Instructions – Experiment 14
This experiment is very similar to the one before. This time, it goes over 3 rounds. In the beginning of the first round, participants are randomly matched to groups of four (so groups are different than in the experiment before). The groups stay the same over all rounds of this experiment. That means that in each round you will interact with the same three other participants. The experiment is computerised. You make all your decisions at the computer. 
[bookmark: _GoBack]In each round the four participants in the group represent a mayor of a suburb. The four suburbs belong to the same city. There is a tram line which connects the city (that means all 4 suburbs) with the capital. Each suburb benefits equally from the tram. The more funds are provided to the tram line, the more trains go every hour, and the more reliable are they, i.e. the more benefits are there for everybody. Each mayor has to decide how much his suburb provides to the tram line in this round, and how much to invest in other transportation projects which however only benefit his own suburb.
Specifically, each suburb has a non-committed add-on transportation budget of $E 10 (think of millions). Each mayor decides how much to provide to the tram line, “T”, and how much to invest into beautifying the streets of his own suburb, “O” = 10 – T. For each E$ 1 invested into the own streets, “O”, the benefit for the suburb is E$ 1. For each E$ 1 all suburbs together provide to the tram line, i.e. sum of “T”s, each single suburb will benefit by $E 0.4. Thus, the overall benefit Bi for a suburb i is
Bi = Oi + 0.4 (T1 + T2 + T3 + T4)
The only change compared to the last experiment is that now the mayors make their decisions in two stages. In stage 1, as before, each mayor is asked how much of the budget of E$ 10 she contributes to the tram line. The rest will automatically be invested in the suburb’s streets. In stage 2, each mayor is asked the question again, but can condition her choice on the average of what the other three mayors contributed. In other words, she states how much she contributes to the tram line for each of the cases that the (rounded) average contribution to the tram line of the other three mayors is 0, 1, 2, 3, 4, 5, 6, 7, 8, 9, or 10.
After all contribution decisions have been submitted, one out of the four mayors is randomly selected. For the other three mayors we will take the decision they made in stage 1. For the randomly selected fourth mayor we will look at the average of the other three mayors, and take the decision she made for that case in stage 2.
After all decisions have been made, all mayors are informed about the overall sum of contributions to the tram line, and their own suburb’s benefit in this round.
Any questions?
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