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Burger/Kolstad


Appendix A: Experimental Script

Verbal Script (for 10 person experiments, MPCR = 0.3)

Thank you for participating in today’s experiment.  You participation is valuable and helps us learn about economic behavior.

I will use a script throughout the experiment to ensure that I communicate information and instructions consistently. However, feel free to ask any questions that you have.  Just raise your hand at any time.

There are 10 people participating in today’s experiment. Each person will hear exactly the same instructions and have the same information available as everyone else throughout the session. One request we have of you is that you do not communicate with other participants in the room today.

For today’s experiment we will be working not in dollars but in Experimental Monetary Units or EMUs. However, when we are done today, we will exchange all of your EMUs for real money at the rate of one cent per EMU or 100 EMUs per dollar. In other words, if at the end of experiment you have 1000 EMUs, you will receive 10 dollars in cash. 2500 EMUs will be exchanged for 25 dollars, and so on. Furthermore, no matter how you do today, you will each receive at least $5 for your efforts. 

Any questions? 

[The Investment Experiment]


This is an experiment in making investment choices.  Different choices will have different payoffs for you and your fellow participants. The experiment is divided into four parts and in each part, you will repeat the experiment a number of times; we will refer to each repetition as one period. You will begin each period with 16 tokens, and while you must invest all your tokens, it is up to you to decide how to invest them. You will always have two investment choices: a private project and a public project.  When you invest in the private project, only you benefit.  When you invest in the public project, everyone benefits – hence the term “public”.  Although you cannot carry your tokens over from one period to another, your earnings in dollars do accumulate and at the end you will be paid for all of these earnings.

Here is how the investment works: every token you invest in the private project returns one EMU to you. If you invest 16 tokens in the private project you will receive 16 EMUs at the end of the period. Investing in the public project works a little differently. Each token you invest in the public project returns 0.3 EMUs to you. Furthermore, every token in the public project also earns 0.3 EMUs for each and everyone participating in the experiment. In other words, if one person invests 16 tokens in the public project, each and every one of you earns 4.8 EMUs. If two people each invests 16 tokens to the public project—for a total of 32 tokens—each and every one of you earns 9.6 EMUs. 

Lets pause a minute to reflect on this.  One token to the private project returns one EMU to you.  One token to the public project returns less to you – 0.3 EMU – but more in total to everyone – 3 EMUs.  Is that clear to everyone?


We have provided a guide to simplify calculating your investment options. I will explain this guide in a moment. 

[The Computer Interface]


I will now take a moment to explain the computer interface. You will use the computer to make all investment decisions, and the computer will provide accurate and exact calculations for you. The computer interface is relatively simple. 

[administrator runs the “Trial Treatment” at this time]

The screen in front of you shows the basic computer interface. Please do not enter any information at this time. The experimental software will display your current status, allow you to make decisions, and report the results of those decisions. In the upper left of the screen is a box that shows the current period and the total number of periods in this session. In the upper right hand corner is a timer. This timer displays the time you have remaining in the current section. If everyone finishes a section with time remaining, the experiment will continue. Below these two boxes is a larger box that will display instructions and messages during the experiment. 

On some screens, you will only read information. On other screens, you will be asked to enter information. Whenever you enter information, there will be a red button that you must press to continue, like the one you see in front of you that says “Accept this Investment”. Pressing the “enter” key does not work, you need to use the mouse and click on the button. At the end of each period, the computer will display the results from that period on the screen. You will not have access to the results from previous periods during the experiment. 

At the bottom of your screen is the guide I mentioned earlier. This guide will assist you in choosing how much to invest in the public project. Any information you enter into this guide will only be used to allow you to test out different investment options. The guide has two entry spaces. In the left space enter a hypothetical amount you want to invest in the public project. In the right space you select the average amount that you think everyone else will invest in the public project. When you hit “calculate” the guide will show you how much you would earn and how much everyone else would earn—on average—given your hypothetical investment. For instance, try clicking 16 in the left-hand box and 0 into the right hand box. Hit calculate. The guide shows you that if you were to invest 16 in the public project and everyone else invested 0 on average, your total return would be 4.8 EMUs. However, everyone else would earn 20.8 EMUs on average. If instead you invest 0 tokens in the public project but everyone else invests 16, you would receive 59.2 EMUs. The other participants would receive 43.2 EMUs. You can enter as many trial values into the guide as you like, but remember that you only have a limited amount of time to make your real investment decision. 

When you are ready to make your real investment decision, enter that amount in the box that says “enter your real investment here,” then click the red button. 


We will begin with two trial periods.  In each period you will choose how many tokens to invest in the public project. Remember that you will begin each period with 16 tokens and that you must invest all of the tokens each period. Tokens do not carry over between periods and every period you get a new set of 16 tokens. You will have ninety seconds to make your investment decision each period. You must press ‘Accept this Investment’ when you have made your decision. At the end of each period, the computer will report information about the period, including your personal return in EMUs as well as the total investment to the public project from all participants. 

[pause]


We will work through one trial period together and then you will work through one trial period on your own. Please keep in mind that these initial trial periods are for practice only; they do not affect your total earnings in any way. On the screen in front of you can see the following: At the top of the screen, the computer reports that you are in period 1 of 2 pre-trial periods. The timer began at ninety seconds and is counting down to zero. The message box provides a brief description of your task in this part of the experiment. The main window displays your endowment and asks you to choose how much you wish to invest in the public project. 

Once you press the red button, the screen changes to a waiting screen until all other participants have made their decisions. Once everyone has made a decision, you see the results screen for this period. This screen shows your investment to the private project, your investment to the public project, and the total investment to the public project. The last line displays your total earnings for the period. The computer will keep track of your total earnings for all periods. Your earnings will be the sum of all earnings from all official periods.  

Are there any questions? 

Now complete one more trial period on your own. 

[once trial period is over, announce…]

This concludes the trial periods.   Let’s stop for questions before we go on to the official periods.

[Isaac-Walker / Binary Public Goods]

We will now continue with official periods. The results in all subsequent periods will count toward your total earnings. 

The first part of today’s experiment is …

[Simple Public Goods]

… a twenty-period section in which you will invest all or none of your tokens in the public project. [If the previous treatment was the collation treatment, say “you no longer have the option of forming a coalition”] Please note, you will begin each period with 16 tokens but you must choose to invest either all 16 or none of them in each period. Tokens do not carry over between periods. You will have ninety seconds to make your investment decision each period. You must press ‘Accept this Investment’ when you are sure of your decision. At the end of each period, the computer will report your personal return in EMUs as well as the total investment to the public project of all participants. 


Finally, just a reminder: the public project returns 0.3 EMUs for each token invested. In other words, allocating 16 tokens to the public project returns 4.8 EMUs to each and every participant. 

[run experiment]

[Public Goods with Uncertainty]
We will now continue with the experiment. This will be another 20 period section. However, in this session the public project works differently. The payoff from the public project is now uncertain.  Furthermore, the payoff for each token invested has changed from before.  There is now a two thirds chance that a token invested in the public project returns 0.45 EMUs and there is a one third chance that token invested in the public project will return nothing.  Let’s take an example.  On the screen is a pie chart with two-thirds colored green and one-third colored red.  Suppose five participants each invests 16 tokens to the public project, for a total of 80 tokens.  You then spin the spinner.  If you end up in the red, the public project will return zero EMUs; if you end up in the green, the public project will return the full 36 EMUs to each person. The public project will pay everything or it will pay nothing. Otherwise, the session will proceed in the same way as the previous session. As before, you must invest all or none of your tokens to the public project.

Are there any questions?

[run experiment]

The third part of today’s experiment is… 

[Public Goods with Coalition Formation]

… a 20 period section in which all participants will have the option of joining a club – an informal group of participants that coordinates actions of its members.  If you join the club then you will have to invest your tokens in a manner determined by the majority opinion of the members of the club.  If you stay out of the club, you will act on your own.

 The club will consist of any participants who elect to join. Once you join the club you agree to invest your tokens at the level agreed upon by the club, using majority rule.  Everyone else in the club makes the same commitment. The club has two choices:  each member invests all of his/her tokens or each member invests none if his/her tokens. Once the club is formed, all members will vote for their preferred investment level. The investment level with the most votes “wins” and all members will automatically invest at that level. For example, if the club consists of five people and three of them vote to invest all 16 tokens, then each of the five members will invest 16 tokens to the public project. A tie will be decided through an electronic coin toss—a fifty-fifty chance. If a tie occurs, the computer will alert you and provide the results of the electronic coin toss. 

If you join the club, you cannot leave it until the next period. However, at the beginning of each period the club is reset and each person can again decide whether or not to join. Also at the end of each period, the computer will report your total return and the size of the club. This information will be presented to all subjects, whether they were a member of the club or not.

Each period will consist of two steps. In the first step, you decide whether or not to join the club. You will have 30 seconds to make this decision. Once the club is formed, all participants will be told the number of individuals in the club. In the second step, non-club members will then have 90 seconds to determine their individual investment to the public project. Simultaneously, club members will decide on their collective investment. However, the non-club members will not know the club’s investment decision until the end of the period. Similarly, the club will not know the investment decision of any non-members until the end of the period. 

 If everyone completes their investment decision before 90 seconds has passed, the experiment will move on. Finally, note that the public project returns 0.3 EMUs for each token invested. In other words, allocating 16 tokens to the public project returns 4.8 EMUs to each and every participant. 

Are there any questions? 

[run experiment]

[Coalition Formation Under Uncertainty]
We will now continue with the experiment. This is a 20 period section in which you will again have the option of forming a club to coordinate actions. However, in this session the public project works differently. There is now a two thirds chance that the public project returns the full amount invested. At the same time, there is a one third chance the public project will return nothing. Also, the public project now returns 0.45 EMUs for each token invested, 50 percent more than before. In other words, if five participants each invests 16 tokens to the public project, there is a two in three chance that at the end of the period the public project will return the full 36 EMUs and a one in three chance that the public project will return zero EMUs. The public project will pay everything or it will pay nothing. Otherwise, the session will proceed in the same way as the previous session.


You will not know whether or not the public project will pay out when you are asked to join the club. However, once you join the club the computer will inform you whether or not the public project will pay out. In other words, all participants will know the result of the electronic coin toss before you make your investment decision between the public and private projects. 

Otherwise, the session will proceed in the same way as the previous session. As before, you must invest all or none of your tokens to the public project.

Are there any questions?

[run experiment]

Questionnaire
We’re almost finished. I will now administer an electronic questionnaire. The first part of the questionnaire asks for information like name, address, and PERM number
. This information is for payment purposes only and will not be associated with the results of the experiments. The second part of the questionnaire asks for information about your year in school, major, etc. Know that none of this information will be released or available publicly in any way. We appreciate your honesty in answering these questions.

� Student identification number. 





