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B Interfaces

In this Appendix, we exhibit examples of the interfaces subjects saw during the game,
showing the evolution of the screen over intervals of 30 seconds. In the top half (third)
of his screen, a subject could see his own past actions and payoffs, while the bottom half
(two thirds) of the screen showed his fellow group member’s (or members’) actions and
payoffs. A blue (red) part of the payoft curve indicated that the player used the safe (risky)
arm over the corresponding period. The x-axis represented calendar time, while the y-axis
gave the player’s cumulated total earnings up to each point in time. There was no prior
indication of the point in time the game would end.
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n = 2 Strategic Set-up: Example for Game 1
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n = 2 Control Set-up: Example for Game 1
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n = 3 Strategic Set-up: Example for Game 2

Please select the action you wish to begin with:
I
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n = 3 Control Set-up: Example for Game 2

Please select the action you wish to begin with:




T game i over

In this game you have earmed ES 1260.00.
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C Instructions

The order of the instructions is as follows:

1. n = 2: Strategic Treatment
2. n = 2: Control Treatment
3. n = 3: Strategic Treatment

4. n = 3: Control Treatment
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Experiment Instructions

Ground Rules

Welcome to the experiment. Please read the instructions carefully. The earnings you make in this
experiment will be paid to you, in cash, at the end of the session.

Your earnings will be determined by your choices and the choices of other participants.

Communication between participants is not allowed. Please use only the computer to input your
decisions. Please do not start or end any programs, and do not change any settings.

How Groups are Organized

This experiment consists of six games in total. In the beginning of the first game, participants are
randomly matched to pairs and the pairs stay the same in all six games. Therefore, in each game
you will interact with the same participant.

How the Timing Works

Games will last on average 120 seconds but may end at any time. The probability that the game
ends is the same at each instant. Equivalently, the probability that the game ends during a given
period of time depends only on the length of that period of time, and not on how long the game
has already been going on. (Such processes are known as exponential processes in statistics.)

How the Game Works

In every game, you have to decide whether you want to play the “safe” or the “risky” option.
You can switch between the two options at any time and as often as you like by clicking on the
safe (Blue) or risky (Red) button on the screen.

Whenever you choose the safe option, your payoff will increase for sure at the rate E$ 10. That
means the safe option will give you a reward of E$ 10 every second during which you use it.

When you choose the risky option, however, what you will be getting depends on the quality of
that risky option. The quality of the risky option is determined by the computer once and for all
at the start of each game; it never changes during the course of the game. We have programmed
the computer so that the risky option will be good or bad with equal probability in each of the
six games. The quality of the risky option in later games is independent of its quality in previous
games. That is, in each of your six games, with probability "2 your risky option will be good;
with probability %2 it will be bad. The same is true for your partner. Note that your risky option
and that of your partner’s might or might not be of the same quality.



If your risky option is good, it may give you a reward of E$ 2500, but it will only ever do so if
you use it. A good risky option yields such a reward after using it on average for 100 seconds.
The probability that you get this reward from a good risky option during a given period of time
during which you use it depends only on the length of that period of time; it does not depend on
anything else, e.g. on how long the game has already been going on. Note that a good risky
option may give you more than one reward of £8 2500 per game.

If your risky option is bad, it will never give you any reward.

You can switch back and forth between the risky option and the safe option at will and as many
times as you like. All that matters for your chance of getting the reward is (1) the quality of the
risky arm as determined by the computer before the game starts and (2) the overall amount of
time you choose to spend on it.

The following graphic illustrates what you are going to see on your screen during the game. The
graphs will be updated every second.

b Your Payoff Graph

SAFE RISKY

Frafit

o Your Partner’s Payoff Graph ’—

e The upper diagram always shows your actions and payoffs.

¢ In this example, you have started playing the risky option (highlighted in Red), then you
have switched to the safe option (highlighted in Blue), then you have switched back again
to the risky option, etc.

e The lower diagram always shows your partner’s actions and payoffs.

¢ In this example, your partner has started playing the risky option and continues to do so.
Note that, in this example, your partner’s risky option was good and gave him once a
reward of E$ 2500.



The parameters are chosen in such a way that, if you knew the risky option to be good, you would
be best off by always choosing it. Yet, if you knew the risky option to be bad, you would be best
off by always choosing the safe option. In short:

Good risky option > Safe option > Bad risky option

Your partner is solving the exact same problem as you and has read the exact same instructions.

Payment

In the experiment you will be making decisions that will earn you E$ (Experimental Dollars). At
the end of the experiment, the E$ you earned will be converted into Australian Dollars at an
exchange rate of E$ 100 = AUS$ 1, and paid out in cash. This amount will be added to your show-
up fee of AUS 5.

After completing the experiment, the computer will randomly select one out of the six games
(this will be the same game for all participants), and this game will then be used to determine
your payoffs.



Experiment Instructions

Ground Rules

Welcome to the experiment. Please read the instructions carefully. The earnings you make in this
experiment will be paid to you, in cash, at the end of the session.

Your earnings will be determined by your choices and the choices of other participants.

Communication between participants is not allowed. Please use only the computer to input your
decisions. Please do not start or end any programs, and do not change any settings.

How Groups are Organized

This experiment consists of six games in total. In the beginning of the first game, participants are
randomly matched to pairs and the pairs stay the same in all six games. Therefore, in each game
you will interact with the same participant.

How the Timing Works

Games will last on average 120 seconds but may end at any time. The probability that the game
ends is the same at each instant. Equivalently, the probability that the game ends during a given
period of time depends only on the length of that period of time, and not on how long the game
has already been going on. (Such processes are known as exponential processes in statistics.)

How the Game Works

In every game, you have to decide whether you want to play the “safe” or the “risky” option.
You can switch between the two options at any time and as often as you like by clicking on the
safe (Blue) or risky (Red) button on the screen.

Whenever you choose the safe option, your payoff will increase for sure at the rate E$ 10. That
means the safe option will give you a reward of E$ 10 every second during which you use it.

When you choose the risky option, however, what you will be getting depends on the quality of
that risky option. The quality of the risky option is determined by the computer once and for all
at the start of each game; it never changes during the course of the game. We have programmed
the computer so that the risky option will be good or bad with equal probability in each of the
six games. The quality of the risky option in later games is independent of its quality in previous
games. That is, in each of your six games, with probability /2 your (and your partner’s!) risky
option will be good; with probability 2 they will be bad. Note that your risky option and that of
your partner’s will always be of the same quality.



If your risky option is good, it may give you a reward of E$ 2500, but it will only ever do so if
you use it. A good risky option yields such a reward after using it on average for 100 seconds.
The probability that you get this reward from a good risky option during a given period of time
during which you use it depends only on the length of that period of time; it does not depend on
anything else, e.g. on how long the game has already been going on. Note that a good risky
option may give you more than one reward of £8 2500 per game.

If your risky option is bad, it will never give you any reward.

You can switch back and forth between the risky option and the safe option at will and as many
times as you like. All that matters for your chance of getting the reward is (1) the quality of the
risky arm as determined by the computer before the game starts and (2) the overall amount of
time you choose to spend on it.

The following graphic illustrates what you are going to see on your screen during the game. The
graphs will be updated every second.

Your Payoff Graph
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Your Partner’s Payoff Graph ’—

The upper diagram always shows your actions and payoffs.

e In this example, you have started playing the risky option (highlighted in Red), then you
have switched to the safe option (highlighted in Blue), then you have switched back again
to the risky option, etc.

e The lower diagram always shows your partner’s actions and payoffs.

In this example, your partner has started playing the risky option and continues to do so.

e Note that, in this example, your partner’s risky option was good and gave him once a

reward of E$ 2500. This means that your risky option was good too.



The parameters are chosen in such a way that, if you knew the risky option to be good, you would
be best off by always choosing it. Yet, if you knew the risky option to be bad, you would be best
off by always choosing the safe option. In short:

Good risky option > Safe option > Bad risky option

Your partner is solving the exact same problem as you and has read the exact same instructions.
Note that by observing the behaviour of his risky option (provided he uses it) you can learn
something about your risky option as well.

Payment

In the experiment you will be making decisions that will earn you E$ (Experimental Dollars). At
the end of the experiment, the E$ you earned will be converted into Australian Dollars at an
exchange rate of E$ 100 = AUS$ 1, and paid out in cash. This amount will be added to your show-
up fee of AUS 5.

After completing the experiment, the computer will randomly select one out of the six games
(this will be the same game for all participants), and this game will then be used to determine
your payoffs.



Experiment Instructions

Ground Rules

Welcome to the experiment. Please read the instructions carefully. The earnings you make in this
experiment will be paid to you, in cash, at the end of the session.

Your earnings will be determined by your choices and the choices of other participants.

Communication between participants is not allowed. Please use only the computer to input your
decisions. Please do not start or end any programs, and do not change any settings.

How Groups are Organized

This experiment consists of six games in total. In the beginning of the first game, participants are
randomly matched to groups of three players and the groups stay the same in all six games.
Therefore, in each game you will interact with the same participants.

How the Timing Works

Games will last on average 120 seconds but may end at any time. The probability that the game
ends is the same at each instant. Equivalently, the probability that the game ends during a given
period of time depends only on the length of that period of time, and not on how long the game
has already been going on. (Such processes are known as exponential processes in statistics.)

How the Game Works

In every game, you have to decide whether you want to play the “safe” or the “risky” option.
You can switch between the two options at any time and as often as you like by clicking on the
safe (Blue) or risky (Red) button on the screen.

Whenever you choose the safe option, your payoff will increase for sure at the rate E$ 10. That
means the safe option will give you a reward of E$ 10 every second during which you use it.

When you choose the risky option, however, what you will be getting depends on the quality of
that risky option. The quality of the risky option is determined by the computer once and for all
at the start of each game; it never changes during the course of the game. We have programmed
the computer so that the risky option will be good or bad with equal probability in each of the
six games. The quality of the risky option in later games is independent of its quality in previous
games. That is, in each of your six games, with probability "2 your risky option will be good;
with probability Y% it will be bad. The same is true for your partners. Note that your risky option
and that of your partners’ might or might not be of the same quality.



If your risky option is good, it may give you a reward of E$ 2500, but it will only ever do so if
you use it. A good risky option yields such a reward after using it on average for 100 seconds.
The probability that you get this reward from a good risky option during a given period of time
during which you use it depends only on the length of that period of time. It does not depend on
anything else, e.g. on how long the game has already been going on. Note that a good risky
option may give you more than one reward of £8 2500 per game.

If your risky option is bad, it will never give you any reward.

You can switch back and forth between the risky option and the safe option at will and as many
times as you like. All that matters for your chance of getting the reward is (1) the quality of the
risky arm as determined by the computer before the game starts and (2) the overall amount of
time you choose to spend on it.

The following graphic illustrates what you are going to see on your screen during the game. The
graphs will be updated every second.

Your Payoff Graph
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Your Partner’s Payoff Graph

Your Partner’s Payoff Graph

e The upper diagram always shows your actions and payoffs.

e In this example, you have started playing the risky option (highlighted in Red), then you
have switched to the safe option (highlighted in Blue), then you have switched back again
to the risky option, etc.

e The lower diagram always shows your partner’s actions and payoffs.

In this example, one of your partners has started playing the risky option and continues to
do so. The other partner has started and continues playing the safe option.

¢ Note that, in this example, at least one of your partner’s risky option was good and gave
him once a reward of E$ 2500.



The parameters are chosen in such a way that, if you knew the risky option to be good, you would
be best off by always choosing it. Yet, if you knew the risky option to be bad, you would be best
off by always choosing the safe option. In short:

Good risky option > Safe option > Bad risky option

Your partners are solving the exact same problem as you and have read the exact same
instructions.

Payment

In the experiment you will be making decisions that will earn you E$ (Experimental Dollars). At
the end of the experiment, the E$ you earned will be converted into Australian Dollars at an
exchange rate of E$ 100 = AUS$ 1, and paid out in cash. This amount will be added to your show-
up fee of AUS 5.

After completing the experiment, the computer will randomly select one out of the six games
(this will be the same game for all participants), and this game will then be used to determine
your payoffs.



Experiment Instructions

Ground Rules

Welcome to the experiment. Please read the instructions carefully. The earnings you make in this
experiment will be paid to you, in cash, at the end of the session.

Your earnings will be determined by your choices and the choices of other participants.

Communication between participants is not allowed. Please use only the computer to input your
decisions. Please do not start or end any programs, and do not change any settings.

How Groups are Organized

This experiment consists of six games in total. In the beginning of the first game, participants are
randomly matched to groups of three players and the groups stay the same in all six games.
Therefore, in each game you will interact with the same participants.

How the Timing Works

Games will last on average 120 seconds but may end at any time. The probability that the game
ends is the same at each instant. Equivalently, the probability that the game ends during a given
period of time depends only on the length of that period of time, and not on how long the game
has already been going on. (Such processes are known as exponential processes in statistics.)

How the Game Works

In every game, you have to decide whether you want to play the “safe” or the “risky” option.
You can switch between the two options at any time and as often as you like by clicking on the
safe (Blue) or risky (Red) button on the screen.

Whenever you choose the safe option, your payoff will increase for sure at the rate E$ 10. That
means the safe option will give you a reward of E$ 10 every second during which you use it.

When you choose the risky option, however, what you will be getting depends on the quality of
that risky option. The quality of the risky option is determined by the computer once and for all
at the start of each game; it never changes during the course of the game. We have programmed
the computer so that the risky option will be good or bad with equal probability in each of the
six games. The quality of the risky option in later games is independent of its quality in previous
games. That is, in each of your six games, with probability 2 your (and your partners’!) risky
option will be good; with probability ¥ they will be bad. Note that your and your partners’ risky
option will always be of the same quality.



If your risky option is good, it may give you a reward of E$ 2500, but it will only ever do so if
you use it. A good risky option yields such a reward after using it on average for 100 seconds.
The probability that you get this reward from a good risky option during a given period of time
during which you use it depends only on the length of that period of time. It does not depend on
anything else, e.g. on how long the game has already been going on. Note that a good risky
option may give you more than one reward of £8 2500 per game.

If your risky option is bad, it will never give you any reward.

You can switch back and forth between the risky option and the safe option at will and as many
times as you like. All that matters for your chance of getting the reward is (1) the quality of the
risky arm as determined by the computer before the game starts and (2) the overall amount of
time you choose to spend on it.

The following graphic illustrates what you are going to see on your screen during the game. The
graphs will be updated every second.

Your Payoff Graph
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Your Partner’s Payoff Graph

e The upper diagram always shows your actions and payoffs.

e In this example, you have started playing the risky option (highlighted in Red), then you
have switched to the safe option (highlighted in Blue), then you have switched back again
to the risky option, etc.

e The lower diagram always shows your partners’ actions and payoffs.

In this example, one of your partners has started playing the risky option and continues to
do so. The other partner has started and continues playing the safe option.

e Note that, in this example, your partner’s risky option was good and gave him once a
reward of E$ 2500. This means that your risky option was good too.



The parameters are chosen in such a way that, if you knew the risky option to be good, you would
be best off by always choosing it. Yet, if you knew the risky option to be bad, you would be best
off by always choosing the safe option. In short:

Good risky option > Safe option > Bad risky option

Your partners are solving the exact same problem as you and have read the exact same
instructions. Note that by observing the behaviour of their risky option (provided they use it) you
can learn something about your risky option as well.

Payment

In the experiment you will be making decisions that will earn you E$ (Experimental Dollars). At
the end of the experiment, the E$ you earned will be converted into Australian Dollars at an
exchange rate of E$ 100 = AUS$ 1, and paid out in cash. This amount will be added to your show-
up fee of AUS 5.

After completing the experiment, the computer will randomly select one out of the six games
(this will be the same game for all participants), and this game will then be used to determine
your payoffs.
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