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1 Experimental Instructions & Debriefing Questionnaire

As mentioned in the main body of the paper, there are some differences in the sequence of events
across four conditions. The appendix below presents instructions for all conditions and these differ-
ences are mentioned with remarks. After this, the debriefing questionnaire used in the experiment

is presented.

General Explanations for Participants

You are now participating in an economics experiment that is financed by several scientific
institutions. In the experiment you can — next to the fixed show-up fee of 3 Euro - earn money
with the decisions you make. Your earnings may also depend on the decisions of other participants
and random events. How exactly is explained in this instructions document. It is, therefore, very
important that you carefully read the following explanations. At the end of the experiment, you will
be instantly and confidentially paid in cash all the money you have earned. During the experiment,
we will speak of points instead of euro. Thus, all your income will be counted in points. The total
number of points you have earned during the experiment will be exchanged into euro at the end of

the experiment, where the exchange rate is

100 points = 65 euro cents.
During the experiment you are not allowed to communicate. If you have questions then
please raise your hand. One of us will come to you to answer your question.

On the following pages we will describe the exact procedure of the experiment.

Information about the exact procedure of the experiment
This experiment will consist of multiple parts. You will receive information about each part after
the preceding part has ended. Be assured that your earnings in a particular part are unaffected by

what happens in later parts.
This is the instructions of the first part of the experiment.

In this part of the experiment you are randomly paired with another participant. Neither during

nor after the experiment will anybody be informed about who has been paired with whom.



In the experiment, you and the person you are paired with (’other’ for short) will act in the role
of a head of department in a firm. Imagine that in this firm there is initially a total budget
of 2050 points for your (you and the other) salaries. However, depending on the performances
of both of you and some external factors (both of which will be explained below), the firm might

have a larger (2710 points), the same (2050 points) or a smaller (1390 points) salary budget.

In any case, the top management of the firm does not want to dictate a salary distribution between
the heads of department. Therefore, you are asked by the top management to bargain a salary
distribution with the other head of department. If you can agree on a salary distribution within
a pre-specified time, the firm pays your corresponding salaries (that is, you earn the points
you agreed on). However, if you are not able to settle an agreement within the pre-specified

time you are both ’fired’, that is, you are not paid any salary (that is, you do not earn any points).

This part of the experiment consists of two stages. The first part consists of the determination
of the salary budget and some questions. In the second part, bargaining over the salary

budget takes place.

Determination of performance and the salary budget:

Determination of performance.

Your performance will be measured with a general knowledge quiz. Your performances po-
tentially affect the salary budget you will later bargain on. The determination of performance is
done as follows. Each participant has to answer questions. For each question there is exactly one
correct answer and several wrong answers. The questions concern several fields of knowledge. In

total there are 16 questions. Each participant receives the same questions in the same order.

The head of department with the most correct answers has the better performance. You will
answer the questions on the computer. You will have at most 30 seconds to answer each question.

Unanswered questions count as wrong answers. A question will look like this:



Remaining Time 30 seconds

Which color is contained in the flags of all Islamic countries?

o Red
o Blue
o Green
o Yellow
o Orange
OK

You answer a question by choosing the option you think is correct and subsequently striking
the OK button within 30 seconds. The next question then shows up automatically. After you and
the other head of department have answered all questions (or the time is over) you will see on the
screen the salary budget you will have to bargain over with the other head of department. In the

following, the determination of the salary budget is explained.

Remark 1 The following “Determination of salary budget” is used in the stoc condition.

Determination of salary budget.

First, it is randomly decided whether the salary budget is determined by external factors (e.g.,
demand conditions in the market for the firm’s product) or the joint performance of you and the
other head of department in the general knowledge quiz. More concretely, with 75% chance,
the salary budget is determined by external factors and 25% chance it is determined by your
joint performance, that is, the total number of correct answers in the general knowledge

quiz. Below, it is explained in detail how external factors and performances affect the salary budget.

With a chance of 75% the salary budget will be determined by external factors in the following

way:
— With a chance of 1/3 (i.e. 33.3%), the salary budget will be 1390 points

— With a chance of 1/3 (i.e. 33.3%), the salary budget will be 2050 points



— With a chance of 1/3 (i.e. 33.3%), the salary budget will be 2710 points

With a chance of 25% the salary budget will be determined by the joint performance of you
and the other head of department in the following way:

— If the total number of correct answers by you and the other is from 0 to 10, then

the salary budget will be 1390 points.

— If the total number of correct answers by you and the other is from 11 to 20, then

the salary budget will be 2050 points.

— If the total number of correct answers by you and the other is from 21 to 32, then

the salary budget will be 2710 points.

Summary of the determination of salary budget

Chance Move

5% 25%
External Factors Joint Performance
chance of 1/3 (i.e. 33.3%) 1390 points Sum of correct answers from 0 to 10 1390 points
chance of 1/3 (i.e. 33.3%) 2050 points Sum of correct answers from 11 to 20 2050 points
chance of 1/3 (i.e. 33.3%) 2710 points Sum of correct answers from 21 to 32 2710 points



Remark 2 The following “Determination of salary budget” is used in the det condition.

Determination of salary budget.

The salary budget is completely determined by the joint performance of you and the other
head of department in the general knowledge quiz. More concretely, it is determined by the
total number of correct answers in the general knowledge quiz. Below, it is explained in detail

how performances affect the salary budget.

The salary budget will be determined by the joint performance of you and the other head of

department in the following way:

— If the total number of correct answers by you and the other is from 0 to 10, then

the salary budget will be 1390 points.

— If the total number of correct answers by you and the other is from 11 to 20, then

the salary budget will be 2050 points.

— If the total number of correct answers by you and the other is from 21 to 32, then

the salary budget will be 2710 points.

After you have finished the knowledge quiz you will learn the outcome of the described procedure

and, hence, learn what the salary budget you have to bargain about is.

Beliefs on the number of correct answers.
Next you will be asked your beliefs about your and the other’s performance in the general knowledge

quiz. You can earn extra money depending on the accuracy of your estimation:

— If your estimation is exactly equal to the true number of correct answers, you earn 60

points.
— If your estimation is the true number of correct answers —1 or + 1, you earn 30 points.
— If your estimation is the true number of correct answers —2 or + 2, you earn 15 points.

— Otherwise, you earn 0 points.

You will be asked for an estimation of your own performance as well as for the performance of the

other department head. Nobody except you will get to know these estimations.



Remark 3 The following part is used only in the info condition.

Information about relative performance in the general knowledge quiz.
Next you will receive information on your screen about your actual performance in the general

knowledge quiz in comparison to the other department head.

If you have more correct answers in the general knowledge quiz than the other department
head, then you are the better performing department head and the other is the worse performing

department head.

If you have less correct answers in the general knowledge quiz than the other department
head, then you are the worse performing department head and the other is the better performing

department head.

If you and the other have the same number of correct answers in the general knowledge quiz,

then you and the other department head are equally performing.

This finishes the first stage of the experiment. The next stage is the bargaining over the salary
budget. The instructions for this stage will be given shortly. Do you have any questions at this
point? If you have a question please raise your hand. If there are no (more) questions we shall

continue with the instructions.



The Bargaining

You will have a maximum of 10 minutes to reach an agreement on the distribution of the salary
budget, which is at your joint disposal. You do not have to use up all the bargaining time but
must not exceed it. If you do not agree on a distribution within 10 minutes, then you will earn

nothing from this bargaining stage! If you do agree on a distribution then you will earn your share.

The bargaining is done via the computer. During bargaining you will work with a screen that
consists of four parts, which we will explain in what follows. (See screen-shot at the end of these

instructions. )

1. In the upper-right part the salary budget you are bargaining over is shown. The clock right

on the top shows how much bargaining time (in seconds) is still remaining.

2. In the lower-right part you see “Make and Send New Proposal” screen. There is a “SEND”

button to confirm and send proposals.

3. In the upper-left part, the table shows all previous proposals, the identity of proposers (you or
other), the number of the proposal, your and the other’s proposed share of the salary budget,
and the remainder share. For instance, if you have made the first proposal by proposing x to
yourself and y to the other, then the first row of the table shows “You” as the proposer, “1”
as the number of the proposal, “x” as the proposer’s salary claim and, “y” as the remainder.
Note, that the entries in the column “Proposer’s Salary Claim” refer to the claim of the
proposer and, hence, can be your claim or the claim of the other department head. The
entries in the column “Remainder” therefore also refer to you or the other, depending on who

made the proposal.

4. In the lower-left part, you see the other’s and your currently valid proposals. There is also
“Accept the Proposal” button to accept the other’s currently valid proposal. If the other
department head has not made any proposal to you yet, a “No proposals have been made to
you yet” message is shown. Similarly, if you have not made any proposal, a “You have not

made a proposal yet” message is shown.

If you want to make a first (or new) proposal you have to fill in two boxes in the lower-right quarter
with corresponding shares for yourself and the other department head. The amounts you fill in
should add up to the salary budget. Thereafter, you need to press the “SEND” button to send
your proposal. The following rules apply:



1. A proposal consists of an amount of points for you and an amount of points for the
other department head. To switch a field forward you can either press the “TAB” key on

your keyboard or you can click on the next field you want to fill in.

2. The sum of points cannot exceed the budget. Smaller sums are also not allowed. In case
you make an invalid proposal in this sense, a “The numbers have to sum to the salary

budget” message appears.
3. Only integer offers are allowed.

4. A sent offer is binding, that is, if the other department head accepts your proposal, bargaining
is finished and both of you earn the points on which you have agreed upon. The same holds
if you accept a proposal of the other department head. You can only accept the current

proposal; earlier proposals are not valid any more.

Hence, as long as you have not pressed the “SEND” button you can still change the offer. A
sent proposal is binding and shows up on the screen of the other department head as well as on
your own screen. You can always make a new proposal, provided that neither you nor the other

department head have accepted a proposal and provided that there is still some bargaining time left.

If you want to accept a currently valid proposal, you have to press the “Accept Proposal” button.
If you have agreed upon a distribution you have to enter it in the corresponding space in your

information & documentation sheet.

This is the end of the instructions of this part of the experiment. Do you have any questions? If
you have questions please raise your hand. If there are no (more) questions the experiment will

start shortly.



Mood Question

Cubicle #: .....

How do you feel at this moment? Please choose with the help of the figure the number that best

describes how you feel.

2 X =] o 55
[ ] [ ] 1 [ ] [ ]
1 i 3 4 5 5 7 L] a

10




Remark 4 The results of the following bargaining stage is not relevant for the current paper. It is

provided here only to keep the instructions in their original form.
A New Experiment

Now a new experiment takes place, which is very similar to the experiment you have just
completed. In this experiment you have again to bargain with the other head of department, who

is the same person as in the experiment you just finished.

Consider that one year has passed by and that the top management of the firm asks you again
to bargain about the salary budget. There is one important difference with last years’ procedure,
however. Now there is no performance measurement. Suppose further that you and the other

department head had an equal intermediate performance that was neither good nor bad for the firm.

Therefore, the salary budget that you will bargain about is determined purely by external

factors (e.g., demand conditions in the market for the firm’s product).

That is, the economic conditions and, hence, your salary budget are determined completely ran-
domly. If the economic conditions turn out to be favorable, you bargain over 2710 points of salary
budget. If the economic conditions are unchanged you bargain over 2050 points of salary budget.
If the economic conditions turn out to be bad you bargain over 1390 points of salary budget. The

salary budget is randomly determined in the following way:

— With a chance of 1/3 (i.e. 33.3%), the salary budget will be 1390 points
— With a chance of 1/3 (i.e. 33.3%), the salary budget will be 2050 points

— With a chance of 1/3 (i.e. 33.3%), the salary budget will be 2710 points

As last year the top management does not want to dictate the new salaries. Therefore, it has
decided to let you and the other department head bargain over the distribution of the new salary

budget as you did in the past.

Otherwise the experiment proceeds precisely as the earlier one. You will bargain with the other
department head about the distribution of the new salary budget. Again, these points will be
exchanged to euros at the same rate (100 points = 65 euro cents). In case of no agreement within

10 minutes, both of you receive nothing. As before, you will not be informed about the identity of

11



the other department head. Otherwise the same rules as before apply. Please, enter the bargaining
result in the new documentation sheet that comes along with these new instructions. After you
have finished this part of the experiment you get paid your bargaining result from the earlier part
of the experiment (including eventual earnings from your estimations of the numbers of correct
answers in the general knowledge quiz) and the bargaining result from this part of the experiment

The points you have earned in the earlier experiment will not be touched by this experiment,

whatever the outcome is.

Do you have any further questions? If you have questions please raise your hand. If there are no

(more) questions this part of the experiment will start shortly.

12



Randomization Procedure
A random number generator independently draws two random numbers from a uniform distribution

over [0,1] interval, one for you and one for the other department head.

— If the sum of those two numbers is less than 0.8165, the salary budget will be 1390 points,

— If the sum of those two numbers is between 0.8165 and 1.1835, the salary budget will be 2050

points,

— If the sum of those two numbers is more than 1.1835, the salary budget will be 2710 points.

13



H :Jaupled InoA 1o} seAes| siy L e ;10 Alejes e noA 1oy seAea| SIYL
‘wieja Alejes Ino A s wiepd Alejes s auped Inox
|esodold pijep Ajjuaiing 1noj |esodold pijep Ajpuaiing s auyled Inoj

14

sjutod pgoz Jo 186png Alejes e JsAo Buiuiebieq ale noj

Tz g JTaupEd Inok
058 i noi
056 £ Jauued nok
0seL z noé
0501 | Jauped nak
b Aweies 195 0d01d Tamnog ouAR
L laas] aum Buidielay L joano |

pojiag




Information and Documentation Sheet 1

Cubical #: ccevvvivineininnnnnns

1- The size of the salary budget can be 1390 points, or 2050 points, or 2710 points.
Remark 5 The following part is used in the det condition.

The actual salary budget is determined completely by
the joint performance of myself and the other head of department.

The actually realized size of the salary budget is: ......ccccccvvunnneee.
Remark 6 The following part is used in the stoc condition.

The actual salary budget is determined by
the joint performance of myself and the other head of department with a chance of 25% and
due to external factors with a chance of 75%.

The actually realized size of the salary budget is: ......ccccccovvunnnneee.

2- My estimation about the number of correct answers in the general knowledge quiz is:

My own number of correct anSwers: ............ccceeevvvvennnn.

The other department head’s number of correct answers: ...........cccoeeeeeeiii.
Remark 7 The following part (part 3) is used in the info condition.

3- Actually I am the better /worse/equally performing department head (please strike through the
inapplicable) and the other is the better/worse/equally performing department head (please
strike through the inapplicable).

4- The bargaining outcome:

There was an agreement: ..... yes ... no
In case of “yes”:

The agreed share of the salary budget that goes to me: ............ccoec....

15



Remark 8 The following part is not relevant for the current paper. It is provided here only to

keep the instructions in their original form.

Information and Documentation Sheet 2

Cubical #: ccovvviviieininnene.

5- The second bargaining outcome:

The size of the salary budget can be 1390 points, or 2050 points, or 2710 points.
The actual salary budget is determined completely by external factors.

The actually realized size of the salary budget: ...........cccccceeenn.

There was an agreement: ..... yes ... no

In case of “yes”:

The agreed share of the salary budget that goes to me: .......................

16



Debriefing Questionnaire

Questionnaire -A-

The following questions concern the determination of performance in the knowledge quiz. Please,
indicate for all questions, by crossing the appropriate field, how strongly you agree with the state-

ment. “1 = not at all”, “7 = very”.

1- In a knowledge quiz like this, pure luck decides who is able to answer more questions correctly.

1 2 3 4 ) 6 7

2- The one with the better general knowledge is able to answer more questions correctly.

1 2 3 4 ) 6 7

3- In my view the knowledge questions have been difficult.
1 2 3 4 5 6 7

17



Questionnaire -B-

We would now like to know how you assess your own general knowledge. Not all people have an
equally good general knowledge. We ask you, therefore, to compare your own knowledge with that
of the other participants in this experiment. By definition, of course, there is somebody who has
the least general knowledge and somebody who has the best general knowledge. We ask you to
indicate on the scale below where you position yourself with respect to your general knowledge,
within the group of the participants of this experiment. Of course, since you do not know all
participants of this experiment this is a difficult task. Nevertheless we ask you to make your self-
assessment as accurate as possible. Please, position yourself by crossing the percentage interval -
on the scale below - where you think your own position relative to the other participants in this
experiment is with respect to general knowledge. If you think, for example, that you are with your
general knowledge at the top ten percent, then cross the percentage interval 91-100. If you think,
for example, that you are with your general knowledge at the lowest ten percent, then cross the

percentage interval 0-10.

Your estimation of your position within the group of the participants of this experiment with respect

to your general knowledge:

o 0—-10
o11—-20
o021 —30
o 31 —140
041 —50
o 51 — 60
o 61 —70
o071 —80
o 81 —90
o 91 — 100

18



Questionnaire -B- continued

The following questions concern your behavior in the bargaining experiment.

1- Which factors influenced your bargaining behavior in the first bargaining stage?

Remark 9 Questions 2, 3, 4, 5, 6 and, 7 below are not relevant for the current paper. They are

provided here only to keep the debriefing questionnaire in its original form.

2- Which factors influenced your bargaining behavior in the second bargaining stage?

3- Did you take the first bargaining stage outcome into account in the second bargaining stage?

4- If your answer to the previous question was YES, then please explain how the first bargaining
stage outcome affected your behavior in the second bargaining stage. If your answer to the previous

question was NO, then you can continue with the next question.

5- Did you use the first bargaining stage outcome as a reference point for negotiations in the second

bargaining stage?

6- Which factors influenced your decision to use or not to use the first bargaining stage outcome

as a reference point for the second bargaining stage?

7- Did your level of satisfaction play a role in your decision to use or not to use the the first

bargaining stage outcome as a reference point in the second bargaining stage?

19



Questionnaire -C-

To what extent do each of the following statements accurately describe you? Please indicate the
degree to which you personally agree or disagree with each of the following statements by choosing

a number from the scale below that reflects your opinion.

1- Never tell anyone the real reason you did something unless it is useful to do so.
o strongly disagree
o disagree
o neutral
o agree

o strongly agree

2- The best way to handle people is to tell them what they want to hear.
o strongly disagree
o disagree
o neutral
o agree
o strongly agree
3- One should take action only when sure it is morally right.
o strongly disagree
o disagree
o neutral
o agree
o strongly agree
4- Most people are basically good and kind.
o strongly disagree
o disagree
o neutral
o agree
o strongly agree
5- It is safest to assume that all people have a vicious streak and it will come out when they are
given a chance.
o strongly disagree
o disagree

o neutral

20



o agree

o strongly agree

6- Honesty is the best policy in all cases.

o strongly disagree
o disagree

o neutral

o agree

o strongly agree
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7- There is no excuse for lying to someone else.

8- Generally speaking, people won’t work hard unless they’re forced to do so.

9- All in all, it is better to be humble and honest than to be important and dishonest.

10- When you ask someone to do something for you, it is best to give the real reasons for wanting

o strongly disagree
o disagree

o neutral

o agree

o strongly agree

o strongly disagree
o disagree

o neutral

o agree

o strongly agree

o strongly disagree
o disagree

o neutral

o agree

o strongly agree

it rather than giving reasons which carry more weight.

11- Most people

o strongly disagree

o disagree

o neutral

o agree

o strongly agree

who get ahead in the world lead clean, moral lives.
o strongly disagree

o disagree

o neutral

o agree

o strongly agree

12- Anyone who completely trusts anyone else is asking for trouble.

o strongly disagree

o disagree

22



o neutral
o agree

o strongly agree

13- The biggest difference between most criminals and other people is that the criminals are stupid
enough to get caught.

o strongly disagree

o disagree

o neutral

o agree

o strongly agree
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14- Most people are brave.
o strongly disagree
o disagree
o neutral
o agree
o strongly agree
15- It is wise to flatter important people.
o strongly disagree
o disagree
o neutral
o agree
o strongly agree
16- It is possible to be good in all respects.
o strongly disagree
o disagree
o neutral
o agree

o strongly agree

17- P.T. Barnum was wrong when he said that there’s a sucker born every minute.
o strongly disagree
o disagree
o neutral
o agree

o strongly agree

18- It is hard to get ahead without cutting corners here and there.
o strongly disagree
o disagree
o neutral
o agree
o strongly agree
19- People suffering from incurable diseases should have the choice of being put painlessly to death.
o strongly disagree
o disagree

o neutral

24



o agree

o strongly agree

20- Most people forget more easily the death of their parents than the loss of their property.
o strongly disagree
o disagree
o neutral
o agree

o strongly agree

25



Questionnaire -D-

Please click the option you find most appropriate! “O=not at all willing to take risks”, “10=very

willing to take risks”

How do you personally assess yourself: Generally speaking, are you a person who is ready to take
risks or are you trying to avoid risks?

0 1 2 3 4 ) 6 7 8 9 10

One can behave differently in different circumstances. In the following circumstances, how would
you assess your readiness to take risks?
Driving a car?
0 1 2 3 4 5 6 7 8 9 10

Making a financial investment?
0 1 2 3 4 5 6 7 8 9 10

In leisure time and when doing sports?

0 1 2 3 4 ) 6 7 8 9 10

Regarding your professional career?

0 1 2 3 4 ) 6 7 8 9 10

Regarding your health?
0 1 2 3 4 5 6 7 8 9 10

Regarding confidence in strangers?

0 1 2 3 4 ) 6 7 8 9 10

Please, consider what you would do if you face the following situation: Imagine that you win
100,000 Euro in a lottery. Right after receiving the prize, you receive a new offer from a reputable
lottery company, which includes the following: there is a chance to double the amount of money
you bet. In case you win, the prize will be immediately paid out. However, there is also an equally
high risk of losing half of the money you bet. You can invest the 100,000 Euro into the lottery in

whole or in part in the following ways or reject the offer entirely.

What part of the lottery winnings would you put in this new lottery, which is, on the one hand,

risky and promises gains, on the other hand ?

o The whole amount of 100.000 Euro

26



o An amount of 80.000 Euro
o An amount of 60.000 Euro
o An amount of 40.000 Euro
o An amount of 20.000 Euro
o Nothing at all
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Questionnaire -D- continued

Another question about risk-taking. Please consider what you would do if you face the following
situation: Imagine that you win 100,000 Euro in a lottery. Right after receiving the prize, you
receive an investment offer from a reputable bank, which includes the following: within two years,
there is a chance to double the amount of money you invest. However, there is also an equally high
risk of losing half of the money you invest. You can invest the 100,000 Euro in whole or in part in

the following ways or reject the offer entirely.

What part of the lottery winnings would you put in this investment opportunity, which is, on the

one hand, risky and promises gains on the other hand?

o The whole amount of 100.000 Euro
o An amount of 80.000 Euro

o An amount of 60.000 Euro

o An amount of 40.000 Euro

o An amount of 20.000 Euro

o Nothing at all
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Questionnaire -E-

At the end some statistical questions:
Age:
Gender:
Study:

How much money per month do you have at your disposal (net of accommodation costs)?:
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