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1. Introduction

The gift-exchange game was first described in Fehr, Kirchsteiger & Reidl (1993).
The remarkable result in this experiment (and many successors) is that a person chooses
to sacrifice money to help another person in exchange for the “gift” of higher wages
recaved from the other person. As there is no direct benefit from making such a
monetary sacrifice in a one-shot game, the concluson is that this behavior represents
some form of socid preference, perhaps reciprocity. Despite the predictions of standard
theory, both players typicdly redize higher income by cooperating (exchanging gifts)
than would be received with Nash equilibrium play. This behavior is, however,
conggent with the Akerlof (1982) modd of gift exchange, in which employers receive
higher productivity from employees by paying them non-minima wages.

Gift exchange in labor markets has many important economic consequences, and
many experimenta dudies of gift-exchange have been published. To the extent that the
employment reaionship resembles a form of socid exchange, a labor contract is
patidly implicit and therefore incomplete.  Erngt Fehr and his co-authors have argued
that incomplete contracts may be better from a socid standpoint. Fehr and Géachter
(2000) make the case that imposng explicit, but stochasticdly-enforced, sanctions for
shirking can actudly be counter-productive in some circumdances, as the intringc
motivation to be productive and cooperative may be eroded in the process. Such
congderations about red world labor markets are of interest only if experimenta results
from the gift exchange game are sufficiently robust.

At firg glance, gift-exchange results seem to be robugt, since numerous variations
and replications have been conducted. However, the vast mgority of these sessons have
taken place in a compact region, Switzerland and Audria Vey few gift-exchange
experiments have been conducted in the U.S* Charness (1996) observes a pattern of gift
exchange (in Berkdey) samilar to tha seen in the Fehr & d. experiments. However,
Hannan, Kage and Moser (in press) find that subject characteristics strongly affect

! Three experiments have been conducted in other parts of Europe: Russia (Fehr and Tougareva 1996),
Holland (van der Heijden, Nelissen, Potters & Verbon 2001), and Spain (Brandts and Charness 1999). The
latter two experiments used payoff functions rather different than those in the traditional gift-exchange
design.



behavior. While results with MBA sudents resemble the standard pettern, there is only
very limited gift exchange among Pittsburgh undergraduates®  Thus, there is a least a
suspicion that factors such as culture and work experience can affect laboratory behavior.

We origindly set out to test how robust gift exchange would be when output was
based on the peformance of a team of workers compared to individua worker
peformance. Our hypothess was that the enhanced dement of free-riding intrindc to
team output would have a subgtantid adverse effect on employee effort. However, we
found only low levds of gift-exchange with individua workers, levds smilar to those
reported for the Pittsburgh undergraduates. These levels of gift exchange were
aufficiently low that there was no point to exploring the effects of team production on
further reductions in gift exchange Rather, we st as our god explaning these low
levels of gift exchange compared to most other gift-exchange studies.

In andyzing the differences between our experimenta desgn (which was the
same as the one employed in Rittsburgh) and the Berkdley design we identified one
potentialy significant procedurd difference between the two. In both cases workers and
managers are given the schedule of worker effort and corresponding work related costs,
and the function for computing managers income, dong with pre-experiment exercises to
ensure that participants can caculate payoffs correctly. However, Hannan e a. dso
provide a comprehendve payoff table in the indructions relaing wages and effort levels
to worker's payoffs and manager's income. Further, as far as we know, payoff tables
have not been included in any other gift exchange experiments (exclusive of the Hannan
(2001) dudy with MBAS). The incluson of a comprehensve payoff table seems
unimportant, given that subjects have dl the information necessary to compute their own
payoffs and the payoffs of the other person in their pairs, including the fact that increases
in effort above the lowest level possble are increasingly costly to workers. However, the
incluson of a payoff table does clarify the precise detals of the exchange rdationship
between employers and employees for different wage rates and effort levels, and may
introduce subtle (and unanticipated) framing/presentation format effects that impact on
behavior.

2 Hannan (2001) reports a third gift exchange experiment in the U. S. employing MBAs, with results
entirely consistent with those reported for MBAsin Hannan et al.



The present experiment explores the role of the comprehensive payoff table on the
levd of gift-exchange reported. While we obsarve gift-exchange both with and without
the payoff table we find that behavior is surprisngly sendtive to this seemingly
innocuous procedural change which results in a subgantid and datidticaly sgnificant
reduction in both wages and worker effort. We dso find subgtantid and daidicaly
ggnificant time trends both with and without the payoff table suggeding that the gift
exchange observed in our experiment was, a least in pat, induced by drategic
condderations rather than by socid preferences per se.

Our results leave open the quesion of what exactly is responsble for the
subgtantiad and dgnificant reduction in gift exchange with U. S, undergraduates as a
result of providing a payoff table. We hold off discussng some of the more prominent
posshilities until the conclusion of the paper. Whatever the ultimate explanation for the
payoff table effect reported, our results clearly suggest that gift exchange in the lab is not
as robugst as previoudy thought, and that there is a need to replicate the gift-exchange
experiments with European undergraduates with comparable payoff tables provided.

2. Experimental Design

Six laboratory sessions were conducted & The Ohio State University during May,
2001. A totd of 114 people participated in the study; no one participated in more than
one sesson.  Average earnings, including a $5 show-up fee, were about $18 for about 90
minutes>

Paticipants met in a lage classoom, and were divided into two groups on
opposite sdes of the room. A coin was flipped a the dart of the sesson to determine
which role (managers or employees) was assigned to each group. A sesson conssted of
ten separate periods, with ten managers and ten employees in the sesson*  Each
participant received a copy of the written ingructions, which were read doud to the
group. Each manager was matched anonymoudy with a different employee in each
period, usng a “no-contamination” matching design. In each period, eech manager

3 A full description of the instructions and record sheets issued to the subjects is available at the web site
http://www.econ.ohio-state.edu/frechette/print/instructions-record.pdf .

“ Only 14 people attended one session, so that there were some anonymous re-pairingsin this session.



chose a wage for her employee® All wages chosen for the period vere then displayed
publicly on the blackboard, and then each individua employee was told his assigned
wage. Employees then chose an effort level, with an associated cost of effort increasing
monactonicaly with the level of effort chosen. The effort level chosen by an employee
was then conveyed to the appropriate manager.

The combination of wage and effort determined outcomes and monetary payoffs
for each pair of subjects in a period. Each employer was given an endowment of 100
“Income coupons’ in each period. The monetary payoff functions were given by:

Pm=(000-w)*e @

PE=w-c(e) )
where M represents the manager, E the employee, e denotes the employee's effort, w is
the wage, and c(e) is the cost of effort. Wages were limited to the range of O to 100,
inclusve, and effort was chosen from {0.1, 0.2, ..., 1.0}; the cost of effort is shown
below:

Effot {01 ]02| 03| 04| 05|06|07|08]|09]|10
Cost 0 1 2 4 6 8 |10 | 12 | 15| 18

The payoff functions were common information, and participants were required to
cdculae both manager and employee payoffs in three exercises with hypothetical wage-
effort pars. These exercises were reviewed before proceeding with the experiment,
insuring that subjects understood the payoff mechanism and that higher effort meant
higher employer earnings, but lower employee earnings. At the concluson of a sesson,
participants were paid individudly and privately.

The only difference across trestments was whether a payoff table, showing
manager and employee payoffs for dl combinaions of effort and wages (in multiples of
10). In the payoff-table treatment, the table was presented on the last sheet of the
ingructions, and was not mentioned until al warm-up exercises had been completed.

® We adopt the convention that managers are referred to as female and employees are referred to as male.



Employee’'s Quantity of Work

Wage — 2 3 2 5 6 7 ) 9 10

0 100 | 20-1 | 30-2 | 40-4 | 50-6 | 60-8 | 70,-10 | 80-12 | 90-15 | 100-18

10 9,10 189 278 36,6 454 54,2 63,0 72,-2 81-5 90,-8

20 820 | 1619 | 2418 | 3216 | 4014 | 4812 | 5610 64,8 72,5 80,2

30 730 | 1429 | 2128 | 2826 | 3524 | 4222 | 4920 56,18 63,15 70,12

40 640 | 1239 | 1838 | 2436 | 3034 | 3632 | 4230 | 4828 54,25 60,22

50 550 | 1049 | 1548 | 2046 | 2544 | 3042 | 3540 | 4038 | 4535 50,32

60 4,60 859 | 1258 | 1656 | 2054 | 2452 | 2850 32,48 36,45 40,42

70 3,70 6,69 968 | 1266 | 1564 | 1862 | 21,60 | 2458 | 2755 30,52

80 280 4,79 6,78 87 | 10,74 | 1272 | 14,70 16,68 18,65 20,62

0 190 2,89 3,88 4,86 584 6,82 7,80 8,78 9,75 10,72

100 0,100 | 099 0,98 0,9 094 0,92 0,90 0,88 0,85 0,82

The table shows (Manager earnings, Employee Earnings) for some wage and effort combinations.

3. Results

The data indicate that the presence of the payoff table reduces average wage and
reduces average effort even more. The full results are presented in Appendix A. Table 1

iIsasummay:

Tablel
Avg. Wage | Avg. Effort
Payoff table 33.45 227
No payoff table 39.76 315

The average wage is 19% higher without a payoff table, while the discretionary effort
(the amount above the minimum of 0.1) is 69% higher without a payoff table On
average, it dill pays for a manager to offer a pogtive wage as she eans 10 a the
minimum wage of zero versus 15.1 a the average redized wage and the average redized
effort level. But average maneger earnings are 26% higher without a payoff table.




For the purpose of comparison, choices without a payoff table correspond fairly
closdly with those seen in Fehr, Kirchler, Weichbold & Géchter (1998) and Charness
(1996). The average effort (wage) in these studies was .34 (37.7) and .31 (34.9),
respectively.® The effort level with the payoff table was much doser to that in Hannen et
d. (.20), dthough the average wage in that sudy was dso lower (25.2). Further, the
average number of workers who aways responded with minimum effort leve, or dmost
adways responded with minimum effort leve (minimum effort in dl periods but one), was
36.7% with the payoff table here compared to 22.2% without it, and compared to 39% of
al undergraduates (with a payoff table) in Hannan et 4.

Figure 1 shows the average effort provided in various wage brackets:

Figurel
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The mgor difference between effort provided in the two trestments occurs a relatively
high wages. This is highlighted in Figure 2, where wages are divided into two brackets
using a break-point of w = 40:

& We thank Simon Gachter for providing the figures from the FKWG study. Wages in FKWG, Charness,
Hannan et al. could range between 20 and 120 compared to between 0 and 100 here. Thus, for comparative
purposes we subtracted 20 from the average wages reported in these other studies.



Figure2
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Mog previous gift-exchange experiments find that behavior does not vary much
over time. However, we find a drong period effect in our daa for effort provison.
Effort has a hump-backed pattern over time, pesking in periods 5 and 6, with this hump-
backed pattern more pronounced in the payoff-table treatment.
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Wages dso vary over time, but not as much as effort, pesking in the later stages
of the sessons. Note the drop in wages in periods 2 and 3 in the payoff-table trestment
(and to a lesser extent, periods 3 and 4 in the no-payoff-table treatment). As we shdl see,
this reflects low effort levels in the previous period. Further, effort levels seem to pick up
after employees see that wages are being reduced, this being particularly true in the
payoff-table case.

Figure 4
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Regressons confirm that there is a dgnificat difference in the effort/iwage
relaionship across trestments. Due to the limited range of the dependent variable (cost
of effort), we employ censored regressons. To control for the pand nature of the data,
we edimate both a random-effects two-sded tobit modd and a random-effects ordered
probit model. We report the results for the two-sided tobit model.” All regressons
include dummies for period effects, using period 6 as the basdline period

 Given the discrete nature of the dependent variable, the model should be estimated as a random-effects
ordered probit (Frechette, 2001) rather than a randomeffects tobit. However, since results are almost
identical, for ease of exposition and comparability with other studies, we report the randomeffects tobit
results.

8 The tobits are not adjusted for the fact that the minimum effort level is..1.



Table 2 — Random-effects Tobit Regression for Effort (All Periods)

Independent Coeff. Sd. Err. Z P> |Z]
variable

Period 1 -0.237 0.054 -4.32 0.00
Period 2 -0.155 0.056 -2.77 0.01
Period 3 -0.046 0.056 -0.81 0.42
Period 4 -0.039 0.054 -0.72 0.47
Period 5 -0.029 0.052 -0.56 0.57
Period 7 -0.086 0.050 -1.71 0.09
Period 8 -0.085 0.052 -1.64 0.10
Period 9 -0.173 0.053 -3.26 0.00
Period 10 -0.223 0.054 -4.14 0.00
Congtant -0.289 0.082 -3.52 0.00
Table -0.055 0.098 -0.56 0.57
Table*Wage 0.011 0.001 10.02 0.00
NoTable*Wage 0.014 0.001 10.72 0.00

This Table corfirms both the hump-backed nature of effort levels over time and
the sgnificant dependence of the cost of effort on the wage assgned. Average effort is
highest in period 6 (the basdine here), and is subgantidly higher than in periods 1, 2, 9,
and 10. While the presence or absence of the payoff table does not sgnificantly affect
the intercept, it has a subsantid effect on the reationship between effort and wages.
Tedting for the joint hypothess that Table = 0 and Table*Wage = (1-Table)*Wage, we
find that we can rgect the hypothess that the payoff table has no impact a p = 0.01
[X3(2) = 891]. We a0 ran separate regressions for each trestment, confirming significant
period effectsin both cases.

We can diminae the likely group interaction effects over time by usng only firg-

period data for our regresson. In this case, the difference between treatments is stronger:

Table 3 - Tobit Regression for Effort (Period 1 only)

Ind. variable Coeff. Sd. Err. Z P> |Z]
Congant -0.472 0.254 -1.86 0.06
Table 0.110 0.315 0.35 0.73
Table*Wage 0.004 0.005 0.80 0.42
NoTable*Wage 0.014 0.005 2.66 0.01




Here there is actudly no dgnificant relationship between effort and the wage when there
is a payoff table in the indructions, while the coefficient is highly sgnificant without the
payoff table. Tedting jointly for Table = 0 and Table*Wage = (1-Table)*Wage, we find
that we can reject the hypothesis that the payoff table has no impact at p = 0.017 [X3(2) =
8.13].

Given the observed time trends, it may dso be useful to condgder last-period
behavior, as this should diminate the posshility of drategic effort provison. Is there
gonificant  gft-exchange in the last period of the game when there will be no
continuation effect for subjects to consider?

Table4 —Tobit Regression for Effort (Period 10 only)

Ind. Variable Coeff. Sd. Err. Z P> |Z]
Congant -0.474 0.266 -1.78 0.08
Table 0.207 0.305 0.68 0.50
Table*Wage 0.006 0.004 1.58 0.11
NoTable*Wage 0.014 0.005 2.68 0.01

The regresson results for the last period (Table 4) are very smilar to those for the
fird period (Table 3). There is no dgnificant gift-exchange in ether the firs or last period
when the payoff table is included in the indructions. On the other hand, effort is
sengtive to wage when there is no payoff table. Given the results in Tables 24, we can
safely conclude that the presence of a payoff table in the indructions reduces effort
levels, and may well diminate any gift exchange in atrue one-shot game.

We cdaimed ealier that managers condition their choice of wage on the effort
received in the previous period, so that low effort levels reduce future wages. Table 5
indicates that past effort isindeed amgor influence, even controlling for period effects.
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Table 5— Random-effects Tobit Regression for Wage on Lagged Effort and Wage*

Ind. Variable Coeff. Sd. Err. Z P> |Z]
Period 2 -9.61 3.66 -2.62 0.01
Period 3 -16.98 3.72 -4.56 0.00
Period 4 -11.09 3.82 -2.90 0.00
Period 5 -3.84 3.69 -1.04 0.30
Period 7 1.69 3.65 0.46 0.64
Period 8 -3.13 3.80 -0.83 0.41
Period 9 -0.68 3.66 -0.18 0.85
Period 10 -5.07 3.71 -1.37 0.17
Congant 22.95 5.57 4.12 0.00

Lagged Effort* 21.56 3.9 5.47 0.00
Lagged Wage* 0.265 0.132 2.00 0.04

*Lagged Effort is the effort observed by the manager in the previous period. Lagged Wageisthe
average of the wages chosen by the other managersin the previous period

The coefficient on the effort a manager observed in the previous period is highly
ggnificant and podtive. A difference in effort of (for example) 0.4 in the previous period
leads to a wage difference of 85. While this may seem a bit smdl, recdl that managers
know that they are facing new employees in each period, so that they are updating
perceived population parameters’ Further, a manager's wage choice is significantly and
positively corrdated with the wages other managers chose in the last period (which were
shown on the blackboard).

® Note, however, that these feedback effects are not strong enough that any individual worker in unilaterally
changing their effort level in period t could hope to improve wages sufficiently to recoup the cost in period
t+1
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Findly, Table 6 shows the ex post profits for managers for different wages in the
two trestments:
Table 6 — Ex Post Manager Income

Wage range Payoff Table No Payoff Table

0-10 11.81 (91) 10.07 (35)
11-20 13.68 (17) 8.75 (12)
21-30 13.61 (34) 15.82 (33)
31-40 18.00 (64) 17.18 (44)
41-50 15.02 (69) 17.42 (75)
51-60 10.24 (13) 21.35 (51)

>60 5.34 (12) 15.26 (20)

The number of observationsin each category is shown in parentheses.

Overdl, there is gift exchange in both treatments, in the sense that a manager can
eadly do better than the Nash equilibrium payoff of 10. In the payoff-table trestment, the
profit-maximizing wege is 40; it is 60 without the payoff table The man difference
between trestments occurs a very high wages (>50), with average expected income of
7.89 with the payoff table vs. 19.63 without it.

4. Summary and Discussion

We have sumbled onto the surprisng result tha laboratory gift-exchange
outcomes, a least for undergraduate students in the U.S, are quite sendtive to the
seemingly innocuous incduson of a payoff table clealy demarcating the rdationship
between wages, effort, and payoffs for firms and workers. Gift exchange does not
disappear completely in the presence of the payoff table, but it is sharply reduced: absent
a payoff table average wages are 19% higher, discretionary effort is 69% higher, and
effort increases in response to higher wages extends over a subgtantialy wider wage
range. Further, gift exchange is down sharply compared to dl but one previoudy
reported gift exchange experiment, with the lone exception (Hannan et d., in press) dso
using U. S. undergraduate students and a payoff table smilar to the one employed here.



The fundamentd quedtion left unanswered a this point is wha exactly is
responsble for the reduced gift exchange given the payoff table? The payoff table was
employed with the idea of providing subjects with a crysdd clear layout of the
experimenta  contingencies.  Participants could dl cdculate manager and employee
payoffs before the start of the experiment, and from the effort cogt table provided in both
trestments should have been aware that it is a dominant drategy (in a one-shot game) to
provide minima effort.

This leaves two plausible explanations for the payoff table affect reported: Firg, it
could be a framing effect, or a presentation format effect, either of which are known to
impact sgnificantly on behavior in some experiments. The particular mechanism a work
in this case could be that the exisence of the payoff table caused workers to view ther
decison regarding effort as diginct from the firm's wage decison in one of two ways
(1) By focusng atention on the payoff table firm's intentions in giving a higher wage
may have become less sdient. That is, atention to the payoff table crowded out the
firm's intentions from the subjects working memory, which cognitive sudies have been
shown to be rather limited. (2) Giving the workers a payoff table could cause them to
encode the wage column as given, o tha they viewed ther effort decison as reatively
unrelated to the firm's wage. In either case, the existence of the payoff table, by being an
intermediating factor that the employees (who lacked outsde work experience) worked
through in deciding on ther effort levd, may have subsantidly weskened any socid
norm of postive reciprocation. One serious problem with this explandion as the sole
factor accounting for the payoff table effects is that it does not account for the fact that
most of the differences in effort response are concentrated at the higher wage rates (recal
Figures1 and 2).

An dternative explanation lies in the fact that the payoff table provides a crystd
cler layout of the experimentd contingencies and in doing so might impact on the
digributiond consderations which a least patidly underlie the gift exchange observed
in these experiments. A quick look at the payoff table shows that the firm's benefit from
the workers increased effort is decreasng monotonicaly as wages increase; for example,
a wage rate 20 every unit increase in effort increases the firm's payoff by 8, while a
wage rate 60 it increese by 4, haf as much. Thus, the benefit bestowed on firms for
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increased effort is decreasing a higher wage rates, which should, other things equd,
result in reduced effort. For this explanation to hold water, we must then explan why
effort does not decrease monotonicaly over dl wage rates. A combination of reciprocity
condgderations in conjunction with the above didributional consderations would do the
trick; namely, if workers express negative reciprocity towards low wages, this could more
than offsst any digtributional congderations at these wages, resulting in the hump-backed
effort response effect found with the payoff table treatment.

Charness (1996) provides some evidence for just such effects As pat of this
experiment he compares effort responses of workers to cases where wages rates are
determined by a red employer to cases where they are determined by a random device or
by a third party. In dl cases, workers actions impact on red third party employers. What
is different between the treatments is whether the wage rate is or is not under the control
of the employer. If the wage rate is under the control of the employer, reciprocity
congderations should come into play. If the wage rate is not under the employer's
control, reciprocity consderations should have no impact, but digributiond or equity
condderations would ill be a work for employees when determining effort levels.
Charness finds that workers respond with podtive effort levels even when wages ae
determined randomly or by a third paty, dealy indicating that didributiona
condderations play some role in the greater-than-minima effort levels provided towards
employers!® In addition, workers amost invariably respond with minima effort when
employers sdect low wages, but often provide codly effort when low wages ae
determined randomly or by a third paty.  This provides rather definitive evidence that
negdtive reciprocity is a work in producing lower effort levels a low wage rates. This is
bascdly the same story as the second explanation provided here, but with the added
eement (which we condder eminently plausible) that the presence of the payoff table
clarifies the fact that the return on effort is decreasng a the higher wage rates, resulting
in the downturn in effort a the very highest wage rates™*

Of course, both of the explanations for the payoff-table effect reported here are
conjectures at this point, and would require further experimentation to confirm or fasfy

10 Effort responses are the same whether the wages are determined randomly or by athird party.
1 This explanation does not, of course, account for the hump-backed pattern of the effort response over
time.
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them. But regardless of the explanaion, the evidence presented here suggedts that U. S.
undergraduates are sendtive to the seemingly innocuous impact of providing or not
providing a payoff table to help darify the experimenta contingencies.

In addition to the payoff table effect reported, we dso report sgnificant changes
in behavior over time in the extent of gift exchange in both treatments, with a clear
trailing off of reciprocal responses of workers as the end period draws near. This change
in behavior cdls into question the driving force behind what gift exchange there is in our
experiment. One of the myderies of the experimentd literature is why cooperation
unravels over time in the voluntary contribution games, but not in the gift-exchange
games. In our experiment, both the payoff-teble effect and the time trend in effort are
inconggent with utility models in which socid preferences (to the extent they exist) are
immutable?  Effort levels are extremely low in the first couple of periods in the payoff-
table trestment, and wages are rapidly (in periods 2-4) adjusted downward as a result.
After the wages are reduced (publicly), we see effort levels respond postively (in periods
3-6). This behavior is condgtent with the redization tha a podtive wage is not
necessarily afree lunch, and will disappear without some cooperation.

The patterns over time are consstent with some form of drategic behavior. Even
if a paticipant fully bdieves that he or she will never be paired with the same person
twice, it may be worthwhile to increase on€'s effort levd. An increase in effort is likely
to lead to the recipient manager increasing the wage in the next period, which may aso
lead to other managers increasing their wages in later periods in response to the increase
in the firg manager's chosen wage. The increased effort of the recipient employee may
then lead to further increases in wages, etc. |If the subjects believe, or observe, the fact
that past effort and wage affect future wages as shown in our regresson, then they may
think they can increase their expected benefits by providing more effort.

We ae not the fird to suggest a drategic explanation for financid sacrifice in
multi-period experiments. Ledyard (1995, p. 148) provides an overview of this issue in
public goods experiments. We are dso not the first to observe subgtantid time trends in a

multi-period sequential prisoner’s dilemma game.  In a trust game, Brandts and Charness

12 Charness and Cabrales (1999) and Charness, Corominas-Bosch & Frechette (2001) find evidence that
people may in fact update their apparent social preferences with information about the behavior of others.
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(1999) endow each participant with 10 units, and alow “managers’ to send up to 10 units
to “employees’; whatever is sent is quintupled. The employee can then send up to 10
units back to the manager, where each unit sent is quintupled. There is a dramatic decline
in reciprocal responses of employees in the last two periods (of 10); there is dso a
ubgtantid decline in units sent by managers, but the reciproca responses of employees
decreases Sgnificantly even controlling for this factor.

Our results are a reminder that experimentd outcomes can be sendtive to
seemingly innocuous changes in the way decison tasks are presented in the laboratory.
The mere induson of a comprehensve payoff table was enough to subgtantialy diminish
the degree of gift exchange occurring in our sessons. One wonders what other hidden
factors may be present. For example, MBA students in the Hannan et d. (in press) study
were given payoff tables, but their results were smilar to those in Charness (1996) and
the numerous dudies by Erngt Fehr and his colleegues. This suggests that experience
with gift exchange in the work place is sufficient to overwhem the payoff teble effect
reported here®® The question remains whether or not there are other culturd dements
that influence reciproca behavior in experimenta labor markets, and whether we can
better understand the basis for the behavior reported here.

13 Of course, it would require a control treatment (no payoff table) to confirm the absence of a payoff-table
effect with the MBAs. But (i) There was extensive gift exchange with the MBAs with the payoff table in
place, at levels comparable to, or higher than those reported by Fehr and his colleagues, so that one might
presume a ceiling effect on the extent to which gift exchange might increase absent a payoff table and (ii)
There is evidence from within the MBA subject population that those with more managerial work
experience provided higher effort levels than those with less (Hannan, 2001).
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Appendix A — Complete Data Set
Payoff Table Results

Cost of Effort
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No Payoff Table Results

Wage 0 1
0 25
1 2
5 3
10 4 1
15 2
20 9 1
24 1
25 3
30 10 1
32 1
35 3 1
38
40 15 3
42 1
44
45 9
46
48
49 1
50 19 4
54
55 3 1
56 1
58
60 7
61 1
64 1
65
63 1
70 1 1
75
80
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