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Abstract

This thesis consists of six essays related to @xpetal investigation of social preference.
We investigate the effects of a pure income eftecsocial preference in the first essay. In
the second essay we explore the effects of gendealtruism and the corresponding
anticipation behavior. The third essay discusse®tfects of different type of rebate schemes
on altruistic behavior. We study the effects okalrand a minimal identity on initiation and
escalation of conflict in the fourth essay. Théhfiéssay investigates the effects of social cues
in (anti) social behavior. The final essay teste #ffects of pure framing on altruistic

behavior.
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Chapter 1 Introduction

The thesis consists of six essays investigatingtioeal preference.

In Chapter 2, Impure Altruism or Inequality Avermsith An Experimental
Investigation Based on Income Effects, we investighe consequences of a pure income
effect on the altruistic behavior of donors. Indguaversion theories predict either no effect
or a decrease in giving, whereas impure altruiseom predicts an increase in giving with an
increase in the common income of donor and receiVéeoretical predictions being
contradictory, we run a dictator game in which vaeeywthe common show-up fee of both the
dictator and the recipient, while keeping an esmaount to be shared the same. The results
are in line with the prediction of the impure alsm theory.

Chapter 3, Altruism, Anticipation, and Gender, dsses Altruistic behavior,
anticipation and the gender difference. Overalllweehg depends both on payoffs and related
anticipation, but it is not explored whether aktidc behavior as well as anticipation about the
same may differ across gender and across incoreésla¥e study altruistic behavior and the
corresponding anticipation under income effect witftocus on gender. In a dictator game we
vary the common show-up fee of both the dictatat tre recipient, keep the amount to be
shared the same, and incentivize recipients taipate the amount given. Overall, female
dictators give more than their male counterpartsleVrecipients, on average, anticipate
higher amount than what males dictators give; fesmdb not show such pattern. The results
reiterate the differences in altruistic behaviod anthe sense of entitlement across gender.

In Chapter 4, An Experimental Investigation of GtyaRebates, we experimentally
investigate the effects of the sources of rebabesctiarity donation. Subjects first play a
repeated public good game (PGG) with either a lowa bigh endowment and then have an
option to donate to a charity. They may receivetelon their donation either exogenously
(from the experimenter) or endogenously (from thelie account of the PGG), or rebate
might not be available. When the PGG Endowmentllé&vdow, the endogenous rebate
scheme has a negative effect on giving. The exagenebate scheme, however, does not
have any such effect. If the Endowment level ishhasnd the rebate is endogenous, then
other-regarding preferences become salient andt hgosharity donation. Females donate

more than males, but only under the endogenouderaitheme. These results shed light on



the effects of the rebate schemes on differentnmecand demographic factors, and provide
with relevant policy implications.

Chapter 5, Identity and Group Conflict, experimégptanvestigate the hypotheses
formulated by Sen (2007) that the salience of amtitly increases conflict but salience of a
mere classification may not do so. Accordingly, test the effects of real and minimal
identity in group conflicts. In the baseline treatmtwo three-player groups - one consisting
of East Asians, and the other consisting of Whitpkyy a group contest, but no information
about the group composition is revealed. In theimmah identity treatment the same
experiment is run, but each group is arbitrarilyegi a different color code. In the real
identity treatment the racial composition of theugs are revealed. We find that in all three
treatments subjects expend significantly more eftoan the Nash prediction. However,
efforts are significantly higher in the real idéytireatment than the baseline. Minimal
identity does not show such an increase in effdrss result is derived mainly due to the
increase in effort expended by females across Irgetaups, but there is no difference in
incremental effort by race for either minimal oalraentity.

In Chapter 6, Eye-image in Altruism Experiments: Social Cue orp&mxmenter
Demand Effect?, we focus on the effect of the preseof an image of eyes on altruistic
behavior in a lab. It is observed both in econonaind in psychology experiments that the
presence of an image of a pair of eyes may resufiigher level of altruistic behavior by
subjects. It is hence concluded that the eye-insagees as a ‘social cue’. We test this against
an alternative hypothesis that the higher altrumsay occur since the eye-image triggers an
experimenter demand effect that is in the samectilire with perceived altruism. We run a
‘Taking game’ with and without eye-image in whidketrecipient owns some amount, and
the dictator can take a part of that. In such & ¢ls social cue and the experimenter demand
effect go in opposite directions. We find no ovedialference in the amount taken in those
treatments. However, males take significantly lasd females take insignificantly more
under the treatment with eye-image. We concludethiepresence of eyes can have both the
social cue and the experimental demand effect tlamchet effect depends on the magnitude
and the direction of the two. For males, the saui@ effect is more prominent.

Lastly, in Chapter 7, Giving, Taking and GendemDictator Games, we investigate
whether a pure framing has an effect in the decisiade in a dictator game. We run a giving
and a taking dictator game while keeping the sgrapace the same. To ensure any possible
gender effect we balance the number of male andalterdictators in each treatment.

Complying with the literature we find no overallffdrence in the amount allocated to the
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recipient across treatments. Adding to the litematwve find that females are not only more
altruistic than males, they also allocate signifita more amount to the recipient in the

taking game compared to the giving game. Malesalsimow such treatment effect.
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Chapter 2

Impure Altruism or Inequality Aversion?: An
Experimental Investigation Based on Income
Effects

2.1 Introduction

The literature on social preferences, since iteption, has displayed a significant interest in
understanding altruism — defined as the principleoractice of concern for the welfare of
others. Both theoretical and experimental studiggicue to analyze and explain the possible
components that affect altruistic decisions. lintsiitive that along with other factors, one’s
altruistic behavior can be influenced by incomeset§. Except a few recent developments,
the existing literature, however, has abstractedyaivom this issue. Specifically, how
altruistic behavior is affected by a change in meo- that has no effect on inequality — has
never been investigated. In this paper we aimltdhiis gap. We modify relevant existing
theoretical models and run a simple dictator gasmanswer this question. It turns out that in
cases where inequality is not salient, income &face explained with impure altruism.

In a standard dictator game a subject (the digtalecides how much money to
allocate between himself and another passive suftferrecipient). Both the dictator and the
recipient are given a show-up fee, and the dictstdhen asked to divide an extra amount
between himself and the recipient. It is obserdest 2 substantial proportion of dictators
allocate a non-trivial share (Kahneman et al., 188fsythe et al., 1994; Camerer, 2003; List
and Cherry, 2008; Oxoby and Spraggon, 2008). Sitscantroduction in the present form,
this game has often been used to understand attrais the dictator does not otherwise have
any incentive to share the money with the recipi@tttuism and social preference theories
(Andreoni and Miller, 2002; Charness and Rabin,208ehr and Schmidt, 2006) such as
pure altruism (Becker, 1974), inequality aversidgielr and Schmidt, 1999; Bolton and

Ockenfels, 2000), impure altruism (Andreoni, 198990) and conditional altruism (Konow,

1 This Chapter is a joint work with S. M. Chowdhu#y.version of this is published in the Journal afbkc
Economics as: Chowdhury, S.M., & Jeon, J. (201pure Altruism or Inequality Aversion?: An Experintal
Investigation Based on Income Effects, Journaluflie Economics, 118, 143-150.
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2010) explain this seemingly non-rational behawdrdictators. Whereas pure altruism
assumes that the donor gets utility purely from whedl-being of the receivers, inequality
aversion theories hypothesize that donors incutitity from inequality and that, in turn,
motivates altruism. Impure altruism theory, on titleer hand, hypothesize that donors incur
utility from the wellbeing of the recipient, butsal earn a ‘warm-glow’ utility from the giving
itself. Conditional altruism theory, in additiomcorporates social norms and includes social
preference theories. Please see Konow (2010) fanoader discussion and comparison of
each of these theories.

We are interested in analyzing the relationshipvbeh a pure income effect and
altruism, and in understanding the underlying tb&cal mechanism behind the relationship.
To study this in a dictator game, one needs to treeycommon show-up fee equally for both
the dictator and the recipient. Interestingly erlguiipe effects of show-up fees in dictator
game has seldom been the focus of anaR/¥ésereas a small number of existing studies are
interested in understanding the effects of shovieegnequality (between the dictator and the
recipient) on altruism, this particular design Imever been studied in the literature. In this
study, in different treatments we vary a show-up éemmon to both the dictator and the
recipient (£0.5, £5, £10, £15, and £20), but keepegtra amount (£10) - that is to be
allocated by the dictator — the same across tredinelhis frame is also a stylized
representation of situations in which an econorgené has the opportunity to be generous to
another agent of the same social or income stratuya it rich to rich, or poor to poor. It
resembles circumstances in the field such as sgmdmittances to family of similar income
status (Rapoport and Docquier, 2006), comparisdoaz charities in high income and low
income geographical areas (countries or statas)|yfaransfers (Laferrere and Wolff, 2006),
inter-generational benevolent behavior such asvme@pan an eco-friendly manner to leave a
better environment for future generations (Popp,12@tc.

Theoretical and behavioral predictions of this fragncan be derived from the
standard social preference theories and from tlserghtions in the meta-analysis of Engel

(2011). In the course of this paper we derive thatinequality aversion theories suggest a

2 Income/endowment effect in the ultimatum game (Kadet 1989; Bolton et al., 1998; Armantier, 2006)vé&|

observed. In dictator game, dictators are moreigtdfested if they earn the amount to be allocaéed are
more generous if recipients earn it (Ruffle, 1988grry et al., 2002; Oxoby and Spraggon, 2008). Stake of
giving also exhibits a significant effect on givibghavior (List and Cherry, 2008; Johansson-Stenataa.,
2005; Carpenter et al., 2005). The effect of défgrinitial split of the pie has also been investiégl (starting
with Bolton and Katok, 1998) and it is found thaithwvhigher initial share to the recipient, dictaiving

decreases. However, only Konow (2010) and Korenak.€2012) explicitly introduce the saliency diosv-up

fees in a dictator game.
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non-increasing and sometimes strictly decreasitagioaship between the common show-up
fee and dictator giving, whereas the impure altruiseory suggests the opposite. Combining

the existing experimental studies, Engel (2011 593), in his meta-analysis, observes

“In the standard dictator game, the recipient is gpowhile the

dictator is rich. If the recipient also receives andowment upfront ...
this strongly reduces giving... if the recipient maseived a positive
endowment at the start of the interaction, the odidm is almost
perfectly proportional to the size of the endowment

Complying with the impure altruism theory, and casting with the inequality aversion
theories (or the results stated in the meta-arebtsove), we observe a monotone increase in
dictator giving with an increase in the common shgwiee.

This analysis is closely related to the researcKdangenok et al. (2012). They employ
a strategy method in which each dictator makestalghisions for varying show-up fees.
When the show-up fee of the dictators is constanttivat of the recipients’ increase from
zero to the same amount of dictator’s, dictatoemdity decrease the amount passed to the
recipients. It is concluded, hence, that the maotivation of altruism is other-regarding
preferences and not warm-glow. This is extende&onenok et al. (2013). Introducing a
price of giving and an endowment to the recipi¢hgy show that a vast majority of the
behavior of the dictator can be explained witheotly of impure altruism. The current study
is also related to the idea of conditional altrui@@@now, 2010) that incorporates disutility
out of deviation from moral norms, and effects amio warm-glow that relates to long term
utility such as prestige or social approval. Kon(2010) employs a subsidy frame among
others and shows, again, that the recipient shofe@as significant effects on the dictator

giving. He concludes support for conditional akruai

2.2 Experimental Design

We ran 5 treatments with 3 sessions under eactmtesd 16 subjects participated in
each session. All the subjects were students at/iingersity of East Anglia, UK, recruited
through the online recruitment system ORSEE (Grei2@04). Our design is a variant of the
Forsythe et al. (1994) Dictator game. The onlyealdghce is that the subjects were given a
common show-up fee and that was common and s&rawledge. The treatments differed
only in the show-up fees given to the subjectstddirs were then given an additional £10
and were allowed the choice to allocate the adutieamount between him/herself and

his/her co-participant (i.e., the recipient). TaBl& summarizes the treatment description.
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Table 2.1. Treatment description

Common Additional Number of Number of
} Number of .

Treatment  show-up amount to subjects per : independent
L ) sessions .

fee be divided session observations
Treatment 1 £0.50 £10 16 3 24
Treatment 2 £5 £10 16 3 24
Treatment 3 £10 £10 16 3 24
Treatment 4 £15 £10 16 3 24
Treatment 5 £20 £10 16 3 24

Although our designs are similar, there also aweise differences between Korenok
et al. (2012) or Konow (2010) and the current stuelyst, the existing studies focus on the
effects of the dictator-recipient show-up fee difece on dictator giving, but our focus is on
the effect of the change in common show-up fee iotatr giving. Thus, whereas those
frames are appropriate to study giving behavior rwheequality is salient, ours is more
appropriate to understand the impact of a purenmceffect on altruism. We employ a
between-subject design, whereas Korenok et al.2)2Q%e a strategy method. Our design
also differs with that of Konow (2010) in terms décision space, and we find that the
experimental results can be explained by the thebiyppure altruism.

In each session, subjects were randomly and anamsisnplaced into one of 8 pairs
and were assigned the role of either a dictata wacipient. They then received information
about their show-up fees, which was the same fgaaticipants in a particular session. Each
session consisted of two parts. In the first pidiators were asked to allocate the additional
£10 between themselves and the recipient, up tadaidn of 1 penny. In the second part,
recipients had to guess the amount they would vedeom the dictator. The instruction of
the second part was given only after the decismfnthe first part were made, and it was
mentioned beforehand, in the instruction of thetfpart, that recipient’s decision is payoff
irrelevant to the dictator. This was done to enswestrategic interaction between dictators’
choices with recipient’s guesses. Demographic méiion such as age, gender, nationality,
study area of each participating subjects weresctdtl after the experiment. The experiment
was run manually and each subject’s decision wasyanous to the experimenters. Subjects
could participate in only one session. On averageh session took about 45 minutes and the

average earnings of subjects (dictator and redipiayether) across treatments were £15.10.
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However, average earnings varied over treatmentsele@ £5.5 (Treatment 1) and £25

(Treatment 5). The instructions are included inAlppendix.

2.3 Theoretical predictions

In this section we derive analytical predictiorgarding dictator giving with the
theories of inequality aversion and impure altryigmoofs of which are given in the
Appendix. We also briefly discuss the theory ofegaitruism, and compare the results of
conditional altruism with impure altruism theorytlo not provide corresponding proofs.

According to the theory of pure altruism (Becke®84; Andreoni, 1989), the ultility
of a donor depends only on the final payoffs of $eth and the receiver. However, the
predictions of this model are often not clear. He turrent context, it can easily be shown
that the pure altruism theory does not provide eci$ig prediction for an income effect.
Giving may stay the same, go up, or go down asuatref an increase in the common show-
up fees. Moreover, the predictions of the pureustn theory are tested and rejected in the
literature by Andreoni (1993) and several othersrdlie course of time; and hence we focus
on the alternative theories in the current study.

2.3.1 Linear form inequality aversion

Inequality aversion theories capture the preferepicéhe agents for fairness and
defiance to inequality. Fehr and Schmidt (1999)gesy) a linear model of inequality
aversion in which a donor’s utility decreases witie difference in donor and receiver
payoff. For a two-player case, this model can Isxdeed as

up = x; — al-max[x]- - X;, 0] — ,[i’imax[xl- - X, O], i #]j (2.1)
Whereu; is the utility of subject; x;, x; are payoffs of andj respectively; and;, §; are
inequality aversion parameters with> f;, and 1 > f; > 0. LetF; andF; be the show-up
fees andy; andy; be the allocations of the pig, for a dictator and a recipient respectively.
Hence,y; +y; =Y, x; = F; +y; andx; = F; + y;. We further impos& > F; — F;. For a
common show-up feg; = F; = F, Lemma 1 states the predicted relationship betwben

equilibrium amount given and the show-up fee. Fegul summarizes this in a diagram.

Proposition 1.According to the hypothesis of the linear formguality aversion, the amount

. . dy;*
given remains the same across treatm@%s =0).

15



Figure 2.1. Show-up fee- Dictator giving relationsip: Linear form inequality aversion

a)p; > 1/, b) g < 1/,
Vi A Vi A

Y /2

v
1
o
v
1

2.3.2 Ratio form inequality aversion
Bolton and Ockenfels (2000)’s ratio form modeluasss a decrease in donor’s utility
with the asymmetry in the ratio in donor and reeepayoff. Following the same notation as

earlier, for a two-player case with = F; = F, this model turns out to be
2
U; = aix; — bl-[xi/(x]- + xi) - 1/2] (22)
Wherea; > 0 and b; > 0 are inequality aversion parameteysi+y; =Y, x; = F +y; and

x; = F + y;. Proposition 2 and Figure 2.2 summarize the shpwea — giving relationship.

Figure 2.2. Show-up fee-Dictator giving relationshg: Ratio form inequality aversion
Vi A

1 aj
Y -2)

v
1

:({ar -
Proposition 2. According to the hypothesis of the ratio form inality aversion, the dictator

gives a positive amount at zero common show-up. fdesvever, giving decreases with an
. . dy;* : : : .
increase in the show-up fegi% < 0), until a point after which the dictator keeps tieole

amount for himself.

2.3.3 The theory of Impure Altruism

The theory of impure altruism (Andreoni, 1989, 1p806nsiders dictator utility with
components of own wellbeing, wellbeing of the reamp, and a warm-glow component (that
reflects the joy of giving) through the amount giv€or two players, specify this model as
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u; = ui(Fl- +Y -y, F+ yj,yj) (2.3)
Assume that the utility functiom;(.) to be strictly quasi-concave and strictly
increasing in all arguments. Proposition 3 and g3 describe the derived relationship
between equilibrium giving and the common show-egfor this model.
Proposition 3. According to the theory of impure altruism an gese in the show-up fee

strictly increases dictator givir(gd;Tj > 0).
Figure 2.3. Show-up fee-Dictator giving relationshp: Impure altruism

Vi A

/
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It is to be noted that the prediction of a positredationship between the dictator
giving and the common show-up fees can also beetbfrom models introduced later in the
literature with structure similar or richer to theeory of impure altruism. Here we discuss
one of such richer models. The theory of conditi@tiauism (Konow, 2010) considers moral
norms in donor decisions and also provides a réfsteucture of effects that a warm-glow
component supposed to capture. When the moral isocaonsidered to be the half of the total

wealth, then undef; = F; = F the utility function should be

u; =fi(F+Y—yj) — Ji (F+yj —%(2F+Y)) +Wi(yj)
Where the first component of the function represanwn wellbeing, the last component is
the warm-glow part, and the middle one shows diguttoming through the deviation of
recipient’'s payoffs from the moral norm. It is eagy show that under appropriate
assumptions this model’s prediction is qualitatpveimilar to Proposition 3, and we do not

provide a formal proof of the same.

2.4 Results

As the treatments are run between-subjects, thhrer@4independent observations in
each treatment. We run standard non-parametris a@st regressions to assess the conflicting
hypotheses arising from the theoretical models.
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We start with Table 2.2, which describes the meaah median of giving in each
treatment. It also shows the number of subjectsgizero and giving £5 as a measure of
pure selfish or pure egalitarian behavior. Only eunbject in the whole experiment allocated
more than £5 to a recipient. The proportion of meklish subjects varies between 12.5% to
around 20%, whereas the proportion of egalitariabjexts varies from 4% to 1/3 over
treatments. If we consider giving less than £1, smoselfish behavior, then the total number
of selfish subjects goes up to 32, and becomesia2®e 50p treatment. Given the sessions
were run manually, these observations are in linth whe results from the existing
experiments (Engel, 2011).

Table 2.2. Descriptive statistics of amount givertotal

Show-up fee
# of obs: 120 0.5 5 10 15 20 Total
Mean 1.59 2.12 2.44 2.66 3.12 2.39
Median 1.25 2 2.25 3 3.50 2
Zero 5 5 5 3 3 21
O<giving<half 18 15 14 15 12 74
Half 1 4 5 6 8 24

Figure 2.4. Show-up fee - amount given scatter plot

O R N W,A~WU

Amount Given

Show-up fee

One immediate observation from Table 2.2 is thatdéntral tendency of the amount
given is steadily increasing with an increase & show-up fee. This is true for both mean
and median giving. Figure 2.4, showing the scattet of giving with the average giving per
treatment, further supports this observation. Hewewt is still to be confirmed if this
increase in giving is statistically significant.

To test the same, we first run non-parametric teststhe hypothesis of same

distribution of amount given over different show-ges. This hypothesis is rejected at 10%
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level with a Kruskal and Wallis (1952) test. Moreovwith two-sided Wilcoxon rank-sum
(Mann and Whitney, 1947) tests it is rejected diiging in treatments with high show-up
fees is same as giving in treatments with lowemshp fees.

To test whether the increase in amount given ach@sgments is significant and
robust to other controls, we first run a linearresgion with amount given as the dependent
variable and show-up fee as the explanatory vaidlie first column in Table 2.3 shows the
result of the regression. The coefficient for shaw{ee is positive and significant at 1%
level. It shows that a £1 increase in show-up feeeases giving by 7.3 pence on average. In
the second model we control for gender, nationalitg study areas but show-up fee remains
significant with similar impact (6.8 pence increase@iving for a £1 increase in the show-up
fee). Out of all the control variables only gentlemns out to be significant and females on
average are more generous than their male counterf@ecause almost a sixth of the
dictators gave nothing, the third and fourth regiss are run with a left-censored Tobit

model® However, the direction and significance of theufssstill remain the same.

Table 2.3. Regression of amount given on show-upefegender and other controls

Dependent variable

-amount given (Linear 1) (Linear 2) (Tobit 1) (Tobit 2)
Intercept 1.647*** 1.563** 1.366*** 1.352
(0.293) (0.765) (0.350) (0.889)
Show-up Fee 0.073*** 0.068*** 0.082*** 0.076***
(0.024) (0.024) (0.028) (0.028)
Female 0.745** 0.873**
(0.338) (0.393)
Age -0.007 -0.012
(0.024) (0.028)
UK Dummy 0.034 0.057
(0.355) (0.413)
Econ Dummy -0.127 -0.119
(0.563) (0.652)
# of Observations 120 120 120 120
Adjusted R 0.066 0.076 0.017 0.028

Standard errors are in parentheses; *** ** anddidates significance at the 1%, 5%, and 10% level

3 The reported values under the Tobit regressioastte coefficients, i.e., the marginal effects ba latent
dependent variable. The signs are the same fané#nginal effects on the expected values.
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The results confirm that the average amount givesreases robustly with the
common show-up fee. Other variations of the cost(slich as other country / study area
dummies, age brackets, interaction variables),m@ar effects of the show-up fee, and other
regression procedures such as a hurdle-model (Mylla986) did not come out to be
significant, did not change the direction of thesules and hence are not reported. In
conclusion, a pure income effect — with no impli@aton income inequality — positively
affects altruism. This result is in contradictionttwPropositions 1 and 2, but not with
Proposition 3. Hence, we conclude that the consespuef pure income effect on giving can

be explained by the theory of impure altruism.

2.5 Discussion

We investigate how a pure income effect influenasiistic behavior. In a dictator
game we vary the common show-up fee of the dicedrthe recipient, but keep the amount
to be shared the same. Contrary to the predictobrise standard inequality aversion models
and derived results from existing experiments,ibuine with the theory of impure altruism,
the dictators give more with an increase in the romm show-up fee.

If our results from the laboratory generalize te thorld at large, then we would
expect charity donations to be significantly lovatrthe time of a recessidrin addition,
according to our results, (ceteris paribus) oneldvexpect a higher amount of overall charity
giving within a richer country compared to a pooteuntry, more family transfers within
wealthier families compared to poorer families, aitdzens from the richer countries to be
more eco-friendly than their poorer counterparigp®rting the empirical observation by
Popp (2001) about impure inter-generational altnuis terms of environmental issues). The
current study is also in line with the result ob& by Holland et al. (2012) in their
Anthropology field experiment. They left sealed astdmped letters in the streets of 50
neighborhoods in London and found that the likedthaf someone posting the letter in a
nearby mailbox is positively correlated with theame-level of the neighborhood. Finally,
the current results match, in spirit, with the engal observation by Hoffmann (2011). He
finds that even after controlling for various fastincluding abilities, richer German citizens
saved more Jews people at the time of the holocanspared to the poorer German citizens.

The main result of our analysis is of interest lseaexisting experimental results to
date (such as Korenok et al., 2012 and Konow, 2620 shown that in a standard dictator

4 See http://news.bbc.co.uk/2/hi/uk_news/7946518.samd the NCVO/CAF (2009) report on the effects of
recession on charitable giving in the UK. Also #eeGiving USA(2009) report regarding the same in the USA.
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game, results can be explained with inequality siwar or conditional altruism theories.

Crumpler and Grossman (2008) among others, on tter tvand, have shown that impure
altruism can explain results in dictator games vaitbharity frame. Our results imply that

impure altruism theory can explain results everaistandard dictator game frame, when
income inequality is less salient.

Finally, several studies (Bolton and Katok, 1998arias-Garza, 2006; Engel, 2011;
Konow, 2010; Korenok et al., 2012) show that amease in the recipient’s income marks a
negative impact on the amount given by the dictatod explain the same through inequality
aversion. We observe that if the increase in reqipincome is accompanied by an increase
in dictator income, then it can even increase giviAresenting it in another way, unlike the
existing studies, we observe that the dictator reagn give less to the recipient if the
recipient (and common) income is lower. In manytied existing designs, the warm-glow
part of impure altruism and the inequality aversammponents work in opposite ways in
determining giving. If one of the effects is madsd salient then it is offset by the other
effect and the outcome changes. Hence, to condludeme settings inequality aversion may
serve as a better underlying model than impuraiiaftr, whereas in some other settings
impure altruism may fit better. While, as we fimehpure altruism works better in explaining

income effects, the scope for exhaustive investigah this broader topic remains open.
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Chapter 3

Altruism, Anticipation, and Genders

3.1 Introduction

The existing experimental literature elicits dividepinion regarding the effects of gender on
altruism. Some studies show females being moraistiic, but certain other studies find no
such pattern. It is, however, never investigatedckviof the observation holds under income
effects, i.e., which observation is true acros®oine levels. Studies related to anticipation
(expectations regarding physical outcomes thatcaib@e’s utility) about altruism, and its
interplay with income and gender are also less #umguate. In this article we use a dictator
game to investigate if individuals behave and gmaie the same way as a donor and as a
receiver in the course of changing income, and idregender plays any role in the same.
The literature on the effects of gender on altiwibehavior is well-established but
dissented.In a first attempt at investigation into this gr@alton and Katok (1995) find no
effect of a dictator’'s gender on the amount givgat Eckel and Grossman (1998) find that
women donate more money than men and this gentferetice is much more stable when
the recipient is an actual charity rather than lamotnonymous student. This difference in
result prompted further investigations in this afeaer studies such as Cadsby et al. (2010)
find no difference, whereas Selten and Ockenfed9&), Dickinson and Tiefenthaler (2002)
find females to be more generous. Gong et al. (ROilvever, report the opposite result for
a matrilineal society, and no-difference for a pathal society in China. Dufwenberg and
Muren (2004) find that irrespective of the gendéth® dictator, female recipients receive
more when recipient gender is revealed. On therapntBen-Ner et al. (2004) show that
female dictators give less to female recipientsmigared to male or unknown gender
recipients), but that male dictators do not exhdith discriminatory behavior. In a survey
Croson and Gneezy (2009) describe gender diffegentevarious preferences, including
altruism. They argue thathe cause of these conflicting results is that woraee more

sensitive to subtle cues in the experimental cotibex are meni.This was later supported in

5 This Chapter is a joint work with S. M. Chowdhury.

6 It holds also for other experiments. Huyck and &8ait(2002) observe no gender differences in aopgss
dilemma type game, while Charness & Rustichini @Xind males to be less cooperative. Gneezy €2aD3)
note that competitive environment makes only matese productive. However, Gneezy et al. (2009) stiay
men in a patriarchal society are more competitiaatfemales, while it is the opposite in a mathafsociety.

24



Miller and Ubeda (2012), among others. The metdyaisaby Engel (2011) shows females,
ceteris paribus, to be more altruistic in dictagames than their male counterparts.
Anticipation plays a major role in the overall Weling of economic agents (Elster
and Loewenstein, 1992; Frey and Stutzer, 2002)oidtieal (Loewenstein, 1987;dszegi,
2010) and applied (Easterlin, 1995) studies show &wticipation regarding various decision
making procedures and related outcomes affectyutBiut existing experimental research on
anticipatory beliefs regarding altruism is spaes®] a specific focus on gender is almost non-
existent. Ellingsen et al. (2010) employ anticipatito test guilt aversion. They reveal
recipient-anticipation to the dictator but find effect of the same on dictator giving. Iriberri
and Rey-Biel (2013) find introspective anticipatdsghavior by the dictator, i.e., dictators
who give more (less) anticipate others to give n{tess) as well. McBride (2010) shows in
an experiment that, ceteris paribus, high expextatiresult in lower satisfaction. Similar
result is also found in the field. Specifically, Extrease in income that is not matched with
anticipation may fail to improve utility (Easter]id995). On a different context, Stevenson
and Wolfers (2009) explore the effects of antidgrabn females. Using field data they show
that over time the income and life standards ofdies have improved in terms of objective
measures, but subjective well-being have seenrdiegliAguiar et al. (2009) study recipient
willingness to match with a male or a female dmtatnd find that females are more willing
to be matched with female dictators as they ardteifemales to be more generous.
However, the only studies on the particular isstieeoipient-anticipation regarding
amount given are by Brafias-Garza and Rodriguez-{2044) and Rigdon and Levine
(2011). Branas-Garza and Rodriguez-Lara (2014) sfoon the anticipation (termed as
‘expectation’, but we continue to use ‘anticipatiom avoid any confusion with statistical
expectation) of dictators regarding the amount kg other dictators, and also incentivize
the recipients to guess the possible amount gieethém. Treatments run in Spain and
Mexico consistently show that dictators anticipatanear bimodal (zero and equal split)
distribution of giving, whilst giving into the int®r of the distribution themselves. Recipients
robustly anticipate more than the Nash equilibriwith an average anticipation of around
40% of the endowment. Rigdon and Levine (2011) aufSecret Santa’ (Andreoni and
Vesterlund, 2001) dictator game in which subjedtsy both the roles of dictator and of
recipient and various dictator choices are runubhoa strategy method. A baseline in which
the giving amount is drawn randomly is also rune Hmticipation task regarding the giving
of other dictators is not incentivized. Femalesegivore than males when the price of giving

is high, and males give more otherwise. But théedkhces disappear in the baseline. It is
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concluded that the gender difference in altruismaisesult of the gender difference in
anticipation.

These studies, however, are not designed to imatstihe effects of varying income
and its interplay with gender. As discussed abah@nge in income may also change the
anticipatory behavior. Moreover, Chowdhury and J&#14) show that although alternative
theoretical explanations of altruism are sensitovan income effect, empirically an increase
in income is accompanied by a higher level of @&@tru— supporting the theory of impure
altruism/ Hence, it is natural to expect gender effectsdnation and anticipation behavior
when income changes. Our experiment is designeéelstahis particular issue. In a standard
dictator game (Forsythe et al., 1994), we provigegame show-up fee to the dictator and the
recipient, but in different treatments we vary teenmon show-up fee. The dictator is then
asked to divide an extra amount between him/hesaselfthe recipient. We further incentivize
recipients to anticipate the possible amount winghbe given to them. The current study is
different from that of Brafias-Garza and Rodrigueral (2014), which does not consider
either income effect or gender. It is also differérom the study of Rigdon and Levine
(2011), as we do not employ the same subject datdicand recipient and save on any
possible behavioral spillover, and instead of itigesing price effect in a within subject
design, we investigate income effect in a betwedrest design.

Consistent with the existing results, we find feensilibjects to be more altruistic than
their male counterparts. However, this is driverth®y higher show-up fee treatments. Hence,
we reaffirm that females are not more generous asally, but only under certain
conditions. We also find substantially higher api@tion than the Nash equilibrium predicts.
Adding to the existing literature, we find no eti®cof changing the show-up fee on
anticipation by the recipients. Gender, howevemrsdaffect anticipation differently. Male
subjects on average anticipate more than whatdh&yas dictators. Female subjects do not

show such a pattern.

3.2 Experimental Design and Hypotheses

We ran 5 treatments with 3 sessions in each tredtnidere were 16 subjects in each
session, and each subject could participate inost wne session. The subjects were students

at the University of East Anglia, UK and were retad through an online recruitment system

7 Applications of this can come from anthropology (lHod et al., 2012) or economic history (Hoffmann,
2011). Brafas-Garza (2006), Konow (2010) and Kdkegibal. (2012, 2013) also study income effects on
altruism.
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(ORSEE; Greiner, 2004). The treatments differed/ déhfough a common show-up fee that
varied (50p, £5, £10, £15 and £20) depending otrdament. In each session, subjects were
randomly and anonymously placed into pairs andgassi the role as either a dictator or a
recipient. Each subject played only one role amdrtdtes remained the same until the end of
the session. Since we are interested in the effettewn gender on giving and on
anticipation, and not the effects of partner's gagndubjects were not informed about their
partners’ gender. They received salient informaabout the common show-up fees, which
was the same for all subjects in a given sessimtadrs had access to an additional £10 and
had the choice to allocate it between themselvek tha recipient. See Table 3.1 for a

summary.
[Table 3.1 about here]

Each session consisted of two parts. In the fiast, plictators were asked to allocate
the additional £10 between themselves and theiestjgn denominations of 1 penny. In the
second part, recipients had to guess the amountvibald receive from the dictator. If the
absolute difference between the actual amount gawehthe guess was within 50 pence, then
the recipient received an extra lhe instructions for the second part was given aflgr
the decisions in the first part were made. It wantioned in the instruction of the first part
that the recipient’s decision was payoff irreleviamthe dictator. This was done to avoid any
possible strategic interaction between dictatomgiand recipient anticipation. Demographic
information such as gender, age, nationality, stibgeea of each participating subject was
also collected after the experiment. The instrundiare included in the Appendix.

Given the existing literature and the design ofdheent study, the following testable

hypotheses are stated regarding altruism, antiompaind gender.

Hypothesis 1 (Gender-effects on altruigmMale and female dictators give the same amount.

As discussed, existing results regarding the effe€gender are inconclusive. Hence,
our null hypothesis is gender indifference in distagiving (Bolton and Katok, 1995). The
alternative hypothesis is to predict females tonoee altruistic (Eckel and Grossman, 1998).
Hypothesis 1A (Female altruists): Females give ntloa@ their male counterparts.

8 We implement a linear incentive mechanism as iafiBs-Garza and Rodriguez-Lara (2014). It could also
have been possible to implement a quadratic meshmanBut since the quadratic mechanism is rather
complicated whereas the game itself is overtly $#nand since there is no strict empirical conssermuer the
applicability of the two mechanisms, we decidedttok to the linear mechanism.
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Hypothesis 2 (Impure altruisn). Anticipated amount increases with the show-up fe

This hypothesis is extended to the recipient guaibdbn from the results of
Chowdhury and Jeon (2014) in which abiding with pinedictions of impure altruism, giving
increases with an increase in the show-up feeridtevely, if anticipation does not follow

impure altruism, this monotonic relationship widitrhold.

Hypothesis 3 (Gender-effects on anticipatipnMale and female recipients anticipate the
same amount.

As in Hypothesis 1, here we hypothesize gendeffarénce in recipient anticipation.
The alternative to this comes from the gender difiee in entittement. A steady stream of
literature in social psychology (see, for exampisma and Major, 1992) observes males to
have much higher feeling of entittement than tHdemales. Hence, male recipients are more
likely to have higher amount anticipated.

Hypothesis 3A: Male entitlement Males anticipate higher amount than females.

Hypothesis 4 (Comparison of altruism and anticipatipnDictators give and recipients
anticipate the same amount, overall and acrossegend

If there is no effect of gender in giving, thenrdshould also be no effect of gender
in anticipation either. However, combining the feswf the studies outlined earlier, the
alternative hypotheses would be:
Hypothesis 4A: Gender effec)s Female recipients anticipate less than whatfémeale
dictators give and male recipients anticipate ntba® what the male dictators give.

3.3 Results

To test the hypotheses stated above, we first prélse descriptive statistics before running
formal tests. Table 3.2 shows the mean and mediamount given, number of subjects

giving zero and giving £5 (half of the additionaldewment), by each show-up fee amount
for all subjects, and separates results into mahesfemales. It shows the central tendency
for the amount given by female dictators to be &igin every treatment compared to their
male counterparts. Below we report the first result

[Table 3.2 about here]

Result 1.Female dictators tend to be more generous, isg¢hee of amount given, than their

male counterparts. This is specifically true in thse of higher common show-up fees.
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Figure 3.1. Show-up fee - average amount given
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[Table 3.3 about here]

Support. From Figure 3.1 and Table 3.2 initially observattfemales on average give more.
Moreover, the number of dictators giving zero facle show-up fee is higher for males and
the number of dictators giving £5 or more is higlegrfemales. To test statistically, Table 3.3
shows OLS and Tobit regression results for amoivgngon show-up fee, gender and other
control variable$.In Table 3.3, a dummy variable indicating femalms out to be positive

and significant in predicting amount given underimas specifications and controls. Mann-
Whitney tests show that females overall give mdrant males (p-value = 0.016), but

treatment-wise this is driven by the treatment witlow-up fee £20 (p-value = 0.075). o

Engel (2011) in his meta-analysis reports that femnare more generous overall in
terms of giving than males. We find support for slaene. However, this is driven by the high
show-up fee treatments: when the common show-upsfemt too high, male and female
dictators behave in similar manner. This is in ligh the findings that females are more
responsive to social conditions and experimen&atiments than men (Ben-Ner et al., 2004;
Croson and Gneezy, 2009). This also is similah&results that females’ altruistic decisions
(Andreoni and Vesterlund, 2001) and decision tstt{€Cox and Deck, 2006) vary with the
stake-size more than it does for males’. This, hawneis different from the results obtained
by Andreoni and Vesterlund (2001) and Rigdon andnes (2011) who show females to be
more altruistic than males when the relative oppoty cost (relative price) of giving is high.
Here the opportunity cost of giving, in the sensdiminishing marginal value of money, is

9 The results are robust even without including toatrol variables. It is also possible to use treatt
dummies instead of show-up fees, as it capturesahmee effect. But it has less predictive poweresinstead of
the differential show-up fees in different treatfpehe dummies only indicates a binary value.
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lower for higher show-up fees. But, as females giage when the show-up fee is high, this

means females are being more altruistic when tipernity cost of altruism is low.

Next we investigate the effects of varying showtegon anticipation. Note that since
anticipation is incentivized, show-up fee might dalvad a systematic effect on correct
guesses, since the fixed incentive (£1) for a cbrgeess declines relatively as show-up fee
increases. We did not find such evidence. For shpviees 50p, £5, £10, £15 and £20 the
correct guesses were 2, 9, 7, 6, and 5. Table Brimgirizes the anticipation results and

shows no specific pattern over show-up fees.
[Table 3.4 about here]

Result 2. Show-up fee does not have a significant effectremamount anticipated by the
recipients in general and also separately for mabeisfemales.

Support. Table 3.4 shows the descriptive statistics for amanticipated with changing
show-up fee for all subjects and for female andenmibjects. Observe that there is no
monotonic pattern between amounts anticipated had-sip fee in any of the specifications.
Table 3.5 shows OLS and Tobit regression resuitarfmount anticipated on show-up fee and
other controlg? Show-up fee is not significant in any specificatfor overall data as well as
separately for males and females. Kruskal-Walkgst@lso confirm the same result. (All p-
value = 0.956; Male p-value = 0.978; Female p-vale969) O

[Table 3.5 about here]

Result 3. Although male recipients on average seem to gatiei higher amounts than what

female recipients anticipate, this result is natistically significant at conventional level.

Support. Compare Table 3.2 and Table 3.4 and observe th&sntonsistently anticipate
higher amounts than females for every show-up dgell Figure 3.2 summarizes the result.
This is consistent with a general ‘dovish’ natufef@male subjects. Rigdon and Levine
(2011) observe similar outcome when dictator givsigot random and Eckel and Grossman
(2001) find women significantly more likely to agtdower offers in an ultimatum game
than men. The regression in Table 3.5, howevenvshbat although the coefficient on the
female indicator variable has a negative signsiinot significant at 10% level. Mann-
Whitney tests also show no differences in male famdale anticipation. (p-value = 0.174)

O

10 We also used a control namely the ratio of femédemales in a session. This is introduced to obritr
possible observed gender effect in a sessiont kid hot come out to be significant.
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Figure 3.2. Show-up fee - average amount anticipate
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Finally, we compare giving and anticipation behavidt seems from the descriptive
statistics and Figure 3.1 and Figure 3.2 that reotp on average anticipate more than what
dictators actually give. This is consistent withe tbbservations from Brafias-Garza and
Rodriguez-Lara (2014). A Mann-Whitney test suppottiss result (p-value = 0.052).

However, more interesting results are obtaineddmgidlering the effects of gender.

Result 4. Male recipients anticipate higher amount beingegito them compared to the
amount the male subjects give as dictators. Fendale®t show such significant pattern.

Support. Comparing Table 3.2 and Table 3.4, observe thabwerage males anticipate
higher amounts being given to them than what they t a recipient themselves. However,
no such result is observed for females. Mann-WHitests support both observations (Male

p-value = 0.001; Female p-value = 0.393). FiguBesBimmarize the result in diagrams. o

Figure 3.3. Amount given and amount anticipated: Mé& vs. Female
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This does not occur due to risk aversion, as betitdgrs on average guess the same
amount across show-up fees. Males, however, cengdligtguess higher amounts than
females. This result reconfirms that there is adgerifference in entitlement (Bylsma and
Major, 1992). Males, both as dictators as wellexspients feel more entitled to the amount
to be shared. As a result male dictators give kEsd,male recipients expect more. This effect
is not present for females and there is no diffeeem female giving and anticipation.
Alternatively, since it is observed that males are average overconfident compared to
females (Deaux and Farris, 1977; Barber and Od#201; Belafoutas et al., 2012) but as a
consequence often wrong (Lundeberg et al., 199vhd8aand Odean, 2001), this result may

also be interpreted in terms of male overconfidence

3.4 Discussion

It is known from existing studies that altruismpssitively correlated with a pure income
effect. It is also pointed out that understandingcgpation behavior is important, and the
behavior may vary across gender. However, theaotem of an income effect with gender
and the corresponding effects in anticipation bevawvegarding altruism is never
investigated. We study this question through aatliictgame in which the common show-up
fee is varied, but the amount to be shared is &epstant. We compare the amount given by
dictators and anticipated by recipients with a gpefocus on the gender of the subjects. Our
aim in this investigation is two-fold. First, wenato contribute to the literature on the varied
and disputed effects of gender on altruism witbau$ on income effects. Second, we seek to
understand the differential effects of gender anngj and anticipating behavior. Our study
can be used as a first attempt to understand geliftemence in anticipatory beliefs regarding
altruism across income levels. This, in turn, can dxplored further to understand the
relationship between expectation and overall weailpe

We find that dictators give more as the common shpviee increases, but that there
is no effect of the show-up fee on recipients’ @pttion regarding the possible amount
received. This is true in general and separatelypfwh male and female. This result asserts
that the recipients do not follow a particular paitdue to the income effect. They rather
focus only on the amount to be split, follow somgpet of rule of thumb and expect an
average of a quarter of the amount.

In line with the results of Eckel and Grossman @)9%e find that female dictators

give more than their male counterpart. But closeestigation shows that this is driven by
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the cases of high show-up fees. This result isrésteng since several existing studies
investigating the effects of the price of givingsebve that females give more when the
opportunity cost (relative price) of giving is hgh We, however, find that females give
more when the common show-up fee is higher, itee, dpportunity cost of giving (the
marginal value of money) is lower. Our result, imsnary, states that the income effect and
price effects work very differently in altruistiedision, especially across gender.

Finally, we observe that although on an average migkators give less than females;
male anticipation is not statistically differenofin that of female recipients. Male recipients,
however, anticipate higher amounts being receivetipared to what the male dictators
actually give. Females do not show such a pattdence, overall females are better at
introspecting about the amount given to them, coegao males. This result can be
explained by the fact that males have a higheinfigedf entittement compared to females.
Since the match (or mismatch) of anticipation wehlity plays a significant role in overall
wellbeing, it shows that females may actually bt#dbeoff in terms of subjective wellbeing
than their male counterparts. We term this feaage@heBaldwin Conjecturenamed after
Stanley Baldwin, the former Prime Minister of thaitéd Kingdom who famously quoted —
“I would rather trust a woman's instinct than a nsar@asori.

It would be possible to introduce interesting feasusuch as allowing subjects to earn
the show-up fee and/or the amount to be split @falt tasks), changing the amount to be
split over different treatment and investigate @anécipation behavior, inducing in-group out-
group features among subjects, and revealing geinf@mation in the current set-up to
address further questions. It is also possibleufoto use the current structure to understand
the issues of gender stereotypes (Grossman andvekyyg 2011; Grossman, 2013). We

leave these issues for future research.

33



References

Aguiar, F., Brafias-Garza, P., Cobo-Reyes, R., JaneN., & Miller, L.M. (2009). “Are
women expected to be more generous?” Experimentaidmics 12: 93-98.

Andreoni, J. (1990). “Impure altruism and donatitmgublic goods: A theory of warm glow
giving.” Economic Journal 100: 464-477.

Andreoni, J., & Vesterlund, L. (2001). “Which Is @H-air Sex? Gender Differences in
Altruism,” Quarterly Journal of Economics 116: 2982.

Barber, B., & Odean, T. (2001). “Boys will be boygender, overconfidence and common
stock investment,” Quarterly Journal of Economi&6:1261—-292.

Belafoutas, L., Kerschbamer, R., & Sutter, M. (201Distributional preferences and
competitive behavior,” Journal of Economic BehakoOrganization 83: 125-135.

Ben-Ner, A., Kong, F., & Putterman, L. (2004). "&hand Share Alike? Gender-pairing,
Personality, and Cognitive Ability as Determinamis Giving." Journal of Economic
Psychology 25: 581-589.

Bolton, G.E., & Katok, E. (1995). “An experimentakt for gender differences in beneficent
behaviour.” Economics Letters 48: 287-292.

Brafas-Garza, P. (2006). "Poverty in Dictator Ganfesakening Solidarity." Journal of
Economic Behavior & Organization 60: 306-320.

Branas-Garza, P., & Rodriguez-Lara, I. (2014). “Wba We Expect of Others?” MPRA
Working Paper No. 53760.

Bylsma, W. H., & Major, B. (1992). “Two routes tdiminating gender differences in
personal entitlement: Social comparisons and padoce evaluations.” Psychology of
Women Quarterly, 16(2), 193-200.

Cadsby, C. B., Servatka, M., & Song, F. (2010). riGer and generosity: does degree of
anonymity or group gender composition matter?” Expental economics 13(3), 299-
308.

Camerer, C. (2003). “Behavioral game theory: Expernts in strategic interaction.”
Princeton University Press.

Chowdhury, S.M., & Jeon, J. (2014). “Impure Altmisor Inequality Aversion?: An
Experimental Investigation Based on Income Effédisurnal of Public Economics, 118,
143-150.

Croson, R., & Gneezy, U. (2009). “Gender differenoepreferences.” Journal of Economic
Literature 47: 448-474.

Cox, J., & Deck, C. (2006). “When Are Women Moren@mus Than Men?” Economic
Inquiry 44: 587-598.

Deaux, K., & Farris, E. (1977). “Attributing Causies One’s Own Performance: The Effects
of Sex, Norms, and Outcome,” Journal of Researdtenrsonality 11: 59-72.

Dickinson, D.L., & Tiefenthaler, J. (2002). “What Fair? Experimental Evidence,” Southern
Economic Journal 69: 414-428.

Dufwenberg, M., & Muren, A. (2004). “Discriminationy Gender and Social Distance.”
Working Paper, University of Arizona

Easterlin, R.A. (1995). “Will Raising the Incomes$ All Increase the Happiness of All?”
Journal of Economic Behavior and Organization 27§5}48.

34



Eckel, C.C., & Grossman, P.J. (1998). “Are Womesd_8elfish than Men? Evidence from
Dictator Experiments,” Economic Journal 108: 72&-73

Eckel, C.C., & Grossman, P.J. (2001). “Chivalry afdlidarity in Ultimatum Games,”
Economic Inquiry 39: 171-188.

Ellingsen, T., Johannsesson, M., Tjotta, S., & ViksG. (2010). “Testing guilt aversion.”
Games and Economic Behavior 68: 95-107.

Elster, J., & Loewenstein, G. (1992). “Utility frodMemory and Anticipation.” In: George
Loewenstein and Jon Elster (eds) Choice over Thhesv York: Russell Sage

Engel, C. (2011). Dictator games: a meta study eErpental Economics, 14, 583-610.

Foundation: 213-234.Engel, C (2010). “Dictator gam@ meta study.” Experimental
Economics 14: 583-610.

Forsythe, R., Horowitz, J., Savin, N., & Sefton, {1994). "Fairness in Simple Bargaining
Experiments," Games and Economic Behavior 6: 317-6

Frey, B.S., & Stutzer, A. (2002). "What can ecomnstsiilearn from happiness research?"
Journal of Economic Literature 40: 402—435.

Gong, B., Yan, H., & Yang, C. (2014). “Gender Diffaces in the Dictator Experiment:
Evidence from the Matrilineal Mosuo and the Pathiat Yi,” Experimental Economics,
Forthcoming. DOI 10.1007/s10683-014-9403-2

Grossman, P.J., & Lugovskyy, O. (2011). “An Experntal Test of the Persistence of
Gender-Based Stereotypes.” Economic Inquiry 49-5398.

Grossman, P.J. (2013). “Holding Fast: The Persigteand Dominance of Gender
Stereotypes.” Economic Inquiry 51: 747-763.

Hoffmann, M. (2011). “Does higher income make yowren altruistic?” Review of
Economics and Statistics 93: 876-887.

Holland J., Silva A.S., & Mace, R. (2012). “Lostttax¥ Measure of Variation in Altruistic
Behaviour in 20 Neighbourhoods.” PLoS ONE 7(8): 228

Iriberri, N., & ReyBiel, P. (2013). “Elicited beliefs and social infioation in modified
dictator games: What do dictators believe othetatics do?” Quantitative Economics
4(3), 515-547.

Loewenstein, G. (1987). “Anticipation and the vaiom of delayed consumption.” Economic
Journal 97: 666—684.

Konow, J. (2010). “Mixed feelings: Theories of aeddence on giving” Journal of Public
Economics 94: 279-297.

Korenok, O., Millner, E.L., & Razzolini, L. (2012)Are dictators averse to inequality?”
Journal of Economic Behavior & Organization 82: 547 .

Korenok, O., Millner, E.L., & Razzolini, L. (2013)impure Altruism in Dictators’ Giving.”
Journal of Public Economics 97: 1-8.

Készegi, B. (2010). “Utility from anticipation and ggenal equilibrium.” Economic Theory
44: 415444,

McBride, M. (2010). “Money, happiness, and aspirasi An experimental study.” Journal of
Economic Behavior & Organization 74 (2010) 262—-276

Miller, M., & Ubeda, P. (2012). “Are women more séive to the decision-making context?”
Journal of Economic Behavior and Organization &104.

35



Lundeberg, M.A., Fox, P.W., & Punccohar, J. (1994)ghly Confident but Wrong: Gender
Differences and Similarities in Confidence JudgmgntJournal of Educational
Psychology 86: 114-121.

Rigdon, M.L., & Levine, A.S. (2011). “The Role ofpectations and Gender in Altruism,”
Mimeo.

Selten, R., & Ockenfels., A. (1998). “An ExperimantSolidarity Game,” Journal of
Economic Behavior and Organization 34: 517-539.

Stevenson, B., & Wolfers, J. (2009). “The paradbrexlining female happiness,” American
Economic Journal: Economic Policy 1: 190-255.

36



Table 3.1. Treatment table

Common Additional amount Number of subjects  Number of _Number of
Treatment show-up L ) . independent
to be divided per session sessions :
fee observations
Treatment %2 £0.50 £10 16 3 24
Treatment 5 £5 £10 16 3 24
Treatment 10 £10 £10 16 3 24
Treatment 15 £15 £10 16 3 24
Treatment 20 £20 £10 16 3 24
Table 3.2. Descriptive statistics of amount given
Show-up fee
0.5 5 10 15 20 Total
Total Male Female| Total Male Female Total Male FemaTotal Male Female Total Male Female Total Maleenfale
Mean 159 1.50 1.72 2.12 1.95 2.45 244 2.16 2.84 .66 2 2.19 3.20 3.12 2.36 3.77 239 202 2.88
Median 1.25 1.25 1.25 2 2 1.75 225 1.35 3 3 2 4 503. 2 5 2 2 3
Zero 5 4 1 5 4 1 5 3 2 3 2 1 3 2 1 21 15 6
0<giving<5 18 10 8 15 10 5 14 8 6 15 9 6 12 7 5 74 44 30
Half 1 0 1 4 2 2 5 3 2 6 2 4 8 2 6 24 9 15
Total 24 14 10 24 16 8 24 14 10 24 13 11 24 11 18 120 68 52
Observations




Table 3.3. Regression of amount given on Show-upefegender and other controls

Dependent variable

i . Total (OLS) Male (OLS) Female (OLS) Total (Tobit) Male (Tobit) Female (Tobit)
:amount given
Intercept 1.267** 1.167** 2.064%** 0.896** 0.725 1.914%*
(0.348) (0.422) (0.527) (0.411) (0.522) (0.563)
Show-up Fee 0.0732*** 056* 0.108*** 0.0818*** 0.069* 0.11 1%
(0.024) (0.032) (0.038) (0.028) (0.039) (0.040)
Female 0.691** 0.812**
(0.338) (0.392)
Age<?21 0.507 1.293** -0.640 0.637 1.537* -0.636
(0.431) (0.532) (0.704) (0.500) (0.644) (0.745)
UK -0.214 -0.181 -0.018 -0.242 -0.250 0.006
(0.411) (0.494) (0.691) (0.479) (0.599) (0.733)
ECO -0.058 0.011 -0.793 -0.045 0.110 -0.855
(0.559) (0.745) (0.862) (0.648) (0.895) (0.919)
# of Observations 120 68 52 120 68 52
Adjusted R 0.0863 0.0649 0.1042
Chi? test 0.0106 0.0925 0.0778

Kk kK

Standard errors are in parenthes€s;” and’ indicates significance at the 1%, 5%, and 10%l lmapectively.
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Table 3.4. Descriptive statistics of amount anticigted

Show-up fee

0.5 5 10 15 20 Total

Total Male Female] Total Male Female Total Male FemaTotal Male Femalg Total Male Female Total Maleenfale
Mean 268 2091 2.48 272 298 2.46 291 3.08 2.63.90 2 3.04 2.67 3.03 3.26 2.85 2.85 3.05 2.60
Median 3 3 3 3.5 2.75 3 3 3 3 3.43 2.5 3.17 3333 3 3 3
Zero 2 1 3 2 1 1 1 0 0 0 0 1 0 1 7 4 3
0<giving<b 18 7 11 16 7 9 20 12 8 21 14 7 16 6 10 1 9 46 45
Half 4 3 3 2 1 0 1 3 6 4 2 19 11
>5 0 0 0 0 2 0 0 0 1 1 0 3 3
Total
observations 24 11 13 24 12 12 24 15 9 24 15 9 24 11 18 120 64 6 5
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Table 3.5. Regression of amount anticipated on Sheuwp fee, gender and other controls

Dependent variable

. L Total (OLS) Male (OLS) Female (OLS) Total (Tobit) Male (Tobit) Female (Tobit)
:amount anticipated
Intercept 2.657** 2,723+ 2.218*** 2.570** 2.610*** 2.159%**
(0.366) (0.485) (0.445) (0.379) (0.496) (0.448)
Show-up fee 0.019 0.014 0.025 0.022 0.020 0.026
(0.022) (0.035) (0.030) (0.023) (0.035) (0.031)
Female -0.385 -0.379
(0.313) (0.323)
Age< 21 0.283 0.297 0.283 0.307 0.326 0.293
(0.359) (0.506) (0.540) (0.371) (0.518) (0.541)
UK 0.155 0.059 0.214 0.151 0.053 0.222
(0.352) (0.507) (0.515) (0.363) (0.519) (0.516)
ECO 0.035 0.249 -0.207 0.037 0.217 -0.163
(0.452) (0.664) (0.653) (0.466) (0.678) (0.654)
# of Observations 120 64 56 120 64 56
Adjusted R -0.0078 -0.0522 -0.0463
Ch# test 0.5326 0.9019 0.8115

Kkk Kk

Standard errors are in parentheses;

and” indicates significance at the 1%, 5%, and 10%l lesapectively.

40



Chapter 4

An Experimental Investigation of Charity Rebates.

4.1 Introduction

The charity sector, also known as the voluntaryseds an integral part of an economy and
contributes significantly towards the overall wedfaln the UK, for example, the contribution
of the voluntary sector into the gross value ad@&@dA) was £11.7 billion in 2011, while in
the same year the contribution of the agricult@eta was only £8.3 billio®? Governments
from around the world, as a result, are keen orerstdnding the possible incentive schemes
to increase contributions to charity. Furthermag Dhami and Al-Nowaihi (2010) indicate,
one of the main stylized facts in charity donatisnshat ‘Individual private donors are the
largest contributors Hence, it is not surprising that a substantrabant of research has also
been carried out to understand the determiningpfaatf individual charity giving and the
ways to increase amount given by the individualatsen

While various topics are discussed in the chardgation literature, a popular issue
that remains active is the role of charity rebatd @s effects on the giving behavior. The
theoretical literature on providing rebates forrityadonations delineates two effects. First, a
rebate will have a direct effect of increase irakatharity donations through the channels
such as warm glow (Andreoni, 1990) and conspicumussumption (Glazer and Konrad,
1996). But it may also have a negative effect thhoerowding out (Warr, 1982). In the
experimental literature, often a rebate is intratlimto a dictator game and the giving is then
compared with the case of no rebate in order totheseffects of framing the rebate on the
charity donation (Eckel and Grossman, 2003, 2000682Dauvis et al., 2005; Davis, 2006). I,
however, is rarely examined how the source of dhate may affect charity donation.

This question is of high importance since it caggusome specific mechanisms
behind the decision to give and the amount givahdhe hitherto overlooked in the literature.
When a subsidy or rebate mechanism is employetianaboratory, it is provided by the
experimenter and is thus exogenous to the systhia.sEtting is contrary to most of the field

situations. A tax reduction, for example, is eqlewa to the rebate or subsidy in the

11 This Chapter is a joint work with E. Fatas and Bedh.
12 Seewww.ncvo.org.ukfor further detail.



experiment; but since it is budgeted by the taxenee of the government, it actually is
endogenous to the system. It is well possible #maendogenous rebate scheme result in a
very different charity donation pattern than angewous one. It may also be possible that
this variation itself is diverse across agents terms of financial and demographic factors.
In this study we introduce an experiment to exptbese issues.

To supplement the gap between real life and theraxental literature, we employ a
rebate scheme in which the cost of giving to tharity is budgeted endogenously. Overall,
we allow three alternative between-subject chariiyate schemes: no rebate, exogenous
rebate and endogenous rebate. Subjects first ptapeated public good game (PGG) with
either a low or a high endowment, and then havepion to donate to a charity in a dictator
game (DG). When a rebate on donation is availabléyjects receive rebate either
exogenously (from the experimenter) or endogenaisiyn the public account of the PGG).

To the best of our knowledge, Chavanne et al. (R@d1he only other study that
discusses the relationship between the sourcebateeand giving. They demonstrate that the
amount given increases only when the experimeriters the rebate. There are, however,
fundamental differences between this study and. diorsnvestigate the effects of the source
of rebate, Chavanne et al. (2011) use a grouptdiogame in which dictators are allowed to
spend other group members’ endowments to theipiegtdis. As a result, not only they share
the cost of giving with others, but they also reedhe identical payoff with group members.
On the contrary, each subject in our experimentdéschow to divide his own endowment
between himself and a real charity although the obgiving is shared by group members
and the individual payoff is not identical acrossup members.

We employ two different endowment levels in the P@&apture possible income
effect on giving and any interaction of the rebstbemes with the same. It is well known
that income level is one of the most important congmts to explain giving behavior. When
an individual has higher income, it leads to a brgthonation (Feldstein and Clotfelter, 1976;
Andreoni, 1990; Randolph, 1995; Auten et al., 208@)2; Andreoni and Vesterlund, 2001;
Eckel and Grossman, 2003; Buckley and Croson, 2066wdhury and Jeon, 2014). Hence,
it might be possible that a particular rebate sahaiffiect the giving behavior of agents at a
certain income level but not with another.

Incorporating the discussions above, we intendngwar the following questions. Is
the endogenous rebate scheme as effective in sioge#he total level of donations as the
exogenous rebate scheme? Does an increase in incmmaases donation, as has been

identified in the literature, irrespective of thiéferent type of rebate schemes? Furthermore,
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it is observed in the literature that females dteromore generous in terms of charity giving
than their male counterpart (Engel, 2010). It ieréfore, of interest to investigate whether
the alternative rebate schemes affect male andéemoaors any differently.

The main results of this study are as follows. €hdogenous rebate scheme affects
Rich (high PGG endowment) and Poor (low PGG endawjreibjects differently. For Poor
subjects the endogenous rebate has a significgatine impact on DG giving, whereas this
has no significant effect on Rich subjects. Addiglhy, the exogenous rebate scheme, the
traditional way to adopt the rebate in an experimdaes not have any significant effect on
giving. This is in contradiction to a large parttbé existing literature.

We further employ the level of contribution in tfest round of the PGG as an index
of other-regarding preference. In the high endowintesatments under the endogenous
rebate scheme, the social type subjects in PG@lsoemore benevolent in DG giving than
others. But under similar treatments when the eelsmheme is exogenous, there is no
difference between the DG giving of social type astlish type subjectI.hese results show
that other-regarding preference becomes saliergrgmtiogenous rebate scheme for the Rich
subjects. Our results also shed light on the gewlifégrence with respect to the rebate
schemes. Females are more generous than theicmatéerparts, but only when the rebate is
endogenous — indicating a possible need for dembarapecific rebate policy.

The rest of the paper proceeds as follows. In &@@iwe describe the experimental

design and procedures. Section 3 presents themgmitts and Section 4 concludes.

4.2 Experimental design and procedure

We employ a 2x3 factorial design in which in onmension the endowment is varied in the
PGG and the rebate scheme is varied in the DGathan Table 4.1 summarizes the design.

Table 4.1. Experimental Design

Rebate Baseline
Exogenous Rebate Endogenous Rebate
Endowmen (No Rebate)
Low Endowment BSL-LOW EXO-LOW END-LOW
(100 ECUs) 32 Obs. 36 Obs. 36 Obs.
High Endowment | BSL-HIGH EXO-HIGH END-HIGH
(1000 ECUs) 36 Obs. 36 Obs. 36 Obs.
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Each treatment consists of two parts. The first gaa four-player PGG with partner
matching repeated for 20 rounds, and the secondigpamn individual DG in which the
recipient is a real charit}?. The subjects know that the experiment consistsvofparts, but
they are not aware of the contents of the secoridayteen they are involved in the first part.
This is done to eliminate any possible expectagfiects about the second part in the
decision made in the first part of the experiment.

In the first part of the experiment, depending ba treatment in each round of the
PGG subjects are endowed either with 100 Experiahedtirrency Units (ECUSs) or with
1,000 ECUs and have to decide how much they wilitrloute to a public account. The
ECUs contributed to the public account is returtiedach group member as a payoff of 0.5
ECU (Marginal Per Capita Return (MPCR) = 0.5). A& &nd of each round, subjects receive
information about the current and the past paywéis the public and the private accounts.
However, they are able to infer only the averagey pf other group members, but not
specific decisions.

In the second part of the experiment, subjects plasriation of the dictator game.
10,000 additional ECUs are given to each subjecaraendowment and they have the
opportunity to divide the additional endowment betw themselves and the charity as the
recipient. Dictators are not allowed to use thegomes from the PGG for the donation
purposes, thus the donation amount is between 0 1&)d00 ECUs. Furthermore, we
introduce three rebate scheme treatments for tb&fr to compensate the cost of donation.

The schemes are no rebate (Baseline), exogenoaterahd endogenous rebate. In
the case of a ‘no rebate’, the second part of ¥per@ment is identical to a standard dictator
game with charity. In the exogenous rebate schamsapject receives a rebate of 40% of his
donation from the experimenter. The endogenousteetizheme is similar to the exogenous
one, except for the source of the rebate. Underdtihheme, a subject receives the same 40%
rebate for his donation, but the amount comes fiteapublic good account of the PGG from
the first part of the experiment. Hence, group memlof the PGG share the cost of their
rebates and the PGG and the DG payoff become atweel Figure 4.1 summarizes the

experimental procedure.

13 The Charity is 'Aldeas Infantiles SOS'(SOS Chil&seviillages). It is an international charity suppog
needy children, and their families and communities.
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Figure 4.1. Experimental procedure

4 N\ )

Part 2:
RatL . One-shot Dictator game with charity
4-player Public good game with (EXTRA Endowment: 10,000 ECUs)
0.5 MPCR for 20 rounds Z> - Baseline (No rebate)
i LQW Sz (100 [ECL) - Exogenous rebate (40%, from experimenter)
- High endowment (1000 ECUSs)

- Endogenous rebate (40%, from public acccyt)

- /0

The total payoff of a subject is the sum of the gfayfrom the PGG and the
endowment that he keeps for himself in the DG. Fdiynthe payoff of player under the
scheme of no rebate is:

nif =% + m¢ = ?21{6P —Cit t %Z;'l:l Cjt} teq—d; 1)
Here, as well as in the below, we dengfe= endowment in the PG@, = endowment in the
DG, ¢;; = Playeri’s contribution to the public account at timed; = Playeri’s donation to
the charityn = group size =4y = 2, MPCR = 0.5.

With the exogenous rebate scheme, the payoff gfeplais the sum of the benefits

from the PGG, the endowment kept in the DG andebate given exogenously.

b
nfX0 = w66+ mP6 = 320, {ep — cip + 7 Xy e} + €0 — (1 = 1)y ®)
wherer = rebate rate = 0.4.

The payoff of player i under the endogenous rebakeeme is similar to (2), except

the rebate comes from the PGG. It is given as:
b
wEND = gPCC 4 PC = Eol{ep —cie +- X1 cjt} +eq— (A —r)d; ==X, d;

oo mfNP =Y {ep —cu} +eq— (1 —1)d; + = Z (b X2 ¢ — dj} (3)

wherer = rebate rate = 0.4.

We recruited 212 economics and business undergedtiadents at the University of
Valencia, registered for experiments in the lalmsatvebpage, by e-mail. Six computerized
sessions, each for a treatment, were conductedhet Liboratory for Research in
Experimental Economic (LINEEX) at the University @alencia, using z-tree (Fischbacher
2007). Each session had 36 subjects except one-(BSL) that had 32 subjects.

Subjects were randomly allocated to private cubi@ed the experimenter read the
instruction of the first part aloud. Then subjeatswered a pre-experimental questionnaire

and played the PGG. Before starting the second, plaet experimenter distributed the
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instruction for the DG and read it aloud. Moreoske read the charity's main goal extracted
from the charity's webpage. Once everybody finisheaking decisions, the experimenter
announced the total donation made in the room @mdformed the total ECUs to be passed
to the Charity in Euros. The exchange rate (2000€€ 1 Euro) was a common knowledge.
We used the internet to make the donation to thaitgh It was done in real time and

participants could follow the process through ajgmir. A randomly selected participant

was chosen to supervise the process through whembney was transferred to the charity.
The average earnings were 8.5 Euros in the lowwemdmt treatments and 19.5 Euros in the

high endowment treatments. The sessions lasteatdond 90 minutes.

4.3 Results

In this section we first report the relevant dgsiore statistics and then analyze the effects of
the rebate mechanisms and the PGG endowments ogiiig. To capture the intrinsic
motivation in social behavior, we further investgthe relationship between the contribution
in the first round of the PGG and the charity dmrmatFinally, we investigate how gender

affects the decisions on charity donation.

4.3.1 Descriptive statistics

Table 4.2 reports average earnings in the PGG datrtrent. Since the PGG is adopted to
replicate the rebate source in the real life ardntlain question of this study is to investigate
how the source of rebate influences individual\@rgg behavior, we describe briefly average
earnings over treatment from the PGG. Note, howehat since the contents of the second
part of the experiment were unknown to the subjetisre should not be any systematic
difference between treatments with same endowments.

Table 4.2. Average (standard deviations) earnings ithe public good game
Baseline Exogenous Endogenous

All
(No Rebate) Rebate Rebate
Low 2583.88 2625.53 2751.33 2656.26
Endowment | (352.81) (290.90) (456.67) (377.09)

23473.97 26645.28 26773.03 25630.76

High
I (2322.81)  (4578.06)  (3627.02) (3908.19)

Endowment
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For the case of low endowment, subjects overatesharound 2656 ECUs, and the
differences in average earnings across rebate sshara not statistically significant. Overall
average earnings for high endowment is around 25830s, and average earnings between
two rebate schemes, END-HIGH and EXO-HIGH are nghiBcantly different. However
one for the BSL-HIGH is significantly less thantire other two rebate schemes (BSL-HIGH
vs EXO-HIGH: p-value = 0.0015, and BSL-HIGH vs ENIDGH: p-value = 0.0002) when
we run Mann-Whitney tests. It might be caused leyféitt that somehow there are more free
riders in the BSL-HIGH treatment than in othersrtkermore, in order to compare the high
and the low endowment groups directly, we scaledetirnings of the high endowment group
by 1/10 and found that average earnings acrosbalireatments except BSL-HIGH are not
statistically different. The difference in averag@rnings between the BSL-HIGH and other
treatments, however, did not have any significéieice on any of our further analyses.

Turning to the second part of the experiment, Fgu@ depicts the average donations
to the charity by treatment in the DG (the corregfiong table is provided in the Appendix).
Recall that an additional endowment was given &dictators separately, and the earnings
from the PGG could not be used in the DG. Compaawveyage donations between the low
and the high endowment groups, we find that theation in the high endowment group is on
average higher. Furthermore, this difference besomere prominent when rebate schemes
are introduced. In the baseline treatment, theefice is 610 ECUs but it becomes 1361
ECUs and 2279 EUCs in the endogenous and exogeebtase treatments, respectively.
However, the difference is significant in a Mann-tkiay test only under the endogenous
rebate treatment. (BSL-LOW vs. BSL-HIGH: p-valu@.25, EXO-LOW vs. EXO-HIGH: p-
value = 0.19 and END-LOW vs. END-HIGH: p-value £@09).

Figure 4.2. Average donations by treatments
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Even within the same endowment, rebate treatmdaisvery different roles. In the
low endowment group, an introduction of rebate eases the average donations, with a
higher degree of reduction of donation for the @mimus rebate scheme. The average
donation in the baseline treatment is 2,278 ECUS. iBdrops down to 1,729 ECUs and
1,002 ECUs with exogenous and endogenous treatprasigectively. On the other hand,
rebate treatments have positive effects on thegilbehaviors within high endowment. With
no rebate, the average donation is 2,888 ECUs;easeaverage donations go up to 3,088
ECUs and further to 3,281 ECUs with exogenous amibgenous rebates, respectively.
These differences, however, are not statisticadjgiicant**

From the distribution of average donations acroestiinents we observe that the level
of endowment in the PGG and the rebate schemeeiD can have heterogeneous effects
on giving behavior. An introduction of exogenous @éndogenous rebate monotonically
decreases the average donation under the low eneotvoase; while the average giving
increases with any rebate scheme under high endotvitbhenay be possible that the amount

given to the charity is affected differently foffdrent treatments. Next we analyze this issue.

4.3.2 Treatment effects

In this section, we estimate the effects of theatelschemes on the giving behavior under a
specific endowment level using a Tobit regressiaadeh We employ the Tobit model to
investigate how much a subject actually donatebeacharity if he indeed makes a positive
donation. The dependent variable in the Tobit magldle amount given to the charity. EXO
and END are treatment dummies for the exogenouateebnd the endogenous rebate
schemes respectively (with no-rebate treatment asdtle baseline). PROFIT IN PGG is the
total amount of earning from the PGG. We include tb control for any possible income
effect that may arise from the first part of thepesment. FEMALE is a dummy variable
depicting a female dictator, and NGO is a dummyalde indicating whether the subject
self-reported to be a member of NGOs.

¥“Mann-Whitney Test summary: BSL-LOW vs. EXO-LOW: phve = 0.84, BSL-LOW vs. END-LOW: p-
value = 0.20, EXO-LOW vs. END-LOW: p-value = 0.BSL-HIGH vs. EXO-HIGH: p-value = 0.92, BSL-
HIGH vs. END-HIGH: p-value = 0.56 and EXO-HIGH \END-HIGH: p-value = 0.62.
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Table 4.3. Treatment effect: Tobit model

Low Endowment High Endowment
1) (2) 3) (4)
EXO -521.47 -952.87 -394.56 -420.37
(822.22) (826.13) (1061.25) (1053.40)
END -1778.18 -1983.02 39.71 -57.46
(851.25) (837.22) (1051.07) (1051.82)
PROFIT IN 0.32 0.47 0.14 0.16
PGG (0.93) (0.96) (0.11) (0.11)
FEMALE 754.98 308.28
(709.69) (852.59)
NGO 1726.23 1654.91
(696.66) (804.39)
Constant 730.62 -747.69 -952.40 -2656.91
(2485.62) (2564.65) (2746.25) (2915.59)
# of Obs. 104 103 108 108

Standard errors are in parentheses; ***, ** andhdicate significance at the 1%, 5%, and 10%
level.

Table 4.3 includes the results of Tobit regressionghe two endowment levels with
and without controlling for the demographic varehl The rebate schemes play very
different roles in determining the giving behavibor exogenous rebate, the price of giving 1
ECU becomes 0.6 from 1, hence in line with existstigdies showing that giving is price
elastic, one would expect the donation to incréa¥ée, however, find that exogenous rebate
scheme does not have a significant effect on tlaeitghamount. Although uncommon, this
phenomenon is not unheard of. Marcuello and Sal®1(R2 among others also found no
crowding-out effect (among Spanish subjects), wirickpirit is similar to our result.

More interestingly, the endogenous rebate schemsestgmificant effects, but only
under the low endowment treatments. This schemeedses the amount of charity by 1,778
and 1,983 ECUS (17.8% and 19.8% of the endowmemnyi This may come from three
channels; the preference for the rebate systenmw#ow, and money perception. First, the

donors realize that an endogenous rebate scherhesséntially be cross subsidized from

15 There is a stream of literature (Feldstein andf€lker, 1976; Feldstein and Taylor, 1976; Clote|t1985;
Feenberg, 1987; Randolph, 1995; O'Neil et al., 1fulfaian, 2000; Tiehen, 2001; Auten et al., 2(0&kel
and Grossman, 2003, 2006, 2008; List 2011) thadtigate similar issues.
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another service served in the society, and theyimigt be favorable to this idea. They may
also anticipate that some of the other dictatotsdonate some amount that will reduce the
total PGG payoff, and as a result their own totygéf. To compensate for the same they
reduce their own giving. Second, part of the watawgeffects gets reduced when the rebate
scheme is introduced and the donors donate lesstaduke same. Third, although the
monetary income from the PGG is controlled in regiens, we expect that the level of
income from the PGG has a negative effect on iddiais’ money perception and the amount
of donation becomes sensitive to the income lakpking and Breeze (2012) summarize
the effects of money perception on giving behawagserting a negative relationship between
financial income and money perception (in termseaténtion and inadequacy). They show
that those who feel more financially insecure aiéing to donate less. In our setting of the
PGG a subject is given either a low or a high endent and, as a result, a subject with a low
endowment earns significantly less. Moreover therage earning under low endowment is
significantly lower than the endowment given foe tHictator game. This may cause the
subjects in the low endowment to become cautiousraare worried about their financial
situation. In END-LOW, all of these three effecterw in the negative direction and as a
result the charity donation declines. However, MCEHIGH, although the first two sources
impose negative effects, money perception bringspositive effect on giving. Consequently
the variable END turns out to be not significanthe regressions under high endowment.
These results may provide directions regarding eympént of subsidy schemes for
charity donation across income levels. If an endoge rebate scheme is implemented to
encourage charity giving regardless of income leieamight not only fail to increase the
charity amount, but may also face a reduction imation from the lower income donors.
Focusing on the demographic variables, there wagender difference on the overall
amount given. However subjects who reported to benbers of NGOs are more likely to
donate a larger amount compared to others. Thishmppen due to two reasons. First, the
membership might indicate an intrinsic altruistature of those subjects. Second, it might be
that subjects try to justify their behavior and ogpthe NGO membership accordingly.
Hence, it will be important to investigate the telaship between revealed social preference

and corresponding amount given for the charity.
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4.3.3 Social preference type and charity donation

The PGG in the first part of the experiment aldoved us to further analyze the relative

social preferences of the subjects. If a subjectlaively more other-regarding compared to
his group member(s) in the PGG, he might contribatee than others. This, in turn, may

reflect his behavior in the DG. To capture this hagsm, we rank the subjects in ascending
order of their public good contribution in the vdigst round (in case of a tie, we compare
their contributions in the next round and deciderugheir ranks). Then we categorize the
subjects as two types: social and selfish. Sogja includes subjects who contributed the
highest or the second highest amount in their grétgpple who are not social type are
defined as selfish type.

We choose the contribution in the first round far analysis, because we believe that
it is a robust indicator of other-regarding preferes. Possible other indices such as the total
contribution or the average contribution in the PG&ve two opposite effects on charity
donation. A subject contributing most in the PGGyrba the most other-regarding person.
This should naturally translate into higher domaiio the DG. However, high contribution in
the PGG may result in very low earnings in the P&@ for him. As a result, he might not
be able to afford to donate a large amount in tle Bince these two factors work in the
opposite directions, the net effect of the total@P&ntribution will be unclear.

Figure 4.3 and Figure 4.4 show the average domatdrsocial and selfish types by
rebate schemes for the two endowment levels. IurEigh.3, regardless of the type, the
introduction of any rebate scheme tends to decrdmsaverage donations by group. This is
in line with the pattern of the low endowment cage discussed in the previous section.
Also, the average donations by social and selfyples are not significantly different within
the treatment. However in Figure 4.4, where subjbave a high level of endowment in the
PGG, the average donations by type vary extensi¥eiyjovement from exogenous rebate to
no rebate to endogenous rebate scheme has opeffsitess on the social and on the selfish
types. Under the exogenous scheme, the averagéaloby the social type is lower than the
one by the selfish type, but the difference issighificant. On the other hand, the social type
donates significantly higher amounts than the &elfones in the baseline and in the
endogenous scheme. (Mann-Whitney Test BSL-HIGH&aesi. Selfish: p-value = 0.057 and
END-HIGH Social vs. Selfish: p-value = 0.033).
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Figure 4.3. Average donation by player type and redite scheme: Low endowment
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Figure 4.4. Average donation by player type and refite scheme: High endowment
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We further investigate the effects of the otherarding preference defined by social
types on the actual amount donated for each retegteBnent using a Tobit model. The results
are summarized in Table 4.4. In the analyses regprthe total PGG earnings and
demographic variables are employed as controls.r@&sgdts remain qualitatively same even
otherwise.

We introduce a dummy variable SOCIAL TYPE takindueal if the subject is of
social type. This variable turns out to be highiyndicant and positive while regressing on
the amount of donation in the BSL-HIGH and END-HI@Eatments. Social type subjects in
the BSL-HIGH treatment are willing to donate aro@d13 ECUs more than the selfish type
subjects. Similarly in the END-HIGH treatment, th@nation by the social type is on average
3,043 ECUs higher than the one by the selfish tyHesvever, social type does not have any
significant effect on the charity donation in otlwatments. Hence, this result reaffirms that
other-regarding preference in the PGG does notemattdetermining the donation level in
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the case of low endowments. In the case of higlowntent, it matters except when the
rebate scheme is exogenous.

We believe that these results are mainly drivea lbpmbination of money perception
effect and other-regarding preference. As discugsélde previous section, the low income
level may be prone to the feeling of preservatind worry about financial status. When the
endowment is low in the PGG, the effect of monerception dominates the other-regarding
preference. Thus the coefficient of social groumsgnificant across all the treatment with
the low endowment. However if the endowment in (asdx result, income earned from) the
PGG is high enough, then the other-regarding peefer becomes prominent and has
significantly positive effects on the givirt§.

Non-parametric results discussed below and regnessisults in Table 4.4 confirm
that when there is no rebate or the rebate is eamng in the high endowment, the social
type is more generous than the selfish one. Iniaghg the EXO-HIGH treatment shows a
different pattern from BSL-HIGH and END-HIGH treant. In the EXO-HIGH treatment,
the total earnings in the PGG become significatiterathan the other-regarding preference. It
is possible to explain this in terms of the pritasgcity of giving. Since the price of altruism
is the lowest with the exogenous rebate schenmmgriéases the average donation even for the
selfish subjects. Hence the variable social tutid@be not significant in the regression.

The coefficient of FEMALE is significant and posgiin both END treatments, i.e.,
females are more generous under the endogenous Eteeme. Since the price of giving is
lower under the endogenous scheme (compared ttifegsat a first glance, this result is in
contradiction with the ones by Andreoni and Vesiredl (2001) who find females to be more
generous when the price of giving is higher. Birics in the endogenous scheme the rebate
comes from the PGG account, the real price of givlapends on the perception about how
much everybody is giving in the DG. Hence, thisicinre is not appropriate to compare to
the Andreoni and Vesterlund (2001) analysis. Tesilt, however, is comparable to the ones
in Rigdon and Levin (2011) who show that femaleslt®® make higher donations than males

when they have to perceive about the possible gilmjnothers.

16 This may also be viewed through the lenses of hmpAltruism. See Andreoni (1990) for the theory, or
Chowdhury and Jeon (2014) who discuss the mechanismugh which this effect may take place.
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Table 4.4. Effects of social preference: Tobit regssions

BSL-LOW  EXO-LOW END-LOW BSL-HIGH EXO-HIGH END-HIGH

SOCIAL 54.09 57.47 -682.14 2,412.89" 58.03  3,042.67°
TYPE | (1,816.87) (1,408.63)  (762.36) (665.87)  (2,005.26) (799.36)
PROFIT 3.14 2.21 -0.39 -0.03 0.35 0.07
IN PGG (1.70) (2.19) (0.54) (0.16) (0.16) (0.12)
FEMALE 823.72 -265.74  1,793.64 -2,197.70  -1,497.85 2,741.61
(1,474.55) (998.54) (822.81)  (2,137.05)  (1,841.96) (781.47)
NGO 4,375.05 19.56 548.42 1,190.40  3,730.45 -754.82
(1,428.97) (1,442.19)  (538.92) (1,585.82)  (1,369.59) (699.04)
Constant| -8,864.03 6,979.44 379.17 3,030.21  -8,062.47 -1,567.13
(5,589.01) (6,449.13) (1,742.68) (5,969.90) (5,541.27)  (3,412.46)
# of Obs. 32 35 36 36 36 36

Standard errors are in parentheses; ***, ** anddicate significance at the 0.1%, 1%, and 5% level.

4.4 Discussion

The existing experimental literature on charityatebrarely considers the source of
the rebate budget, and assumes it to be exogelmotigs study we investigate the effects of
the sources of charity rebate on donor behavior.adfpt a two part game consisting of a
public good game in the first part and a dictatamg with real charity in the second.
Different rebate schemes that are funded eithethiey experimenter or from the public
account in the public good game are introduce éndilstator game to distinguish between the
exogenous versus endogenous source of the relmiacdrporate possible interaction with
income effect, we employ either a high or a lowaemchent level in the public good game.

The results show that giving behavior crucially elegis both on the type of rebate
scheme and the endowment amount in the public gaotk. Subjects having a low level of
the endowment decrease the amount given to thatychahen the rebate is budgeted
endogenously. This result may be driven by thretofa; preference for the rebate system,
warm glow and money perception. The structure ofogenous rebate scheme reduces both
the willingness of donation and warm glow, and line level of the endowment brings up
the response of retention and inadequacy and esuét the donation is reduced. On the other
hand, in the high endowment treatment under endmgenscheme, other-regarding
preference becomes salient and has significantjtipe effects on giving. Furthermore, the

exogenous rebate scheme (the standard treatmexiparimental literature) does not have
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any significant effect on charity donation acroegd@vment levels. Our results also indicate
gender difference when the endogenous rebate walsrmented. Since dictator’s decision is
endogenous with the expectation for group membadosations, female subjects are more
generous than males when the rebate scheme isenmuicg

It is important to note that this experiment waa m Spain, which has a specific
donation culture different from the United Statetbe United Kingdom where most of
experiments were run earlier. Spain is ranked tvati terms of 2010 GDP, whereas the
United State and the United Kingdom are first amthsrespectively. However, according to
the World Giving Index 2010, Spain is ranked ninétgt in terms of the percentage of
donating money to charity, volunteering time, aradping a stranger, whereas the United
Kingdom and the United States are the fifth and émghth. If we consider only the
percentage of people who make a charity donatwenty five percentage of the population
in Spain had given to a charity but sixty perceatagd seventy three percentage of people in
the US and the UK had given. Since our experimeas vun in 2010, before Spain was
officially in the recession it is hard to believet our results face any direct consequence of
the recent economic crisis in Spain. Thus the donatulture may be a factor in explaining
some of the current results that are not in lingawie existing literatur’

The fact that subjects with different endowmentctedifferently with endogenous
rebate scheme is highly relevant in designing pedicThese results show that policy makers
should be careful in implementing a blanket relsatieeme to encourage charity donation.
Current rebate scheme (equivalent to the endogerehate) may not have any effect to
increase donations among the high income peoplejtbmight cause a decrease in the
donation from the lower income people. Moreovearf individual is self-regarding, a tax
deduction for charity donation may have positiviugnce on the giving and might result in
an increase in donation. However the effects of éghdogenous rebate scheme may be
different across the countries due to the donatiolture, the distribution of income and
altruistic types. Hence, a policy maker needs ke &ccount of these as well.

There are many ways this research can be exteAdeshl effort wage scheme can
replace the public good game. It is also possibiatroduce tax to bring this frame closer to
field observations. A mix of exogenous and endogsnebate scheme or a mix of high and
low endowment (which are prevalent in some casesahlife) can also be considered. We
hope to build upon the current study and consiteséd issues in the future.

7See Marcuello and Salas (2001) for further discussin related issues.
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Chapter 5
ldentity and Group Conflict =

5.1 Introduction

Conflicts among groups are ubiquitous in daily.lifs&t any level of society, groups
engage in violent or non-violent conflicts and gramembers expend costly resources for
their group in order to gain material benefits (egpoils of a war), or to achieve social
recognition, or to avoid a loss. Examples incluaigal conflict, conflict relating to language,
religion or culture, political competition, teamosts and collective rent-seeking, to name a
few. Such group conflicts are costly for the indiv@l group members and often also costly
for society. The earliest documented human conflegdulting in fatalities was between
14,000 BC and 12,000 BC in Nubia (present-day Sudanvhich at least 59 people died
(Kelly, 2005). Almost 15,000 years later, the cmtfloetween the Hutu and the Tutsi
populations in Rwanda, Burundi and Uganda in tlsé dantury claimed more than a million
lives. Numerous conflicts are recorded in betweanss time, place and culture. Even when
fatalities are not involved, group conflicts oftereate costs such as long run tension and
hatred, the expense of resources on unproductiemske activities etc.

It is, hence, not surprising that researchers acrdsciplines have spent a
considerable amount of effort to explore the readeading to a conflict, and possible ways
to eradicate them. Hirshleifer (1995), while dising the possible reasons for a war,
inquires:

“Is war mainly due to hatred and ingrained pugngcfpreferences)?

Or to the prospects for gain at the expense of eweakctims

(opportunities)? Or, is war due to mistakes in ewadihg others’

motives and capacities (perceptions)?”
While the latter two points are studied in detal Economics, the first issue remains
relatively unexplored. In this study we consideveay specific dimension of preference -
identity - which may contribute to the initiationdiescalation of conflict.

The Oxford Dictionary defines Identity as “the cheteristics determining who or what a

person or thing is”. It is plausible that identdgn be a key ingredient in defining a group,

18 This Chapter is a joint work with S. M. ChowdhumndaA. Ramalingam.
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and, also a basis for conflict. In his seminal wo8en (2007, Ch. 2) introduces the
relationship between the salience of a particulanedsion of identity and conflict. He
hypothesizes that certain situations when a pdatiadimension of identity, say religion or
race, becomes salient can engender conflict and &ad to its escalation. He further
differentiates between ‘identity’ and ‘classifiaati. Sen (2007, pp. 26) argues that a person’s
race can be his identity, but his shoe size cay bel interpreted as a classification. A
classification can certainly be cheap, but oneé&nidy is not. As a result, when the identity
or classification determines the concept of a grovgwould observe two phenomena. First,
the salience of identity increases conflict. Se¢ahd effect of an identity in conflict is more
than the effect of a classification. To the besbwf knowledge, there is no existing applied
study, using field or laboratory data to investg#te issues of the effects of identity on
conflict as described by Sen (2007). In this stugyrun a laboratory experiment to explore
the issue of the relationship between identity emflict. We ask the following questions: Is
there empirical support for Sen’s hypotheses abmeffects of identity on conflict? Does
real identity initiate and instigate conflict mdiean a classification (a minimal identity)? If
so, then is the effect of identity symmetric acragents?

The relationship between identity and several otteltavioral outcomes, however, is
well examined. Sherif et al. (1961), Turner (19&8)d Tajfel & Turner (1979) among others
investigate this broad topic in Psychology. Sen8B)9himself discusses the effects of
identity on coordination, and Fearon & Laitin (19%hd Hardin (1997) explore similar
issues in Political Science. In economics, howethex,exploration of the effects on identity
starts with the seminal study by Akerlof & Krant(#000). Since then, a series of follow up
studies have emerged. Robinson (2001), Akerlof &riton (2002, 2005, 2008, 2010), and
Basu (2005, 2006) explore the theoretical backgioto the issues related to identity;
whereas Fershtman & Gneezy (2001), Goette et @06)2 Deck et al. (2009), Chen & Li
(2009), Hargreaves-Heap & Zizzo (2009), Chen & C#611), Chen et al. (2014), Kranton
et al. (2013) pursue field and experimental studieselated areas. Chen & Chen (2011)
employ a minimal identity paradigm that can be cared with the idea of ‘classification’ as
explained in Sen (2007, pp. 26). Although hypoteestating to identity and conflict as in
Sen (2007) are often discussed in various studmdence related to the same is yet to be
analyzed in the literature.

Existing field studies or laboratory experimentssotial psychology and in economics
have shown that an introduction of real or minindntity elicits in-group out-group

discrimination (see, for example, a majority of tharly studies in social psychology as
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covered in Tajfel & Turner, 1979; and Ahmed, 20Q0;10; Benjamin et al., 2009, 2010;
Deck et al., 2009; Hargreaves Heap & Zizzo, 2008y K Shayo, 2010 from economics). It
has further been shown that group identity candoeéd in terms of inequality (Esteban et
al., 2012a, b), and that a group identity can bplated to manage diversity (Eckel &
Grossman, 2005) or invoke stereotypes (Shih el@89). Although a few recent theoretical
studies explore the relationship between conflidd aentity (see Smith, 2012; Kolmar &
Wagener, 2012) using conflict models, the exisexgerimental literature employs mixed-
motive games such as prisoner’'s dilemma (Bornste¥®2) or social dilemma situations
such as public good games (Hugh-Jones & Leroch})2@lallocation games (Kranton et al.,
2013) for the same. These games are approprisgamineconflict of interestsn agents,
but are not able to replicate conflict situationsmhich groups compete with each other and
the group members expend costly resources in @aodgain something or to avoid losing
something. Hence, it still remains to be seennfaicontrolled setting, the salience of a
particular identity increases ‘Conflict’.
While discussing this issue, Basu (2005) famousytions that:
“Our sense of self, or identity, can influence sorcial, economic and
political behavior. We hear of religious wars, ethitensions and the
coming clash of civilizations but we do not hearfraftion between
short and tall people, or between the bald andhingute”.
This, in spirit, is in the same line with the diéatiation Sen (2007) makes between the
effects of identity and classification. Rightfullsince there are various dimensions of identity
that can be considered as the focus of conflictranichll identities may have the same effect,
it is important to narrow down our focus on somecsiic dimension of identity. In this
respect Young (1982) argues that:
“(recent history suggests that the major patterihconflict cohere
around two organizing principles: class and ethtyiti
Scholars have found that race or ethnicity remaims of the most important factors in
various type of social conflict across the globee(€steban & Ray, 2012a, b; Horowitz,
2000; Humphreys et al., 2002; Fearon & Laitin, 20B@ynal-Querol, 2002). Hence, we
consider race as the focal real identity in oudgtdro control for the effects of any arbitrary
identity on conflict against the real (racial) itien and to test Sen’s idea about the effects of
‘classification’, we also include a minimal idegtih our study.
We study a group contest with a group specific jougbod prize. In the game group

members may expend effort for their group and tiredp effort’ influences which group
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wins the prize. Irrespective of the outcome of ¢batest, all agents lose their efforts. A very
preliminary version of a similar game was includedRapoport and Bornstein (1987).
However, the theoretical background of this typegaies is provided first by Katz et al.
(1990), and experimental evidence by Abbink e(2010). We use the theoretical structure
of Katz et al. (1990) and the experimental proceduas in Abbink et al. (2010), but
introduce the concept of identity and classificatio the game.

We employ three treatments. In the baseline treatriveo three-player groups — one
consisting of East Asians, and the other consistihVhites (Caucasians) — engage in a
group contest. But no information about the grouwmmpgosition is revealed. In the
classification treatment or minimal identity tre&tmb the same experiment is run, but each
group is arbitrarily given a different color cod@. the real identity treatment the racial
compositions of the groups are revealed.

We find that in all three treatments subjects exlpsignificantly more effort than the
Nash equilibrium prediction. However, efforts aign#ficantly higher in the real identity
treatment than in the other two treatments. Furties comes both from a reduction in free-
riding (expending zero effort), and an increas@asitive efforts. No particular racial group
behaves differently from each other. But, regasilekrace, females expend significantly
higher effort than males, and the difference widghen real identity is introduced.

We find support for Sen (2007)’s argument that imgia real identity salient initiates (in
terms of the reduction of free-riding) and increaga terms of higher positive effort)
conflict. Moreover we find that a minimal identifglassification) may increase conflict but
the increase is not as large as the effects ofah identity — further supporting Sen’s
hypothesis. Finally, exploring gender differencas, conclude that the effect of identity, at
least in this induced effort set-up, is asymmeddooss demographic groups.

The rest of the paper is organized as follows. 3é@ond section provides a theoretical
background of the model of conflict we use andtthed section explains the design of the

experiment. The fourth section presents the reaultisthe final one concludes.

5.2 Theoretical background

We study behavior in a group contest in which rplétigroups compete for a prize. Group
members can expend costly effort, and the sumlafralp members’ effort constitutes the
group effort. The group effort determines the greudikelihood of winning the prize. The

probability of winning is determined through thelMkaown Tullock (1980) contest success
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function (CSF)° In particular, a group’s probability of winningetprize is equal to the
group’s effort divided by the total group effort @f competing groups. Here we present the
theoretical model of such a group contest.

Let the number of groups competing for the prizerl§ 2) and the number of (risk-
neutral) group members in each grouprbé€> 2). Each player in each groupy (=
1,2,...n) has the same endowmeat> 0, from which he/she can expend effegt € [0, e].
Any effort expended by a member of gragimcreases the likelihood that grogwill win
the prize. Any endowment not expended remains plékeri.

The group effort of groupg, X,, is the sum of the effort expended by all memiloérs
groupg, i.e.,X, = ;x4 Let the total group effort by all groups compgtiior the prize,
i.e., by allnm players, be&X = Y., X,. The probability with which groug wins the prizep,,
is determined by a lottery contest success fungliafiock, 1980) and is given by

~ {Xg/x ifX %0
Ps=11/n  otherwise

The prize is a group-specific public good prizehe sense that each member of the
winning group earns the prize regardless of the werh@f his/her effort. Let the prize
evaluated commonly by each individual player beoteth by > 0. The losing groups
receive a prize of 0. The expected payoff of playrrgroupg, is given by

Mg = PgV + (€ = xg:)
where the first term is the expected value of theepand the second term is the part of the
endowment that playerkept with him/her. From Katz et al. (1990) it da& shown that there
exist multiple equilibria and individual equilibriuefforts cannot be characterized. However,
in any equilibrium, the group effort for each grasp
X*=V(n-1)/n?
In a finitely repeated game, the equilibrium prédic is that each group will expend in

each repetition of the stage game.

5.3 Experimental Design

The experiment consists of a finitely repeated esinbetween two groups of three subjects

each, and the core design is very similar to tlsgtemplemented in Abbink et al. (2010). In

19 We employ a Tullock (1980) type CSF for severabogs. First, it is shown by Munster (2009) thas (BEF
is derived under a set of reasonable axioms. Sedbislwidely used in modelling various situatiosisch as
rent seeking, war, innovation tournament, legalldésietc. Finally, since a pure strategy equilibriexists, this
CSF allows us a greater flexibility in designingeaperiment focused on issues other than testigryh
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the experiment, each member of each group is erdloxite 60 Experimental Currency units
(ECUs) which he/she can allocate to a group accoumd an individual account. Once all
individuals make a decision, the Tullock contestceiss function is used to determine the
winner. Each member of the winning group is awardi@dECUs. Subjects are then informed
of the total ECUs in their group account, the t@&@lUs in the other group’s group account,
which group has won the prize and their individeginings in ECUs from that round.

This contest is repeated for 20 rounds. Subjeatmatause past earnings in future
rounds and receive a fresh endowment of 60 ECléseny round. At the end of the session,
each subject is shown his/her individual earnimggECUs in each of the 20 rounds. Subjects
are then paid for the same 5 rounds chosen randatrtlye rate of 25 ECUs to 1 GBP. In
addition, each subject receives a 2 GBP show-up Ifeeéerms of the theoretical model
presented in the previous section, the paramefetiseocontest in our experiment are=
2,m=3,e =60 andV =40. The equilibrium prediction in our experiment isu$ that
group effort for each group is 10 ECUs, iX%,= 10, in each of the 20 roundS.

Each session includes 9 subjects from each of ae@lr cohorts: East Asians and
Whites (Caucasians). Within each cohort, subjetsrandomly and anonymously assigned
to groups of three. Two groups — one from eachalambhort — are then randomly and
anonymously paired with each other. Thus all thresmbers of a group are from the same
racial cohort and the two competing groups are ameag of subjects from the two different
racial cohorts. The matching within and betweerugsoremains fixed throughout a session.
A subject can participate in only one session.

The experiment has three between-subject treatnaat$our sessions in each of the
treatments. In thBaseling(no identity) treatment two three-player groupsne consisting of
East Asian subjects, and the other consisting oft&\dubjects — are matched to play the
group contest, but no information about the grougmpgosition is revealed. In the
instructions, phrases such as ‘your group’ anddhmup you are matched with’ are used. In
the Color (‘classification’ or ‘minimal identity’) treatmenthe same experiment is run, but
each group is arbitrarily given a different colade — either Green or Blue. In two sessions,
the East Asians are called the Green groups whitéted/ are called the Blue groups. To
check if the artificial color labels have an impact behavior, the assigned color labels are

reversed in two further sessions (we call themGheen-Blueand theBlue-Greensessions).

20 Note that the endowment given to the subjectshagler than the Nash equilibrium amount, and theepr
value. As shown by Baik et al. (2014), endowmeny imave an effect on bid level. But, since the endewt is
the same across treatments and we are interestexhiment effects, this does not affect our aiglys
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At the beginning, the instructions in this treatwsemention which color group the subject
belongs to, but all the remaining parts remainghme as in th8aselinetreatment. In the
Race(real racial identity) treatment the racial composs of the groups are revealed. They
are informed at the start of the instruction thatrgone in their group is of the same race and
that everyone in the other group is of the otheerdhe remaining parts of the instruction
stay the same.

The experiment involved a total of 216 student sciigj from the University of East
Anglia, UK recruited through the online recruitimystem ORSEE (Greiner, 2004) that
enabled the selection of participants accordinghtar reported rac&.No subject had any
prior experience in participating in a contest exkpent or in an identity experiment. All
sessions were computerized using z-Tree (Fischba2hb@7). Each session consisted of 9
East Asian and 9 White, i.e., a total of 18 sulsieét the beginning of each session,
instructions were handed out and were read aloughbgxperimenter. Subjects were required
to answer a questionnaire before the experimerdrbdgach session lasted approximately 60
minutes and average earning per subject was 16iG®BRling a show-up fee of 2 GBP. The
instructions can be found in the Appendix.

5.4 Results

Note that every treatment has 72 subjects. Howewate players receive feedback on group
efforts of their group and of the competing groapch competing pair of groups forms an
independent observation. As each set of groupgoaisists of (3+3=) 6 subjects, we have 12
independent observations for each treatment.

To test if a particular color has an effect on lvébrain the Color treatment, we run a
random-effect regression of individual efforts oranstant, one-period lagged own effort,
one-period lagged effort of the rival group, a titrend and a treatment dummy. The results
indicate that there are no significant differenoe®ehavior between these two color labels
under Color treatment (p-value for the treatmemhihy = 0.372). Hence, in all our analyses,
we pool data from th&reen-Blueand theBlue-Greersessions under the Color treatment.

21 The East Asian subject pool consists of individdedm China, Hong Kong, Macau, Taiwan etc. whethas
White subject pool consists of individuals from @da, France, Germany, UK, USA etc. We also ensiinad
ethnically the subjects are indeed White or Easai\ée.g., British students of Indian origin arelexed).
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5.4.1 Group-Level Analysis

We first investigate if there are differences bawéhe treatments at the group level before
moving to an individual level analysis of the reasdor any treatment differences. Table 5.1
presents summary statistics of the mean (averagedatl 20 rounds) per-round group effort
by competing pairs of groups. One can immediatélseove that the average effort in any
treatment is higher than the effort predicted by Wash equilibrium. Wilcoxon signed-rank
tests confirm this result (p-value < 0.000 fortedlatments). This, however, only reiterates the
well-known robust phenomenon that overdissipatian, expending more effort than the
Nash prediction, occurs in this type of contestegkxpents (Dechenaux et al., 2012). A more
interesting observation arises when we compareggtbap efforts across treatments. Mean
group efforts (and standard deviations) over alf@ihds shows a monotonic increase from

Baseline to Color to Race.

Table 5.1.Mean (St. Dev.) of Competing group pairs’ Efforts

Treatment Baseline Color Race
Average 34.869 38.006 46.008
Standard Dev.  (13.161) (9.607) (17.401)

To understand whether the observations from Tahkledbse general or due to a
concentration in some particular periods or paldiceffort range, we plot the mean group
efforts over periods (Figure 5.1) and over the réffange (Figure 5.2) in each treatment. For
all treatments, overall efforts decrease over time, still stay over the equilibrium effort.
Efforts are also distributed over the whole effarige.

Figure 5.1.Mean group effort over time by treatment
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The levels of mean group efforts and their trajgcts shown in Figure 5.1 show that
group efforts are higher than the Nash predicteiO] in all treatments. However, while
effort is decreasing over time in all treatmentfrés in the Race treatment akvayshigher
than efforts in the Baseline or Color treatmentse Tomparison between the Color and the
Baseline treatments, however, is not that obvidtfforts in the Color treatment remain
higher than, although very close to, the effortthef Baseline treatment.

Figure 5.2.Distribution of group effort by treatment
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Figure 5.2 provides further indication that theogfflevels are higher in the Race
treatment. The figure shows that, while the effents distributed over the whole range, the
distribution of group efforts is shifted to the higin the Race treatment relative to the
Baseline or the Color treatment; the observeditraaif low efforts is greater in the Baseline
treatments while the observed fraction of highéores is greater in the Race treatment. We
next test whether the differences noted above w@@téstscally significant with a Kruskal-
Wallis test. It confirms that the efforts distrimns are different in different treatments (p-
value < 0.001).

To further examine treatment differences and diwacof the difference, we run a
panel random effects regression that uses mulbipéervations for each group, one for each
period. The dependent variable is gralgpeffort in periodt, and the independent variables
are two treatment dummies for Race and Color. We ebntrol forthe group's own effort in

the previous period, the other group's effort i@ pnevious period and a time trend captured
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by period (1 to 20). We estimate robust standarorerclustered on independent competing

pairs. The equation below presents the regressiimates’?

Group effort = 10.811" + 3.088 Race + 0.747 Color

(2.340)  (1.646) (1.311)
+0.591" Group effort1+ 0.156" Rival's Efforts - 0.332™ Period
(0.058) (0.051) (0.085)

No. of obs. = 1368. No. of groups = 72. No. of cetimg group-pairs (clusters) = 36.
The regression confirms the observations made abbwe dummy for the Race

treatment is positive and significant (p-value 861) but the dummy for the Color treatment
is not; groups expend about 3.1 ECUs more per ¢gpe@ricche Race treatment than in the

Baseline treatment. This gives our first resultcdiews.

Result I Group efforts are higher in the Race treatment than in the Basdreatment. But

there is no difference between group efforts inGbéor and in the Baseline treatment.

Since efforts are contributed in the contest oteoto overcome the opponent’s efforts
and to win the prize, the efforts can be used awasure of the level of conflict. Result 1
thus essentially confirms both the hypotheses quih foy Sen (2007) at a group level. First,
introducing a real identity increased the levelcohflict in a group. Second, introducing a
classification did not affect the level of conflgignificantly.

It can also be observed that group efforts aretipeli correlated to lagged own and
opponent group efforts, and are negatively coreeldab time trend. These confirm earlier
findings (Dechenaux et al., 2012) that group e$fatecline over time and that a group's

efforts are increasing in their own past effortd anthose of the competing group.

5.4.2 Individual-Level Analysis

We next explore the reasons for observing hightartsfin the Race treatment. This can
happen due to two reasons: either the subjectBesreiding less (deviating from expending
zero efforts) under the Race treatment, or theyeaqgending more effort in general. To
investigate this, we need to analyze the effortalvedr at an individual level. We are also
interested in understanding whether the resultdlined in Result 1, are true across
demographic groups. To examine this, we exploreviddal behavior separately for each of

the two racial groups, and for male and femaleexuibj

22 In this equation, as in following equations anddgab***, **, and * respectively indicate significee at the
1%, 5% and 10% level. Figures in parentheses &gststandard errors.
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We first explore the extent of free-riding (zerdoefs) by individual players in each
treatment. Note that, each subject can free ridevdmn 0 and 20 times in the whole
experiment, i.e., once in each round. Table A.2H& Appendix) and Figure 5.3 present the
distribution of the number of instances of freanglby subjects in each treatment. Basically,
the X-axis in Figure 5.3 shows the number of tiraesibject can possibly free ride, and the
Y-axis shows the corresponding frequency. See frayare 5.3 that black and grey bars are
higher than white bars for the zero free-ridingegaty, i.e., inducing either ‘identity’ or
‘classification’ reduces the number of absolute frieling. To put it another way, introducing

either a real or a minimal identity increases eegagnt in conflict.

Figure 5.3.Incidence of free-riding by treatment
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However, it also seems that severe free-ridingnddfas free-riding for over half of
the possible 20 periods, is greatly reduced inRhee treatment. To test if this decline in
severe free-riding is significant, we estimate iadividual-level ordered probit regression
where subjects are categorized into 4 types indevfthe number of incidences of free-
riding; category 0 (zero free-riding), category,leategory 6-10 and category 11-20 (severe
free-riding). The dependent variable is an orde@egorical variable capturing this feature.
The independent variables are treatment dummies,cantrols for race and gender. The

regression is shown below and the marginal eff@egprovided in Table 5.2.

Free riding= — 0.348Race — 0.126 Colar — 0.041 East Asian— 0.201 Female
(0.195) (0.162) 1(87) (0.185)

No. of obs. = 216. Pseudo R-Sq = 0.0104
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Table 5.2.Marginal effects of identity treatments per catggo

# Free-ride 0 1-5 6-10 11-20

Color 0.040 0.004 -0.014 -0.031
(0.051) (0.007) (0.018) (0.040)

Race 0.119 -0.004 -0.039 -0.076
(0.068) (0.014) (0.023) (0.043)
E. Asian 0.014 -0.000 -0.005 -0.009
(0.053) (0.001) (0.018) (0.035)
Female 0.068 -0.001 -0.022 -0.045
(0.062) (0.006) (0.019) (0.043)

# of Obs. 216 216 216 216

Note in the table above that the coefficient of &k&ur category O is positive and
significant whereas for category 11-20 it is negatand significant. It implies that the
introduction of a real identity significantly in@ses conflict participation (increases the
likelihood of being in the O category), as well rasluces severe free-riding (decreases the
likelihood of being in the 11-20 category). Thisist the case for the Color treatment. It also
confirms that the decline in severe free-ridingthie Race treatment is not driven by any
particular racial or gender group; as the Eastiarad Female dummies are not significant.

The above results suggest that participation incth&flict, in terms of reduction of
free-riding, increases with real identity — acroasial or gender groups. This is our second
main finding and is summarized in Result 2.

Result 2 The incidence of severe free-riding is lower in Race treatment than in the
Baseline treatment. Color treatment does not shah glifference.

The analysis presented above has not yet considedfed levels across subject
demography. In Table 5.3 we present means andathaéviations of individual efforts per

period for male, female, East Asian and White sttbje

Table 5.3 shows that individual efforts are highethe Race treatment than in the
Baseline (15.336 ECUs vs. 11.669 ECUs). Overad, dffort in the Color treatment is not
much higher (12.669 ECUSs) than in the Baseline. fBlhée also suggests that higher efforts
in the Race treatment are driven mainly by highéores by female subjects. Efforts of
female subjects increase from 11.718 ECUs in theeB#e treatment to 18.265 ECUs in the
Race. Females still expend more effort in the Cdieatment (14.184 ECUSs) than the

Baseline, but the increment is not as vivid. Malesnot show such behavior. Furthermore,
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the increase in efforts in the Race treatment isveoy different between the two racial
groups. Whereas East Asians increase efforts nalgifor both types of identities, Whites
increase efforts only in the real identity treatieut not in the minimal identity.

Table 5.3.Mean (St. Dev.) Individual Efforts per period segiad by gender and race

Baseline Color Race
11.523 11.313 12.407

Male  11599) (11.655) (11.307)
emale 11718 14184 18.265
(11.229) (13.312)  (13.814)

Whie 11539 11510 14788
(11.454)  (11.466) (12.269)

Coct Acian 11707 13828 15.885
(11.367) (13.443)  (13.592)

N 11623 12669  15.336

(11.407) (12.543) (12.954)

Pairwise Mann-Whitney tests at the group-pair llesfteow a significant difference
between the Race and the Baseline treatments (e-vaD.083), but no difference between
the Color and the Baseline treatments (p-value326). Since individual effort decisions are
not independent, it is not possible to run non+peataic tests for gender or race categories.
Hence, we once again use panel regressions tdf tbst differences seen in Table 5.3 are
statistically significant. As a first step, TabletSresents the estimates of four individual
random effects regressions of efforts on treatndeimimies and controls. Whereas the first
column includes the data from all the treatmerhts,rtext three columns consider treatments
pairwise. The additional independent variables lagged effort of the rival group, the

individual's one-period lagged effort, a time trépdriod), and race and gender dummies.

The first column in Table 5.4 reiterates that imdipal efforts are indeed higher in the
Race treatment than in the Baseline; the treatrdemmy is positive and significant at the
5% level. Subjects expend 1.16 ECUs more effortenpar round in the Race treatment than
in the Baseline treatment. However, as observatiardescriptive statistics and in the non-
parametric test, although the efforts in the Ctleatment are higher than the Baseline, it is
not statistically significant. In the next two colas we further run the same regression but

with pair-wise treatment data — between the Basealind Race, and between Baseline and
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Color treatments. As can be seen from the tablke,cilicomes remain the same. These

findings are summarized in the following result.

Table 5.4.Individual efforts

Dep variable: All Baseline + Baseline + Color +
Effort; Color Race Race
Color 0.321 0.343
(0.473) (0.548)
Race 1.156 1.030° 0.813
(0.569) (0.508) (0.517)
Lag rival 0.056" 0.042 0.082" 0.046"
effort
(0.016) (0.024) (0.012) (0.018)
Lag own effort 0.547 0.546~ 0.502" 0.579"
(0.040) (0.046) (0.047) (0.047)
Period -0.128 -0.124" -0.128" -0.135”
(0.027) (0.039) (0.027) (0.033)
E. Asian 0.485 0.454 0.325 0.657
(0.476) (0.581) (0.508) (0.637)
Female 0.998 0.450 0.879 1.558"
(0.468) (0.605) (0.532) (0.553)
Constant 3.397 4.176" 3.143 3.415"
(0.759) (0.791) (0.823) (0.962)
# of Obs. 4,104 2,736 2,736 2,736
# of subjects 216 144 144 144

Standard errors are in parentheses; *** ** anddicates significance at the 1%, 5%, and 10%lleve

Result 3 Individual efforts are higher in the Race treatment than in the Basdreatment,

but they are not higher in the Color treatment cangpl to the Baseline treatment.

Note, however, from the last column of Table Hhdttthe overall effort level is not
significantly different at conventional level (ptua = 0.119) when we compare the Race and
the Color treatments. A casual observation indgc#bat this might be due to the fact that
females expend significantly more effort in Ra@atment but males do not, and that dilutes
the overall effects of the Race treatment. The icdumn of Table 5.4 also shows that the
female subjects expend about 1 ECU more effort ttier male counterparts overall.
However, this difference is not as significant ke {pairwise comparisons (except in the last
column). Note that the regressions in Table 5.4ndbtest for differences in effort levels

between males and females in the different treanéife investigate this by estimating

71



individual-level regressions with interaction beemetreatment and gender dummies. The
dependent variable is once again individual effartd the dependent variables include those

in Table 5.4, along with the interaction terms. [Eaf5 summarizes the result.

Table 5.5.Effects of Gender

Dependent All Baseline vs. Baseline vs.  Color vs. Race
variable: Effori: Color Race
Baselinexfemale -0.440 -0.371 -0.491
(0.485) (0.499) (0.554)
Colorxmale -0.559 -0.480
(0.693) (0.721)
Colorxfemale 0.745 0.813 1.121
(0.816) (0.844) (0.975)
Racexmale -0.140 -0.343 0.400
(0.710) (0.711) (0.762)
Racexfemale 1.995 1.921 2.389"
(0.803) (0.769) (0.743)
Lag rival effort 0.057" 0.044 0.083" 0.046~
(0.016) (0.024) (0.012) (0.018)
Lag own effort 0.543 0.544" 0.495" 0.578"
(0.038) (0.045) (0.043) (0.047)
Period -0.130° -0.123" -0.137" -0.137"
(0.027) (0.039) (0.027) (0.033)
E. Asian 0.556 0.426 0.463 0.716
(0.508) (0.605) (0.566) (0.655)
Constant 4.156 4557 3.893" 3.6537
(0.664) (0.806) (0.653) (0.887)
N 4,104 2,736 2,736 2,736

Standard errors are in parentheses; *** ** anddidates significance at the 1%, 5%, and 10% level

The first and third columns in Table 5.5 show tttet higher individual efforts in the
Race treatment are really driven by higher efftitsfemales in that treatment. Relative to
males in the baseline, females in the Race tredtmgrend significantly higher amount of
effort. The race dummy remains insignificant instinegression. The second column shows
that females do not expend significantly higheoefin the Color treatment compared to the

Baseline. Finally, it is clear from the last colurtirat females expend significantly higher
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effort in the Race treatment compared to the Cioé@mtment. None of the other controls show

any different results from the previous analysd®esE findings are summarized below.

Result 4 The higher efforts in the Race treatment relatvéhibse in the Baseline treatment
are driven by the higher efforts expended by fenmlbjects. Females also expend
significantly higher effort in the Race treatmentmpared to the Color treatment. However,

there is no significant difference in efforts exgbeth by racial groups.

Although seemingly counterintuitive, these resatiaform to the general observation
of higher effort exertion by females in conteste¢bBenaux et al., 2012) or being prone to the
winner’s curse (Casari et al., 2007). These alstwimaith the existing observation that there
are differences between the decisions of men aosetlof women (Eckel and Grossman,
2008) and that being in a group has stronger aff@ectfemale decisions (Croson et al., 2003).
These results also add to the existing literataréhe competitiveness of females (Apesteguia
et al., 2012; Cadsby et al., 2013; Niederle andtéresad, 2007, 2011), that has thus far
shown mixed results.

We further investigated whether the higher effdrfemales in the race treatment, is
due to an effect of real identity or if it is ordpntext-driven behavior as discussed by Croson
and Gneezy (2009). We included an interaction ofdie dummy with race treatment in the
first regression of Table 5.4, and it turns oub®significantalong withthe race treatment

dummy itself. Hence, we conclude that identitylftdees induce higher efforts by females.

5.5 Discussion

We, for the first time in the literature, investigahe effects of identity and classification in
group conflicts in a controlled experiment. We eoyph group contest with no identity, real
racial identity and a minimal identity. We find th@onflict is significantly higher in the real
identity treatment than in the baseline but itas the case for the minimal identity treatment.
This is due to both initiation (less free ridingidaescalation (expending more positive effort)
of conflict in the real identity case. Hence, oesult supports the hypotheses of Sen (2007)
that the salience of an identity can initiate asdadéate conflict. Furthermore, whereas a real
identity indeed increases conflict, an induced iigIf'classification’) might not do so. We
further find that the increase in conflict comesmhafrom the increase in efforts by females
across racial groups. However, race itself is mtiBcant in increasing effort level.

The results, however, cannot tease out the eftdatientity on in-group cooperation

versus out-group hate. Hence, the most we can wdedrom these results is that a real

73



identity has a direct effect on parochial altrui€dhoi & Bowles, 2007; Halevy et al., 2008;
Abbink et al., 2012). That is, the incremental effef identity in conflict efforts can come
either through an increase in group cooperationttier love of own group’s identity, or
through an increase in hate for the other grougestity. While the current design is enough
to answer our specific research questions as hgpidd by Sen (2007), it will still be
interesting to explore which effect out of parothilruism turns out to be stronger.

The issue discussed above, hence, can be an aextéeation for the current study.
Many other extensions are also possible. The sesekm to be robust since there is no pre-
existing conflict between Whites and East Asianths UK. But it will be interesting to see
the effects when the same experiment is run betweaups that have pre-existing conflicts.
A lab-in-the-field experiment will also help. It wial be useful to run individual contest that
does not have the issues of in-group cooperatimllff, searching for mechanisms through

which the conflict intensity can be reduced willdreimportant area of extension.
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Chapter 6
Eye-image in Altruism Experiments: Social Cue or

Experimenter Demand Effeet?

6.1 Introduction

A fundamental question explored in economics angthpsogy alike is ‘why do people
behave pro-socially?’” Researchers till date sugges@arious explanations for the same.
These include social preference theories such as aod impure altruism, reciprocity,
inequality aversion etc. (Andreoni, 1989; Fehr &@uhmidt, 1999; Bolton and Ockenfels,
2000; Charness and Rabin, 2002), economic effects as property rights, income, price of
giving etc. (Ruffle, 2000; Chowdhury and Jeon, 20Adreoni and Vesterlund, 2001),
demographic effects such as gender, age, race(Estkel & Grossman, 1998; Croson and
Gneezy, 2003), and social control effects sucloambkdistance, information, and social cues
(Burnham, 2003; Leider et al., 2009; Alevy et aD14)%* A recent stream of literature has
shown that one of the most interesting componerguide pro-social behavior is social cue
(Rigdon et al., 2009). A social cue (SC) is a vedravisual hint that guides conversation,
transaction and other social interactions. SCsbeaaf various types, but visual cues are the
most prolific type that are employed in the laboratand the field experiments investigating
social preference. It is argued that the introdurctof an image of a pair of eyes in the
experimental environment is such a visual SC.

It is observed in biology, psychology and econonexgeriments that such eye-image
often increases the level of pro-social behavicannexperiment. The examples of such pro-
social behavior includes making proper paymenstanething bought (Bateson et al, 2006),
the amount of giving in a dictator game (Haley &edsler, 2005), amount of contribution in
a public good game (Burnham and Hare, 2007), higlogvation for library (Croson and
Krupka, 2008), lower theft (Nettle et al., 2012geking an area clean (Ernst Jones et al.,
2011) etc. A weaker version of the eye-image, aaglthree dots, in a dictator game causes
similar results on giving behavior (Rigdon et &009). The effect of the eye-image,
however, is not symmetric across games and agémniss-Jones et al. (2011) and Ekstrom

23 This Chapter is a joint work with S. M. ChowdhumndaB. Saha.
24 See Engel (2011) for a meta-analysis and discussieach issue in detail.
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(2012) find that eye-image has more effect wheretlage fewer people around. Rigdon et al.
(2009) find that the male subjects are affectedentayr the image than the females. A very
few studies such as Fehr and Schneider (2010),06aahd Hesslinger (2011) and Raihani
and Bshary (2012) cannot find significant effecteege-image. They argue that eye-image
might only promote cooperative behavior in reldiveublic settings, and that the existing

results might be caused by uncontrolled implicitsSSparks and Barclay (2013) find a

robust, positive, effect of eye-image on pro-sotiahavior in their meta-analysis of 25

studies. Hence, the related area of literatureidersthat the eye-images constitute a ‘social
cue’, i.e., a signal that cues the subjects torbespcial.

We observe that all the existing analyses (excegtiéNet al., 2012) on the effects of
eye-image employ a ‘positive frame’ — in the setiss# the subjects can choose between
being pro-social or not. It is argued that sevgerhes such as dictator game or public good
game may be prone to an experimenter demand €¢H#exzto, 2010). Experimenter demand
effect (EDE) is defined as thelanges in behavior by experimental subjects dueues
about what constitutes appropriate behavior (bebavdemanded’ from therh) Zizzo
(2010) further notes that EDE can b& potential problem only when they are positively
correlated with the true experimental objectivegictions. Since the employment of eye-
image may cue the subjects about ‘the behavior ddathfrom them’ in the game, and that
behavior is perfectly positively correlated withpao-social behavior, these experiments
cannot disentangle these two effects. Ekstrom (R@&Rnowledges this issue and employs a
field setting arguing that sincesubjects are unaware of participating in an expennt)
demand effects are unlik&lylhe issue of the cue regarding ‘appropriate b&hg however,
remains in the experiment. In this paper we ainowercome this issue by implementing a
‘negative frame’, in which the effects of the SQlahe EDE are opposite. In particular, we
use a specific version of the dictator game —akeny game.

In a standard dictator gamed&tator has some money, and decides upon how much
of that money to give to r@cipient The recipient needs to accept the dictator'ssieei We
call this a ‘giving’ frame. This game is introduckg Forsythe et al. (1994) and it is well
known that a non-trivial number of subjects asatmts give a non-trivial amount of money
to the recipient (Kahneman et al., 1986; Forsythal.e 1994; Camerer, 2003; Engel, 2011).
In a ‘taking’ frame, however, the recipient stantish some money and the dictator decides
upon how much to take from the recipient. Agaim tlcipient cannot counter the dictator’s

decision. Suvoy (2003) was the first to introdugehsa frame in dictator game and allowed
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dictators to make decisions under both ‘give’ aratt¢’ frames? Different variations of this
framing is implemented by List (2007), Bardsley@&Q Dreber et al. (2012), Korenok et al.
(2013) and Chowdhury et al. (2014), among otheirst (2007) and Bardsley (2008) allow
dictators not only to give an amount to a recipidmit also to take from recipient’s
endowment. They show that this causes a reversestamty for a dictator and that previous
social preference theories do not work anymore. dther studies conclude that when only
one option (giving or taking) is available, themigg is equivalent to not taking.

We note that if the eye-image indeed acts as arile@,introducing the image should
give the dictator cues to take less from the reaipias that would be the pro-social behavior.
However, if the eye-image acts as an EDE, thenirtege should give cues about the
behavior demanded by the experimenter in a takiagné, i.e., to take more. Since the two
possible effects act in opposite directions, untike existing studies, this frame will allow
one to find out whether the existing results ar@ioled due to SC or due to EDE.

In this study we implement a ‘taking’ game in twedtments with and without eye-
image. Since it is found in existing studies thed images may have asymmetric effects on
gender (Rigdon et al., 2009) we keep a gender balamong subjects in each treatment for
our analysis. We aim to make a two-fold contribatio this study. First, we run the very first
laboratory experiment with proper control with a@geage in a negative frame. Second, we
for the first time raise the issue of EDE vs. Stedt of eye-image, and employ a controlled
setting to test the same.

Supporting the majority of the literature, we fitidht the eye-image indeed acts as an
SC, even in a negative frame. But the effect is syohmetric across gender. Similar to
Rigdon et al. (2009), we find that eye-image makesde dictators more pro-social by
becoming less selfish and more egalitarian. Thecefin the females, although apparently in
the direction of the EDE, is not significant. Wenctude that, at least for males, eye-image
indeed acts as a social cue. The rest of the papeganized as follows. Section 2 proposes a
theoretical framework to state the logic in a coamgnsive manner. Section 3 discusses the
experimental design and Section 4 presents thése¥de conclude in the next section.

6.2 A Theoretical Framework

The utility function of the dictator can be writtas -

uj = y; (Xi: xj|SC;(Ig), EDEi(IE)) 1)

25 Note, however, that a negative framing was impleted earlier in public good game by Andreoni (1995)
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Wherex; is own payoffx; is recipient payoff,Ig is an indicator variable that takes
value 1 when eye-images are includg@.(Ig) is subject-specific social cue effect and
EDE;(Ig) is subject specific experimental demand effecthwji$C;(1)| = |SC;(0)| ,
|EDE;(1)| = |EDE;(0)|, and for expositional purposes assW8g0) = EDE;(0) = 0.

For dictator game, the control variable is givimgl @he utility function is written as

U = u; (F — x;,%;|SC; (Ig), EDEi(IE)) (2)
For Taking game the control variable is taking #relutility function is written as

u; = ui(x;, F — x;|SC;(Ig), EDE;(Ig) ) (3)

SC;(Ig) affects the utility in the following way: whest;(Iz) takes high value, it
increases social preferences in the subject arallbeates more weight to the payoff of the
recipient; which is; for dictator game, anBl — x; for taking game.

EDE;(Ig) affects the utility in the following way: an exjmaental demand effect
makes him to follow the instruction and give highegight to the control variable. Hence,
whenSC;(Ig) takes high value, he allocates more weight; tor dictator game, anxj for
taking game.

Understandably, the effects 8€;(Iz) andEDE;(Ig), when eye-images are visible, go
in the same direction for dictator game. Henceny of the two effects is strictly positive,
then the dictator will give more to the recipierttem eye-image is visible. If both effects are
zero, then he will give the same amount as no eyee.

However, the effects ofC;(Ig) andEDE;(Ig), when eye-images are visible, go in the
opposite direction for taking game. Taking moreues mental cost of calculation and EDE
affects a subject to take more whereas SC affeetsubject to take less. Hence, the relative
effect of the two determines whether a dictatoll vake more, less or the same amount in
eye-image treatments compared to the no eye-inmagtrtent.

Given the results from the existing literature, evauld expect the effect of SC to be
stronger for males (as seen in Rigdon et al., 200%] the effect of EDE to be stronger for
females (as discussed in Croson and Gneezy, 2B0B)whether that is actually the case is

an empirical question.

6.3 Experimental Design and Procedure

We employed a computerized one-shot Taking Game 2viteatments. In the treatment with
eyes (the ‘Eye’ treatment), the computer screenthrdpaper instructions had a rectangle
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with a pair of eyes imprinted on it, whereas in tBaseline’ treatment there was a grey
colored rectangle (of the same size) instead oéyeepicture.

There were 160 subjects spread across 4 sessiomach session, subjects sat in
cubicles and were randomly and anonymously placgd pairs with roles as either a
‘Dictator’ or a ‘Recipient?® Hence, in each treatment, there were 40 dictatmeiding us
with 40 independent observations. Furthermore, ngeiieed a gender balance, i.e., there were
20 male dictators and 20 female dictators; and a@ mecipients and 20 female recipients in
each treatment. However, the dictator or the reatpdid not know the gender of the partner.
Each subject received a £3 show-up fee, but thpiemts had access to an additional £10.
The dictators had the choice to take away any atmetaveen £0 and £10 from the recipient,
and the recipients were left with the residual amoAll of these were common knowledge.

Each session consisted of two parts. In the fast, glictators were informed that they
can take any amount, in denominations of 1 pemayn the £10 the recipients have and the
recipients will have to accept the decision. In seeond part, recipients had to guess the
amount the dictator had taken. If the absoluteeciifice between the actual amount taken and
the guess was within 50 pence, then the recipasgived an extra £4.The instructions for
the second part was given only after the decisionshe first part were made. It was
mentioned in the instruction of the first part ththe Recipient's decision was payoff
irrelevant to the Dictator. This was done to avarny possible strategic interaction between
dictator giving and recipient anticipation. Howevere do not find any treatment or gender
effect in the guesses and hence it is not discussib@ continuation.

Each subject participated in only one session. Sligiects were students at the
University of East Anglia, without any prior expamice with giving or taking game or a
social cue experiment, and were recruited through dnline recruitment system ORSEE
(Greiner, 2004). The experiment was computerizetth giTREE (Fischbacher, 2007). The
sessions were run by a research assistant whalhreadstructions aloud and answered any
guestion in private. Each session took around 3tutes and the average payment was about
£8. Demographic information such as gender, agemadity, and study area of each subject

was collected in an anonymous computerized surftey the experiment.

26 The subjects did not know about these tags ang wheee referred as ‘you’ and ‘the person you arieepa
with’. Please see the instructions in the Appenfihetter terminology for this game could have b&8eaker’

and ‘Owner’. But, following the literature, we camte to refer them as ‘Dictator’ and ‘Recipient’.

27 This linear incentive mechanism for guess is simib the ones in Brafias-Garza and Rodriguez-12044(
or Chowdhury and Jeon (2013) who apply it for staddlictator games.
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6.4 Results

We start by comparing the amount taken acrossmie@s. Table 6.1 shows the average and
standard deviation of amount taken by treatmerd,lgngender. Complying with the results
obtained in the standard dictator game by Carbah Hesslinger (2011) and Raihani and
Bshary (2012), we observe not much overall treatraffact in amount taken. Whereas in the
Baseline treatment on average £7.77 is taken,arEgfe treatment the average amount taken
is £7.47. When we observe the same statistics bgegethe result, however, is surprising. It
seems that the eye-images decreases taking fonahes (from 8.80 to 7.48), but increases
the taking for the females (6.74 to 7.48). Hentean be hypothesize that the eye-image has
an SC effect on the males but an EDE effect oridimales.

Table 6.1.Average amount (Std. Dev) taken

Data Baseline Eye
7.773 1.477

All (2.156) (2.348)
8.805 7.475

Male (1.70) (2.370)
Female 6.740 7.480

(2.097) (2.389)

To test whether the differences are significantrwesix OLS regressions. Table 6.2
reports the results of OLS regression in whichdéeendent variable is the amount taken and
the independent variables are treatment and gehdemies, their interaction, and age. The
first and fourth columns show results for the whdiaset, whereas the second and third
columns show results by gender, and the two remgicolumns show results by treatment.

The first three columns of Table 6.2 reiterate rémults from Table 6.1. Whereas for
overall and for females the Eye-image does not laanyetreatment effect, it is negative and
significant for males (p-value = 0.033). We furtleaplore the effects of gender in the next
three columns. It shows that females overall arttiout eyes take less than males. But that is
not the case when there is an eye-image. This happes we have seen earlier, due to an
increase in female taking and a decrease in mhiegtavith eye-image. This is reflected in
the coefficient of the interaction variable Malexé-yvhich is negative and significant. As
robustness checks, we also ran Mann-Whitney t€sisiplying with the regression results,
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we find no difference in the total and in the feendlata. But the amount taken by male
subjects in the two treatments turn out to be hfie at 10% significance level. Hence, it
seems that eye-image has an SC effect for malésidboverall effect for females as well as

in the total data.

Table 6.2. Regression of amount taken on treatme@nd controls

Dep var:

Total Female Male Total Baseline Eye
amount taken

Intercept 9.064 7.0867 10.739" | 9.499" 9.957"  7.307"
(0.988) (1.175) (1.790)| (0.988) (1.025) (1.682)
Eye -0.335 0.715 -1.386 0.688
(0.496) (0.723) (0.652)| (0.687)
Female -1.026 -2.045" -2.032" 0.007
(0.494) (0.684) (0.601) (0.763)
MalexEye -2.038
(0.968)
Age -0.032 -0.014 -0.080 -0.029 -0.047 0.007
(0.036) (0.042) (0.071)| (0.036) (0.038) (0.068)
# of Obs. 80 40 40 80 40 40
Adjusted R 0.030 -0.022 0.081 0.072 0.226 -0.054

Standard errors in parenthesés.” and" indicates significance at the 1%, 5%, and 10%lleve

Before investigating further, we note that our tematches qualitatively with that of
Rigdon et al. (2009), who find SC effect on males bot on females. Their significance
level, however, was much stronger (at 1% level). &biejecture that this can be due to two
reasons. First, their experiment was run manualgre@as we ran ours on computer. The
lower level of social contact may have an effecttua level of pro-social behavior and as a
result on the effect of the eye-images. Secondlynantioned in the theory section, both the
SC and EDE effect might be prevalent for both nzald females. Whereas for male the SC
effect is stronger, for female they cancel out eeaitter. Since both the effects work in the
same direction in Rigdon et al. (2009), they findt@nger effect of the eye-image; but the
effects are in the opposite direction in this stadg we find a weaker effect.

Since the results show such a difference in theceffof eye-image across gender, we
decide to explore this issue further by classifythg dictators in terms taking behavior.
Figure 6.1 reports the amount taken distributiondib the subjects separated by treatments.
The X-axis is the amount taken by a dictator, d@d¥-axis shows the number of dictators.
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Figure 6.1.Distribution of amount taken: Overall data
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Taking follows a bimodal distribution with most tiie dictators being ‘complete
selfish’ (taking all the amount, i.e., £10), or yenuch ‘egalitarian’ (taking half or almost
half of the amount, ~£3§ This matches with the observation from a standiécthtor game
(Engel, 2011). However, there is not much diffeeeint the distribution by treatment. We

then plot the same figure for male and for femalEigure 6.2 and Figure 6.3.

Figure 6.2. Distribution of amount taken: Female
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Figure 6.3. Distribution of amount taken: Male
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28 We consider three subjects taking £5.5 or £5.8gaditarians. Also one subject who took less thansEs
excluded here. Variation of these do not changaltsesither in the descriptive statistics or in tagressions.
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These figures, again, show a stark differencehim treatment effect by gender.
Whereas the overall bimodal feature still prevdhe, treatment effect is now different. When
there is no eye—image available, most of the fesnald like egalitarian, but most of the
females act like complete selfish when eye-images@lable. It is just the opposite and even
more extreme in terms of frequency for males. Thggin, brings back the idea that the
effects of eye-image as SC might be stronger femtlales whereas the effects of eye-image
as EDE might be stronger for the females. To tastwe run an ordered probit model where
the dependent variable is whether the dictator omplete selfish, or egalitarian or in
between (i.e., the dictator has taken £10, or £& doretween). The dependent variables are
the treatment dummy and the demographic variablke.rivd this for the whole data and by
gender. The regression results are reported ineT@&ld whereas the marginal effects are
included in Table 6.4. In both the tables, stan@ardrs are included in parentheses and
and” indicates significance at the 1%, 5%, and 10%lleve
Table 6.3.0Ordered probit results

Category=  —0.156 Eye— 0.337 Female — 0.021 Age
All (0.259) (0.258 (0.020)
' No. of obs. = 79. Pseudo R-Sq = 0.018
Category=  0.400 Eye— 0.009 Age
Female: (0.367) (0.023)
No. of obs. = 39. Pseudo R-Sqg = 0.017
Category=  —0.770 Eye —0.061 Age
(0.381) @)
Male:
No. of obs. = 40. Pseudo R-Sqg = 0.065

The results in Table 6.3 reaffirms that there ssgmificant effect of the eye-image on
males. It further confirms that when the eye-imageavailable, males move out of the
‘compete selfish’ type, and move into the ‘egaiéarl type. This is statistically significant.
Although the opposite movement may be observetefoales, it is not significant.
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Table 6.4.Marginal effects of ordered probit regressions

Orde?:dpg/aa}[régories Egalitarian Mixed Selfish
All Eye 0.055 0.004 -0.059
(0.091) (0.008) (0.097)
Female 0.119 0.009 -0.128
(0.089) (0.013) (0.095)
Age 0.007 0.001 -0.008
(0.007) (0.001) (0.008)
# of Obs. 79 79 79
Female Eye -0.149 0.007 0.142
(0.132) (0.020) (0.126)
Age 0.004 -0.000 -0.003
(0.009) (0.000) (0.008)
# of Obs. 39 39 39
Male Eye 0.235 0.043 -0.277
(0.107) (0.032) (0.118)
Age 0.019 0.003 -0.022
(0.012) (0.003) (0.014)
# of Obs. 40 40 40

6.5 Discussion

We study, for the first time in the literature, thiects of eye-images on social-preference in
a negative dictator game frame. We hypothesizeithitae dictators take more in a taking
game under eye-image, then the result would interfite net effect of eye-image as an
experimenter demand effect. But if they take lésen the net effect of eye-image will be
interpreted as a social cue effect. We found naoifsignt effect of the eye-image in the
overall data, but males take significantly less &males take insignificantly more under
eye-image. Furthermore, this decrease in takingniale comes from an increase in
egalitarian and decrease in complete selfish tyselgect under eye-image.

The aggregate result matches with that of Rigdonalet(2009), but it is in
contradiction with the results of Alevy et al. (201lwho find females to take less and males
to be unaffected with their decisions while beirgs@rved by others (but not due to eye-
images) in a frame where giving and taking are Baneously possible. This raises the
importance of further analysis on the effects oditsgy space in dictator type games (with or
without the effects of social cues) as suggesté&hnasley (2008) and List (2007).
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We conclude that for males, the net effect ofdfie-image definitely act as a social
cue. Whereas, for the females, the net effecttieediluted or there is no effect of the eye-

image. This, as well, asks for more research mahea including field studies.
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Chapter 7

Giving, Taking, and Gender in Dictator Games

7.1 Introduction

Researchers in economics and in other disciplifesooial science have shown a
considerable interest in understanding social peefee. Understanding the issues of why one
individual behaves altruistically with others, oovh to measure altruism have fascinated
researchers. In this context, since its inceptionhe experimental literature, the ‘Dictator
game’ has been considered as one of the most popatihorse methods to understand and
measure altruism. In the most standard form ofcathr game (Kahneman et al., 1986;
Forsythe et al., 1994) a subject, called the dictas given an amount and decides upon how
much money from that mount to allocate between &ifvesd another passive subject, called
the recipient.

Since the dictator does not otherwise have anynineeto share the money with the
recipient, the amount transferred is often usedh aseasure of altruism. Indeed, several
experiments showed consistently that dictatorsawerage, allocate a non-trivial amount of
money (Camerer, 2003; Engel, 2011). Various sopiaference theories such as pure
altruism (Becker, 1974), inequality aversion (Fehd Schmidt, 1999; Bolton and Ockenfels,
2000), impure altruism (Andreoni, 1989), conditibradtruism (Konow, 2010) etc. are
proposed to explain this behavior. Due to its ertzecasy and interpretable structure, this
game is employed in various forms and frames t@shgate specific questions related to
altruism. A simple Google scholar search to daae(R014) returns almost 800 published
and unpublished papers in economics, managemeythg@segy, and other research areas
implementing a dictator game.

The interpretation of giving in the game, howewver,not free of criticism. It is
observed that this game can be prone to the hoaseyeffect (Ruffle, 1998), be affected by
experimenter demand effect (Zizzo, 2010), becomesiBee to contexts (Eckel and
Grossman, 1998) and cues (Bateson et al., 200&lI¥iit is also argued that the outcomes
can be sensitive to the framing of the experimentlerstandably, in case the results depend

on framing, they may not be interpreted in a cargg@neral way.

29 This Chapter is a joint work with S. M. ChowdhumndaB. Saha.
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In investigating the effects of framing for thesfitime, Suvoy (2003) introduces a
‘taking game’. Whereas in a standard dictator géitme ‘giving game’, or GG) the dictator
owns some money and decides to ‘give’ a part tor¢kagient, in the taking game (TG) the
recipient owns some money and the dictator deeaiges how much to take from him. Suvoy
(2003) allows the dictators to play the two gamesuaneously but separately and did not
find a difference in allocation (i.e., the moneyan in a GG or the money not taken in a TG)
to the recipient. Bardsely (2008) and List (200@ead this to the case when the dictator can
either give some amount to the recipient or takmes@amount from the recipient. Hence,
these studies also alters the strategy space. tResulboth of Bardsely (2008) and List
(2007) show that the availability of a taking optim a giving game decreases the amount
given to the recipient — thus confirming the seéwisjt of the framing in dictator allocatiof?.

Since then, there is a flurry of studies that emplthis framing in investigating
various questions and when both GG and TG framiagemployed, the result is — at most —
mixed. Eckel and Grossman (2012) use the GG anavi&e the recipient is a real charity.
They find no difference in allocation. Same resappears in Rubinstein (2014), who run
virtual GG and TG games online with no money. Aletyal. (2014) employ a 2x2 design in
which GG and TG are played anonymously vs. wherd#wesions are observed. They found
no difference in allocation when the play was amooys. But females take less and males
are unaffected with their decisions while beingeasbed. In the same line, Kettner and
Ceccato (2014) investigate the effects of framirglevinteracting with revelation of dictator
and recipient gender. They find no overall frameftgct on allocation when gender is not
revealed. But dictators significantly take less whbe recipient is of opposite gender.
Korenok et al. (2013) employ a frame similar totl(B007), and found that not taking is not
equivalent to giving. Cappelen et al. (2013) alsply a 2x2 design where GG and TG are
interacted with whether the amount is earned @ vindfall. They found that introducing a
take option always decreases allocation to redipibat origin of the amount is not
significant3! Finally, Engel (2011) in his meta-analysis findsaffect of framing in dictator
allocation. But Zhang and Ortman (2014), usinggsame data but different analysis, found
result similar to Bardsley (2008) and List (2007).

30 Applying similar framing Brosig et al. (2007) irstegate within subject behavior in repeated GG aad
games, and found dictators to take almost all theuat with experience. Keysar et al. (2008) appleseption
and found that the act of giving is objectively smiered more generous than the act of not taking.

31 There are two studies, to the best of our knowleddch employ only a TG frame. Heinrich and Weiman
(2013) find that dictators are sensitive to takprgce. Chowdhury et al. (2014) find gender differenin the
effect of social cue in a taking game.

92



Investigating whether giving in a GG frame is e@l@wnt to not taking in a TG frame
is important, since this allows one to understame tobustness of the game, as well as
robustness of the behavioral theories that are tearied and tested using this game.
Although the effects of strategy space is anotimgortant question to consider, it is however
not an apple to apple comparison of the framinggwthe strategy space is also altered in
one frame to another. Hence, the studies of Bayd2@08), List (2007) and others that use
similar frame, are not appropriate to test purenfrey effect on altruism. A specific test of the
framing would be to compare GG and TG, while keghe strategy space the same. In this
this study we do exactly the same. We employ betvgebject GG and TG frames in which
the dictator has the option to allocate £10. Oudts very close to the paper by Dreber et
al. (2013) who run laboratory and online dictatamg experiments with GG ad TG frames to
investigate if preferences are affected by the iingmrhey do not find any difference in the
amount allocated to the recipient by framing.

We further observe that the results in the dictg@mme, even under anonymity, are
known to be affected by dictator gender (Eckel &rdssman, 1998; Croson and Gneezy,
2003). Female dictators are on average more gaesénan males (Engel, 2011). Females are
also more prone to the context of the experimembg@n and Gneezy 2009) than males.
Moreover, the change in frame from GG to TG haditapon such as a property right of the
pie to divide (Oxby and Spraggon, 2008), and pdssibgnitive biases such as endowment
effect (Thaler, 1980) and status-quo bias (Samuoesw Zeckhauser, 1988). Since these
biases may not be gender independent, it is impaiao to understand the effects of gender
while investigating the framing effects. As a résule replicate the study by Dreber et al.
(2013), but in design and analysis we keep a foouhe effects of dictator gender.

Our results support the overall result by Dreberlet(2013) that giving in GG is
indeed equivalent to not taking in TG. Investiggtifurther, the framing show opposite
effects on male and female. Females are significgenerous than males in the TG but not
in the GG. They are also significantly more gensrouTG than in GG, but the males only
insignificantly less generous in TG than in GG. Wance extend the result of Dreber et al.
(2013) showing that framing does not affect oveafiication, but it does across gender.

The rest of the paper proceeds as follows. Seétidescribes the experimental design

and procedures. Section 3 includes the main reantsSection 4 concludes.
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7.2 Experimental Design

We employed a between-subject Dictator game witte@ments and 40 dictators in
each treatment. To keep it gender balanced, in waalment we recruited 20 male and 20
female dictators. Only one treatment was run imigular session. In each session, subjects
were randomly and anonymously placed into pairs\aack asked to sit in cubicles. They
were then assigned the role as either a dictatar recipient. Each subject played only one
role and the role remained the same until the érldecsession.

Subjects received information about a £3 show-g ¥ehich was the same for all
subjects in this experiment. In the ‘Giving’ tre&int the dictator was given access to an
additional £10 and could transfer any amount betw&@ and £10 to the recipient. In the
‘Taking’ treatment the recipient, instead, was givaccess to an additional £10 and the
dictators could transfer any amount between £0£&k@lto himself. We intentionally used
neutral command ‘transfer’ instead of ‘give’ andké’ to make the effects of instructions
minimal. The roles of the recipients were passind ¢hey had to accept the dictators’
decision (please see the instructions in the Appgnd

Each session consisted of two parts. In the fiast, Dictators made decisions. In the
second part, Recipients had to guess the amoundithator had given or taken. If the
absolute difference between the actual amount eadyiess was within 50 pence, then the
recipient received an extra £AHowever, we did not find any treatment or gendéog in
the guesses and hence it is not discussed in titmgation.

The subjects were students at the University of Baglia and did not have any prior
experience with dictator or taking game. They wexuited through the online recruitment
system ORSEE (Greiner, 2004). The sessions werpwenzed with z-TREE (Fischbacher,
2007). Each subject could participate in only oess®n. Each session took around 30
minutes and the average payment was £8. Demograpfioicnation such as gender, age,
nationality, subject area of each participatingjsctowas collected through a computerized

survey after the experiment.

32 This linear incentive mechanism for guess is simib the ones in Brafias-Garza and Rodriguez-12044(
or Chowdhury and Jeon (2013) who apply it for staddyiving games. The instructions for the secaard was
given only after the decisions in the first parrevenade. It was mentioned in the instruction offtist part that
the recipient’s decision was payoff irrelevant be tdictator. This restricts any possible stratégieraction
between dictator decision and recipient anticipatio
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7.3 Results

Table 7.1 shows the average amount allocated (aingpuen in the GG or amount
left in the TG) towards recipients for overall datad also for male and female by treatment.
In the GG, an average of £1.93 is given to theprentis. In the TG, the dictators take on
average £7.77 and as a result, the amount leffietoeicipient is £2.23. A Mann-Whitney test
shows no significant difference in final amountoalited to recipients between the two
treatments (p-value = 0.78). This result is coesistvith the results of Dreber et al. (2013)
who also find no framing effects in all three expmnts they run.

We now investigate the same issue across gendde dMetators in GG give on
average £1.83 and in TG leave an average of £br2Mé recipient and this difference is not
significant at conventional level (p-value = 0.1Xowever, the average allocation to
recipient by female dictators are £2.03 in GG aB@& in TG respectively and the difference
is significant (p-value = 0.08). Within treatmentse results also show gender difference. In
the GG, there is no gender difference on averagauata given. The TG, however, shows
gender difference in the average amount left tgprexst. The average amount left by male
dictators is only £1.20 whereas for female dicwtaris £3.26. A Mann-Whitney test

confirms that this difference is significant at 18%el.

Table 7.1.Average (Standard Dev) allocation to recipient

Mann-Whitney test

Data Giving game Taking game (Giving vs. Taking)
All .
(40 obs/treatment) 1.928 2.228 No difference
(1.739) (2.156) (p=0.778)
(20 obl\s/llilrlzatment) 1.830 1.195 No difference
(1.611) (12.702) (p=0.112)
Female 2.025 3.260 Difference at 10%
(20 obs/treatment) (1.895) (2.097) (p=0.079)

Mann-Whitney test | No difference  Difference at 1%
(Male vs. Female) (p=0.879) (p=0.005)

To test the robustness of the findings, we furtiharOLS regressions. The dependent

variable is the amount transferred to the recipsrt the independent variables are treatment
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dummy, gender dummy, their interactions, and age.riv the analysis for total data and for

males and females separately. The results aretegpiortable 7.2.

Table 7.2.Regression of amount transferred to recipient

OoLS Total Total Male Female
Intercept 0.442 0.119 -0.121 2.378
(0.823)  (0.817)  (0.993)  (1.199)
Giving game -0.173 0.716 -1.106
(0.424) (0.520)  (0.656)
Female 1.148
(0.417)
TG x Female 2.034
(0.576)
GG x Male 0.702
(0.577)
GG x Female 0.961
(0.582)
Age 0.049 0.04 0.054 0.035
(0.030) (0.038)  (0.045)
# of Obs. 80 80 40 40
Adjusted R 0.088 0.130 0.038 0.058

*****

In the first column of Table 7.2, we use the dunwayiable of GG to test for the
framing effect, while controlling for gender andea@omplying with the result in Table 1,
the coefficient for GG is insignificant but the éogent of Female is positive and significant
at 1% level. That is, overall there is no treatmeffiect on transfer but female dictators are
more generous than males. This result also matkestly with that of Dreber et al. (2013),
who report the same result from the lab experinrettieir Table 7.1.

These, however, do not reveal any effect of getldeiugh treatments and Dreber et
al. (2013) do not shed light in this issue eititéence, to examine this result further, we run
the same regression for males and females separnételfind that males do not change their
altruistic behavior due to framing (p-value for tbeefficient of GG = 0.161). But females
transfer less amount to the recipients in the G@&pared to the TG (p-value for the
coefficient of GG = 0.092). We further use interactof gender and treatment in the whole
data and result in column 2 it shows that femaiassfer significantly higher amount in the

TG frame compared to the GG frame.
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7.4 Discussion

We investigate whether a pure framing effect exatsa dictator game when the strategy
space remains the same across treatments. Wegwning and a taking game and compare
the amount given in the giving game with the amdefitfor a recipient in the taking game.
Both non-parametric test and regressions reafflven dbservation of Eckel and Grossman
(2012) and Dreber et al. (2013) that overall thereo framing effect on dictator game and
giving is indeed equivalent to not taking. Howewveg extend the observation by further
investigating the results by gender. We find timat framing has opposite effects for female
and for male dictators, although the effect is sigant only for females. We find this result
even though we have implemented an extremely reuts&ruction with words such as
‘access to’ instead of ‘belong to’ and ‘transfarstiead of ‘take’. We believe that the results
will be stronger if a more frame specific instroctiis implemented, or the experiment was
run manually instead of in a computer. Nevertheless result shows that gender effect
exists even in the weakest possible case.

We suppose that this result arises due to two wsff€arst, the framing of GG and TG
introduces (at least) a weak salience of propegtyt about the pie to be divided. Whereas in
the GG frame the property right belongs to theatast in the TG frame it belongs to the
recipient. This brings in the issues of cognitivasks such as endowment effect (Thaler,
1980) and status-quo bias (Samuelson and Zeckhdal8#8). Second, it is known from the
study of Croson and Gneezy (2003) that femalesrame affected with the context of an
experiment. Hence, once we introduce the biasesighrthe framing, it significantly affects
the females and they respond to the endowmentteffeébe status-quo bias by taking less in
the TG.

This explanation, however, cannot be tested withia experiment. A further and
concrete investigation of the reason of this genlifézrence is warranted and we leave it as a

topic of future research.
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Appendix A (appendix Chapter 2)
A.1 Proof of Proposition

A.1.1 Linear form inequality aversion: Proof of Prgposition 1

Equation (1) can be rewritten as:

u; = (y; + F) — aymax[(y; + F) — (y; + F),0] — Bmax[(y; + F) — (y; + F), 0]
=Y -y +F)- aimax[Zy]- -Y, O] - ﬁimax[Y - 2y, O]

The dictator would try to maximize utility with nesct to the giving decision. There
can be 2 caseg; > Y /2 andy; < Y/2. It is easy to show that the first case does nisea
Hence the dictator’s optimization problem boils aoww:
rrg}qx u; = (Y —y;+F)—pi(Y — 2y;) subjecttor /2 > y; = 0

j

Let A; and A, be Lagrangian multipliers. The Lagrangian equatiand the
corresponding first order conditions are given elo

Li= -y +F)=B(Y —2y;) + Ly + 1,(Y/2 — y))
aLL’

=—1+2B+A;,—2,=0 (2.5)
0y

oL; | . . —

a_/'ll'yj > 0,A1 = 0; Al)’j =0

aLi' . . —

i (V/2=y) 202, 20;2,(Y/2 = ;) = 0

Case a1, = 0,4, = 0. This impliesg; = 1/2, i.e., the dictator is indifferent between giving
any amount between 0 aligd2. But the second order condition does not hold.

Case bA; > 0,1, =0 and henc&’/2 >y; = 0. In this case dictator keeps the whole
amount. The required condition from (4)5is< 1/2.

Case cA; =0, 4, >0 and hencey; > 0. Here the dictator give¥/2. The required
condition for this ig3; > 1/2.

Consequently, the equilibriuny; is independent of-. Therefore under Fehr and

Schmidt (1999) structure% = 0; an increase in the common show-up fee does na ha

any effect on the giving behavior.
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A.1.2 Ratio form inequality aversion: Proof of Propsition 2
Equation (2) can be rewritten as
2
The dictator would try to maximizg; with respect to the giving decisio;) subject
toY = y; = 0. Denotey, and u, as Lagrangian multipliers. The Lagrangian equadiod the

corresponding first order conditions are given elo

2

(F+Y-y;)
E£i=ai(F+Y—y;)—b; _12| + (Y — v
i al( y]) i l{(F +Yj) 4 (F 1y _yj)} / U1y; liz( y])
0f; _ 2b; Y B
ay;  (@F+Y)? yi + [bi {(2F+Y)2} a ai] T —p =0 (2.6)

E
ouq
E
oy

Yi 204 20, iy =0

3(Y_Yj) 20 u; 2 OJﬂz(Y_Yj) =0

Case au, =0, u; > 0 and hencg; = 0, i.e., the dictator gives nothing. From (6) observ
that u; > 0 implies q;(2F + Y)? > b;Y. Hence, the required restriction becomeés
[(b;Y /a)'/?/2 —Y].

Case by, =0,u, >0 and hencg; =Y, i.e., the dictator gives the whole pie. From J2.6
observe thag, > 0 implies 0 > Y + a;(F; + F; + Y)z/bi. This is not possible.

Case c.u; = p, = 0,1i.e., an interior solution. Solving we ggt= %[biY —a;(2F +Y)?]

= %Y — %(ZF +Y)2. Hence, this boils down tg; = %Y — %(ZF +Y)2, with required
restrictionsF < (/(b;/a;)Y —Y)/2 and(a;/b;)) >Y. It is easy to check that the SOC

holds. The equilibrium giving impliedsdyFi < 0; i.e., an increase in the common show-up fee
will result in a lower giving in the interior. i
A.1.3 The theory of Impure Altruism: Proof of Proposition 3

Following Andreoni (1989), define total payoff dfet recipient asy; = F; + y;. Then
equation (3) can be rewritten as:

u; = ui(Fi + F +Y —x,x;,x; —F])
Assuming interior solution, the optimum level gfcan be solved by differentiating the
above equation with respect tpand setting it equal to zero. Hence, the solutian be
written as the following implicit function:
x; = fi(Fi + F; + Y, F)
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Where the first argument reflects the altruism congmt and the second argument reflects

the warm-glow component of the utility function.itactingF; from both sides we get
vi = fi(Fi+ F; +Y,F) — F (2.4)

When both own consumption and charity are normaldgpthen one can argue following

Andreoni (1989, pp. 1451) that for the case of nentral transferst > % > —% > 0.
i bj

Now differentiating (4) with respect #© we find:
dy; dF; dF; dF; dF;
aF " JagE tage e gr TR

Wheref;; is the partial derivative of the functighwith its first argument, ang, is the

. L , dF; .
partial derivative for the second argument. Soothl#; = F; = F, then% = % = 1. Given

. . . " dy; dy;
this and imposing the conditiorl > d—? > —% > 0, we get:
i j

dy;
d—FJ=2fl-1+fiz—1zo

Hence,y; is increasing irF; i.e., an increase in the common show-up fee result in a

higher giving in the interior. i
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A.2 Instructions for the experiment

(Baseline case: £10 participation fee)

General Instruction

This is an experiment in the area of economic d&tisnaking. Various research agencies
have provided funds for this research. The insiwastare simple. If you follow them closely, then
depending on your decision and the decision ofatiwers, you can earn an appreciable amount of
money. The experiment has two parts. At the enbady’s experiment, you will be paid in private
and in cash. Your identity and your decisions @ilo remain private. 16 participants are in today’s
experiment.

It is very important that you remain silent andrai look at other people’s work. If you have
any questions, or need assistance of any kindsglegise your hand and an experimenter will come
to you. If you talk, laugh, exclaim out loud, etgou will be asked to leave and you will not bedpai

We expect and appreciate your cooperation.

Your Decisions

You have already received a £10.00 participatian Tehis experiment contains the decision
problem that requires you to make economic choibas determine your earnings over and above
your participation fee.

At the beginning of the experiment, you will be damly and anonymously placed into one
of 8 groups (groups 1, 2, 3, 4, 5, 6, 7, and 8)xhEgroup consists of 2 types of participants
‘Participant A’ and ‘Participant B’. Again you will be randomly assigned either adarticipant
A’ or a ‘Participant B’ in your group. Both the group name and your typk be written in a card
given to you at the start of the experiment. Otpaticipants will not know your group number or
your type (A or B).

Both ‘Participant A’ and ‘Participant B’ are paid £10 each as their respective participati

fee. Every Participant A will receive an additiomahount of £10.

103



Part I. Participant A

Participant A will make the decision to allocatésthdditional £10 between himself / herself
and the Participant B in his/her group. Participamian decide to give any amount in British Pounds,
between 0.00 and 10.00 (up to two decimal poimtsParticipant B. Suppose Participant A gives X to
Participant B. Then Participant A will have the mning Y= £10.00 - X. The total earnings of
Participant A will be the participation fee plustkhare of the additional £10. Hence, earnings of
Participant A = £10 + Y. Earnings of Participant=B£10 + X. See the following examples for
clarification. All the numbers are in British Pouwnd
Example 1.Suppose Participant A decides to give 7.29 toidhaaint B. Then the total earnings of
Participant B is (participation fee + share of #uklitional amount) = 10 + 7.29 = 17.29. And thaltot
earnings of the Participant Ais =10 + (10 - 7.290 + 2.71 = 12.71.

Example 2. Suppose Participant A decides to give 3.37 toidhaaint B. Then the total earnings of
Participant B is (participation fee + share of #uklitional amount) = 10 + 3.37 = 13.37. And thaltot
earnings of the Participant Ais = 10 + (10 - 3.37)0 + 6.63 = 16.63.

Every participant will get a card at the start loé experimentLine 1 of the card indicates
your group numbelL.ine 2 indicates your role in the experimehine 3 shows your participation fee.
Line 4 shows the participation fee of the other partiotga your groupLine 5 shows the additional
amount (£10.00) given to Participant A to be altedabetween himself/herself and the Participant B
in the same group. The next lines are differenParticipant A and Participant B.

Participant A’s card looks like the one given beldwLine 6, Participant A will write a
number between £0.00 and £10.00 (up to 2 decimakgan the blank space. This is the amount
given to Participant B. lhine 7, Participant A will calculate the amount left fum/her. To calculate
this, Participant A will subtract the amount written line 6 from £10Line 8 shows Participant A’'s
total earnings. This will be the participation fplus the share of the additional £10. Hence,
Participant A willadd line 3 and line 7and write the number in line 8 Finally, inline 9,

Participant A calculates the total earnings of iBigent B, which is thesum of line 4 and line 6

Your group number:8

Your role: Participant A

Your participation fee: 20
Participation fee of Participant B18
Additional amount to be allocatedl@
Amount given to Participant B (between 0.00 and@p. X =
Amount left for you: £10 - X =

Your total earnings£10 + =
Participant B total earning€£10+ =

© oNo AN PE
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Here is arexamplethat draws numbers from Example 1 in page 2.

© 0N~ WNPRE

Your group number:8

Your role: Participant A

Your participation fee: 0

Participation fee of Participant B18

Additional amount to be allocatedl@

Amount given to Participant B (between 0.00 and@p.X = £7.29
Amount left for you: £10 - X = £2.71

Your total earnings£10 +£2.71=£12.71

Participant B total earning€£10 +£7.29 = £17.29

Here is anotheexamplethat draws numbers from Example 2 in page 2.

©oNOORWDNPE

Your group number:8

Your role: Participant A

Your participation fee: B0

Participation fee of Participant B18

Additional amount to be allocatedl@

Amount given to Participant B (between 0.00 andQp.X = £3.37
Amount left for you: £10 - X = £6.63

Your total earnings£10 +£6.63=£16.63

Participant B total earning£10 +£3.37=£13.37

Participant A will get 2 minutes to make his/hecid®n. After making the decision, each

Participant A will put his/her card inside the eloge given and seal the envelope.

To summarize, if you are Participant A, make yoecigion and fill out the card. But if you
are Participant B, you do not have to do anythinthis part of the experiment. The total earninfys o
Participant A will be the sum of the participatitee, and the residual amount from the addition8l £1
(after giving an amount to Participant B), as ckltad inline 8. Participant A’s earnings will not be

affected by the decisions of participant B in tlextround. This will conclude the first part of the

experimentAre there any questions?
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Part Il. Participant B
Participant B’s card looks like the one given beltwne 6 indicates participant B's guess
about the amount offered to Participant B by Pigdiat A. Line 7 shows the total guessed earnings of

Participant B, which is the sum of line 3 and lthe

Your group number:8

Your role: Participant B

Your participation fee: B0

Participation fee of Participant A18

Total amount to be divided1€

Your guess about the amount offered to you (betwie@d and 10.00):

No gk~ DN RE

Your guess about your total earningst0 + =

In the previous part of the experiment, ParticipAndecided to give any amount between
£0.00 and £10.00 (up to two decimal points) to iBigant B. In this part of the experiment,
Participant B will have to guess the amount Paudict A has given to him/her. If the guess is close

enough to the actual amount given by Participarthén Participant B will get an extra reward of £1.

Suppose Participant A has given X to ParticipanP&ticipant B guesses that the amount is
Z. If the difference between X and Z is less thaequal to 50 Pence, then Participant B will get th

£1 reward over and above the participation feetaegmount given by Participant A.

Example 1.Suppose Participant A decides to give £7.29 toidiaant B. If Participant B rightfully
guesses an amount which is in between £6.79 ain@ ffhen Participant B will get the reward of £1.
This is because £7.29 - £0.5 = £6.79 and £7.29.% £CE7.79. If Participant B guesses numbers
outside this range, then he/she will not get theard.

Example 2.Suppose Participant A decides to give £3.37 toidiaant B. If Participant B rightfully
guesses an amount which is in between £2.87 add £Ben Participant B will get the reward of £1.
This is because £3.37 - £0.5 = £2.87 and £3.37.% £0£3.87. If Participant B guesses numbers
outside this range, then he/she will not get theard.

Participant B will write the guess ltne 6. He/she will also need to write the total earnings
in line 7. This will be thesum of line 3 and line 6 Participant B will get 2 minutes to make his/her
decision. After making the decision, each Partici@will put his/her card inside the envelope give
and seal the envelope. The total earnings of Raatic B will be the sum of the participation fee,
amount given to him/her by Participant A, and therédward (if won). This will conclude the second

part of the experimen#re there any questions?
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Appendix B (appendix Chapter 3)

B.1 Instructions for the experiment

(Baseline case: £10 participation fee)

General Instruction

This is an experiment in the area of economic d&tismaking. Various research agencies
have provided funds for this research. The insiwostare simple. If you follow them closely, then
depending on your decision and the decision ofatiwers, you can earn an appreciable amount of
money. The experiment has two parts. At the enibady’s experiment, you will be paid in private
and in cash. Your identity and your decisions @ilo remain private. 16 participants are in today’s
experiment.

It is very important that you remain silent andrai look at other people’s work. If you have
any questions, or need assistance of any kindsglegise your hand and an experimenter will come
to you. If you talk, laugh, exclaim out loud, etgou will be asked to leave and you will not bedpai

We expect and appreciate your cooperation.

Your Decisions

You have already received a £10.00 participatian Tehis experiment contains the decision
problem that requires you to make economic choibas determine your earnings over and above
your participation fee.

At the beginning of the experiment, you will be damly and anonymously placed into one
of 8 groups (groups 1, 2, 3, 4, 5, 6, 7, and 8)xhEgroup consists of 2 types of participants
‘Participant A’ and ‘Participant B’. Again you will be randomly assigned either aParticipant
A’ or a ‘Participant B’ in your group. Both the group name and your typk be written in a card
given to you at the start of the experiment. Ofpaticipants will not know your group number or
your type (A or B).

Both ‘Participant A’ and ‘Participant B’ are paid £10 each as their respective participati

fee. Every Participant A will receive an additiomahount of £10.
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Part I. Participant A

Participant A will make the decision to allocatésthdditional £10 between himself / herself
and the Participant B in his/her group. Participamian decide to give any amount in British Pounds,
between 0.00 and 10.00 (up to two decimal poimtsParticipant B. Suppose Participant A gives X to
Participant B. Then Participant A will have the mning Y= £10.00 - X. The total earnings of
Participant A will be the participation fee plustkhare of the additional £10. Hence, earnings of
Participant A = £10 + Y. Earnings of Participant=B£10 + X. See the following examples for
clarification. All the numbers are in British Pouwnd
Example 1.Suppose Participant A decides to give 7.29 toidhaaint B. Then the total earnings of
Participant B is (participation fee + share of #uklitional amount) = 10 + 7.29 = 17.29. And thaltot
earnings of the Participant Ais =10 + (10 - 7.290 + 2.71 = 12.71.

Example 2. Suppose Participant A decides to give 3.37 toidhaaint B. Then the total earnings of
Participant B is (participation fee + share of #uklitional amount) = 10 + 3.37 = 13.37. And thaltot
earnings of the Participant Ais = 10 + (10 - 3.37)0 + 6.63 = 16.63.

Every participant will get a card at the start loé experimentLine 1 of the card indicates
your group numbelL.ine 2 indicates your role in the experimehine 3 shows your participation fee.
Line 4 shows the participation fee of the other partiotga your groupLine 5 shows the additional
amount (£10.00) given to Participant A to be altedabetween himself/herself and the Participant B
in the same group. The next lines are differenParticipant A and Participant B.

Participant A’s card looks like the one given beldwLine 6, Participant A will write a
number between £0.00 and £10.00 (up to 2 decimakgan the blank space. This is the amount
given to Participant B. lhine 7, Participant A will calculate the amount left fum/her. To calculate
this, Participant A will subtract the amount writte line 6 from £10Line 8 shows Participant A’s
total earnings. This will be the participation fplus the share of the additional £10. Hence,
Participant A willadd line 3 and line 7and write the number in line 8 Finally, inline 9,

Participant A calculates the total earnings of iBigent B, which is thesum of line 4 and line 6

10. Your group number:8

11. Your role: Participant A

12. Your participation fee: 20

13. Participation fee of Participant B18
14. Additional amount to be allocatedl@
15. Amount given to Participant B (between 0.00 an®Q@p. X =

16. Amount left for you: £10 - X =

17. Your total earnings£10 + =

18. Participant B total earning€£10+ =
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Here is arexamplethat draws numbers from Example 1 in page 2.

10.
11.
12.
13.
14.
15.
16.
17.
18.

Your group number:8

Your role: Participant A

Your participation fee: 0

Participation fee of Participant B18

Additional amount to be allocatedl@

Amount given to Participant B (between 0.00 and@p.X = £7.29
Amount left for you: £10 - X = £2.71

Your total earnings£10 +£2.71=£12.71

Participant B total earning€£10 +£7.29 =£17.29

Here is anotheexamplethat draws numbers from Example 2 in page 2.

10.
11.
12.
13.
14.
15.
16.
17.
18.

Your group number:8

Your role: Participant A

Your participation fee: B0

Participation fee of Participant B18

Additional amount to be allocatedl@

Amount given to Participant B (between 0.00 and0p.X = £3.37
Amount left for you: £10 - X = £6.63

Your total earnings£10 +£6.63=£16.63

Participant B total earning£10 +£3.37=£13.37

Participant A will get 2 minutes to make his/hecid®n. After making the decision, each

Participant A will put his/her card inside the eloge given and seal the envelope.

To summarize, if you are Participant A, make yoecigion and fill out the card. But if you
are Participant B, you do not have to do anythinthis part of the experiment. The total earninfys o
Participant A will be the sum of the participatitee, and the residual amount from the addition8l £1
(after giving an amount to Participant B), as ckltad inline 8. Participant A’s earnings will not be

affected by the decisions of participant B in tlextround. This will conclude the first part of the

experimentAre there any questions?
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Part Il. Participant B
Participant B’s card looks like the one given beltwne 6 indicates participant B's guess
about the amount offered to Participant B by Pigdiat A. Line 7 shows the total guessed earnings of

Participant B, which is the sum of line 3 and lthe

8. Your group number:8

9. Your role: Participant B

10. Your participation fee: B0

11. Participation fee of Participant A18

12. Total amount to be divided1f

13. Your guess about the amount offered to you (betvde@d and 10.00):

14. Your guess about your total earningst0 + =

In the previous part of the experiment, ParticipAndecided to give any amount between
£0.00 and £10.00 (up to two decimal points) to iBigant B. In this part of the experiment,
Participant B will have to guess the amount Paudict A has given to him/her. If the guess is close

enough to the actual amount given by Participarthén Participant B will get an extra reward of £1.

Suppose Participant A has given X to ParticipanP&ticipant B guesses that the amount is
Z. If the difference between X and Z is less thaequal to 50 Pence, then Participant B will get th

£1 reward over and above the participation feetaegmount given by Participant A.

Example 1.Suppose Participant A decides to give £7.29 toidiaant B. If Participant B rightfully
guesses an amount which is in between £6.79 ain@ ffhen Participant B will get the reward of £1.
This is because £7.29 - £0.5 = £6.79 and £7.29.% £CE7.79. If Participant B guesses numbers
outside this range, then he/she will not get theard.

Example 2.Suppose Participant A decides to give £3.37 toidiaant B. If Participant B rightfully
guesses an amount which is in between £2.87 add £Ben Participant B will get the reward of £1.
This is because £3.37 - £0.5 = £2.87 and £3.37.% £0£3.87. If Participant B guesses numbers
outside this range, then he/she will not get theard.

Participant B will write the guess ltne 6. He/she will also need to write the total earnings
in line 7. This will be thesum of line 3 and line 6 Participant B will get 2 minutes to make his/her
decision. After making the decision, each Partici@will put his/her card inside the envelope give
and seal the envelope. The total earnings of Haatic B will be the sum of the participation fee,
amount given to him/her by Participant A, and therédward (if won). This will conclude the second

part of the experimen#re there any questions?
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Appendix C (appendix Chapter 4)

C.1 Table

Table A.1Average (standard deviations) donations by pretereype

Baseline Exogenous Endogenous
(No Rebate) Rebate Rebate
_ 2050.19 1694.5 716.67
Social (2797.47) (2455.56) (1070.05)

Low
Endowment  Selfish 2506.25 1763.89 1288.89
(3521.45) (2314.39) (1304.69)
, 3805.56 2666.67 4444.44
High Social (3339.33) (2869.72) (3395.02)
Endowment g5, 1972.22 3509.44 2118.89
(2464.29) (4068.03) (2586.13)
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C.2 Instructions for the experiment

(BSL-Low treatment)

Part I. Public good game

The purpose of this experiment is to study howvitllials make decisions in certain
contexts. The instructions are simple and if ydlo them carefully you will receive a cash
amount at the end of the experiment in a confidémianner, since no one will know the
payments received by the other participants. Yau ask at any time that you have raised
doubts first hand. Out of these questions, any comcation between you is prohibited and

subject to immediate exclusion of the experiment.

1. The experiment consists of 20 rounds. In eacheaery one of the rounds are part of the
same group of 4 participants, whose compositiatetermined randomly at the beginning of
the experiment and does not vary along the sameoAime will know the identities of other
members of your group.

2. At the beginning of each round, each participaogéives an endowment of 100 ECU.

3. Your only decision is to choose how you asslygn €ollaborative Fund. The rest will be
automatically allocated to Private Fund.

4. In each round, you will receive information fraime appropriations to be made to the
Collaborative Fund all members of your group lishean highest to lowest, but not know the
origin of each assignment.

5. In determining the profits of the Collaborativend is calculated based on the sum of the
allocations of all members of your group to the drire the sum of the allocations of the
players 1, 2, 3 and 4 to the Collaborative Fun@hat amount of your group assignments
Collective Fund is doubled and divided into foumalgparts among the members of the
group.

6. Private Fund benefits are equal to your allocatio the fund and not depend on the
decisions of others.

7. At the end of each round, you will receive imh@tion about your current and past results
regarding the benefit you get from the Collabomathund, the benefit you get from the
Private Fund, your individual benefit and the bérefcrued to date.

8. At the end of the experiment you will be paidraed benefits over the twenty rounds at
the 2000 exchange rate of ECU =1 €.
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Part Il. Dictator game

The purpose of this experiment is to study howvitllials make decisions in certain
contexts. The instructions are simple and if ydio# them carefully you will receive a cash
amount at the end of the experiment in a confidémianner, since no one will know the
payments received by the other participants. Yau ask at any time that you have raised
doubts first hand. Out of these questions, any comcation between you is prohibited and

subject to immediate exclusion of the experiment.

1. The experiment consists of only 1 round, wheva ynust decide how to distribute a
strictly single 10,000 ECU (any integer from 0 @©d00) between you and the NGO Support
Organization SOS Children.

2. Your earnings at the end of the experiment @oline determined only by your decision:
ECUs surplus after making the donation will be paigrivate at the end of the experiment at
arate of 2,000 ECU =1 €.

3. To ensure the anonymity of all participantsaay time of the experiment will provide
information for decisions other participants maRamilarly, your decision will not be known
by anyone, at any time.

4. At the end of the experiment will access thesitelof the NGO and proceed to deposit the
sum of amounts that have been assigned. To erseigrdcedure, randomly select a person
to monitor that the process is carried out.
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Appendix D (appendix Chapter 5)

D.1 Table

Table A.2Incidence of free-riding by treatment

# (.)f free Baseline Color Race Treatment
riding Treatment

0 16 24 23
1 11 8 13
2 6 7 5
3 8 3 6
4 3 4 6
5 3 4 5
6 4 3 4
7 4 1 1
8 4 1 1
9 3 1
10 1 2
11 2 1
12

13 1 1

14 3

15 3 1

16 1 1 1
17 2 2 1
18 1 1

19 2

20 2 3 2
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D.2 Instructions for the experiment

GENERAL INSTRUCTIONS

This is an experiment in the economics of decisraking. The instructions are simple. If
you follow them closely and make appropriate dedisj you can earn an appreciable amount
of money.

Experimental Currency is used in the experiment ymal decisions and earnings will be
recorded in Experimental Currency Units (ECUSs)tl# end of today’s experiment, you will
be paid in private and in cash. ECUs will be cotaeto Pound Sterling at a rate_ d15
ECUs to_1 British Pound.

It is extremely important that you remain silentdawo not look at other people’s work. If you
have any questions, or need assistance of any lplese raise your hand and an
experimenter will come to you. If you talk, laugixclaim out loud, etc., you will be asked to

leave and you will not be paid. We expect and apate your cooperation.

EXPERIMENTAL INSTRUCTIONS

YOUR DECISION

The experiment consists of 20 decision-making arid\t the beginning of the experiment,
you will be anonymously placed into a group3people You will be placed in either a
‘Green’ group or a ‘Blue’ group. Your group willegh be anonymously matched with another
group of 3 people. If you are placed into a Blueugr, then your group will be matched with
a Green group. If you are placed into a Green grthgn your group will be matched with a
Blue group. In each period your groapwell as the group your group is matched with will
remainthe same. However, at no point will you know who your groogmbers are or who
the members of the other group are. Also, you nat know any information about the
members of your group or the members of the othmrm

Each period you will be given an initial endowment60 ECUs. You will then decide how
much to allocate to group accountor anindividual account. On your screen, you will be
asked to enter your allocation to the group accovdati may allocate any integer number of
ECUs between, and including,and60. Any ECUs you do not allocate to the group account
will automatically be allocated to your individuatcount. An example of your decision

screen is shown below.

115



You have been placed into the G

If your group receives the reward If the other group gets the reward

Each member of your group will receive 40 ECUs Each member of the other group will receive 40 ECUs.

You are endowed with 60 ECUs:

You may allocate any integer number of ECUs between 0 and 60 .

How much would you like to allocate to the group account ?

[

At the end ofeach period, either your group or the other group welteive a reward df20
ECUs (40 ECUs per group member). In each perioly, @ame of the two groups can obtain
the reward. By contributing to your group accouati yncrease thehanceof receiving the
reward for your group. If the total number of ECldsyour group account exceeds the total
number of ECUs in thether group’s account, your group hakigher chanceof receiving
the reward.

The computer will assign the reward either to ygnarup or to the other groupia a random
draw that depends on the total allocation in the grazgomants by the two groups. Below is a
hypothetical example used to illustrate how the poter makes a random draw to decide
which group wins the reward.

Note: The following example is for illustrative purposesonly.

Example 1. Random Draw

Think of the random draw in the following way. Feach ECUs in your group’s account the
computer putsl red token into a box and for each ECU in the other grougsoant the
computer putd black token Then the computer randomly draws one token othiebox. If
the drawn token is red then your group receivesehard, if the drawn token is black then
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the other group receives the reward. Suppose teatbars of both groups have allocated

their ECUs in the following way (as shown in Tatlbelow).

Table 1 — Allocation of ECUs by members of both gnaps

Allocation

Allocation

Allocation

Your Endow- to the to the Other Endow- to the Allocation to
Group ment individual group Group ment individual the group
(ECUs) (ECUs) account
account account account
Person
Person 1 60 40 20 1 60 50 10
Person
Person 2 60 45 15 2 60 60 0
Person
Person 3 60 50 10 3 60 55 5
Total 180 135 45 Total 180 165 15

Members of your goup have allocated a total db6 ECUs to your group account while

members of the other group have allocatéd=CUs. Thus, the computer will plad® red

tokensand15 black tokensinto the box §0 tokens tota). Then the computer will randomly

draw one token out of the box. You can see thatsyour group has contributed more it has

a higher chanceof receiving the reward - your group will receithee reward45 out of 60

times. The other group has a lower chance of reweihe reward 15 out of 60times.

A group can never guarantee itself the reward. Heweby increasing your bid, you can

increase your group’s chanoéreceiving the reward. If your group receives teward, 120

ECUs will be divided equally among the members adirygroup, i.e., you and the other 2

members of your group will receive 40 ECUs each.
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YOUR EARNINGS
EARNINGS IN EACH PERIOD:

After all participants have made their decisior@jryearnings for the period are calculated.
1) For each ECU in your individual account, you wiirel ECU in return. So, if you
keep all 60 ECUs that you are endowed with in yodividual account you will earn

60 ECUs.

2) You can also earn some ECUs from your group acc@\fter all bids are made, the
computer uses the random draw process describe abalecide which group wins
the reward. If your group wins the reward, you vérn40 ECUs from your group
account in addition to your earnings from your indiial account. Each of the other 2
members of your group willlso earn40 ECUs from the group account. If the other
group wins the reward, you and the other 2 membgkg®ur group receive nothing
from your group account. In this event, your pereainings will be equal to your

earnings from your individual account.

Your period earnings are tlsam of the earningsfrom yourindividual account and the
earnings from yourgroup account The following example illustrates the calculatioh
period earnings.

Note: The following example is for illustrative purposesonly.

Example 2. Period Earnings

In Example 1, your group allocated a total of 43Us@vhile other group allocated a total of
15 ECUs to the group accounts. Let’s say the coerpuade a random draw ayour group
received the reward Thus, all the members of your group receive 4QU&€ach fronyour
group account plus earnings from theiindividual accounts. All members of the other
group receive earningsnly from their individual accounts, since their group did not

receive the reward. The calculation of the totaheeays is shown in Table 2 below.
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Table 2 — Calculation of earnings for both groups

Earnings| Earnings Earnings| Earnings Total
Your from from Total period Other from from eriod
group group | individual| earnings group group | individual pert
earnings
account| account account| account
Person 1 40 40 40+40 =80 Person 1 0 50 50
Person 2 40 45 40+45 =85 Person 2 0 60 60
Person 3 40 50 40+50 =90 Person 3 0 55 55
Total 120 135 255 Total 0 165 165

EARNINGS FROM THE EXPERIMENT:
At the end of the experiment we will randomly chebf the 20periods for actual payment

using a computer program. You will be paid the sofirthe earnings in each of these 5

periods. These earnings will be converted to eaghe exchange rate mentioned earlier and

will be paid at the end of the experiment.

Note: All participants in this session will be paidfor the same 5 periods.
OUTCOME SCREEN

At the end of each period, the total number of EQuUshe two groups’ accounts, which

group received the reward, your earnings from yodividual and your group accounts, and

your total earnings for the period are reportedi@noutcome screen as shown below. Please

record your results for the period on yoecord sheetunder the appropriate heading.
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Period

1 of 1 Remaining time [seck. 0

You have been placed into the Blue Group.

ECU(s) you have allocated to the group account o
Total ECU(s) in the other group account: 158
Total ECU(s) in your group account: 5
Group which received the reward: Green
Your ECU(s) from individual account: 60
Your ECU(s) from group account: o
Your total ECU(s) for this period: 60

QUESTIONS TO HELP YOU BETTER UNDERSTAND THE DECISIO N TASKS

When everyone has finished reading the instructiand before the experiment begins, we
will ask you a few questions regarding the decisigau will make in the experiment. The

guestions will help you understand the calculabbyour earnings and ensure that you have

understood the instructions.

ARE THERE ANY QUESTIONS?
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Personal Record Sheet

Earnings from
your group
account

Earnings from
individual account

Total earnings

Period for this period
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Total Earnings

L

Period Chosen Total earnings for this perio

Total =

Sum earnings from table above:

Divide earnings by conveasi rate: 25
Earnings in British Pounds: £ (1)
Earnings from Showing up: £2 (2)

Total payment received: (1)+(2) £
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1. Does group composition change across periods iexperiment?

Ans.

Yes

No

Questions 2 to 6 apply to the following information

In a given period, suppose the members of yourmend the other group chose to allocate

their ECUs to the group account as it is showmentable below.

Allocation | Allocation
Your Endow- to the to the
group ment | individual group
account | account
Person 1 60 35 25
Person 2 60 60 0
Person 3 60 55
Total 180 150 30

Allocation | Allocation
Other | Endow- to the to the
group ment | individual group
account | account
Person 1 60 40 20
Person 2 60 40 20
Person 3 60 50 10
Total 180 130 50

2. How manytotal ECUs will the computer place into the box?

ANS.

3. If the computer makes a random draw out of thewbat is thechance of your group

receiving the reward?

ANS.

out of

4. If the computer makes a random draw out of the wbat is thechance of the other

group receiving the reward?

Ans.

out of

5. If you are Person 1 in your group and your grdig not receivethe reward what are

your period earnings?

Ans.

6. If you are Person 2 in your group and your groeqeived the reward what are your

period earnings?

Ans.




EXPLANATIONS FOR QUIZ ANSWERS

1. Does group composition change across periods iexperiment? Correct answer: No

Questions 2 to 6 apply to the following information

In a given period, suppose the members of yourmend the other group chose to allocate

their ECUs to the group account as it is showmentable below.

Allocation | Allocation Allocation | Allocation
Your Endow- to the to the Other | Endow- to the to the
group ment | individual group group ment | individual group
account | account account | account
Person 1 60 35 25 Person 1 60 40 20
Person 2 60 60 Person 2 60 40 20
Person 3 60 55 Person 3 60 50 10
Total 180 150 30 Total 180 130 50

2. How manytotal ECUs will the computer place into the box? _Correcwaer: 80

Allocation to the group account by your group anydthee other group, i.e., 30 from your
group PLUS 50 from the other group.
3. If the computer makes a random draw out oftibve what is thechance of your group

receiving the reward? — Correct answer: 30 o@0of

Out of a total of 80 tokens, 30 belong to your grothus the chance of your group winning
any random draw of one token from the box is 3@skout of 80.

4. If the computer makes a random draw out ofbibbe what is thechance of the other
group receiving the reward? — Correct answer: 50 o@0of

Out of a total of 80 tokens, 50 belong to the otr@wup. Thus the chance of the other group
winning any random draw of one token from the %0 tokens out of 80.

5. If you are Person 1 in your group and your grdid not receivethe reward what are
your period earnings?_Correct answer: 35

Since your group did not win the reward, your eagsi from the group account for this
period are zero. So, your period earnings are egugbur earnings from your individual
account. From the above table, this is equal t&G%s, your allocation to your individual

account.
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6. If you are Person 2 in your group and your groeceived the reward what are your

period earnings?_Correct answer: 100

Since your group did win the reward, your earnifrgen the group account for this period
are40 ECUs (Your group wins 120 ECUs which are splitatyuamong all 3 of you). So,

your period earnings are equal to your earnings fyour individual account plus 40 ECUs
(your earnings from the group account). From thevabtable, your allocation to your

individual account is 60. Thus your total periodngiags are 60 + 40 = 100 ECUs.
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Appendix E (appendix Chapter 6)

E.1 Instructions for the experiment

Appendix: Instructions

1. Baseline instruction for Dictator

Welcome to this experiment! In this experiment eatlyou will be paired with a different

person. You will not be told who you are matchethwduring or after the experiment, and he

or she will not be told who you are either durimgatier the experiment.

Your decisions will be strictly anonymous and cartmelinked to you in any way.

The experiment has two parts and is conducted|iasvi

Everyone in this room has already been allocatglubav up fee of £3. You have been
paired with someone else in the room.

The other person you are paired with has access #&nlditional £10.

In the first part of the experiment, you will haeemake a simple decision. You have
to decide what portion, if any, of the £10 to tf@nso yourself. Your choice can be
anywhere from £0 to £10, in 1p increments. Youethkme earnings from this
experiment will be your initial £3 show up fee pthe money you transfer from the
person you are paired with. The earnings of thegeyou are paired with will be
his/her £3 show up fee plus the money left ovemftbe £10 after you transfer to
yourself.

In the second part of the experiment, the persan /@ paired with will make a
decision, but that decision will NOT affect yourmiags.

You will have 1 minute to come to a decision abgadr choice. Please do not talk to the

other people in this room until your session is ptated. Do not be concerned if other people

make their decisions before you
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2. Eye-image instruction for Dictator

o o
- 4

Welcome to this experiment! In this experiment eatlyou will be paired with a different

person. You will not be told who you are matchethwduring or after the experiment, and he

or she will not be told who you are either duringatier the experiment.

Your decisions will be strictly anonymous and cartmelinked to you in any way.

The experiment has two parts and is conducted|iasvi

Everyone in this room has already been allocatglubav up fee of £3. You have been
paired with someone else in the room.

The other person you are paired with has access #&nlditional £10.

In the first part of the experiment, you will haeemake a simple decision. You have
to decide what portion, if any, of the £10 to tf@nso yourself. Your choice can be
anywhere from £0 to £10, in 1p increments. Youethkme earnings from this
experiment will be your initial £3 show up fee pthe money you transfer from the
person you are paired with. The earnings of thegeyou are paired with will be
his/her £3 show up fee plus the money left ovemftbe £10 after you transfer to
yourself.

In the second part of the experiment, the persan /@ paired with will make a

decision, but that decision will NOT affect yourmiags.

You will have 1 minute to come to a decision abgutr choice. Please do not talk to the

other people in this room until your session is ptated. Do not be concerned if other people

make their decisions before you.
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Appendix F (appendix Chapter 7)
F.1 Instructions for the experiment

1. Instruction for Dictator in Taking game

Welcome to this experiment! In this experiment eatlyou will be paired with a different person.
You will not be told who you are matched with dgyior after the experiment, and he or she will not

be told who you are either during or after the expent.
Your decisions will be strictly anonymous and carmlinked to you in any way.
The experiment has two parts and is conductedliasvi

» Everyone in this room has already been allocatsidoa up fee of £3. You have been paired
with someone else in the room.

» The other person you are paired with has access smlditional £10.

* Inthe first part of the experiment, you will hagemake a simple decision. You have to
decide what portion, if any, of the £10 to trangéeyourself. Your choice can be anywhere
from £0 to £10, in 1p increments. Your take-hommiegs from this experiment will be your
initial £3 show up fee plus the money you tranffem the person you are paired with. The
earnings of the person you are paired with wilhisgher £3 show up fee plus the money left
over from the £10 after you transfer to yourself.

* In the second part of the experiment, the persanaye paired with will make a decision, but

that decision will NOT affect your earnings.

You will have 1 minute to come to a decision abguir choice. Please do not talk to the other people
in this room until your session is completed. Do lo® concerned if other people make their decisions

before you.
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2.

Instruction for Dictator in Giving game

Welcome to this experiment! In this experiment eatlyou will be paired with a different person.

You will not be told who you are matched with dgrior after the experiment, and he or she will not

be told who you are either during or after the eixpent.

Your decisions will be strictly anonymous and cariielinked to you in any way.

The experiment has two parts and is conductedllasvi

Everyone in this room has already been allocatsidoav up fee of £3. You have been paired
with someone else in the room.

You have access to an additional £10. The othesopeyou are paired with does not have
access to that extra £10.

In the first part of the experiment, you will hate make a simple decision. You have to
decide what portion, if any, of the £10 to trangf@ithe person you are paired with. Your
choice can be anywhere from £0 to £10, in 1p iner@s1 Your take-home earnings from this
experiment will be your initial £3 show up fee pthe money left over from the £10 after you
transfer to the person you are paired with. Thaiegs of the person you are paired with will
be the amount you transfer to him/her plus hisf3eshow up fee.

In the second part of the experiment, the persenaye paired with will make a decision, but

that decision will NOT affect your earnings.

You will have 1 minute to come to a decision abguir choice. Please do not talk to the other people

in this room until your session is completed. Do lb® concerned if other people make their decisions

before you.
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