Appendix 1: Experimental Instructions (English Translation)
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Experimental Payoff

Welcome to attend this experiment! You can earn NT dollars which is exchanged by
Experimental Standard Currency with different rate in addition to NT$100 show-up fee
after completing of this experiment. The amount you can earn depends on your decisions,
others' decisions and is affected by random variables. Everyone who is paid individually
might get different payoffs. In addition, you do not owe to tell others how much money
you make.

Instructions for Session 1

This experiment is a multi-subject simultaneous game. The first session consists of 2
practice rounds and 50 paid rounds. During this session, every subject will be assigned
to group A or B randomly in each round. That is to say that the group you belong may

not be the same. There are 3 subjects in group A and 6 subjects in group B.

At the beginning of each round, the computer will generate a “Y-bonus” for each
subject. Everyone’s Y-bonus is independent. This Y-bonus is a random integer
between 0 and 55 and the probability of generating each number is equal. Then you
have to choose X or Y. The computer will calculate your points after everyone has

made his decision. Each round, your point will be determined by the sum of two parts.

1. The first part is determined by the number of members choosing X in both
groups. If your group has more members choosing X than the other group, you
will earn 105 points. If your group has fewer members choosing X then the
other group, you will earn 5 points. If both groups have the same number of
members choosing X, then you will earn 55 points.

2. The second part depends on your choice. If you choose Y, you will get a Y-
bonus. If you choose X, you will not earn the Y-bonus.

You choose “Y?” You choose “X”
Your group has more members "Y-bonus | +105 105
choosing X
Your group has fewer members " Y-bonus | +5 5
choosing X
Both groups have the same F b | J=155 55
number of members choosing X
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To familiarize you with the calculation of payments, here is an example:

Suppose that you belong to group A and your Y-bonus is 47. You choose Y. The
other two members in your group choose X and there are 3 members in group B

choosing X.

The first part: Group A has 2 members choosing X and group B has 3 members

choosing X. Because you are in group A, you earn 5 points in this part.

The second part: Because you choose Y in this round, you will earn the Y-

bonus of 47 points. Your total payment in this round is 5+47=52 points.

If you choose X instead of Y, the number of members choosing X in group A will
become 3, so you will earn 55 points in the first part (because now the number of
members choosing X in each group is equal). However, you will not earn the Y-bonus

in the second part. Your total points in this round will be 554+0=55 points.

When you make the choice, the screen will show you your group and your Y-bonus.
You have to click on X or Y button to make a choice. Please note that you cannot
change your decision after clicking the button. After you and the other participants
have all made your choices of X or Y, the computer will start to calculate the points
you earned in this round. The bottom of the screen contains a history panel. During

the session, this panel will be updated to reflect the history of your past rounds.

At the end of each round, the screen will display the result in current round, including
your Y-bonus, your choice of X or Y, the number of members choosing X in each
group, the group you belong to and the points you earned. You have 10 second to read

all the information. Afterwards, please click on the “OK” button.

Quiz
Now, a quiz has popped up on your screen. Please read each question and answer it
carefully. After successfully completing the entire quiz, you will enter the practice

rounds. If you have difficulty with quiz or have other questions please raise your hand.
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Practice Rounds
There are 2 practice rounds in this session. The purpose is to allow you to get
familiar with the experiment and your computer. Please note that you will not be paid
in this session. After the practice rounds, the experimenter will announce “the paid

'7’

rounds begins!” and the experiment starts. If you have any questions please raise your

hand.

Paid Rounds

Now the paid rounds begin. There are 50 paid rounds in this session. You dollar
earnings are determined by multiplying your earnings in points by a conversion rate.
In this experiment, the conversion rate is 0.05 meaning that 20 points is worth 1

dollar. Please make your decision carefully.
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Instructions for Session 2

The second session consists of 2 practice rounds and 50 paid rounds. During this
session, each round, every subject will be assigned to group A or B randomly. That is
to say that the group you belong may not be the same. There are 3 subjects in

group A and 6 subjects in group B.

The rule of payment in this session is the same as in the previous session but the
method of choosing X or Y is different. In this session, you do not know the Y-bonus
at the beginning. Instead, you have to enter a “Baseline Value”, which is an integer
between 0 and 55. After everyone has entered his Baseline Value, the computer will
show you your Y-bonus and make a choice for you based on your Baseline
Value and your Y-bonus. If your Y-bonus is smaller or equal to your Baseline
Value, the computer will choose X for you. If your Y-bonus is bigger than your

Baseline Value, the computer will choose Y for you.
Determining the Baseline Value:

The screen will show you the group you belong to and you have to enter your
Baseline Value. After making your decision, please click on the “OK” button. Please
note that you cannot change your Baseline Value after clicking the button. The
bottom of the screen contains a history panel. During this session, this panel will be

updated to reflect the history of your past rounds.

At the end of each round, the screen will display the result in this round, including
your Baseline Value, your Y-Bonus, your choice of X or Y, the number of members
choosing X in each group, the group you belong to, and the points you earned. You
have 10 second to read all the information. Afterwards, please click on the “OK?”
button.

Quiz
Now, a quiz has popped up on your screen. Please read each question and answer it
carefully. After successfully completing the entire quiz, you will enter the practice rounds.

If you have difficulty with quiz or have other questions please raise your hand.
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