt sent bad to the Sender comes out of the Recever’s payoff. In this case $1
selfishnessby the recever costs exadly $1to society. The principle of backward
induction suggests that the Recever shoud send nomoney bad in the zeo-sum game
stage sincethe game ends after this point. Knowing that, the Sender, interested in
maximizing pay-off, shoud na off er any money to the Recaver in the first stage.
However as discussd before, there is a diff erent outcome of this game — ore where the
sender “trusts’ the recever and sends her some or al of the initial endovment and the

recaver “redprocaes’ that gesture by sending some money bad. In this latter outcome
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thereisthe patential for both the sender and the recever to be better off than if the sender
kept all of theinitial endovment to himself.
Procedure.

There were atotal of 90 undrgraduate participants, al of whom participated in
groups of 6 to 12in asingle-sesson experiment.

For eat sesson, participants were gathered in aroom where they had instructions
read to them regarding the mecdhanics of the RPFD game. (A copy d theinstructionsis
provided in the Appendix.) They then payed the RPPD game. Each subjed was given
two cards — ore with ared sticker and the other with a blue sticker correspondngto the
two strategies. The confederate had two similar cards as well. Each play of the RPFD
game against a subjed was acaomplished bythe mnfederate goproaching the subjed at
his table and then the cnfederate and the subjed simultaneously turning over one of the
two cardsto dsplay their choicefor that round.Subjeds were seaed far apart so that
nore of them could seewhat the others were dhoosing. Oncethe roundwas over the
subjed noted his pay-off onthe record shed and the confederate moved onto the next
player.

In the tit-for-tat treament the confederate started by choaosing co-operate (playing
red) in round land then from the next round onthe mnfederate dhose the wlor that the
subjed had chosen in the previous round.So the feedbad the subjed receved in this
treament is dependent entirely on his chaices, sinceif the subjed choosesred (blue) in
roundt then the cnfederate responds with red (blue) in roundt+1. For the randam-play

treament, prior to starting the experiments, we dhose asequence of randam numbers and
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converted them to a strategy —red o blue - depending onwhether the number was even
or oddrespedively.

The subjeds played 10 padicerounds and then 20rounds for money. They were
unaware of the total number of money rounds beforehand.

At the conclusion d the Prisoner’ s Dilemma game the subjeds were given the
instructions to the second art of the experiment. Questions were answered and then the
subjeds were broken upinto two equal sized groups. One group stayed in the same room
whil e the other groupwas gnt to an adjoining room. The subjeds were paired
anonymously. The Sender and the Recaver in eat pair were dwaysin dfferent rooms
and could na seeone aather and dd na know who they were paired with. They were
then handed the forms for recording their deasions. Dedsions made by ead Sender in
oneroom were omnweyed to the arrespondng Recever in the other room and viceversa.
The record sheets were mlledted bythe experimenter and taken from room to room.?

This concluded the experiment. The subjeds were then paid in the order in which
they had shown up.The average pay-off for the whole experiment, which lasted abou an
hou and a half, was approximately $20.00.

We ask two broad questions. (1) does the nature of the experiencein the RPFD
game dfed Investment Game dedsion-making? (2) Do the strategies adopted bythe

subjed in the RPPD game crrelate with dedsions made in the Investment Game?

* The original Berg et al experiment foll owed a doulde-blind procedure where even the experimenter was
unaware of which subjed made which dedsion. In our study whil e the subjeds are paired anonymoudly,
the experimenter does get to seethe subjeds dedsions. We did na ingtitute adoulde-blind procedure
sinceit is debatable whether adoulde-blind procedure is absolutely essential. Bolton, Katok and Zwick
(1998 comment “We find no lasis for the anonymity hypahesis...” referringto doube-blind procedures.
Roth (1995 pp. 301 comments “...there is no evidenceto the dfed that observation bythe experimenter
inhibits player 1 in ultimatum games, nor that it isthe caise of extreme demandsin dictator and impurity
games.”

12



3. Experimental Results

3a. Classification of Subjects

Thefirst step was to classfy the subjedsinto dfferent categories acording to
how the behaved in the RPFD game. For subjedsin the TFT condtion, the maximizing
strategy entail ed choasing to cooperate during ead round. This results in a pay-off of
$0.50every roundfor awhole game total of $10.00. This compares to awhole game
payoff of $4.00for adefed strategy. However, thereis an intermediate strategy that
entall s perfedly aternating between cooperate and defed. This drategy was adopted by
12 ou of 60 TFT treament participants. The strategy resultsin a payoff of $0.45every
round(1/2*(0.80+0.10, for awhale game total of $9.00.While nat as profitable athe
maximizing strategy, the dternating strategy dces quite well and can bereferred to as
“satisficing” behavior. (Simon, 1997.

Welooked at thelast 10 d the 20 money rounds to classfy participants acording
to the strategy they adopted in the RPFD game. We assumed that this was enoughtime
for the subjedsto “lean” what the optimal strategy was. Subjeds who dayed red (i.e.

cooperated) in ead and every roundare designated TFET-Cooperators (n = 14),

individuals who dayed a perfedly aternating sequenceof Red and Blue ae TFT-
Satisficers (n = 12). We combine these two groups and coll edively refer to them asthe

TFT-Maximizers. Everybodyelsei.e. individuals who consistently or most frequently

choseto defed in the last 10 rounds are TET-Non-Maximizers (n = 34).

“Wefed justified in ddngthis sncethey earn similar amourts in the RPFD game and in looking at the
dedsions made by these two groupsin the subsequent investment game, we find nosignificant diff erences
in the means of the chaices made by the two groups. For instancein the Sender stage of the investment
game, TFT-Cooperators kegp $143 and send $357 while TFT-Satisficers kegp $121 and send $379. This

13



In the RAN treatment pay-off is maximized by choosing defect in every round.
Since the confederate randomizes between Red and Blue the subject can expect to make
$0.50 in each round (1/2* (0.80+0.20)). Again we look at the last 10 rounds of the money

rounds. A subject isa RAN-Maximizer (n = 20) if he/she played the optimal strategy

(choosing blue or defect) in every one of those last 10 rounds. If a RAN subject chose to
cooperate at least once or more during the last 10 rounds then that subject islabeled a

RAN-Non-Maximizer (n = 10).

It is possible also to group individuals across both treatment groups in terms of

their cooperativeness or lack thereof. Thusthe TFT-Maximizers and the RAN-Non-

Maximizers qualify as cooperative. These are subjects who either consistently or most

frequently choose to cooperate. While RAN-Maximizers and TET-Non-Maximizers

qualify as defectors, choosing the defect option consistently or frequently.
3b. Analysis of Decisionsin the Investment Game

The first question investigated concerned the impact of treatment group
membership on investment game decision-making? Results reveal no differencesin
investment game decision-making between those individuals assigned to the TFT
treatment condition as compared to those assigned to the RAN treatment condition (t =
0.68; p-vaue = 0.49). So whether subjects take part in the TFT treatment or the RAN
treatment does not seem to act as a conditioning device. Thisresult is consistent with

those reported by Silverstein et a (1998). They reported no difference in the cooperative

difference is not significant. (t-stat = 0.357) The same istrue of their behavior in the Receiver stage of the
Investment Game. TFT-Cooperators, on average, keep 63% of the amount offered to them as Receivers,
while TFT-Satisficers keep 61%. This differenceis not significant. (t-stat = 0.215) Hence we fedl justified
in combining the two groups together into one as TFT-Maximizers.

14



behavior of subjeds previously exposed to four different RPFD condtions, including
TFT and RAN.

We did find significant group dff erences when we looked at the data & a
disaggregated level. We made the following goup comparisons: (1) TFT-Maximizersto
TFT-Non-Maximizers and (2) TFT-Maximizers to RAN-Maximizers and (3) RAN-
Maximizersto RAN-Non-Maximizers. In ead case we made comparisons for zero-sum
(i.e., the stage in which participants made the Recever dedsion) and norzero-sum
behavior (i.e., the stage & which participants made the Sender dedsion).
3b.1. Comparing TFT-Maximizersand TFT-Non-Maximizers

Zero-sum behavior. Results reveded no dff erences between maximizers and

nornmaximizers regarding the percentage of money they keep for themselves and,
conversely, the money they sendto their partner. That is, nonmaximizers kept 66% of
the money they receve and sent badk 34% to the anonymous Sender, whil e maximizers
kept 62% and sent badk 38%. t-tests ow that these diff erences are not significant (t =
0.467 not significant). Interestingly, these results are consistent with those reported by
Berg, Dickhaut and McCabe (1995. They foundthat in an experimental condtion
similar to ousreceavers keg 70% and send 30%.

A question arises asto the patential confound d diff erent amourts of money used
by individuals in making zero-sum deasions. Thisis 9 becaise of variations due to eath
participant making dedsions based oy onthe anourt originally sent to them by their
partner. However, a arrelational analysis reveded an insignificant relationship between
the anount kept (or sent bad) by the Recever and the anourt of money initially

recaved (Speaman'sr = 0.07 thisisonly for the subjedsin the TFT condtion)

15



Non-zero-sum behavior. Turning to decisions made in the Sender stage we find a very

different pattern of behavior across groups. Recall that at this stage subjects are faced
with atrade-off between maximizing their own profit (individual welfare) and
maximizing the total purse to be shared with their partner (the public welfare). In this
stage each participant made a decision regarding how to split the initial endowment of
$5.00. Maximizers kept, on average, $1.33 out of the $5.00 (i.e. 26%), and sent $3. 67
(74%). Non-maximizers, on the other hand, kept, on average, $2.03 (41%) and sent $2.97
(59%). Analysesreved that thisisasignificant difference (t = 1.79; 2-tailed p-value =
.07, 1-tailed p-value=0.03), indicating that individuals who maximized during the RPPD
game were more "generous’ with respect to making the sender decision. We also carried
out non-parametric tests to compare the distribution of the amount kept as Senders across
maximizers and non-maximizers. The null hypothesisisthat the two distributions are
identical while the alternative is that they are not. A Wilcoxon ranksum test returns a z-
value of 1.895 with a corresponding p-vaue of 0.058, showing that the values are drawn
from different distributions. Note, however, that such generosity may be the result of a
reciprocation expectation (trust) rather than motivated by atruism. Table 2 provides a

summary comparison of behavior in the non-zero-sum stage.
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TFT Maximizers TFT-Non-Maximizers

No. of subjects 26 34

Amount sent $3.67 $2.97
(Out of $5.00)

Amount Kept $1.33 $2.03
(Out of $5.00)

Per centage of Initial 74 59
Endowment Sent

Per centage of Initial 26 41
Endowment Kept

In addition to making comparisons across groups with respect to average amount
kept or sent, we also examined group differences regarding extreme contributions to the
public good (i.e., trusting behavior). Thiswas done by comparing the groups in terms of
the number of individuals who sent all of the initial $5.00 endowment. This behavior
shows atotal commitment to maximizing the purse, presumably with the assumption that
such behavior would be rewarded by the anonymous partner in the Receiver round. Of
the 26 maximizers, 13 (50%) gave away al of their $5.00, while among 34 non-
maximizers, only 7 (20%) did so. A sample proportions test revealed a significant
difference (z = 2.46 ; p < 0.02) between the groups illustrating that TFT maximizers were
more likely to make atotal commitment to the public good compared to non-maximizers.
3b.2. Comparing TFT Maximizersand RAN Maximizers

Next we compared the behavior of TFT-Maximizers and RAN-Maximizersin the
zero-sum and non zero-sum situations. The rationale for this comparison is the following.

While both of these groups of subjects engage in maximizing behavior, that behavior

17



requires very different responses. For TFT subjects maximization means consistent or at
least frequent cooperation while for RAN subjects it means consistent defection.

Zero-sum behavior. Looking at the Receiver decisions, we find no significant

differences between the groups. That is, TFT maximizers kept, on average, 62% and sent
back 38%, while RAN maximizers kept, on average, 54% and sent back 46%. This
differenceis not significant. (t-stat = 0.72)

Non-zero-sum behavior. Once again, group differences emerged with respect to

sender decisions. Out of theinitial endowment of $5.00 TFT Maximizers kept only $1.33
(26%) and sent $3.67 (74%), while the RAN maximizers kept $2.12 (44%) and sent $2.88
(56%) (t = 1.71; 2-tailed p-value = .09, 1-tailed p-value = 0.04). Thisresult, that the TFT
maximizers send more out of theinitial $5.00, is aso corroborated by the non-parametric
Wilcoxon ranksum test (z value of 1.679 with a corresponding p-value of 0.09).

Table 3 provides summary comparisons of behavior in the non-zero-sum game.

Table3

TFT Maximizers RAN Maximizers

No. of subjects 26 20

Amount sent $3.67 $2.88
(Out of $5.00)

Amount Kept $1.33 $2.12

(Out of $5.00)

Per centage of Initial 74 56
Endowment Sent

Per centage of Initial 26 44
Endowment K ept

18



3b.3 Comparing RAN maximizersand RAN Non-maximizers
Finally we made similar comparisons between RAN maximizers and RAN non-

maximizers.

Zero-sum behavior. Looking at the Receiver decisions, no significant differences
were found. (t-stat = 1.12) On average RAN non-maximizers keep back 69% and return

31% to the Sender, while RAN maximizers keep 54% and return 46%.

Non-zero sum behavior. Aswith the TFT treatment we find significant
differences in the behavior of maximizers and non-maximizersin the RAN treatment.
RAN maximizers, on average are less generous than the non-maximizers. RAN
maximizers keep back $2.12 (44%) out of theinitial $5.00 and send $2.88 (56%) while
non-maximizers keep back only $1.10 and send $3.90. (t-stat = 1.75, 2-tailed p-value =
0.09, 1-tailed p-value = 0.04)

There is asignificant difference between the amounts sent by maximizers and
non-maximizers. A Wilcoxon ranksum test returns a z value of 1.733 which is significant
at the 0.08 level. Table 4 provides summary comparisons.

Table4

RAN Non-Maximizers RAN Maximizers
No. of subjects 20 10

Amount sent $3.90 $2.88
(Out of $5.00)

Amount Kept $1.10 $2.12

(Out of $5.00)
Per centage of Initial 74 56
Endowment Sent

Per centage of Initial 26 44
Endowment K ept
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However given that there are only 10 observations in the non-maximizer category
the above results must be interpreted with caution.
3b.4. A different perspective on behavior in the Investment Game

There is one other way to organize the data. As we mentioned above TFT-

Maximizers and the RAN-Non-Maximizers may be combined to form agroup

characterized by systematic use of cooperation in the RPPD game. There are 36 such

subjects. The RAN-Maximizers and TET-Non-Maximizers, on the other hand, did not

utilize cooperation as an element of their RPPD game strategy. Rather, they hold in
common, consistent or frequent defection. There are 54 subjects who either consistently
or most frequently choose to defect. Therefore, it isimportant to investigate differences
across groups adopting these different strategies.

Zero-sum behavior. No significant differences emerge across groups regarding

decisions made in the Recelver stage of the Investment Game. t-stat = 0.68, 2-tailed p-
value = 0.49.

Non-zero-sum behavior. However in the Sender stage of the Investment Game

significant differences do occur. On average the cooperators kept $1.26 out of the initial
endowment of $5.00 and sent $3.74 to the Receiver. The defectors on the other hand, kept
$2.09 and sent $2.91. The difference between the amounts sent ($3.74 against $2.91) is
significant (t = 2.49; 2-tailed p-value = 0.014). Thisresult is aso borne out by the non-
parametric Wilcoxon ranksum test. (z-value = 2.532, p-value = 0.0113). This difference
between cooperators and defectorsis by far the strongest result that we obtain. Thus it
seems that the cooperators display a significantly higher level of trust then the defectors

do, asindicated by their willingness to contribute to the public good. We compare the
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behavior of our subjects, in the non-zero sum stage, to those in the no-history treatment of

Berg et a (1995) in Table 5 below.

Cooperators

All subjects

No. of
Subjects

36

90

60

Amount Sent

$3.74
(Out of $5.00)

$2.91
(Out of $5.00)

$3.24
(Out of $5.00)

$5.16
(Out of $10.00)

Amount Kept

$1.26
(Out of $5.00)

$2.09
(Out of $5.00)

$1.76
(Out of $5.00)

$4.82
(Out of $10.00)

Per centage of Initial
Endowment Sent

74.8

58.2

64

51.6

Per centage of Initial
Endowment K ept

25.2

41.8

36

48.4

Another interesting phenomenon is that out of 36 cooperators, 19 (53%) choseto

give away the entire $5.00 at the Sender stage of the game. However, out of 54 defectors,

only 13 (24%) did so. A sample proportions test for the equality of the two proportions

illustrates a significant difference between these groups (z = 2.95; p < 0.01). This shows

that the behavior of the two groupsis significantly different and that the cooperators seem

to exhibit a pattern of extreme commitment to the public good. Of course, this

commitment may be based on a sense of trust that the anonymous partner who benefits

from this behavior will reciprocate in some fashion.

3b.5. Discussion of the Results

The present experiment investigated the impact of prior experience in a RPPD

game, and strategic tendencies towards cooperation versus defection, on two types of

socia behavior. Trusting behavior was measured by examining the amount of money an

individual sent to an anonymous partner compared to how much they kept for
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themselves. Thiswasreferred to as the Sender dedasion. Importantly, eat subjed was
aware that the anourt sent to an anonymous partner would be tripled and that the anount
they kept for themselves would na be. Further, al subjedswere avare that their
anonymous partner, after having receved that tripled sum, would have an oppatunity to
send all, some, or nore of it badk to them. In additionto making the Sender dedsion,
ead subjed served as an anonymous partner to some other subjed and made aRecaver
dedsion. Thisdedsioninvaved determining the anourt of the tripled sum to send bad.
The percentage of the tripled sum that was eventuall y sent badk to the Sender constituted

ameasure of Redprocd behavior.

The hypaheses of the present study concerned evaluating pessble differences
regarding the trust behavior and redprocd behavior of the subjeds. The primary
questions concerned the potential impad on trust behavior and redprocd behavior of: (1)
RPPD game ndtion (TFT versus RAN), (2) RPFD game strategy (Cooperate versus
Defed), and (3) RPPD game payoff (maximizer versus non-maximizer). We dso
predicted asignificant positive relationship between trust behavior and redprocd
behavior.

RPPD game @ndtion had noeffed on subsequent social behavior during the

investor game. That is, individuals assgned to the TFT or RAN condtionsdid na differ
in terms of their trust behavior or in terms of their redprocd behavior. Thiswas
expeded because it was our belief that the fador determining trust behavior and
redprocd behavior is one's ability to conform with avail able social and econamic

contingencies. Assgnment to groups did na constitute ameasure of this variable.
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Contrary to ou expedations, RPFD game payoff was foundto be unrelated to
socia behavior during the investor game. That is, individuals who maximized their
returnsin the RPPD game did na behave diff erently than those who fail ed to maximize
their returns with regard to trust behavior or redprocd behavior in the investor game. If
welook at subjed eaningsin the RPFD game, then the median earningis $8.80.We
dedded to doamedian split and seeif the low-eaners and high eaners differed with
resped to trusting and redprocd behavior. Wefail to find any significant differencein
behavior. On average thase who made lessthan $8.80,send $3.22and kegp $1.76as the
sender in the investment game. The correspondng numbers for those who are &owve the
median is $3.23and $1.77 Asfor redprocd behavior the ones below the median keegp
badk 34% of any amourt off ered to them whil e those @ove the median kegp badk 39% of
any amourt off ered to them. The wrrespondngt-stat is-0.85with ap-value of 0.39.

This suggests that orienting ore's behavior so as to respondmost effedively to
socia or econamic contingencies is not a determinant of trust or reaprocity, as defined in
the present experiment.

We find that RPFD game strategy is related to social behavior during the
investment game. That is, with resped to trust behavior, subjeds who chose a ©operate
strategy sent more money to their anonymous partner in the Sender deasion than dd
individuals who chose adefed strategy. This behavior is consistent with maximizaionto
the degreethat an individual trusts that they will be rewarded for having increased the
amourt avail able to their partner. There were no dff erences aadossgroups with resped

to redprocd behavior.
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It was our belief that trust behavior would be determined by succesdul orientation
to avail able reinforcement contingencies, na by strategy irrespedive of payoff.
Therefore, we expeded that dthoughthe woperator groupwould include some
individuals who would engage in high rates of trust (TFT Maximizers), it would also
include individuals whowould na (RAN Non-Maximizers). We expeded the tendencies
of these groups to cancd odi.

To further clarify thisissue, we compared the trusting behavior of cooperators
versus noncooperators within the TFT and RAN conditions, respedively. As mentioned
above, we expeded TFT Maximizersto have exhibited trust in the investment game, and
for RAN Non-maximizersto na have echibited trust. Such afindingwould suppat the
ideathat trust isafunction d maximizing payoffs within the cntext that suppats
cooperation. Results of the within groups analyses, however, did na suppat this nation.
Rather, they reveded that greaer trust behavior was exhibited by bah TFT Maximizers
and RAN Non-Maximizers. Thisresult confirms that the strategy adoped--regardlessof
payoff obtained--was important with resped to subsequent trust behavior.

One last hypahesis was tested in this dudy--the relationship between trust and
redprocity. Contrary to ou prediction, we found nocorrelation between the anourt
recaved and amourt sent badck. That is, it is not the cae that subjeds who receved more
money from their partner sent badk more oncethey had an oppatunity to "reward" that
partner. If welook at the relation between the anourt of money recaved byarecever
and the percent of money that the recever sent bad then we get avery small Speaman’s
Correlation Coefficient of —0.21.Thisisnat significant but more importantly the signis

the oppasite of what is expeded. This suggests that as the money receved bythe
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recaversincrease, therecavers adually keep alarger part of it and return a smaller part
of it.

Thisfinding d alad of redprocity is borne out by previous gudies. Abhink,
Irlenbusch and Renner (2000 report that alarge fradion d the recevers (the authors cal
them Player B) who receve money behave selfishly and kegp the whole anourt. The
authors go onto say that they find strongevidenceof “retribution” or negative
redprocity, where subjeds purish a pair-member for percaved selfishness The same
subjeds, however, are naot as forthcoming in rewarding their pair-members for their
generosity. Abbink et a (2000, pp 27Lremark “redprocaionisthus much less
homogeneous than retribution”. Gneez/, Guth and Verboven (2000 also cary out the
same investment game experiment introduced by Berg et al (1995. Their findings
regarding reaprocd behavior is dightly ambiguous. Intwo o their treaments they find
paositive wrrelation between the anournts sent by the sender and those returned by the
recaver but in athird treament they find regative correlation. However Gneey et d
(2000 report greder reaprocity than in Abbink (2000 et a or in the present study.

To summarize, the present study all owed us to investigate bath the dfeds of
reinforcement and pre-existing tendencies toward cooperation a defedion onsubsequent
social behavior. They ill ustrate that redprocd behavior was unrelated to treament
condtion, game strategy, a game payoff. Resultsdid, havever, ill ustrate diff erences
aaossgroups for trust behavior. That is, individuals who adopted a woperative strategy
in the RPFD game were more trusting in the subsequent investment game. This trusting
tendency amongthis groupwas observed regardlessof whether they had been highly

rewarded for cooperation (TFT) or receved minimal reward for cooperation (RAN).

25



4. Concluding Remarks

The present study is interesting for several reasons. First it reports on a strategy
for conreding cooperative behavior and trusting behavior in the same subjed. It has been
argued that trust is crucial to the development of longterm cooperative behavior (Pruitt
and Kimmel, 1977).

In addition the study is a so interesting with regard to what it suggests abou the
relationship between trust behavior and redprocd behavior. First, these two behaviors
were unrelated to ead ather. While thisis surprising from the standpant of our original
predictions, aplausible post hoc explanation exists based onthe fad that trust behavior,
but not redprocd behavior, was predicted by RPFD game behavior.

A primary differenceregarding trust and reaprocity in the present experiment
concerns the fad that trust can be formulated as consistent with maximizing ore's own
returns whil e reaprocity cannd. Let uslookat it from the standpant of a participant.
From this perspedive, orne muld reasonthat behavingin an extremely generous or an
extremely nongenerous way is consistent with maximizing ore's return. That is, ore
could say to ore's =if, "to the extent that | send money to my partner | increase total
possble payoff thredold (from a maximum possble of $5to a maximum possble of
$15. All that is necessary for meto get a greaer return onmoney sent isfor my partner
to redizethat | deserve to berewarded for allowing hm or her to make money. After all,
| could have left them with nahing." On the other hand, reasoningin favor of non
generosity is also consistent with amaximizaion phlosophy. "I have noideawhat my
partner will do. He or she may or may nat reagnzethe benefit to themselves of me

sendingmoney. Andeven if they recognizeit, maximizing ontheir part requires nding
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me nothingin return." Therefore, the sender dedsion constitutes a homo eanamicus
dedsion. That is, regardlessof what is chasen, the deasion can bejustified with resped
to increasing ore's total payoff.

One other point needs to be gpredated here. Cooperationin aprisoner’s dilemma
game can be thought of as a self-control mecdhanism. On the one hand, cefedionincreases
the immediate rewards whil e lowering rewards in the future. Cooperation, onthe other
hand, daes not maximizerewards in any particular trial but leadsto larger rewardsin the
longterm. As Silverstein et a (1998 point out (pp. 125 “self-control is analogous to
consistent cooperation whil e impulsivenessis analogows to momentary defedion.” In a
prisoner’ s dilemma game, the subjeds alternatives are identicd to the dternatives
provided in many studies of self-control —a small er-soorer reinforcer
(defedion/impuslisivenesg versus alarger-later reinforcer (cooperatiorn/self-control). See
Radlin (1999. One could think of atrusting dedsion alongthe same lines. On the one
hand the subjed has the option d taking the money up-front — the small er-soorer reward.
Or he can repose histrust in the recever andtake asmall risk of sharing the money with
the latter in the hope of getting the larger-later reward. Though abou in theseterms, it is
not surprising that the subjeds who cooperate in the RPPD and exhibit greaer self-
control, also exhibit much higher levels of trust.

In the cae of theredprocd behavior deasion, onthe other hand, generous
behavior canna be justified from a self-interested or homo econamicus point of view.
That is, sending money badk doesin noway increases one's econamic well being, a
one's chancefor subsequent econamic well being. Therefore, such behavior is not

eoonamicd or rational in nature. Rather such behavior fallsin the caegory of being

27



dtruistic, or what we have referred to as homo redprocans. In thisway, redprocd

behavior and trust behavior, as defined in the present experiment, are not of the same

resporse dass That is, ore can be thougt of in terms of the homo econamicus
asumption, bu the other one caand.

The main insight arising from the present study is that cooperative behavior in
socia dilemmasistied closely with trusting behavior but not necessarily with reaprocd
behavior.

Bibliography:

Abbink, K., B. Irlenbusch and E.Renner, (2000, “The Moonighting Game: An
Experimental Study onRedprocity and Retribution” , Journal of Econamic
Behavior andOrganization, 42, pp. 265/7

Baker, F. andH. Radlin, (1999, “Probability of Redprocaionin Repeaed Prisoner’s
Dilemma Games’, Mimeo, Department of Psychadogy, State University of New
York a Stony Brook

Berg, J., J. Dickhaut and K. McCabe, (1995, “Trust, Redprocity and Social History”,
Games and Econamic Behavior, 10, pp. 12242.

BoltonG., E. Katok and R. Zwick, (1998, “Dictator Game Giving: Rules of Fairness
versus Acts of Kindness', Internationd Journal of Game Theory, 27, pp. 2699.

Bolton G. and A. Ockenfels, (2000, “ERC: A Theory of Equity, Redprocity and
Competition”, American Econamic Revew, 90(1), March 2000, pp. 16®3.

Brown, J. and H. Radhlin, (1999, “ Self-control and Social Co-operation”, Mimeo,

Department of Psychaogy, State University of New York at Stony Brook

28



Cox, J. (2000, “Trust and Redprocity: Implicaions of Game Triads and Social
Contexts’, Mimeo, University of Arizona.

Deutsch, M. (1973, “The Resolution d Conflict”, New Haven, CT: Yae University
Press

Falk, A. and U. Fishbader (1999, “A Theory of Redprocity”, Working Paper #6,
Institute for Empiricad Reseach in Econamics, University of Zurich.

Fehr,E., G. Kirchsteiger and A. Riedl (1993 “Does FairnessPrevent Market Cleaing?
An Experimental Investigation”, Quarterly Journal of Economics, 108, pp. 437
60.

Fehr, E., S. Gater and G. Kirchsteiger (1996, “Redprocd Fairnessand
Noncompensating Wage Differentials’, Journal of Institutional and Theoretical
Economics, 152, pp. 60&10.

Fehr, E, S.Gadter and G. Kirchsteiger (1997, “Redprocity as a Contrad Enforcement
Device”, Econometrica, 65, pp. 86&0.

Fehr, E., and S.Gadter, (2000, “Fairnessand Retali ation: The Econamics of
Redprocity”, Journal of Economic Perspectives, 14(3), Summer 2000, pp. 159
81.

Fehr, E. and K. Schmidt, (1999, “A Theory of Fairness Competition and Cooperation”,

Quarterly Journal of Economics, 114(3), pp. 817868.

Fukuyama, F. (1995, “Trust: The Socia Virtues and the Credion d Prosperity”, The
FreePress New York, NY.
Glaeser E., D. Laibson, J. Scheinkman and C. Souitter, (2000, “Measuring Trust”,

Quarterly Journal of Economics, 1153) August 2000, pp. 814846.

29



Gneez, U., W. Guth, and F.Verboven, (2000, Presents or Investment? An Experimental
Analysis’, Journal of Economic Psychology, 21, pp. 48193.

LaPortaR., F. Lopezde-Silanez A. Shleifer and R. Vishny (1997, “Trust in Large
Organizaions’, American Economic Review Papers and Proceedings, 87(2), pp.
333-338.

Ledyard, O., (1995, “Public Goods: Some Experimental Results’, Ch. 2in JohnKagel

and Alvin Roth (eds) “Handbook d& Experimental Econamics” , Princeton

University Press Princeton, NJ.

McKelvey, R. and T. Palfrey, (1992, “An Experimental Study d the Centipede Game”,
Econometrica, 60, pp. 8036.

Messck, D.M., H. Wilke, M.B. Brewer, R.M. Kramer, P.E. Zemke and L. Lui, (1983,
“Individual Adaptations and Structural Change & Solutionsto Social Dilemmeas”,
Journal of Personality and Social Psychology, 44, pp. 294309.

Parks, C.D. andL. G. Hulbert, (1995, “Highand Low Trusters Resporsesto Fea in a
Payoff Matrix”, Journal of Conflict Resolution, 394), pp. 13451

Parks, C.D., R.F. Henager and S.D. Scamahorn, (1996, “ Trust and Readionsto
Messages of Intent in Social Dilemmas’, Journal of Conflict Resolution, 40(1),
pp. 71830.

Pruitt, D.G. and M.J. Kimmel, (1977, “Twenty Y eas of Experimental Gaming: Criti que,
Synthesis, and Suggestions for the Future”, Annual Review of Psychology, 28, pp.
36392.

Radlin, H., (1989, “Judgment, Deasion and Choice A Cognitive/Behaviord

Synthesis’, W.H. Freeman and Company, New Y ork.

30



Radlin, H., (1999, “ Self-control: Beyond Commitment”, Behavioral and Brain
Sciences, v 18, 109159.
Roth, A.E., (1995, “Bargaining Experiments’, Ch. 4in JohnKagel and Alvin Roth (eds),

“Handbook ¢ Experimental Econamics’, Princeton University Press Princeton,

NJ.

Silverstein, A., D. Cross J. Brown and H. Racdlin (1998, “Prior Experience and
Patterning in aPrisoner’ s Dilemma Game”, Journal of Behavioral Decision
Making, v 11, pp. 1238.

Simon, H., (1997, “Satisficing’ in Simon, Herbert A. Models of boundd rationality.

Volume 3. Empiricdly grounded econamic reason. Cambridge and London MIT

Press 1997, pp. 2998.

31



Appendix

Subjed ID #

Instructions

Thisis an experiment in ecnamic deasion making. The National Science Foundition
and aher fundng agencies have provided funds to condict thisreseach. The instructions
are simple. If youfollow them closely and make good dedsions you can make an
appredable sum of money. These eanings will be paid to youin cash at the end d the
experiment. You shoud try and make a much money as possble. Payoffsin this
experiment are denoted in ddlars and cents.

The experiment consists of two perts.
Instructionsfor Part 1 of the experiment:

In this part of the experiment you are in aroom with several other subjeds. Each of you
will be playing a game with an experimenter for a number of periods. Don't try to guess
the number of periods. We will tell youwhen to stop. In ead period the experimenter
will make adedsion and so will you. Based onthose dedsions you will make money in
every round.The money you make depends only onthe dedsion that the monitor makes
and you make. Dedsions made by other subjedsin the room have no keaing onyour
rewards.

Y ou have been given two cards. One has a RED sticker onit and the other aBLUE
sticker. In ead roundthe experimenter and youwill simultaneously choose a ©lor - RED
or BLUE. Youwill doso by turning over one of the two cards onthe table in front you
thereby expaosing the wlor. The experimenter will also pick one of the two colorsin the
same way. The experimenter will make her choicebased ona pre-determined rule. The
experimenter’s choiceof color may or may nat depend onyour previous choices. Therule
acording to which the experimenter is making her choicewill be reveded to you at the
end d the entire sesson.

Y our payoff will be determined acwrding to the table below. The payoffsin the table ae
denoted in cents.

MY
CHOICE
XXXXXXX RED BLUE
EXPERIMENTER’S RED 50 80
CHOICE BLUE 10 20
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This meansthat if the experimenter chooses RED and you choose RED you get 50 cents.
If the experimenter choaoses RED and you choase BLUE then you get 80 cents. If the
experimenter choases BLUE and you choose RED you get 10 cents and finally if the
experimenter choases BLUE and you choose BLUE then you get 20 cents.

In eat roundthe experimenter will approach your table. When she says “PLEASE,
TURN OVER YOUR CARD NOW” —you and the experimenter will
SIMULTANEOUSLY pick one of the two colors— RED or BLUE. Youwill doso by
taking one of your two cards and turning it over on the table thereby expasing the lor.
Please try to ensure that the other subjedsin the experiment CANNOT seewhat color
you are choasing in around.Y ou canna change your color onceyou have made a toice
Onceboth of you have chosen a wlor the roundcomes to an end. When the roundends
please record your pay-off in the Record Shed.

Please take alook at the Reaord Shed on Page 4 nav. Keegp arunning total of your
eaningsin the Balance Row. In period 1your balanceis zero. In period 2your balanceis
your eaningsin period 1.In period 3your balanceis the sum of your balancein period 2
plus your eaningsin period 2and so on.Ead roundafter that will proceed in the same
way with the two of you choosing a wlor.

Please do nd communicate with the experimenter or any other subjed in the room.

Are there any questions? Please get any questions clarified before we start. Questions will
not be answered orcewe have started the experiment.

Before we start, to make sure that you undrstand haw the payoff table works please
answer the foll owing questions by filli ng in the blanks now.

If the experimenter choases RED and you choase BLUE then you ean:
If the experimenter choases BLUE and you choose RED then you ean:
If the experimenter choases BLUE and you choose BLUE then you ean:

If the experimenter choases RED and you choase RED then you ean:

Before we start the adual experiment where youwill play for money we will have 10
pradicerounds. These pradicerounds are meant to familiarize you with the game so that
you can play the game better. These rounds do nd court in so far aseaning money is
concerned. After the 10 pradicerounds the experimenter will stop and inform you that
the pradicerounds have ended and annourcethe start of the a¢ual experiment wherein
eadt roundyou will make money based onthe dedsions you make. Please use the Record
Shed on Page 4 for the pradicerounds. The Record Shed on Page 5 isfor the adual
money roundks. If you are ready then we will start the Pradice Rounds now.
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Instructionsfor Part 2;

For this part of the experiment you will be divided into two equal groups. One group will
stay in this room while the other will go to the next room.

There are two rounds to this part. In the first round every player isa SENDER. To start
with each of you (in both rooms) have $5. Y ou will not be given this money physicaly at
this point. All payments will be made at the end of the session. But $5 is added to your
balance. Y ou are free to take the entire $5 and leave along with any amount that you
earned in Part 1 of the experiment. Or if you wish you can split the $5 with an anonymous
RECEIVER that you are paired with. You will not know the identity of this player that
you are paired with. The anonymous RECEIVER that you are paired with is someone in
the other room.

Any amount of money that you offer to the anonymous RECEIVER, however, will be
tripled by the experimenter and given to the RECEIVER. That player then can take the
entire amount of money offered to him (on top of what he earned in the previous part) and
leave. Or he can decide to send some back to you, the SENDER.

Please take alook at the RECORD SHEET on Page 6 now to understand how you will
send and receive money. In Round 1 when you are the SENDER, when asked to do so,
please fill out the TOP PART of the Record Sheet on Page 6 only. If you are not sure
what to do please ask one of the monitors.

In the second round everyone is a RECEIVER. Y ou will RECEIVE a split from an
anonymous SENDER. Y ou will be told how an anonymous SENDER offered to split $5.
This person that you are paired with be in the other room and hisidentity will not be
revealed. Now you have to decide if (1) you wish to take the entire sum sent to you or (2)
whether to send anything back to the anonymous SENDER who proposed the split to you.
When asked to do so, pleasefill out the BOTTOM PART of the Record Sheet on Page 6.
When you RECEIVE the split please copy the relevant information from Boxes D-F on
Page 6 onto Boxes G-I on Page 7 for record keeping purposes. This makesit easier for
you to calculate your earnings for this part of the experiment.

NB: You will not be paired with the same person in both rounds. You will be paired
with one person thefirst time around and then with a different person the second
timearound. To clarify ideaslet us say that you are subject #1. Then you may be
SENDING a split of $5 to subject #2 while RECEIVING a split from subject #5.
None of you know who you are paired with at any point. Only the experimenter
knows that information.

Please remain in your seat till we ask you to come up and get your money. Regardless of

your decisions we will pay everyone according to ID number after everyone is done.
Are there any questions? Okay then we will start the second part now.
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RECORD SHEET FOR PRACTICE ROUNDS

ID #
MY
CHOICE

EXPERIMENTER’S XXXXXXX | RED BLUE
CHOICE RED 50 80

BLUE 10 20
Experimenter’s My Earnings
Choice Choice For Round
RED RED 50
RED BLUE 80
BLUE RED 10
BLUE BLUE 20

RECORD YOUR EARNINGS FOR THE PRACTICE ROUNDS BELOW

Round 1 2 3 4 5 6 7 8

Balance 0

Experimenter’'s
Choice

My
Choice

Earnings
For Round




RECORD SHEET FOR PART 1

SUBJECT ID #
MY
CHOICE

EXPERIMENTER’S XXXXXXX | RED BLUE
CHOICE RED 50 80

BLUE 10 20
Experimenter’s My Earnings
Choice Choice For Round
RED RED 50
RED BLUE 80
BLUE RED 10
BLUE BLUE 20

RECORD YOUR EARNINGS FROM THE ACTUAL EXPERIMENT BEL OW:

Round

1 2

3 4 5

6

7

8

9

10

11

Balance

0

Experimenter’s
Choice

My
Choice

Earnings
For Round

Round

13 14

15 16 17

18

19

20

21

22

23

Balance

Experimenter’s
Choice

My
Choice

Earnings
For Round
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RECORD SHEET FOR PART 2

SUBJECT ID #

ROUND #1. YOU ARE THE SENDER NOW. PLEASE FILL OUT THE TOP
PART

A Starting Amount

B Amount you wish to KEEP

C Amount you wish to SEND
(A-B)

SENDER: You will get the bottom part back after the RECEIVER you are paired
with has made his dedsion

SENDER DO NOT WRITE BEL OW

RECEIVER —FILL INTHE BOXESBELOW WHEN ASKED TO DO SO

RECEIVER: Please make a note of the amount you have been offered, the amount
you wish to ke and the amount you wish to send back on the next page in Boxes
G, H and |. Thismakesrecord keeping easier

D Amount you have been sent
(83timesC)

E Amount you wish to KEEP

F Amount you wish to SEND
BACK
(D-E)
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RECORD SHEET FOR PART 2

SUBJECT ID #

ROUND #2 YOU ARE THE RECEIVER NOW:

Copy theinformation in Boxes D, E and F about the offer made to you, how much
you wish to keegp and how much you wish to send back below for record keeping
pur poses

G Amount you have been sent
(3timesC)

H Amount you wish to KEEP

Amount you wish to SEND
BACK
(D-E)

THISPART ISFOR THE EXPERIMENTER'SUSE — DO NOT WRITE BEL OW!

Amount kept as SENDER in Round 1
(Enter the amount from Box B on previous

page)

Amount sent back by recever in Round 2
(Enter the amount from Box F on previous

page)

Amount kept as RECEIVER in Round 2
(Enter the amount from Box H above)

TOTAL (BoxesB + F + H) FOR PART 2

TOTAL FOR PART 1 (Copy the Balance
from Page 5 here)

TOTAL FOR WHOLE EXPERIMENT
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