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ABSTRACT

This paper explores new motivations behind giving. Specifically, it
focuses on personal involvement and responsibility to explain why
decision makers give positive amounts in dictatorial decisions. The
experiment is designed to uncover these motivations. Subjects face
the problem of a dictator’s allocation of an indivisible amount to
one of two players; indivisibility creates an extremely unequal out-
come and the dictator is given a chance to correct this outcome at a
cost. The willingness to pay to correct the outcome is examined
under different scenarios so that we learn about several features
concerning preferences.
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1. Motivation

Recent experimental literature has interpreted giving in dictator games
(DG hereafter) in terms of fairness-based preferences (see Camerer
2003; chap. 2). Nevertheless, experimental studies such as Hoffman
et al. (1994; 1996), Dana et al. (2006; 2007), Lazear et al. (2005) have
questioned this interpretation. According to these studies, giving in DG
could be influenced by self-centered reasons, for instance: by social
reputation, by the level of ‘transparency’ of the mapping between dicta-
tors’ decisions and outcomes, or as a result of feeling ‘guilt’ or ‘shame’
for not giving.
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This paper tries to provide a better understanding of self-regarding
motives behind giving in DG. Our hypothesis is that selfish allocations
in DG may have a moral cost attached for decision makers. Under fair-
ness concerns, this moral cost is to be understood as emerging from
agents feeling uncomfortable with (too) unequal results. However, the
moral cost attached to a dictator’s selfish decision may be related not
only to the nature of the result, but also to the very action of making
the decision. In other words, pangs of conscience do not only arise
from the fact that dictators’ selfish decisions bring about an unequal
distribution of payoffs; they may be largely the result of dictators being
responsible for and beneficiaries of unfair decisions.

There might be a restriction of self-interest in dictatorial allocations
that is context-driven rather than arising from a desire for a fair out-
come." In this regard, our main hypothesis is the following:

For a given unfair payoff distribution, giving decreases when the
moral cost attached to decisions is reduced.

To analyze this hypothesis, we have designed an experiment in
which a decision maker faces the problem of allocating an indivisible
pie P to one of two players. Indivisibility creates an extremely unequal
outcome. Then, taking this unequal outcome as a starting point, the
agent is given the chance to correct the distribution at a cost. The will-
ingness to incur this cost is examined under a series of scenarios differ-
ing in the moral costs attached to decision-making.

The benchmark allocation problem is an all-or-nothing dictator
game (DG*" hereafter). In a standard DG, the task of subject i is to allo-
cate a ‘pie,” P, between a recipient j and him or herself; that is, he or
she has to decide his or her payoff, m;, and thus the recipient’s
7j =P — m;. We modify this standard version of the DG by making P
indivisible (see a similar approach in Bolton 1998 and Branas-Garza
2006%). Thus, as Figure 1 shows, the subjects’ Decision 1 in the DG*"
is reduced to just two possible allocations: (1r;, ;) = (P, 0) if i chooses
strategy s', and (7;, ;) = (0, P) if he or she opts for s%.

Subjects are therefore confronted with the dilemma of either keep-
ing the whole pie for themselves or adopting a purely altruistic beha-
vior in which the recipient receives the entire pie. This design enlarges
the moral dimension of the decision problem.

Following the standard selfish behavior assumption, let us suppose
that subjects choose strategy s', giving rise to an unequal payoff distri-
bution in which they keep the whole pie for themselves. Dictators are
then given the opportunity to amend the distribution resulting from
their decision. In particular, using part of the pie they got in Decision 1
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(P,0) (Y]

Figure 1. The all-or-nothing dictator game DG*": decision 1

of this DG*", they are given the chance to pay something in order to
give a new, whole pie to their recipient. That is, instead of having sub-
jects face a direct trade-off between their own payoffs and those of the
partner, as it is usually done in the literature on dictators’ choices, we
obtain the willingness to pay of individual i (wtp;, where i =1,....n,
and n is the number of dictators) through a mechanism that allows us to
elicit the true wip. Through this mechanism we measure the differences
in wtp when the benefit to the recipient is constant and independent of
dictator’s sacrifice.

If the average willingness to pay is positive, WTP = %Zl witp; >0,
this would mean that agents, on average, are ready to sacrifice part of
their own payoff to improve recipients’ welfare. Note in this regard that
if subject i reveals a positive willingness to pay (wtp; >0), then,
7; < m;. The reason is that i would be sacrificing part of P to give a
new, whole pie to j; that is, the payoff distribution would become
(mi, ;) = (P — wip;, P) instead of (m;,7;) = (P,0). In other words,
agents would have accepted a disadvantageous type of inequity to miti-
gate the extreme advantageous inequity that resulted from choosing s'
in Decision 1.

Our experiment, as discussed below, produces the result that the
average WTP in the DG®" is positive. Among the different explanations
economic theory provides for this result, three are particularly relevant.?

1st explanation: Inequity aversion (ia)
Definition 1 (ia)

Individuals are inequity averse when ‘they are willing to give up
some material payoff to move in the direction of more equitable out-
comes’ (Fehr and Schmidt, 1999: 819).
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With this definition at hand, the observed WTP >0 may be ex-
plained as the result of subjects’ attempts to reduce the (advantageous)
extreme inequity generated as a result of choosing s' in Decision 1.

Nevertheless, note that wep; > 0 also means that subject i is ready to
accept a disadvantageous inequity.

2nd explanation: Efficiency gains (eg)
Definition 2 (eg)

Subjectsare efficiency seekers if they care about the sum of indivi-
dual payoffs.

In line with this definition, efficiency gains are a possible explana-
tion for WIP > 0, because the correction of the initial decision in the
DG involves an increase in the sum of payoffs®. That is, for subject
i", [(P — wip;) + P] > [P+ 0].

3rd explanation: Social game attributes

Andreoni and Miller (2002) emphasize the context of the game. In par-
ticular, they define a vector y of attributes of a game, which would
include aspects such as social variables, the rules of the game, or its
framing.

In terms of subject i’s utility function, this view implies that agent i
faces a utility function as follows:

Mi(xa y)’

where x = (x;,x;) is a feasible allocation of resources (the sum of pay-
offs is equal to or lower than the total amount available, x; + x; < X)
and y is a vector of attributes describing the relevant features of the
process generating the allocation. That is, subjects may care not only
about the final consequences of their decisions but also about other
aspects such as the means of achieving the final outcome.

In this paper we consider two dimensions of y. Both are related to
the possibility of Decision 1 having some moral cost attached to it.>

The first dimension of y we consider is y;, personal involvement in
allocations.

Definition 3 (y,)

A subject has personal involvement in an allocation, y,, when he or
she obtains advantage directly and personally from the payoff
distribution.
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Subjects may incur a y;-type moral cost when they have to decide on
an allocation where all their earnings are recipients’ losses. A standard
example of this type of decision is DG, where each unit of the pie the
dictator keeps for him or herself is at the expense of the other player.

If individuals do not like to adopt Decision 1 shown in Figure 1
because they benefit directly from it at the expense of the recipient’s
payoff, then a positive WTP could be explained in terms of the moral
attribute of the game y,.

The second relevant dimension of y is subjects’ personal responsi-
bility for decisions, y,.

Definition 4 (y,)

Subjects are responsible for a decision when they have control over
the results of the decision.

If subjects feel responsible for making a decision, they incur the cost
(or have the benefit) attached to being directly responsible for the
results of that decision. Note that the nature of the effect depends on
whether it is a pleasant or unpleasant decision.

In the case of the DG, y, may adopt the particular form of subjects
feeling responsible for an extremely unequal outcome. As a result,
when they are offered the opportunity to remedy this situation, they
agree to pay to modify the distribution.

In the light of these definitions, our previous hypothesis can now be
formulated as follows:

Hypothesis

All-or-nothing dictatorial-type decisions are affected by the attri-
butes of the game. In particular, for a given unfair distribution of pay-
offs, when the presence of y,and y, is reduced or canceled, giving
decreases.

Note that y,and y, make reference to the ‘moral dimension’ of deci-
sions; that is, to their ‘right’ or ‘wrong’ nature. However, these two
variables are not only related to the moral nature of the outcome but
also to the characteristics of the very action of making decisions.
Accordingly, this moral dimension refers not only to one’s decisions
being detrimental to others; i.e., it is not only other-regarding but also
self-centered. This implies that, if the hypothesis above is correct, a
decision which is equally detrimental to others may have attached to it
a lower moral cost for the decision maker when he or she does not feel
guilty for his or her role in the decision-making process. In our setup,
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Table 1. Treatments and Decision 1

Recipient 1 Recipient 2 Feasible Payoffs
DG T1 dictator classmate (10,0) (0,10)
AD" T2 classmate classmate (10,0) (0,10)
AD,andom T3 classmate classmate (10,0) (0,10) Random

there are guilt feelings when the decision maker benefits from the deci-
sion and/or feels responsible for the decision.

When y,and y, do not play a role, agents’ willingness to pay to bal-
ance the distribution is explained in terms of inequity aversion and effi-
ciency gains. If the hypothesis is true then giving will increase when
these two self-centered motivations are present.

The following section describes the different treatments used to ana-
lyze this hypothesis and the conditions in which the experiments were
conducted.

2. Experimental design and procedures

We ran four treatments to explore this conjecture. Table 1 provides a
summary of the first three. Treatment 4 will be discussed in Section 5.

All-or-nothing dictator game (T1):

This all-or-nothing dictator game (DG** hereafter) is the control treat-
ment. The decision task of decision makers in this treatment is to allo-
cate an indivisible pie, P, of 10 experimental currency units (ECUs) as
shown in Figure 1. Subjects act as dictators, and their recipients are stu-
dents randomly chosen from the class list.® Note that both strategies s'
and s? in Decision 1 give rise to extreme distributions because the 10
ECU pie is not divisible; that is, agents can only generate an extremely
unequal payoff distribution. After this inequity is created, they are
given the opportunity (decision 2) to balance the payoff distribution by
incurring a cost to give a new, whole pie to their recipient.” To elicit
subjects’ willingness to pay, we use a standard procedure: we give the
subjects the option of giving up different amounts (from one to ten) or
not (that is, they take ten decisions), and to induce subjects to reveal
their true willingness to pay, they are informed that only one randomly
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chosen decision will be effective. We refer to this procedure as the pay-
ment card.®

The payment card gives subjects the chance to pay part of their
endowment to give a whole, new 10 ECU pie to the recipient. That is,
if agents choose s' in Decision 1, as may be expected, this payment
card gives them the opportunity to nearly balance the distribution of
final payoffs (see Appendix 1 for the instructions concerning the pay-
ment cards in 71, T2, and T3).° In other experiments players have to
decide directly the amount to give (if any), so that subjects face a
trade-off between their own payoffs and the partner’s. Our procedure is
quite similar but here subjects have the chance to give a new whole pie
to the partner. As in the standard game this pie is costly.!”

All-or-nothing allocation decision (T2):

In this scenario, subjects have to assign a 10 ECU indivisible pie in
Decision 1; but they do not directly benefit from this all-or-nothing
allocation decision (AD%" hereafter). The task is to allocate the indivisi-
ble pie between two classmates and no matter what the distribution the
decision maker earns a 10 ECU show-up fee.!! This show-up fee will
be used to make subjects reveal their willingness to pay to give a new,
whole 10 ECU pie to the recipient who got a zero payoff in Decision 1.
Note that the main difference between 71 and 72 is the decision
maker’s personal involvement in the payoffs of an unequal allocation
decision;'? that is, y, influences subjects’ decision making in 7’1, but it
does not do so in 72.

All-or-nothing allocation decision with random lever (T3)

This all-or-nothing allocation decision with random lever (AD,qudom
hereafter) is identical to T2, except that subjects have three options in
Decision 1: s!, s? and what we call ‘Random Lever’. Choosing the lat-
ter option implies that agents delegate their decision to a lever which
selects strategies s' and s?> randomly. Thus, those subjects who choose
the random lever might feel they withdraw control over the payoff dis-
tribution. If this were the case, y, would not influence their decision;
that is, even if recipients are chosen randomly from the class list, the
decision makers’ feeling of responsibility for the resulting unequal dis-
tribution may be reduced.'3

Experimental sessions were conducted among Economics students
taking Microeconomics 1 (four sections) at the University of Granada
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(Spain). This course is taught during the spring semester of the first
year. The total sample comprises 112 subjects divided into four treat-
ments (the distribution of subjects by treatments was: T'1: 29, T2: 36,
T3: 23, and T4: 24).

Subjects faced the allocation decisions described in Table 1, named
Decision 1. Dictators were informed that recipients would be chosen
randomly from the class list (see footnote 6). There were four sessions
(one for each section of the course), and all treatments were conducted
the same day in March 2005. In each of these four sessions at least two
treatments were conducted, but each subject played only one treatment,
i.e. each subject faced just one allocation decision. No subject had any
information regarding the game other subjects were playing.

After facing Decision 1, subjects were asked how much they would
pay to give a new, whole pie to the recipient who did not get anything.
They did not know in advance they would face this second decision.
To elicit the wip; of agent i we used a payment card whose instructions
are shown in Appendix 1.

Payoffs:

Subjects received grade points instead of monetary payoffs. Paying
with grade points removes the possibility of ex post exchange and pro-
vides strong enough incentives for students.'*

Students were informed that the number of points obtained during
the experimental session (jointly with the points in other four experi-
mental sessions in which they would participate during the course'”)
would contribute to the final grade of the course in the following way.
In each of the 4 sections of the course the student who has obtained
more experimental points would receive three grade points (out of ten)
to be added to the final grade. Other subjects’ grades depend linearly
on how close their performance is to the winner’s. This tournament
may place students in a more competitive environment and therefore,
participants might show weaker social preferences than if they had
been placed in a more cooperative environment.

After running the experiment, we asked subjects about their motiva-
tions. The aim was to compare subjects’ opinions to our conjectures
that their decisions would be driven by personal involvement and
responsibility. We asked 21 subjects (a complete section of the course)
out of the whole sample!® to fill out a questionnaire. The questionnaire
was given a week after the experiment was conducted; at that point, we
had not yet provided any information to the participants about the
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Table 2. Treatment Summary

Treatments Variables
T1 DG™ ia eg Y1 Y2
T2 AD" ia eg V2
T3 ADrand()m * ia eg

Note: * Only for individuals who made use of the random lever.

objectives of the experiment or about preliminary results. The question-
naire consisted of three parts, as discussed below.

3. The role of y, in giving

Now we explore how inequity aversion (ia), efficiency gains (eg),
personal involvement in allocations (y;) and responsibility for the
decision (y,) affect individual decisions in treatments 7’1, 72, and
T3. Note that our analysis of the effect of these variables is
between subjects. Table 2 summarizes the relevant features for each
treatment.

Table 3 presents the relevant results for 71, 72 and T3. Recall
that we use the DG"" as a control treatment. Row 1 in Table 3
refers to subjects who play strategy s' in this treatment.!” Specifi-
cally, it shows the mean and the frequency distribution of these
subjects’ willingness to pay to give a new 10 ECU pie to their
respective recipients. On average, decision makers are willing to
pay 2.69. In addition, 82% of individuals are willing to pay a posi-
tive amount of ECUs to modify the extremely unequal payoff dis-
tribution resulting from s'.

Table 3. Main Results in 7’1, 72, and 73

Frequency

n  Mean 0 1 2 3 4 5+

DG*'T1 27 2.69 5(18%) 2(7%) 4(14%) 5(18%) 7(25%) 4 (14%)
AD"T2 36 1.72 13(36%) 4(11%) 6(16%) 6(16%) 7(19%) 0 (0%)
ADygngT3 11 0.73 5(45%) 5(45%) 0(0%) 109%) 00%) 0(O0%)
ADpnyanaT3 12 1.58 4(33%) 2(17%) 3(25%) 1@8%) 2(17%) 0(0%)
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Result 1

After facing Decision 1 in the DG, 82% of subjects show a positive
willingness to pay to balance the distribution. In this treatment,
WTP > 0 is the result of the joint effect of ia, eg, y, and y,.

The relative importance of each of these four variables cannot be
assessed in the DG*". The AD*" and the AD, 40, are designed to un-
cover the effect of y; and y,.

First, we compare DG** data with data from AD*". The difference
between the tasks in these two treatments is that decision makers do
not benefit directly from their decisions in the latter and therefore y,
could not possibly influence them. In this regard, individuals’ willing-
ness to pay decreases to 1.72 on average when y, is not present, i.e.
when the decision maker is not involved in the payoff allocations.

Moreover, the percentage of subjects who are not ready to pay any-
thing to reverse the results obtained from s' in the AD doubles the
percentage observed in DG (36% vs. 18%). That is, the percentage of
people willing to pay a positive amount falls to 64%.

Another surprising result is that 14% of subjects in the DG are
ready to pay half of the pie, whereas none of the participants in the
AD"" reveal such a high willingness to pay. Using the Mann-Whitney
test to compare the distributions of the two treatments (Z = —1.92;
p = 0.05), the null is rejected; i.e., these distributions are not drawn
from the same population.'® Hence, comparing the results of the DG
and the AD** we have:

Result 2

When y, is removed, WTP decreases from 2.69 in the DG to 1.72
in the AD".
Therefore, we can conclude:

Result 3

There is a positive causal relationship between y, and subjects’
wIp.

Now, we explore subjects’ opinion regarding y,. We explained to
the 21 participants in the questionnaire the basic features of a standard
DG. In addition, we gave a brief introduction on how subjects’ deci-
sions in this type of game may conflict with the standard hypothesis of
utility maximization. Then we described our experiment’s benchmark
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— i.e. the DG" — and reminded individuals how the payment card
worked.

Finally, we told individuals that the average willingness to pay in
the DG they had participated in was positive; in particular that
WTP = 2.69. We added that a priori this could be due to four different
variables and asked subjects to order them according to their capability
to explain this positive sign of WTP.

The four variables we proposed and the way we defined them in the
questionnaire were as follows:'®

1. Efficiency (eg): To make the sum of all players’ payoffs as high as
possible.

2. Inequity Aversion (ia): A large difference between those who get
the highest payoff and those who get the lowest is annoying.

3. Conscience (y,): To gain something, someone else has to lose; that
is, I benefit from someone else’s loss.

4. Hard Decision (hd): Decisions to be made are of the all-or-nothing
type; that is, I cannot choose intermediate distributions.

Note that the ‘conscience’ variable corresponds to y; i.e., whether
decision makers modify their wep as a result of their personal involve-
ment. The ‘hard decision’ variable is just the main difference between
standard DGs and our DG*". The remaining two variables (‘efficiency’
and ‘inequity aversion’) are as defined above (see section 1).

Table 4 shows the main results regarding subjects’ ranking.

According to this Table, 12 subjects (i.e., 57% of the 21 participants
in the questionnaire) considered ‘conscience’ as the main motivation
behind WTP > 0. Hence, subjects’ ranking provides some support for
Result 3: self-regarding moral costs — specifically, y; — play a role in
dictatorial decisions.

Table 4. Subjects’ ranking of giving motivations in DG*"

Ranking 1™ Ranking 2™ Ranking 3™ Ranking 4™
Frequency Frequency Frequency Frequency
Y1 12 (57%) ia 10 (48%) eg 10 (48%) hd 7 (33%)
hd 4 (19%) hd 5 (24%) hd 5 (24%) eg 6 (29%)
ia 3 (14%) Y1 3 (14%) ia 4 (19%) Y1 4 (19%)
eg 2 (10%) eg 3 (14%) 12 2 (9%) ia 4 (19%)
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Although we will return to this below, note also that subjects’ rank-
ing suggests that inequity aversion and efficiency gains do not seem to
be as important as y,. The role of the ‘hard decision’ variable in sub-
jects’ motivation is not as clear: 9 subjects ranked it first or second and
12 subjects ranked it third or fourth.?°

The fact that subjects seemed not to care as much about efficiency
as about other motives was possibly due to their unawareness of effi-
ciency issues in this case, which were obscured by the prominence of
the attached moral costs. Our interpretation is that even though subjects
may be generally concerned about efficiency, they were placed in a
situation where other considerations (inequity aversion, conscience)
appeared more salient. This interpretation is supported by the fact that
other researchers have found that efficiency plays a relevant role in
other-regarding preferences (see Charness and Rabin 2002 or Engel-
mann and Strobel 2004 among others). Our results do not contradict
these findings.

4. The role of y, in giving

Table 3 shows that when y; is removed, WTP is still positive in the
AD*'. Hence, personal involvement, y,, is relevant, but it cannot
entirely explain the level of WTP in all-or-nothing allocation tasks.

Let us turn our attention to y,. To check whether feeling responsible
for an unkind decision has any influence on wtp we designed 73 such
that subjects face the same decision as in the AD“", but they have the
chance to avoid the allocation decision through a random device. Opt-
ing for this device is like ‘tossing a coin’ to solve King Solomon’s
dilemma and ‘the coin’ is who decides how to allocate the pie. In 73,
Decision 1 does not affect decision makers’ payoffs (i.e. y; is absent)
and our conjecture is that choosing the random option may help them
mitigate their feeling of responsibility for the resulting allocation (i.e.
for those subjects who choose the random lever, y, has little or no
influence).

In row 3 of Table 3, AD,uu40m refers to those subjects who had the
random device available in 73 and chose it. Almost half of the subjects
(11 out of 23) opted for it. However, the other side of the coin is that
12 out of 23 subjects did not use it (ADwandom in row 4, Table 3). There
are two opposing explanations for this choice. First, individuals who
did not choose the random option do not care about the role of respon-
sibility in their decision. Second, they do not feel that their responsibil-
ity could be removed by choosing the random lever.
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Interestill&ly, the WTP in the ADp,andom matches that obtained in the
AD (WTP = 1.72 vs. 1.58). Furthermore, the Mann-Whitney test
does not reject (Z = —0.22; p = 0.82) the hypothesis that data arising
from the AD*" and the ADy;qngom are drawn from the same population.
These statistical results seem to suggest that subjects who did not
choose the random option when it was available perceived the problem
they faced in the same way as those in the AD?" perceived theirs —
where the allocation decision was the same, but the randomization
device was absent. Therefore, these results provide some support for
the second explanation above: decision makers in the ADyungom did
not believe that choosing the randomization device would prevent them
from feeling responsible for the unequal distribution.

By contrast, the Mann-Whitney test shows (Z = —1.73; p = 0.08)
that data arising from the AD*" and the AD,4ngom are not drawn from
the same population. In addition, as Table 3 shows, the mean in the
AD,angom 18 one point lower than in the AD*”. In particular, WTP in the
AD,ndom decreases to 0.73. In sum:

Result 4

(i) When the random option was available, 11 subjects out of 23
made use of it. For those subjects who did not use the random
option WIP = 1.58, close to WIP = 1.72 in the AD"". However,
for the subjects who did use the random lever, WTP = 0.73, sta-
tistically different from WTP = 1.72 in the AD™.

(ii) For half the decision makers in T3 the random device did not
remove subjects’ responsibility. Consequently, the presence of
random levers does not affect their wtp. However, for those sub-
Jjects who chose the random device, y, does play a role in all-
or-nothing dictatorial decisions.

We reach the following conclusion:

Result 5

There is a positive causal relation between y, and subjects’ wtp.

Concerning subjects’ opinion about y,, the main features of treat-
ment 73 were briefly explained to the participants in the questionnaire
given after conducting the experiment. We underlined that this treat-
ment was an all-or-nothing allocation decision and, for the sake of
clarity, we compared the random option to the chance to solve King
Solomon’s dilemma by tossing a coin.
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Next, we told the participants in the questionnaire that the average
WIP was lower in the ADyadom (WIPap,,,, = 0.73) than in the
ADp,andom and in the AD (WTPADNmndam = 1.58 and WTP,pan = 11_2\)
Then we asked subjects their opinion about the motivations for the WTP
decrease when the random lever was chosen.

Nine subjects out of 21 (i.e. 43%) did not provide a clear conjecture for
the decrease in WTP. Two of them pointed out that decision makers do
not care about who receives the 10 ECU pie. One individual argued that
choosing the random lever does not change the resulting payoff distribu-
tion: whether the random option is chosen or not, someone still loses.2!

However, 12 subjects out of 21 (i.e. 57%) made explicit reference to
the lower level or lack of responsibility in the resulting payoff distribu-
tion as the main cause for the reduction in WTP when the random
option was chosen. This result is in line with our conjecture that giving
is affected by y,.

The conclusion of the above discussion is that the social attributes
of games are relevant in dictatorial decisions (see Results 3 and 5).
Specifically, in extremely unequal situations there seems to be a posi-
tive link between agents’ willingness to pay to reverse inequity and the
self-regarding moral costs attached to being responsible for and benefit-
ing from unfair decisions.

Indeed, after controlling for the effect of both y, and y, in all-or-
nothing allocation decisions, the average willingness to pay to bal-
ance the outcome decreases. However, it still has a positive value in
the AD,undgom (VVT\P = 0.73). In accordance with the description of
treatments in Table 2, this positive value could be due to the joint
effect of inequity aversion (ia) and efficiency gains (eg).

Going back to the questionnaire given to the experimental subjects,
as Table 4 shows, only 3 participants in the questionnaire (i.e. 14% of
the 21 subjects) ranked the capability of inequity aversion in first place
to explain WTP = 2.69 in the DG™. However, 13 subjects (62% )
ranked this variable first or second. It could be stated, therefore, that
the subjects’ opinion is not conclusive on the importance to be assigned
to inequity aversion as regards decision makers’ wfp to balance the
payoff distribution in this treatment.

Concerning the influence efficiency gains may exert over WTP in
DG, Table 4 shows that only 5 participants in the questionnaire (i.e.
24% of the 21 participants) ranked efficiency gains in first and second
place when they were asked about the motivations for WTP = 2.69 in
DG“". This suggests that efficiency gains do not play a major role in
subjects’ wip.??
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To extend the analysis of how guilt feelings may influence decisions
in the next section we explore a scenario where, after making Decision
1, subjects may avoid the resulting uneasiness by exiting the game.

5. Further evidence: Please, let me out!

This section presents the results of treatment 7'4. In this treatment,
we elicit subjects’ willingness to pay to avoid the discomfort of having
to make Decision 1. Here, in contrast to treatments 71, 72, and 73
where subjects could balance the distribution, it is Decision 1 itself that
can be removed at a cost for the decision maker.?3

All-or-Nothing Dictator Game with Exit Option (T4)

Decision 1 is the same in this all-or-nothing dictator game with exit
option (DG,,;, hereafter) and in the DG®. The difference between the
two treatments is that in the DG,,;, after making Decision 1, subjects
are offered the possibility of exiting the game.?* Leaving the game ren-
ders Decision 1 invalid. Whether this exit option is free or not depends
on agents’ preferences. A payment card (see Appendix 2) is used to eli-
cit their willingness to pay to cancel Decision 1 and exit the game.

Thus, the DG,,; analyzes how much agents are ready to pay in
exchange for exiting the game and canceling their previous decision.

Table 5 shows WTP in T1, T2, T3, and T4,% and whether or not the
inequity aversion (ia), efficiency gains (eg), involvement in payments
(y;) and responsibility for decisions (y,) variables are present in these
four treatments. Subjects accept 8.91 on average to cancel Decision 1
and exit the game. In other words, the average amount of ECUs they
are ready to give up to exit the game is 10 — 8.91 = 1.09.

As Table 5 shows, the variables which may influence the outcome in
the DG,,;; are inequity aversion (ia), dictators’ personal involvement in

Table 5. Treatments

n Mean

DG™(T1) ia eg 2 V) 27 2.69
AD™(T2) ia eg Vs 36 1.72
ADyandom (T3) ia eg 11 0.73
DG..i:(T4) ia Y Vs 22 1.09
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payments (y,) and their responsibility for unkind decisions (y,). Note
that there are no efficiency gains (eg) in this treatment. As a matter of
fact, when wip; >0 in the DG,,;, the payoff distribution becomes
(7;, ;) = (P — wip;, 0) instead of (7r;, ;) = (P,0); that is, agent i suf-
fers an individual loss for exiting the game which also involves an effi-
ciency loss.

We have argued in this paper that what may sometimes appear as
inequity aversion is in fact moral discomfort for having been involved
in making a decision with unequal consequences or for having bene-
fited from it. The DG,,; provides additional support for this result.
Assume that moral costs have no influence; then, WTP = 1.09 in the
DG,,;; would imply that the parameter which measures the utility loss
from advantageous inequity in Fehr and Schmidt’s (1999) utility func-
tion is larger than 1 for some individuals. That is, if subject i’s wip; is
positive, then, B; > 1 2. Fehr and Schmidt (1999) reject this possibility:
itg, =1,

. then player i is prepared to throw away one dollar in order to reduce his advan-
tage relative to player j which seems very implausible. This is why we do not con-
sider the case B; > 1 (Fehr and Schmidt, 1999: 824).

Given that §; > 1 seems an implausible parameter value in terms of
inequity aversion preferences, this variable by itself is not able to ratio-
nalize subjects’ behavior in DG,,;.

Thus:

Result 6:

In DG,,;, subjects are willing to give a positive payoff (1.09 on
average) to avoid the moral costs (y, and y,) attached to an allocation
decision. Inequity aversion by itself cannot explain this behavior.

An interesting outcome of the DG,,;, is that subjects are willing to
give up some payoffs just to avoid being unkind.?’ This behavior could
respond to what can be called the ostrich strategy. When subjects face
an unpleasant decision they may prefer ‘to hide their head in the sand’
by canceling that decision even at a cost. Indeed, as Table 6 shows,
86% of the subjects chose to do so. More surprisingly, about half of
them (54%) were ready to sacrifice part of their own payoff to prevent
their previous decision from being put into practice.?

Going back to the questionnaire, we also asked the participants
about the exit option. In particular, we focused on the following salient
result. In the DG,,;, 3 out of 22 decision makers revealed their
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Table 6. Main Results in 74

Amount accepted to exit

n Mean Not exit 10 9 8 7

DG..r 22 8.91 3 (14%) 7 (32%) 4 (18%) 4 (18%) 4 (18%)

preference for not exiting the game; i.e. 14% of the subjects wanted
their Decision 1 to be put into practice, admitting the payoff distribu-
tion: (7r;, ;) = (P,0). Another 7 individuals (i.e. 32%) preferred to exit
the game and cancel their previous decision, but they were not ready to
pay anything for exercising this option.

As far as the decision maker’s payoff is concerned there is no differ-
ence between these two decisions: in both of them, he or she gets the
whole pie. In addition, neither of them implies loss of efficiency.
Furthermore, inequity is the same in practice: recipients get zero in
both cases. However, there might be a difference: when subjects pay
nothing for exiting but choose this option, they might be avoiding y,,
i.e., their responsibility for the result. In other words, it could be a clear
case of looking the other way.?’

To check this, we asked the participants in the questionnaire to
answer which of the following games they prefer:

e Game 1: You get 10, your recipient gets 0.
e Game 2: You get 10.

Sixteen subjects out of 21 opted for Game 2. Among these, five sub-
jects (24% over 21) stated that their main concern was their own payoff
and added that they did not care about ‘the other player’s payoff’. They
interpreted Game 2 as if there were a fictitious player and his or her
earnings were an unknown quantity. On the other hand, seven subjects
(33%) explicitly stated that choosing Game 2 implies the possibility
that the unknown payoff of this second fictitious player may be posi-
tive; that is, they revealed the following preference over payoff distri-
bution: (10,x) > (10,0), where x > 0.

In short, more than half the participants in the questionnaire opted
for Game 2 as a result of assuming that in this game there is a second
player whose payoff is an unknown quantity.

This result may provide some support for our discussion concerning
y, and y,: agents prefer not to assume responsibility for mean
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decisions which they dislike (for instance, giving a zero payoff to his
or her recipient for sure) and this fact is affecting their wip.

6. Conclusion

We have shown that the social features of the game such as respon-
sibility in decision making and personal involvement in the decisions’
outcomes are relevant in explaining the motivation behind giving in
allocation decisions.

In particular, our analysis takes as a starting point a situation of radi-
cal inequity which decision makers can balance at a cost. Their willing-
ness to pay to do so is analyzed under different contexts differing in the
guilt feelings which subjects may experience.

Our main conclusion is that benefiting from and feeling responsi-
ble for unfair decisions influence subjects’ willingness to pay. Indeed,
although in our experiment giving not only corrects inequity but it
also generates a greater joint welfare, decision makers’ willingness to
pay decreases when the moral costs motivations behind giving are
lacking.

Appendix 1: Instructions concerning the payment
card in T'1, T2, and T3.

At this stage, you have the opportunity to modify your previous
decision.*® Unfortunately, this option is not free. If you want to use it,
it will cost you something. This cost will be subtracted from your final
payoff (if you wish, you can check the decision you made before). Let
us focus on Decision 1.

Pay attention to the following table. How should you read this table?
1 point means that you give up 1 point so that 10 points are given to the
student who got O points in your Decision 1; 2 points means that you
give up 2 points so that 10 points are given to the student who got 0
points in your Decision 1, and so on.

Only one of the rows of the table will be put into practice. This row
will be chosen randomly, i.e. by drawing lots. Thus, if in row ten you
choose to pay 10 so that the other student gets 10 points and this row is
randomly selected, we will reduce your final payoff by 10 points and will
give 10 points to the student who got 0 points in your Decision 1.
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In each scenario (row), you must mark what you want with a cross.
You must not mark ‘yes’ and ‘no’ in the same row (otherwise, you will
lose everything).

If you give up: We give to the student who got 0 in your Decision 1:

1 point 10 points Yes O No O
2 points 10 points Yes O No O
3 points 10 points Yes O No O
4 points 10 points Yes [ No O
5 points 10 points Yes O No O
6 points 10 points Yes O No O
7 points 10 points Yes O No O
8 points 10 points Yes O No O
9 points 10 points Yes O No O
10 points 10 points Yes O No O

Appendix 2: Instructions concerning the payment card in 74.

At this stage, we give you the opportunity fo exit the experiment and
thus prevent decision 1 from being put into practice. In other words,
you can get points without facing an allocation decision.

To put it differently, we offer you points for not implementing your
previous decision (if you wish, you can check the decision you made
before).

To learn how we provide you with this opportunity to exit the experi-
ment, pay attention to the following table. How should you read this
table? If you choose ‘yes’ at the level where we offer you 1 point, you
get 1 point and your previous decision is not put into practice; if you
choose ‘yes’ at the level where we offer you 2 points, you get 2 points
and your previous decision is not put into practice, and so on. Remember
that if you choose ‘no’ at all levels, your Decision 1 is executed.

Only one of the rows of the table will be put into practice. This row
will be chosen randomly, i.e. by drawing lots. Thus, if you choose ‘yes’
in a certain row and that row is randomly selected, we will give you the
amount of points corresponding to that row. If you choose ‘no’ in the
randomly selected row, what you decided in Decision 1 is put into
practice.

In each scenario (row), you must mark what you want with a cross.
You must not mark ‘yes’ and ‘no’ in the same row (otherwise, you will
lose everything).
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If we offer you: You agree to exit:

1 point Yes O No O
2 points Yes O No O
3 points Yes O No O
4 points Yes O No O
5 points Yes O No O
6 points Yes O No O
7 points Yes O No O
8 points Yes O No O
9 points Yes O No O
10 points Yes O No O

Notes
1. That human beings care not only about outcomes but also about the process leading

10.

to those outcomes is well documented; see Gintis et al. (2005) and Aguiar, et al.
(2008).

In Bolton et al. (1998), dictators always receive at least a fixed prize. In our design, as
in Brafias-Garza (2006), they have to decide whether they get the whole pie or
nothing.

Besides these three explanations, theoretical models sometimes include reciprocity
as an explanation for cooperative behavior (see Charness and Rabin 2002 and the
seminal paper by Frohlich et al. 1984). For instance, in repeated games, the fear of
punishment may induce subjects to be kind. In the problem stated in Figure 1 there is
clearly no room for reciprocity.

In the standard DG there are no efficiency gains, although they can be found in mod-
ified versions of the game as in Dana et al. (2007) or Andreoni and Vesterlund
(2001).

Two relevant papers dealing with issues of fairness, responsibility and involvement
are Konow (2000) and Cappelen et al. (2007).

The recipient of dictator i was randomly chosen from the class list excluding i. Not
all students participated in the experiment but at least a subset of the potential recipi-
ents of a dictator i was present in the experiment and therefore the existence of reci-
pients was credible.

Subjects were not informed about the nature of decision 2 when taking decision 1.
However, they realized that there would be a subsequent decision or task since they
were given a sheet written on both sides: decision 1 was on the first one and they
were not allowed to turn the sheet. Moreover, when taking decision 2, a third task
was not to be expected since no additional sheet was provided.

See Appendix 1 for a detailed description of the procedure.

As far as we know the joint use of dictator choices and payment cards is new in this
literature.

Usually, the transfer price is the unit. However, some papers have used several prices
(Andreoni and Vesterlund 2001) or prices that encourage altruistic behavior (Dana
et al. 2007).
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13.

14.

15.

16.

17.
18.

20.

21.

22.

23.

24.

. This AD*" is reminiscent of Solomon’s dilemma (see Ponti 2000 and Ponti et al.

2003) in the sense that our dictators face a similar decision to that of King Solomon.
There is another difference: dictators in this treatment may compare themselves with
two other subjects while in the DG treatment subjects can only compare them-
selves with one other person. We thank a referee for pointing this out to us.

As one of the referees pointed out, an interesting alternative could be that subjects
do not choose between s', s> or the ‘Random Lever.” On the contrary they would
face the random option as given. There are pros and cons of this approach but the
main problem could be that the experimental subject may consider that he or she has
not any implication with the unfair allocation.

Branas-Garza (2007) shows that dictators donate 24% of the endowment under
monetary incentives and only 12% under grade points incentives. This suggests that
subjects value grades more than money.

The sequence was as follows: a dictator game (March), GRE maths test (beginning
of April), risk aversion tests (end of April), and traveler’s dilemma (June).
Unfortunately we did not perform the survey with the complete subject pool. There-
fore, the validity of this analysis is reduced.

Two subjects out of 29 chose s> in the DG™".

Note that 7’1 and 72 differ also in the number of subjects involved in the decision:
two in 7'1 with allocation (10, 0) and three in T2 with allocation (10,0, 10). How-
ever, it is not clear how this difference might affect the elicited wtp.

The four variables are shown in the same order in which they appeared on the test
sheet.

To check the relative importance of eg, ia, y,and hd in the opinion of the partici-
pants in the questionnaire, assume that being ranked 1* is valued at 4 points; being
ranked 2", at 3 points; being ranked 3™, at 2 points; and being ranked 4™, at 1 point.
The score, then, would be as follows: y; gets 65 points; ia, 54 points; hd, 48 points;
and eg, 43 points. That is, according to subjects’ opinion, y, is the most important
variable to explain WTP = 2.69 in our DG™; ia is the second most relevant variable;
and hd and eg, with similar number of points, seem to be the least influential vari-
ables on individuals’ decisions.

Six subjects provided ‘unclassifiable’ answers. They made reference to reasons such
as risk aversion, increase in the probability of being wrong, distrust in random
choices, or being in equilibrium.

Note that WTP = 2.69 in the DG is very similar to the results of other standard
DGs where there are no efficiency gains. For instance, it is quite close to the 2.5
average giving of dictators in the standard single-room DG in Frohlich et al. (2001).
Nevertheless, Fisman et al. (2005) have shown that a majority of unselfish agents
prefer to increase aggregate payoffs rather than to reduce differences in payoffs in a
three-person DG.

T4 was conducted under the procedures described in Section 2 and in the same ses-
sions as 7'1, T2, and T3. Subjects were informed that the recipient would be a class-
mate randomly extracted from the list (see footnote 6). Payoffs were calculated
substracting subjects’ wtp from their initial endowment.

Dana et al. (2006) and Lazear et al. (2005) are the pioneer papers using exit options.
The main contribution of our fourth treatment is the joint use of exit option with a
payment card. This innovation allows us to analyze not only the decision (exit or
not) but also the valuation attached to such an option.
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25. As in the DG*", arguments focus on individuals who chose st

out of 24 subjects did not choose this strategy in the DG,;.
26. Fehr and Schmidt’s (1999) utility function of inequity aversion is the following:

in Decision 1. Only 2

1 1
ui(x) =x; — T Zmax{x,- —x;,0} — ﬂimZmax{xi —x;,0},
J#i J#i
where u;(x) is the utility function of player i; x = x, ..., x, is the vector of monetary

payoffs; n is the number of players; ¢; is the sensitivity of individual i’s utility to dis-
advantageous inequity; and f; is the sensitivity of individual i’s utility to advanta-
geous inequity. Since WTP = 1.09, some subjects have a positive willingness to
pay. Assume i is one of them, then, he or she prefers a payoff distribution where
(mi, ;) = (P — wtp;,0) than a distribution where (r;,7;) = (P,0) = (10,0). In
terms of Fehr and Schmidt’s utility function, this means that:

(P — wtp;) — ;0 — B; max{(P — wtp;) — 0,0} > 10 — ;0 — B; max{10 — 0}.

That is, B; > 1.

27. This result is closely related to the Lazear et al. (2005) statement that a significant
part of players choose to exit a dictator game even when playing the game presents
potential allocations that strictly Pareto-dominate the exit option. Notwithstanding
this relation, our results in the DG,,;, have to be interpreted in different terms than
those of Lazear et al. (2005). The reason is that the chance of quitting the game in
our DG,,;, implies cancelling a decision which results in an extremely unequal pay-
off distribution, rather than avoiding an environment which permits sharing.

28. In Dana et al., (2006) about 30% of the decision makers chose to exit a $10 dictator
game in exchange for $9.

29. This type of behavior has been called strategic ignorance in the literature (see Dana
et al. 2007): deciding to remain ignorant of the consequences of one’s actions.

30. This ‘previous decision’ is Decision 1 in Figure 1. Specifically, it is an all-or-nothing
dictator game in T'1; and an all-or-nothing allocation decision in 72 and 73.
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