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INSTRUCTIONS 

(Translated from Italian)

Welcome

You are taking part into an experiment on individual decision-making. Instructions are simple. According to your decisions you can earn a considerable amount of money. The money you will earn will be paid to you, in cash, at the end of the experiment. In addition to the amount you will gain during the experiment, you will receive a € 3,00 show-up fee. 

The funds for this study have been provided by the University of Catania and by the Ministry of Research. 
If any of the instructions are unclear, or if you have any questions, please attract the attention of the experimenter by raising your hand. Please do not communicate with any other participant from now on otherwise you will be asked to leave the laboratory.

The Experiment

This experiment consists of 10 decision rounds. 

During the experiment you will be paired with a virtual player. This role will be played by the computer in front of you throughout the experiment. You will be paired with the same virtual  player in each decision round. The amount of money you can earn will depend on the decision that you and the virtual player you are paired with make. 

Please keep in mind that the decisions of the virtual player do not depend on past decisions taken by either you or the virtual player. At the beginning of the experiment, each virtual player has already decided its choices for each round regardless of your decisions during the experiment.

In each round, you and the virtual player will be given an initial endowment of 400 tokens each. Each player will be choosing how to allocate her tokens between two options: Project A and Project B. You can invest the whole endowment in either Project A, Project B or split the endowment between the two projects. 

Your profit will be measured in tokens and, at the end of the experiment, changed into Euros at the following exchange rate: 1000 tokens = €1.5.

The two options will now be explained in turn.

Project A

The amount of money you can earn from investing tokens in Project A will depend only on your decisions regardless of what is invested by the virtual  player. In details, each token you allocate to the Project A will earn you 1 token. For instance suppose you put 3 tokens in the Project A. Thus, your earnings would be 3 tokens from the Project A.

Project B

Your earnings from Project B depend on the total number of tokens that you and the virtual player allocate to Project B. 

The decisions of the virtual player do not depend on past decisions taken by either you or the virtual player. At the beginning of the experiment, each virtual player has already decided its choices for each round regardless of your decisions during the experiment.

In each decision round, the virtual player chooses between a high contribution level and a low contribution level. Before making your choice, you will see on the screen the two alternative investment levels of the virtual player. However, the virtual player will choose one investment level only. The choice between the two investment levels will be made by the computer at random. 

In each decision round, the software will vary the two alternative investment levels and the probability of choosing one of the two investment levels. In other words, this means that you will not know whether the two investment levels have the same probability of being chosen or not.

You will know the virtual player’s choice after you decided the amount to investment into Project B.  

Table 1 describes earnings from investing into Project B accruing to each group and to each player. In details, let us consider how earnings from Project B vary for each additional token allocated to Project B. 

The first token (column 1) invested into project B earns the group 2.309375 tokens (column 2). Your individual earnings correspond to half of the group’s earnings, in this case it is of 1.1546875 tokens (column 4). The 99th token allocated to Project B generates an additional earnings of 2.003 tokens to the group and of 1.0015 tokens to you respectively. The 420th token allocated to Project B generated an additional earnings of 1 token to the group and of 0.5 token to you. The 740th token allocated to Project B does not generate any additional earnings to the group or you, whereas any further token allocated to Project B generates losses. 

Table 1 shows that any additional token allocated to Project B increases earnings by a lower amount than the previous token. 

The cost of investing 1 token into Project B is equal to the earnings obtainable by investing the same token into Project A, which is equal to 1 (column 3).

For instance, the 100th token invested into Project B earns each player 1 token. Thus, the individual earning from contributing the additional 100th token to Project B is equal to the earning that each player could gain investing the same token into Project A. If the tokens contributed to Project B exceed 100, each additional token allocated to Project B increases each player’s earnings by an amount that is lower than the cost suffered by investing the token into Project B. 
However, group’s earnings are higher than the cost of investing additional tokens up to the 420th token contributed to Project B. For instance, the 200th token earns the group an additional marginal benefit of 1.6875 compared with a cost 1 token, whereas the individual marginal benefit is only equal to 0.84375. The 420th token earns the group an earnings of 1 token that corresponds exactly to the additional cost suffered when contributing this token. Each additional token (exceeding the 420th) contributed to Project B generates a group earnings that is lower than the cost of investing it. The 740th token allocated to Project B earns the group zero token, whereas each additional token allocated to Project B.

Table 1: earnings for each token contributed to Project B
	 Tokens contributed 
to Project B by the group
(column 1)
	Additional earnings
 for the group
(column 2)
	Additional Cost
(column 3)
	Additional earnings
 for each player
 (column 4)

	
	
	
	

	1
	2.309375
	1
	1.1546875

	2
	2.30625
	1
	1.153125

	3
	2.303125
	1
	1.1515625

	…
	…
	…
	…

	99
	2.003125
	1
	1.0015625

	100
	2
	1
	1

	101
	1.996875
	1
	0.9984375

	…
	…
	…
	…

	199
	1.690625
	1
	0.8453125

	200
	1.6875
	1
	0.84375

	201
	1.684375
	1
	0.8421875

	…
	…
	…
	…

	299
	1.378125
	1
	0.6890625

	300
	1.375
	1
	0.6875

	301
	1.371875
	1
	0.6859375

	…
	…
	…
	…

	399
	1.065625
	1
	0.5328125

	400
	1.0625
	1
	0.53125

	401
	1.059375
	1
	0.5296875

	…
	…
	…
	…

	419
	1.003125
	1
	0.5015625

	420
	1
	1
	0.5

	421
	0.996875
	1
	0.4984375

	422
	0.99375
	1
	0.496875

	…
	…
	…
	…

	499
	0.753125
	1
	0.3765625

	500
	0.75
	1
	0.375

	501
	0.746875
	1
	0.3734375

	…
	…
	…
	…

	599
	0.440625
	1
	0.2203125

	600
	0.4375
	1
	0.21875

	601
	0.434375
	1
	0.2171875

	…
	…
	…
	…

	699
	0.128125
	1
	0.0640625

	700
	0.125
	1
	0.0625

	701
	0.121875
	1
	0.0609375

	740
	0
	             1
	                    0

	741
	-0.003125
	1
	0.0015625

	…
	…
	…
	…

	799
	-0.184375
	1
	-0.0921875

	800
	-0.1875
	1
	-0.09375


Please note that your individual earnings are equal to half of group’s earnings regardless of your own investment into Project B. For example, suppose you and the virtual  player invested 50 tokens each into Project B (the group investment is 100 tokens), thus, your earnings will be the same as you invested 100 tokens and the virtual player 0 token or vice-versa. 

In the followings you will find some example of earnings from investing into Project B in order to further clarify how the experiment works. 

The experiment will be entirely computerized. At the end of each period, you will see on your screen the investment levels chosen by the virtual player, your current earnings, the current group earnings, and the total earnings you gained up to the last period you completed. You will not be able to know the individual decisions or earnings of any of the other participants.

If you have any more questions, please ask them before the experiment begins.

GOOD LUCK!

