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Abstract

We consider the notions of static and dynamic reasonableness of requests by
an authority in a trust game experiment. The authority, modelled as the
experimenter, systematically varies the experimental norm of what is
expected from trustees to return to trustors, both in terms of the level of each
request and in terms of the sequence of the requests. Static reasonableness
matters in a self-biased way, in the sense that low requests justify returning
less, but high requests tend to be ignored. Dynamic reasonableness also
matters, in the sense that, if requests keep increasing, trustees return less
compared to the same requests presented in random or decreasing order.
Requests never systematically increase trustworthiness but may decrease it.
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1. Introduction

It is commonly believed that compliance is ubiquitous in social life. People may respond to explicit
and implicit requests by modifying their behavior according to what they are requested to do.
Managers in organizations may find this particularly helpful, and there is a variety of other contexts
where it can also be useful, such as tax compliance and public good contribution (Cadsby, 2006;
Silverman et al., 2014). An overlooked factor that may influence compliance is the reasonableness of
the request received by an authority. When a manager explicitly or implicitly asks someone to do
something, it is likely that her willingness to fulfil your request depends on how reasonable she
perceives such a request. We try to operationalize the idea of reasonableness and to study its effect

on compliance in the context of a fiduciary relationship.

Our baseline is a simple trust game in which the trustor has to decide whether or not to send her entire
monetary endowment and the trustee, in turn, has to decide what proportion, if any, to send back. We
investigate whether and to what extent if someone in a position of authority, such as a manager and
in our study the experimenter, asks the trustees to send back positive amounts, this leads to an increase

of trustworthiness and trust, and whether this depends on the reasonableness of the request.

The request is framed in the form of a message to the trustee saying that the experimenters expect
him or her to send a specific share of what she received back to the trustor.! We make clear that the
subjects are free to do whatever they want and we vary whether or not the trustor is aware of this
message, with having this knowledge (or lack thereof) being known to the trustee. Our information
manipulation relates to Ellingsen et al.’s (2010) manipulation of disclosing the first order expectation

by the trustor to the trustee and determining whether this correlates with the return rate.? In the context

! Our external non-binding message manipulation, nicely complements the series of studies analyzing the role played by
pre-play communication and cheap talk in trust games (Charness and Dufwenberg, 2006; Ben-Ner and Putterman 2009;
Bracht and Feltovich, 2009; Ben-Ner et al., 201 1; Bicchieri et al., 2010).

2 Based on the finding of a lack of correlation, Ellingsen et al. (2010) argue that a false consensus effect drives evidence
for guilt aversion. Khalmetski et al. (2015) show that heterogeneity in the responses to such knowledge may be an
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of our experiment, it works as a robustness test of our findings. This simple situation is intended to
describe the basic dynamic underlying agents’ decision to comply with what is perceived to be a
changing or an externally imposed norm from someone in a position of authority. Consider a manager
requesting a subordinate to fulfil trust to a specific degree towards an external contractor or buyer or
colleague. We are interested in describing and testing whether and to what extent, trust and
trustworthiness could be fostered or hampered by external intervention, for instance, in this case, by
the signals coming from a manager. Inreal world settings, trustors may not precisely be aware of the
specific request by a manager. However, it is plausible that in many cases a customer or external
contractor may know, for example, about a company’s expectation for customer service or about a
company’s reputation or ethical code of conduct, which imply a managerial expectation about how

the customer or external contractor’s company contact will behave towards them.’

As in Cadsby (2006), Silverman et al. (2014) and Sonntag and Zizzo (2015), and as discussed
methodologically in Zizzo (2010), we deliberately use experimental demand as a treatment
manipulation, i.e., in our study experimental demand is not a confound but rather a tool of the
experimental design — in the case of our paper, to study the reasonableness of demands by the manager
and alternative managerial strategies. This tool is additionally useful in our context is because it
enables an exogenous and systematic manipulation in both the level and the order of the requests. By
doing this, we can have possible requests across the whole range (from none to the whole of the pie)
and have them systematically for all of the trustees; and we can have systematically different orders

in which we present the requests.

explanation for such lack of correlation. In different experimental settings, Vanberg (2008), Kawagoe and Narita (2014),
and Conrads and Reggiani (2017) also argue against guilt aversion relative to alternative explanations. Evidence in support
of guilt aversion relative to alternative explanations includes Reuben et al. (2009), Bellemare at al. (2011), Khalmetski
(2016), Attanasi et al. (2016), Ederer and Stremitzer (2017), Khalmetski et al. (2018). In a dictator game setting, Hauge
(2016) finds evidence both of an aversion to letting down others’ belief and an aversion to letting down moral standards.

3 Companies and organizations often advertise their codes of conduct and standards of consumer service on their website.
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The real world examples that we capture are ones where the cooperative behavior by the trustees
usually benefits the manager. This could take place directly, as in the example of greater cooperation
within an organizational unit yielding to greater productivity, that the manager can take credit for e.g.
for performance bonuses. It could also take place indirectly, as in the example of a manager requiring
subordinates to behave ethically towards an external contractor, where compliance may simply
improve the reputation of the company and only indirectly benefit the manager, or perhaps not at all.
That said, there may be cases where the manager may be better off, in terms of financial unit
performance that he or she can take credit for, by cutting corners and nudge the employee towards
being less trustworthy with an outside contractor or buyer. By having exogenous requests, this paper
abstracts from whatever motivation may lead the manager to recommend a higher or a lower level of

trust fulfilling, though it considers both cases.

We argue that the experimentally induced norm is taken into account if “reasonable,” along two
different dimensions, and find evidence that this is the case. Specifically, the /evel of the request is
taken into account by trustees but in a self-biased way: requests may lower returns back to the trustors
but do not raise them. The dynamics of requests matters as well: if requests keep ratcheting up,
trustees return less than if requests of different size are presented in a random or decreasing order.
We also review the extent to which trustors take the static and dynamic reasonableness of the requests
into account when deciding whether to trust, and we find evidence to support that they take into
account the static reasonableness of the requests, as well as their priors of what is reasonable. The
rest of the paper proceeds as follows. Section 2 defines more precisely static and dynamic
reasonableness and our experimental hypotheses in the context of our trust games. Section 3 presents
the experimental design, while section 4 presents the results, section 5 provides a discussion, and

section 6 concludes.



2. Reasonableness and Behavioral Hypotheses

We are interested in studying how and to what extent the individual’s perception of the reasonableness
of a request may affect his or her response to that request. This question is independent from the
reasons why the agent respond to the request. Therefore we are agnostic on this latter point. We
mention two possible explanations why here, and refer the reader to the working paper version of this
paper for more (Pelligra et al., 2016). A first explanation could be framed in terms of guilt aversion
(Dufwenberg, 2002; Battigalli and Dufwenberg, 2007; Bacharach et al., 2007); another could be a
preference for compliance towards an experimentally defined norm, triggered by the experimental

cues provided (Zizzo, 2010; Ellingsen et al., 2010; Karakostas and Zizzo, 2016).

2.1 Static Reasonableness

We define reasonableness both along a static dimension and a dynamic dimension. The static
dimension relates to the absolute size of the request being made. Specifically, we assume that a
request’s reasonableness coincides with the trustee’s prior, e.g., her or his understanding of the social
norm to be followed. We define this subjective level, reasonable trustworthiness. By ‘reasonable’
trustworthiness we refer to the spontaneous idiosyncratic trustworthiness level of a given agent in
absence of any specific request. This is likely to be at least partially socially determined, e.g. long-
term social learning, as well as partially genetic (e.g., Zizzo, 2003). Assume that a request is lower
than the trustee’s prior understanding of the social norm to be followed. This means that the request
is lower than the rate of that in our experimental setup is represented by the individual level of
trustworthiness when there is no request. We would expect this to lead to a down-adjustment of the
amount returned along the lines of the request. Now assume that the request is higher than the trustee’s
reasonable trustworthiness level. Such a request will be deemed unreasonable, and the trustee will

stick to her or his prior, for two possible reasons. First, ‘self-serving’ biases (e.g., Babcock and

Loewenstein, 1997; Konow, 2005; Valdesolo and DeSteno, 2008; Kocher et al., 2017; Charness et
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al., 2019) could be at work.* Second, there could be anger or annoyance at a request higher than the
reasonable trustworthiness level (Bolle et al., 2014; Battigalli et al., 2019).> The two key behavioral

predictions that we derive from the introduction of the concept of static reasonableness are:

H1. There is a positive relationship between request levels and trustworthiness. For a

sufficiently high request, the relationship becomes weaker.

H2. Request levels that are lower than the individual rate of reasonable trustworthiness reduce

trustworthiness, but requests higher than the baseline priors do not increase it.

Our analysis so far does not make the strength of the requests a function of whether the requests are
communicated to trustor and trustee knows this. However, it may be that if guilt aversion is one of
the driver of the trustee’s willingness to comply, requests should have a greater impact under a public

information condition:

H3. The relationship between requests and trustworthiness is stronger if the trustor is informed

of the request and the trustee is aware of that.

2.2 Dynamic Reasonableness

Dynamic reasonableness reflects the fact that the reasonableness of the request may be shaped by
experience with previous requests. Intuitively, if the requests keep becoming higher, this may be seen
as more unreasonable than if requests keep becoming lower. In the second case, the trustees may be
all too happy to comply with the lower request; in the first case, and insofar as previous requests are

partially used as anchors for what is reasonable, the subject may find requests more unreasonable.

4 A version of this is that agents tend to exploit what ‘moral wiggle room’ is available to them (e.g., Dana et al., 2007;
Grossman, 2014; Rustichini and Villeval, 2014, Khalmetski, 2016)

5> Though we note that Battigalli et al. (2019) believe that anger is not relevant in trust games, on the ground that any
return in this game requires players to place a positive weight on a co-player’s material payoffs.
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The idea that an increasing sequence of requests may be seen less favorably than a decreasing
sequence of requests is compatible with experimental evidence that an increasing sequence of prices
leads to lower sales than a decreasing sequence of prices (Sitzia and Zizzo, 2012). It is also consistent
with evidence that in bargaining settings, better outcomes may be obtained by starting tough and then
becoming softer than vice versa (Hilty and Carnevale, 1993). Siegel and Fouraker (1960) noted the
importance of aspiration levels in bargaining settings and a substantial literature has looked at the
effects of aspiration levels, anchors or reference points — however labeled — and their adjustment, in
determining behavior in a bargaining context (e.g., Esser and Komorita, 1975; Levy, 1997; Korobkin
and Guthrie, 2003-2004; Schotter and Sopher, 2007). Many recent experimental studies on
negotiation have shown the significant effect of changing reference points, that may assumes the form
of pre-existing contracts, informal agreements or fairness norms, among the others, in influencing the
bargaining process and the final agreement (see Blount et al. 1996; Kristensen and Gérling 2000;
Géchter and Riedl 2005; Bartling and Schmidt 2015; Karagézoglu and Riedl 2015; Bolton and
Karagbzoglu 2016 among others). Intuitively, reasonableness may, at least in part, be evaluated in a
reference-dependent manner, where previous experiences of requests may shape what is considered
more or less reasonable. The initial request may influence the initial anchor or reference point and,
due to the perception of a higher subsequent request as entailing a comparative loss or bad deal (Isoni,
2011), trustees will be more reluctant to adjust their reference point to a higher level of return than
they would be to adjust it to a lower level. Put it simply, they accommodate to perceived gains more
easily than they accommodate to perceived losses (Levy, 1997).° . Further related literature can be

found in Pelligra et al. (2016).

6 Sliwka and Werner (2017) present an experiment focusing only on an increasing (wage profile) case, and specifically
on the effect of the granularity of the wage increase profile: they find that gradually increasing wage profiles are better in
achieving compliance than having large infrequent jumps. Marginal changes may be easier to adjust to than large changes
in requests.
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The following hypothesis follows from the notion of dynamic reasonableness:

H4. Under increasing requests, trustworthiness will be lower than if requests are presented in

decreasing or random order in successive rounds.

2.3 Trustor Behavior

Two final hypotheses refer to the expected trustor’s behavior. Trustors are obviously more likely to
trust the more they expect trustees to fulfil trust. Rational expectations on the part of the trustor would
imply that he or she should correctly anticipate how trustees would on average react to the static and

dynamic reasonableness of requests. Specifically:

HS. Trust will be lower (a) when requests are low and trustors know they are low and (b)

under increasing requests.

Furthermore, supported by their own experience as trustees in the first stage, trustors may use their
own sense of what is reasonable as a guide to what others may think as reasonable in terms of amount
that will be returned (a form of common consensus effect: e.g., Gilovich et al. 1983). This leads to

the following hypothesis:

H6. Trust will be higher the higher the reasonable trustworthiness rate of the trustor.

3. Experimental Design

A total of 120 subjects (mean age of 25 years, 43% male) participated in the experiment. Paper-and-
pencil sessions took place at the BERG Lab of the University of Cagliari, Italy in May 2014. On
average, the experimental subjects received €16.85 (including a €5 show-up fee) for a 1-hour session.
Subjects were students enrolled at the University of Cagliari (Schools of Business and Law). The
conversion rate between experimental points and Euro was 1 point = €0.25. The experimental

instructions are reported in Appendix A.



Each experimental session had two stages, to maximize sample power. In the first stage, each subject
first played eight rounds of the trust game in the role of the trustor “Player A”. In the second stage,
each subject played eight rounds of the trust game in the same experimental treatment but this time
in the role of the trustee “Player B”.” Subject interact under a partner matching protocol without any
feedback provision, about actions or outcomes, before the end of the experimental session. To
implement an incentive-compatible payment mechanism, at the end of each experimental session half
of the subjects taking part in the experiment were randomly actually assigned to the trustor role and
the other half to the trustee role. Each trustor was then randomly matched with a trustee, one out of
the eight rounds was randomly drawn. The outcomes generated by the correspondent individual

decisions were implemented and paid out in cash.

In our version of the trust game, the trustor had a binary choice whether to send 50 points or 0 points
to the trustee (intermediate values were not allowed). If the trustor transferred his or her 50 points to
the trustee, they were multiplied by 3 and became 150 points. Then the trustee determined how to
share between himself or herself and the trustor. Excluding rounds 1 and 8, in which no requests were
made, in each of the other rounds a request ranging between 0% and 100% of B’s points (0, 30, 60,
90, 120 and 150 points) was made to the trustee as the proportion of points to be returned to the
trustor.® We employed the strategy method to be able to collect a full profile of trust responses (i.e.,
for each level of request) from trustees in terms of how much they would be willing to return

conditionally on the trustor having chosen to transfer his or her 50 points.® The additional advantage

7 We explain the reason for this specific sequence below.

8 Player B: “In this scenario you are free to decide how many points to return to Player A, however if Player A has sent
to you 50 points, we request you to return # % (# points)”. The full experimental instructions are contained in Appendix
A.

% As a potential limitation of this approach, we acknowledge that Burks et al. (2003) showed that playing both roles
increases selfish behavior, leading to a reduction in trust as well as trustworthiness. That said, Brandts and Charness
(2011) compiled a survey of the literature focusing on the implications generated by the adoption of the strategy method,
including Burks et al. (2003). They conclude that in no cases is it found that treatment effects from an experiment with
the strategy method are not observed if the direct-response method is implemented. We also note that none of our
hypotheses depend on the absolute level of trust and trustworthiness but rather on how these differ across rounds and
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of the strategy method in our setting is to minimize learning opportunities between rounds (though
an ad-hoc check for learning effects is provided comparing rounds 1 and 8, which are identical other

than for sequencing).

We employed a between-subjects 2 x 3 factorial design (see Table 1) based on two different
information settings (Communication vs. NoCommunication) and three different orders of the trust

games and associated requests (Increasing, Decreasing and Random).
[Insert Table 1 about here.]

The first experimental manipulation is about whether or not the trustor is aware of the experimenters'
request to the trustee. In the Communication (Com) experimental condition, the trustor is aware of
the experimenters’ request to the trustee, and the latter knows that this information is common
knowledge.!'® Under the NoCommunication (NoCom) condition, the trustor is not informed about the
requests of the experimenters to the trustee, and the latter is aware that the former is not informed
about these requests.!! In order for the NoCom condition to work as a test of the effect of the trustor
being unaware of the request and the trustee knowing it, subjects played first as trustors in the first
stage of the experiment and then as trustees in the second stage. If they had played in the reverse
order, they could have naturally inferred when playing as trustors in stage 2 that the trustee was being
made a request by the experimenters. This fact could have altered the response in the second stage.!?

The rest of the structure of the game is public information under both conditions.

treatments. As such, the potential confound from a downward shift of the absolute levels observed in the trust interaction
is not an issue for the conclusions of our experiment.

10 To the text in footnote 14, the following was added for players B (trustees): “Player A is aware of this request”. Player
A’s corresponding instructions read: “Player B receives the following message: ‘In this scenario you are free to decide
how many points to return to Player A, however if Player A has sent to you 50 points, we request you to return # % (#
points)”.

1 To the text in footnote 14, the following was added for players B: “Player A is not aware of this request”.

12 A secondary reason for our stage sequence is that our interest in this experiment is mainly about Player B’s behavior.
By playing in the role of Player A first, we ensured a greater understanding of the game being played when they had to
choose as players B.
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The sequence in which the different requests are made in successive rounds of the trust game, in each
one of the two player-role stages, constitutes the second experimental manipulation. This
experimental variation aims at investigating how dynamic considerations affect reasonableness-
related concerns. In the Increasing (Inc) experimental condition, the sequence of the requests is
organized following an escalation from round 2 to round 7 (0, 30, 60, 90, 120, 150 points in successive
rounds). In the Decreasing (Dec) condition, the sequence of requests follows a decreasing trend from
rounds 2 to 7 (150, 120, 90, 60, 30, 0 points in successive rounds). In the Random (Rand) experimental
condition, the ordering of the requests is randomly determined between rounds 2 and 7. In all
conditions, and as a control for any potential effect that is just having a request (whatever that may
be) may have, there are no requests in rounds 1 and 8. Based on the above abbreviations, we label the
experimental treatments as NoCom-Inc, Com-Inc, NoCom-Dec, Com-Dec, NoCom-Rand, and Com-
Rand. Each subject played the Player A and Player B roles in the same treatment, e.g. if a subject

played Com-Dec as Player A, he or she also played Com-Dec as Player B.

4. Results

Define the trust rate as the share of trustors that sent their 50 points to the corresponding trustees
and the trustworthiness rate as the number of points (out of 150 points) returned by trustees to
trustors. The amount of points returned by the trustee in round 1 identifies the a priori level of
reasonableness in the context of our trust game setup. It represents the individual rate of reasonable
trustworthiness. The mean round 1 trustworthiness rate was 57.57 points, with some statistically
insignificant sample heterogeneity across treatments (Table 2) that will be controlled for in the

regression analysis described later.!* The mean round 8 trustworthiness rate was 56.18 points, which

13 When points returned at individual level in round 1 are regressed against manipulation dummies, no coefficient turns
out to be statistically significant at any conventional level (see Appendix B, Tables B1 and B2). A non-parametric Kruskal-
Wallis test fails to reject the joint null hypothesis of equality of the means (p= 0.32). In the Dec treatment (both Com and
NoCom) we observe a slightly higher natural trustworthiness than in the other treatments. The qualitative difference is
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is not statistically significantly different from round 1 (signed-Mann Whitney p = 0.95),'* suggesting
that learning across rounds (which should be minimal due to the lack of feedback between rounds) is

not an issue in identifying the level of reasonable trustworthiness.

[Insert Table 2 about here.]

Table 2 shows, in square brackets, mean points returned in the different treatments under the different

levels of request; the corresponding trust rates are reported in standard brackets.
[Insert Figure 1 about here.]

Figure 1 summarizes the Table 2 data in terms of the order sequence:'’ under Dec and Rand,
trustworthiness rates increase with the request, albeit not on a one-to-one basis, and reach around 70
points when the request is for 150 points. The story is different under /nc: Figure 1 shows that mean
trustworthiness rates are always lower than under Dec and Rand (Mann-Whitney p= 0.03 and 0.06,
respectively).!® That could be in part explained by different priors in terms of reasonable
trustworthiness levels, which will be controlled for in the regression analysis. Figure 1 compares
round 1 baseline trustworthiness rates (reasonable trustworthiness) with trustworthiness rates when
there are requests. It shows a clear asymmetry. i) Decreasing requests tend to lower trustworthiness.

i1) This negative effect is stronger than the positive effect generated by increasing ones.
[Insert Tables 3 and 4 about here. ]

Table 3 reports a battery of Tobit regressions to assess the causal effect generated by the experimental

manipulations on trustworthiness (measured as the number of points that the trustee returns to the

mainly generated by a higher number of ‘unconditional egalitarian’ participants in that treatment (see Appendix C for
participants’ classification).

14 All p values provided in this paper are two sided.
15 Figure B1, in the Appendix B, provides a further graphical stratification by information setting (Com / NoCom).

16 In this and later between-subjects bivariate tests with multiple observations per subject, we use mean values by subject
as the independent observation to avoid within-subject non-independence of the observations.
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trustor ).!” The regressions include dummy variables for the experimental manipulations (Inc, Dec
and Com, equal to 1 in the respective treatments, else 0) and their interactions,'® dummies for the
value of the request (Request 0 for a request of 0 points, Request 30 for one of 30 points, and so on)
and depending on the model, for round dummies (Round 8 = 1 for round 8 decisions) and

demographic covariates (age, gender, religion and economics background).

Models 1-4 include observations from all rounds and given the value of the request as well as round
dummies, has as a baseline the mean rate of reasonable trustworthiness. Models 5-8 use the individual
rate of reasonable trustworthiness, as revealed by trustee behavior in round 1, as a control variable,
therefore controlling for any sample heterogeneity across treatments.!” These models are especially

useful to test H2 (on the effect of requests relative to the rate of reasonable trustworthiness).

However, as there is no experimental manipulation in rounds 1 and 8, and indeed round 1 takes place
before any experimental manipulation takes place, experimental treatment effects are likely to be
noisy and diluted in these regressions. We therefore also estimate models 9-16 in Table 4, which
include only observations from rounds 2-7 when the experimental manipulations took place, and
which more accurately test for the effects of our experimental manipulations and therefore for H3 (on
the effect of knowledge of trustor being informed of the request) and H4 (on the effect of requests
order). The baseline for these regressions is the case where the request is 150. While the baselines are
different, we can use both sets of models to look at HI (on the relationship between requests and

trustworthiness).

17 Since the outcome variable ranges in the truncated interval between 0 and 150, the adoption of Tobit models is a natural
choice. Robust standard errors of the estimates (clustered at individual level since each subject plays repeatedly) are
reported in brackets. Comparable results are delivered by GLS estimations with random effects (see Appendix B). We
also ran regressions on round 2 return rate (see Appendix C).as well as regressions without treatment variables, again
leading to comparable results.

18 We have also tried to run the regressions with no interaction terms and the qualitative picture remains the same.

19 We have also tried to use the difference of the individual round 1 trustworthiness rate from the average round 1 rate
instead, in which case the constant takes values similar to those estimated in models 1-4. None of the other results changes.
A parallel analysis for the regression in Table 4 leads to the same picture.
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Round and demographic coefficients are never statistically significant and do not affect the other
coefficients. The small and not significant coefficient on round 8 supports our earlier finding of lack

of difference between round 1 or 8 trustworthiness, though that for round 1 is a cleaner measure.

H1 is supported. There is evidence of a positive relationship between requests and return rate,

but this tends to disappear for a sufficiently high request.

Visual inspection of Figure 1 and Table 2 suggests the existence of a positive aggregate relationship
between request levels and trustworthiness.?’ The regression analysis of Table 3 supports this. It
shows that the point coefficients are consistently increasing in the size of the request up to a request
of 120, though with strong effects particularly evident for low request values and coefficients for
requests of 90 and above not statistically different from the rates of reasonable trustworthiness as
defined in models 1-4 and 5-8. Focusing on the most encompassing models 4 and 8, the coefficients
for Request 0 are statistically lower than those on Request 60 and higher request values (Wald test
p< 0.1 or better);*! those on Request_30 are statistically lower than those on Request_90 and higher
request values (Wald test p< 0.05 or better). Conversely, coefficients associated with Request 90
are not different from the ones of Request 150 in regressions 1-4 (Wald test p> 0.1); and we have
the same picture from the lack of significance of Request 90 in models 9-16, as this denotes the
lack of significant difference relative to a request of 150 that constitutes the baseline for these

regression models.

20 A simple test just comparing the mean return rate when the first request (round 2) is received, shows that it is equal to
34.5 when the request is 0 and twice as much (68.2) when it is 150 (Mann-Whitney p <0.001). Further supportive evidence
is provided by the round 2 only regression reproduced in Appendix C, Table C2.

2! Here and below, we focus on tests of requests that differ by 60 points or more, as we do not have the statistical power
to detect differences for requests that differ by only 30 points.

14



H2 is supported. Trustworthiness rates are lower than the rate of reasonable trustworthiness
when requests are lower than the baseline priors, but the converse is not true: requests higher

than the baseline priors do not push trustworthiness rates up.

While Figure 1 shows preliminary evidence for this, models 1-8 enable us to test this and corroborate
this result. Focusing on models 5-8 that control for individual level of reasonable trustworthiness,
requests of 0, 30, and 60 significantly decrease the trustworthiness, by around 18-20, 13 and 9-11
points respectively. High requests instead do not lead to statistically significant increases, with

positive point values no larger than 4 points for requests of 120 and 150.%?

Appendix C shows the result of a regression analysis where we introduce both the request level and
a dummy variable equal to 1 when the request is higher than the individual level of reasonable
trustworthiness, and else equal to 0. We find that, while the coefficient on the request is positive and

significant, that on the dummy variable is negative and offsetting it (» < 0.001).

H3 is not supported. The relationship between requests and trustworthiness is not stronger if

trustor is informed of the request, and the trustee knows this.

Table 2 does not show much difference in terms of the effect of communication on trustworthiness
in terms of point returned: the average is 56.45 points in the NoCom treatments versus 48.01 points
in the Com treatments (Mann-Whitney p> 0.1). The regressions reported in Table 3 and 4 also
confirm this pattern: the Com dummy is never significant at conventional test levels, even in models
9-16 that should be especially suited to detect such effects (and removing the interaction dummies

does not help).

22 H2 is also supported by the round 2 only regressions reported in Appendix C. It also provides some additional analysis
based on reasonable trustworthiness levels. It shows that the evidence for H1 and H2 is likely to be at least partially driven
by trustees with an intermediate level of reasonable trustworthiness, i.e. round 1 trustworthiness rate of 50 points (33.3%
of the amount received) or 75 (50% of the amount received). Note that Figure 1 also shows that there is no systematic
decrease in trustworthiness when requests are too high, e.g. out of anger or annoyance.
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H4 is broadly supported. Under increasing requests, trustworthiness tends to be lower than if

requests are presented in random or decreasing order in successive rounds.

Visual inspection of Figure 1 and Table 2 suggests that the increasing order of requests reduces
trustworthiness. This point received support from the regression analysis of Table 4. It shows that
coefficients on /nc are always negative and statistically significant at the 5% level, once we focus on
models 5-8 that are suited to test H4 to exclude rounds 1 and 8 which have no requests.?? The effects
appear economically meaningful in their magnitudes, with values of 19-20 points once one controls
for sample heterogeneity across treatments (models 13-16). The coefficients on Dec are not

statistically significant and are consistently lower at the p< 0.1 level than those on Inc.?*

We now move on to consider trustor behavior and to test H5 and H6. In doing so, we need to treat
separately treatments with communication and treatments without it. The treatments with
communication are ones where the trustor know that the requests have been made to the trustee and
can, therefore, decide whether to send or not based on his/her expectations about trustees’ reactions

to the requests, hence enabling a test of H5a.?>

Table 2 suggests that, in all three treatments with communication, mean trust rates follow an inverted
U-shaped relationship in the size of the requests. Specifically, in all three main treatments, they are
in an upward trend as requests go from 0 up to a peak between 60 and 120 points and then, in all three
cases, seem to go down. This suggests that, on average, trustors believe that trustees adapt their
behavior to the requests, though the effects are seen to level out with a sufficiently high request. This

pattern is not found in the treatments without communication.?® Correspondingly, aggregate earnings

23 That said, Table 3 shows still shows p < 0.1 or 0.05 depending on the regression.
24 Wald test p= 0.088 in models 5 and 6 and 0.082 in models 7 and 8.
25 Put it differently, players’ A perceptions of how reasonable the requests may shape their offers.

26 There is still some random variation in choices in these cases. This might be due to some combination of noise and
mixed strategies in trustors’ choices.
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and therefore efficiency follows an inverted U pattern, ranging from an average of 41% for a request

of 0 to 61% for a request of 90 and back to 50% for a request of 150 in the Com treatments.

[Insert Tables 5 and 6 about here. ]

We formalize and extend the analysis using Probit regression models. Table 5 considers observations
from all rounds in the second stage (with the rate of reasonable trustworthiness estimated from the
first stage as for Tables 4 and 5). As predicted by H5a, the trust rate is low when requests are low (0
and 30) and trustors know when they are low. Table 6 considers observations from rounds 2-7 only
of the second stage, with the round 150 request observation as the baseline (i.e. it is the equivalent of
Table 5), so as to enable us to test whether trustors predict the impact of dynamic reasonableness as
per H5b. We do not find evidence of a statistically significant effect in support of H5b, a finding that

we turn back to in the discussion section.?’

HS is partially supported. In the presence of communication, the trust rate is low for low
requests. We do not find evidence of a statistically significant effect of an increasing pattern

of request on trustors’ behavior.

Table 5 shows that the coefficient on the individual level of reasonable trustworthiness is positive and
statistically significant, though it is over twice as large in NoCom treatments than in Com treatments.
In the Com treatments, the coefficient is small enough that, with the smaller sample of Table 6, it is
no longer significant, but it is significant in the larger sample of Table 5. Under NoCom, trustors do
not have the requests to rely on, and so, in deciding whether to trust, they place larger weight on their

priors on what is reasonable to return.

27 We have also conducted the regression models in Table 5 and 6 without the reasonable trustworthiness rate variable,
and these findings are unchanged.
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HG6 is supported. Particularly in the lack of communication, subjects’ trust rate is a positive

function of their own level of reasonable trustworthiness.

Probit analysis reported in Table 5 confirms he sizable and statistically significant decline in trust
rates for low requests (0 and 30 points), though not for higher requests. The trustors just fail to
anticipate the mild negative effect, generated by the 60 points request, in the trustworthiness rates.
The outcome variable is a dummy that has value 1 when the trustor sends to the trustee her endowment
of 50 points, 0 otherwise. Under the Communication experimental condition (Models 1-4) the
negative effect induced by low request levels (0 and 30 points) is sizable and highly significant in all
the different specifications. As expected, this is not the case under the NoCommunication condition
(Models 5-8) in which we control for the “virtual’ level of request (for any given round, the virtual’

request relates to the actual request submitted to the trustee but not revealed to the trustor). 28

5. Discussion

We found a positive relationship between requests by the authority and return, but one largely relying
on low requests becoming lower than the baseline priors in terms of reasonable return rates, as
opposed to high requests leading to higher trustworthiness. Such requests are not more effective when
the trustee knows that the trustor is informed about the requests. They are however less effective

when presented in increasing order, compared with random or decreasing order.

To evaluate the static and dynamic reasonableness of the requests, we had to vary such requests
systematically, and the exogeneity of the manipulation makes such requests coming from the
experimenter such a useful tool in our context.?’ Our regression analysis controlled for possible

sample heterogeneity across treatments, by relying on individual rates of reasonable trustworthiness

28 See also Tables B3, B4, B5 in Appendix B. We also checked whether round 1 trust rates are statistically different across
treatments and they are not.

2 For an example of use of cheap talk communication between trustor and trustee, see Charness and Dufwenberg (2006).
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as measured by round 1 return rates (models 1-4 and 9-16 in Tables 3 and 4 respectively). Results 1
and 2 shows that static reasonableness matters in a self-biased way: they are consistent with a
preference for compliance to an authority or an experimentally defined norm being adjusted by the
request, but only in a self-biased direction. Consistently with Ellingsen et al. (2010), the relationship
is not strengthened by the trustee knowing that the trustor knows about the request. We cannot rule
out some underlying response heterogeneity (Khalmetski et al., 2015), and it is plausible that the
experimenter request is sufficient to guide the trustee or induce the experimentally defined norm,

without any further effect from trustor knowledge of it.>°

There is a significant literature showing how moral wiggle room is exploited in self-serving ways
(e.g., Dana et al., 2007; Grossman, 2014) and that fairness is perceived in self-biased ways (e.g.,
Babcock and Loewenstein, 1997; Konow, 2005; Valdesolo and DeSteno, 2008; Kocher et al., 2017),
and our findings are consistent with this research. In a sender-receiver game, Khalmetski (2016) find
that, when the incentives for lying are high, the trustees tend not to take into account the trustors’
high expectations. Charness et al. (2019) consider moral wiggle room in the context of trust games
and find evidence that conformist participants are so in a self-serving way. Regner and Matthey
(2015) contain a good recent discussion of the moral wiggle room literature and also in the context

of trust games, find that 40% of reciprocators in their experiment exploited moral wiggle room.

Our experiment employs the experimental methodology of Cadsby et al. (2006), Silverman et al.

(2014), Karakostas and Zizzo (2016) and Sonntag and Zizzo (2015) of using experimenter demand

30'We also cannot rule out that the trustees did not believe that the trustors’ expectations would be affected by the requests.
This is however somewhat implausible since, as previously noted, on average trustors did change their behavior as a result
of knowing about the requests, and trustees previously played as trustors. A related scenario, which has been suggested
to us, would be one where trustees thought that the expectations of the trustors at the end of the experiment mattered, and
that at the end of the experiment trustors would simply think of the sequence of requests as opposed to remembering the
request specific to any given round. Of course this specific argument is based on a process of fairly sophisticated inference
by the trustees, which is unlikely to have held when NoCom: trustees first saw a request in round 2. However, when we
compare mean return rates in round 2 between Com and NoCom, we still find no difference (Mann-Whitney p =0.31).
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as a tool to define the norm by which behavior is expected in the experiment.’! Such requests are
effective in inducing greater compliance in a tax payment game (Cadsby et al., 2006), in line with
previous work showing that a ‘tax frame’ induces greater tax payment than a neutral gamble frame
of a tax decision (Alm et al., 1992); in a public good game, in terms of inducing greater contribution
(Silverman et al., 2014; Sally, 1995); in an obedience game, where subjects are asked to destroy the
money of others (Karakostas and Zizzo, 2016); in a dictator game, where asking increases giving
(Andreoni and Rao, 2011); and in a Cournot oligopoly setting, where greater collusion is induced
(Sonntag and Zizzo, 2015). A non-experimental example of the tendency to defer to authority is
Harrington (1988), who provides evidence that firms tend to comply to environmental regulation to
a much greater extent than theoretically predicted, that is, even when monitoring is rare, the
punishment of the transgressors is unlikely and fines negligible. While it would require a more
complex design given the loss of exogeneity of the request manipulation, one possible and natural
extension of our work would be to compare requests by an authority with requests by peers; Silverman
et al. (2012) have already looked at this in their public good contribution setting. While it is natural
to claim that the experimenter is perceived to be in in a position of authority with respect to subjects
in an experimenter laboratory (Zizzo, 2010), one possible avenue for future research would be to
elicit subjects’ perception of the request or make its source more transparent in order to verify whether
this is indeed the case. It would also be interesting to vary how the degree of compliance by the

subordinate affects the agent making the request.

Result 4 shows that dynamic reasonableness matters. A “foot in the door” approach (Cialdini and
Goldstein, 2004) of starting with a low request and then go higher can be problematic since the

recipients of the requests can consider the ratcheting up of requests unreasonable and therefore

31 See Zizzo (2010) for a methodological discussion of deliberately using experimenter demand as an experimental tool.

32 Another direction for future research would be to provide request only as absolute numbers or only as percentages of
the total amount, rather than as both as we did in our experiment.
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discount these requests. This is again consistent with a self-biased perception of reasonableness. Once
initially shifted downward by the initial very low requests and once a clear ratcheting up pattern is
identified, reasonableness perceptions are hard to shift to the levels that we observe with a random

order or a decreasing order in terms of return rates.

The dynamic reasonableness effect for the /nc treatment is not driven just by the initial anchoring at
0%. Under the Rand condition with a round 2 request of 0%, we observed significantly higher
trustworthiness in the subsequent rounds 3-7 than what we detected in the /nc condition (Mann-
Whitney p<0.001) in the analogous rounds. It is also not driven just by taking pairs of consecutive
rounds: a regression on the return rate in the Rand treatment having the request from the previous
round as an independent variable shows that this is not statistically significant. An alternative
potential dynamic effect is that later requests lose credibility relative to early requests. This can be
tested in the Rand treatment, wherein additional regression analysis we generally find that requests
are still responsive to (low) requests in rounds 5-7, against this possibility. Still, more research is

needed.

We did not elicit second-order beliefs of the trustee in this experiment. Due to the adoption of the
strategy method in correspondence of different levels of the requests, it would have been cumbersome
to operationalize and possibly distorting the trustee’s behavior. Nevertheless, this could be an
interesting avenue for future research, particularly if it were to separate out second-order beliefs of
the trustor and second-order beliefs with respect to the experimenter. Equally, it would be interesting
to tie this research with that on cheap talk between trustor and trustee in trust games as illustrated by
Charness and Dufwenberg (2006); or to extend it to other settings such as gift exchange games. A

further possible extension would be to run a control treatment with constant requests.

Our HS5 posits that trustors are capable of correctly anticipating trustees’ average responses. We found

that trustors correctly take static reasonableness into account, but do not take into dynamic
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reasonableness into account. One conjecture for this is that, for simplicity in a first experiment, we
did not tell trustors that trustees had seen requests in the same increasing order. We expect that
trustees will have seen quickly enough that requests were in the same increasing order as they
experienced, but nevertheless we may not rule out the possibility that this may have weakened their
ability to take the dynamic reasonableness into account; further research providing explicit guidance
to trustors on this point is needed. Another conjecture is that dynamic reasonableness is harder for
trustors to appreciate, particularly in a setting such as ours where there is not opportunity for learning
feedback. We do find that, particularly when they do not know about what request has come to them,
trustors project their own belief on what constitutes a reasonable request into whether trustors are
likely to fulfil trust and, therefore, on whether they should be trusted in the first place; this also may
change with experience. Repeated play with feedback would clearly be a useful avenue for further

research.

Overall, there is a pessimistic message to our paper, in that overall requests do not help but may harm.
Given the managerial importance of requests, it is important to identify the determinants of
reasonableness and under what circumstances requests can be used to elicit greater trustworthiness.
For example, the natural language phrasing of the requests — e.g., whether they are framed more or
less politely — and the extent to which persuasive arguments are made to justify the requests could

matter.

6. Conclusion
There are two key messages from this paper. First, when requests are received from an authority, their
reasonableness is taken into account in determining how to respond to them, but in a self-biased way.
We have tested this intuition in the context of trust games where we found that both static and
dynamic reasonableness of the requests matter when trustees decide how much to return-back to
trustors. Static reasonableness refers to the level of the requests: when the request is too high, it does

not generate additional return back to the trustors. Dynamic reasonableness refers to the order of
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successive requests: if requests keep ratcheting up, trustees return less than if requests of different
size are presented in a random or decreasing order. In our experiment, trustors take the static
reasonableness of the requests into account, while further research is needed with regard to whether
they may take dynamic reasonableness into account. When deciding whether to trust, trustors also
take into account their priors on what is reasonable, particularly when they do not know about the

requests.

The second message of our paper is that, in our trust game setting, requests never systematically
increase return rates, but may decrease them. We interpret this in terms of moral wiggle room and,
taken literally, it would imply that managerial neglect may not be detrimental to trustworthiness, but
managerial activism could lead to lower rates of trustworthiness. Given the importance of requests as
a managerial tool for organizations, further research should identify ways of mitigating such a

detrimental effect and of making requests more effective.
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Figure 1: Mean Trustworthiness by Increasing / Decreasing / Random order
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Notes: This figure contains the mean points returned for each request level in the Inc (panel A), Dec (panel B) and Rand
(panel C) treatments. The horizontal dotted red line indicates the corresponding round 1 baseline return rate.
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Table 1: Factorial design, number of subjects by treatments

NoCom Com (total)
Inc 20 20 40
Dec 20 20 40
Rand 20 20 40
(total) 60 60 120
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Table 2: Descriptives

NoCom Com NoCom Com NoCom Com
Inc Inc Dec Dec Rand Rand

Round 1- baseline

(no request) [50.5] [50.5] [63.5] [65] [63] [53.35]
45%) 45%) (65%) (65%) (60%) 45%)

Request 0%

(0 pts) [31.75] [35.3] [56.5] [47.75] [56.85] [29.25]
(50%) (20%) (65%) (30%) (60%) (20%)

Request 20%

(30 pts) [42.5] [39.75] [54] [41.25] [60.4] [32.5]
(50%) (40%) (60%) (45%) (55%) (35%)

Request 40%

(60 pts) [40] [48] [56] [52.65] [51.55] [45.75]
(25%) (70%) (60%) (50%) (55%) (60%)

Request 60%

(90 pts) [42.5] [39.75] [71.75] [48.85] [71.8] [58.1]
(60%) (60%) (45%) (70%) (70%) (60%)

Request 80%

(120 pts) [48.75] [52.5] [67.25] [59] [77.05] [59.5]
(40%) (60%) (50%) (60%) (60%) (75%)

Request 100% (150

pts) [46.5] [39.75] [70] [67.25] [70.95] [67.25]
(35%) (35%) (55%) (55%) (55%) (65%)

Round 8

(no request) [43] [59.25] [63] [55] [64.8] [52]
(50%) (40%) (55%) (80%) (50%) 45%)

Notes. In square brackets: Mean trustworthiness rate - points returned by the trustee to the trustor
out of 150 points, by request/treatment. In standard brackets: Trust rate - share of trustors sending

50 points to trustees.
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Table 3: Tobit regressions on trustworthiness (rounds 1-8)

Outcome: Points returned (1] (2] [3] [4] [5] [6] [71 [8]

Reasonable trustworthiness

rate 1.O37#6%  1.036%F%  1.04THRE ] 046%*
(0.08) (0.08) (0.08) (0.08)
Inc 29.116* 29.102%  31730% 31707 -17.022%F  -17.010%%  -16.611%%  -16.589%*
(14.94) (14.93) (16.20) (16.19) (7.72) (7.71) (8.29) (8.27)
Dec -5.016 -5.030 -6.812 -6.822 -7.123 -7.162 -6.363 -6.400
(15.11) (15.11) (15.34) (15.34) (7.15) (7.15) (7.36) (7.36)
Com 21.202 -21.240 23915 -23.944 -10.331 -10.381 -11.370 -11.410
(14.89) (14.89) (16.59) (16.58) (8.79) (8.80) 9.78) 9.77)
Com*Inc 24.784 24.791 31.429 31.416 15.916 15.931 16.479 16.475
(21.08) 21.07) (24.92) (24.91) (11.60) (11.58) (12.74) (12.72)
Com*Dec 12.107 12.146 13.552 13.586 0.649 0.706 0.746 0.799
(20.81) (20.81) (21.00) (21.00) (11.28) (11.28) (11.19) (11.19)
Request_0 S19.63 %K% D1AGGRE  J19.621%FF  D1ATORR  I8.G20%KK  D0.442%FX  |8SETRRE  D0.384%Kx
(3.87) (5.29) (3.89) (5.31) (3.72) (5.14) (3.72) (5.15)
Request_30 J14.185%FF  13.876%%  -14.150%%%  _]3.888%F  _13.060%%*  -13339%F  _|3.]03%k*k  _]3374%
(4.08) (5.70) 4.07) (5.71) (3.94) (5.60) (3.94) (5.59)
Request_60 -8.950 %% JI1215%  -8.041%*  _]1215%  -8.899%*  _]1.306*  -8.954%k*  _]]1.436*
(2.74) (6.44) 2.73) (6.45) (2.76) (6.37) (2.75) (6.35)
Request_90 2.256 -4.727 2210 -4.699 -1.514 4218 -1.532 4211
(3.79) (5.92) (3.79) (5.93) (3.73) (5.84) (3.72) (5.83)
Request_120 2.946 2586 2972 2566 4.093 3.176 4.059 3.156
(4.05) (5.18) (4.06) (5.20) (3.96) (5.09) (3.96) (5.09)
Request_150 3481 1.515 3470 1.492 4293 2348 4291 2348
(4.76) (5.74) (4.76) (5.75) (4.59) (5.60) (4.59) (5.60)
round 8 2.027 22.040 -1.667 1742
(3.07) (3.09) (3.15) (3.12)
round dummies NO YES NO YES NO YES NO YES
demographics NO NO YES YES NO NO YES YES
Constant 66.794%¥%  GT.829%**  (B.88SEEE (0. 98*H* 1326 2242 3302 4233
(10.63) (10.81) (15.57) (15.78) (8.23) (7.74) ©9.51) (9.09)
Pseudo R* 0.006 0.007 0.007 0.007 0.088 0.088 0.089 0.089
Obs. 960 960 960 960 960 960 960 960

Notes: Outcome, points returned. Tobit regressions. Robust standard errors clustered at the individual level are reported
in brackets. Models 1 - 8 include observations from all rounds in the first stage; Random and Round 1 without request
are captured in the Constant term. Three stars, two stars, and one star refer to significant effects at the 1%, 5%, and 10%
level respectively.
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Table 4: Tobit regressions on trustworthiness (rounds 2-7)

Outcome: Points returned (9] [10] [11] [12] [13] [14] [15] [16]
Reasonable trustworthiness
rate 0.986%** 0.986%** 0.998#** 0.998#**
(0.09) (0.09) (0.09) (0.09)
Inc -31.419%* S31.392%F  -33.493%%  133453%  0.174%F  -20.142%%  -19.400%*  -19.355%*
(14.90) (14.89) (16.00) (15.98) 9.10) 9.09) 9.67) 9.66)
Dec -5.976 -5.990 -7.284 -7.293 -8.217 -8.254 -7.134 -7.168
(15.21) 1521) (15.38) (15.38) (8.28) (8.28) 8.51) (8.52)
Com -24.276 -24.318 -26.568 -26.597 -13.920 -13.970 -14.631 -14.664
(15.42) (1542) (17.03) (17.02) (10.65) (10.66) 11.71) (11.72)
Com*Inc 24.967 24.961 30.563 30.526 16.777 16.775 16.663 16.629
(21.78) (21.77) (25.29) (25.28) (14.32) (14.32) (15.43) (15.43)
Com*Dec 13.003 13.049 14.295 14.333 2353 2412 2331 2382
(21.48) (2148) (21.62) (21.62) (13.58) (13.59) (13.44) (13.46)
Request_0 223355%k% D3] 6%EE D33R7HER D3 JQ0FEE D3 29GFEE D3 ]63%k* D3 D34%kE D3 (9QHHE
(5.91) (5.87) (5.92) (5.89) (5.75) (5.71) (5.74) (5.71)
Request_30 -17.759%% S15.437%F  J17.729%F%  15.436%%  17.A481%% (]5.706%**  -]7.533%%% |15 748%k*
(5.58) (5.99) (5.59) 6.02) (5.45) (5.91) (5.46) (5.91)
Request_60 -12.454% S12.745%F  112.430%%  -12.720%%  -13.186%%*  -13.734%%  _13.242%**  _]3.770%*
(5.03) (6.44) (5.03) (6.45) 4.93) (6.33) (4.92) 6.31)
Request_90 -5.771 -6.282 -5.725 -6.235 -5.848 -6.612 -5.871 -6.606
(4.94) (5.65) (4.94) (5.65) 4.75) (5.45) 4.75) (5.45)
Request_120 -0.571 1.070 -0.535 1.079 -0.294 0.826 -0.325 0.811
(4.45) 4.87) (4.46) (4.88) 4.29) (4.70) (4.28) (4.69)
round dummies NO YES NO YES NO YES NO YES
demographics NO NO YES YES NO NO YES YES
Constant 72.433%** 73.313%%%  75003%**  75.855%%* 10.733 11.664 13.090 13.956
(10.72) (11.08) (16.04) (16.06) (10.55) (11.03) (12.00) (12.36)
Pseudo R? 0.008 0.008 0.008 0.008 0.072 0.073 0.073 0.073
Obs. 720 720 720 720 720 720 720 720

Notes: Outcome, points returned. Tobit regressions. Robust standard errors clustered at the individual level are reported
in brackets. Models 9 - 16 include observations from round 2 to 7 in the first stage. Robust standard errors clustered at
the individual level are reported in brackets. Random and Request 150 are captured in the Constant term. Three stars,
two stars, and one star refer to significant effects at the 1%, 5%, and 10% level respectively.
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Table 5: Probit regressions on trust (rounds 1-8)

Outcome: Trust probability (1] (2] [3] [4] [5] [6] [71 [8]

Communication NoCommunication

Reasonable trustworthiness

rate 0.003 0.003%%  0003%%%  0003%k%  (008%**  (008%**  0009%k*  (009%**
(0.001) (0.001) (0.001) (0.001) (0.002) (0.002) (0.002) (0.002)
Inc -0.039 -0.038 0.122 -0.121 -0.083 -0.087 -0.012 -0.014
(0.11) 0.11) 0.11) (0.11) (0.12) (0.12) (0.12) (0.12)
Dec 0.032 0.031 0019 0019 -0.055 -0.059 -0.006 -0.009
0.11) 0.11) 0.11) 0.11) (0.12) (0.12) (0.12) (0.12)
Request_0 W0.316%KF  L0.343%kE Q32]%KE _(345%k% 0.007 -0.092 0.005 -0.104
(0.06) (0.07) (0.06) (0.08) (0.04) (0.07) (0.05) (0.08)
Request_30 -0.138%* Q0.198%  .0.140%*  -0.199%* -0.021 -0.08 -0.024 -0.088
(0.06) (0.08) (0.06) (0.08) 0.07) (0.10) 0.07) (0.10)
Request_60 0.067 -0.006 0.069 -0.003 0.018 -0.032 -0.020 -0.035
(0.07) 0.11) (0.07) 0.12) 0.07) (0.09) 0.07) (0.09)
Request_90 0.102 0.029 0.105 0.033 0071 -0.081 0.069 -0.09
(0.07) 0.11) (0.07) (0.12) (0.06) (0.09) (0.07) 0.1)
Request_120 0.119 0.05 0.121 0.053 0.033 -0.021 0.032 -0.023
(0.08) (0.10) (0.08) (0.10) 0.07) (0.15) 0.07) (0.12)
Request_150 -0.018 -0.049 -0.018 -0.047 -0.039 -0.136 -0.045 -0.150
(0.08) (0.10) (0.08) (0.10) (0.07) (0.10) (0.08) (0.10)
round 8 0.035 0.036 -0.070 -0.078
(0.06) (0.06) (0.07) 0.07)
round dummies NO YES NO YES NO YES NO YES
demographics NO NO YES YES NO NO YES YES
Constant (Prediction) 0.510 0.511 0513 0514 0.538 0.540 0.555 0557
Pseudo R 0.083 0.088 0.103 0.123 0228 0237 0269 0280
Obs. 480 480 480 480 480 480 480 480

Notes: Outcome, trust=1, not trust=0. Probit regressions, marginal effects reported; Robust standard errors clustered at
individual level are reported in brackets. Three stars, two stars and one star for significant effects at the 1%, 5%, and 10%
level respectively. Models 1-8 employ data from all rounds of stage 2. Models 1-4 employ Com treatments data; Models
5-8 employ NoCom treatments data with ‘virtual® request dummies (for any given round, the ‘virtual’ request relates to
the actual request submitted to the trustee but not revealed to the trustor).
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Table 6: Probit regressions on trust (rounds 2-7)

Outcome: Trust probability (1] (2] [3] [4] [5] [6] [71 [8]

Communication NoCommunication

Reasonable trustworthiness

rate 0.002 0.002* 0.002 0.002 0.007#%%  0.007*%*%  0.008%%*  0,009%**
(0.001) (0.001) (0.001) (0.001) (0.002) (0.002) (0.002) (0.002)
Inc -0.048 -0.047 -0.113 -0.112 -0.111 -0.116 -0.045 -0.05
(0.10) (0.10) (0.13) (0.13) (0.12) (0.12) (0.13) (0.13)
Dec -0.032 -0.034 -0.04 -0.04 -0.078 -0.083 -0.049 -0.054
0.11) 0.11) 0.12) (0.12) (0.12) (0.12) (0.12) 0.12)
Request_0 20.207H%E  L0.300%FF  -0.209%kk  _0.30]%** 0.045 0.044 0.049 0.048
(0.07) (0.08) (0.07) (0.08) (0.07) (0.07) (0.07) (0.07)
Request_30 -0.119 -0.149% -0.119 -0.151% 0.018 0.055 0.021 0.061
(0.08) (0.08) (0.08) (0.08) (0.09) (0.09) (0.09) (0.10)
Request_60 0.085 0.044 0.086 0.045 0.014 -0.02 -0.015 -0.021
(0.07) ©.1) (0.08) 0.1) (0.07) (0.07) (0.07) (0.08)
Request_90 0.119 0.077 0.121 0.078 0.107 0.053 0.113 0.059
(0.08) 0.1) (0.08) 0.1) (0.08) (0.08) (0.08) (0.09)
Request_120 0.136* 0.099 0.138* 0.101 0.069 0.111 0.073 0.120
(0.07) 0.07) (0.07) 0.07) (0.07) (0.09) (0.07) (0.09)
round dummies NO YES NO YES NO YES NO YES
demographics NO NO YES YES NO NO YES YES
Constant (Prediction) 0.502 0.503 0.504 0.505 0534 0535 0.550 0553
Pseudo R* 0.079 0.086 0.090 0.096 0214 0214 0214 0214
Obs. 360 360 360 360 360 360 360 360

Notes: Outcome, trust=1, not trust=0. Probit regressions, marginal effects reported; Robust standard errors clustered at
individual level are reported in brackets. Three stars, two stars and one star for significant effects at the 1%, 5%, and 10%
level respectively. Models 9-16 employ data from rounds 2-7 of stage 2. Models 9-12 employ Com treatments data;
Models 13-16 employ NoCom treatments data with ‘virtual® request dummies (for any given round, the ‘virtual’ request
relates to the actual request submitted to the trustee but not revealed to the trustor).
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--- Appendix: A ---
Instructions

Welcome, and thanks for your participation. During the experiment, you are asked to make decisions
in different situations. In all these situations you will be matched to another subject. This random
matching will be determined at the end of the session. Your decisions and the decisions of the matched
subject will jointly determine the final payments. The whole interaction will be conducted in
total anonymity. At the end of the experiment, only one decision situation will be randomly drawn
and implemented for the payment.

PLAYER A: role

In the following situations you are Player A. You are matched with one Player B. You have an
endowment of 50 points. Player B also has an endowment of 50 points. You have two options:

e Keep your 50 points.

e Send the 50 points to Player B. In this case the points are multiplied by a factor of 3.
Player B receives 150 points in addition to his endowments of 50 points. Then Player
B can freely decide to send you back any (discrete) amount of points between 0 and
150.

PLAYER A: action (8 rounds)

In this scenario, you are Player A, and you are matched with one Player B. You have an endowment
of 50 points. Player B has an endowment of 50 points. You have two options:

. Keep your 50 points.
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o Send the 50 points to Player B. In this case the points are multiplied by a factor of 3. Player B
receives 150 points in addition to his endowment of 50 points. Then Player B can freely decide to
send you back any (discrete) amount of points between 0 and 150.

NoCom: [no message]
Com-Increasing:

Player B receives the following message. "In this scenario you are free to decide how many
points to return to Player A, however if Player A has sent to you 50 points, we request you to
return (--)[0%; Op:][20%; 30p:][40%; 60p:][60%; 90p:][80%; 120p:][100%; 150p:](--)".

Com-Decreasing:

Player B receives the following message. "In this scenario you are free to decide how many
points to return to Player A, however if Player A has sent to you 50 points, we request you to
return (--)[ 100%; 150p:][80%; 120p:][60%; 90p:][40%; 60p:]1[20%; 30p:][0%; Op:](--)".

Com-Random:

Player B receives the following message. "In this scenario you are free to decide how many
points to return to Player A, however if Player A has sent to you 50 points, we request you to
return (--)[60%; 90p:][80%; 120p:][0%; Op:][100%; 150p:][20%; 30p:][40%; 60p:](--)".

[ ]Isend O points to Player B. [ ]Isend 50 points to Player B.

PLAYER B: role

In the following situations, you are Player B. You are matched with one Player A. You have an
endowment of 50 points. Player A also has an endowment of 50 points. Player A faced a binary
decision. Either send you 0 points or send you 50 points.

If Player A sends 50 points, they are multiplied by a factor of 3. You receive 150 points in addition to
your endowment of 50 points. Then you can freely decide to send back to Player A any (discrete)
amount of points between 0 and 150.
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PLAYER B: action (8 rounds)

In this scenario, you are Player B, and you are matched with one Player A. You have an endowment
of 50 points. Player A also has an endowment of 50 points. Player A can freely decide to send you 0
points of 50 points.

NoCom-Increasing:

In this scenario you are free to decide how many points to return to Player A. However, if
Player A has sent to you 50 points, we request you to return(--)[0%; Op:][20%; 30p:][40%;
60p:][60%; 90p:][80%; 120p:][100%; 150p:](--) Player A is not aware of this request.

Com-Increasing:

In this scenario you are free to decide how many points to return to Player A, however if
Player A has sent to you 50 points, we request you to return (--)[0%; Op:][20%; 30p:][40%:;
60p:1[60%:; 90p:][80%; 120p:][100%; 150p:](--) Player A is aware of this request.

NoCom-Decreasing:

In this scenario you are free to decide how many points to return to Player A, however if
Player A has sent to you 50 points, we request you to return (--)[100%; 150p:][80%;
120p:][60%; 90p:][40%; 60p:]1[20%; 30p:][0%; Op:](--) Player A is not aware of this request.

Com-Decreasing:

In this scenario you are free to decide how many points to return to Player A, however if
Player A has sent to you 50 points, we request you to return (--)[100%; 150p:][80%;
120p:][60%; 90p:]1[40%:; 60p:]1[20%:; 30p:][0%; Op:](--) Player A is aware of this request.

NoCom-Random:

In this scenario you are free to decide how many points to return to Player A, however if
Player A has sent to you 50 points, we request you to return (--)[ 60%; 90p:][80%; 120p:][0%:;
Op:1[100%;1 50p:][20%; 30p:][40%; 60p:](--) Player A is not aware of this request.

Com-Random:

In this scenario you are free to decide how many points to return to Player A, however if
Player A has sent to you 50 points, we request you to return (--)[60%; 90p:][80%; 120p:][0%;
Op:1[100%; 150p:][20%; 30p:][40%; 60p:](--) Player A is aware of this request.

Isend #  points to Player A.
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-—-- Appendix: B —-

Additional Figures

Figure B1: Mean Trustworthiness, by Increasing / Decreasing / Random order,
by Communication/NoCommunication

Panel A: Increasing Order

Communication NoCommunication

120 150
i L
120 150
| L

90
90

Points returned
60
L

Points returned

60

0 30 60 90 120 150 0 30 60 = o0
Request equest

Panel B: Decreasing Order
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Panel C: Random Order
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Notes: This figure contains the mean points returned for each request level in the Inc (panel A), Dec (panel B) and Rand
(panel C) treatments, by Com (left column) and NoCom (right column). The horizontal dotted red line indicates the
corresponding round 1 baseline return rate.
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Additional Regression Analysis

Table B1 - Tobit regression on Trustworthiness in round 1, controlling for treatment

combinations

Dot (1]
returned
NoCom-Inc -15.11
(15.80)
Com-Inc -14.68
(15.82)
NoCom-Dec -022
(15.73)
Com-Dec 1.33
(15.73)
Com-Rand 852
(16.97)
Constant [ NoCom-Rand] 58.99%sk:*
(11.19)
Pseudo R? 0.002
Obs. 120

Notes: Outcome, points returned. Tobit
regression. Robust standard errors clustered at
the individual level are reported in brackets.
Three stars, two stars and one star for
significant effects at the 1%, 5%, and 10% level
respectively.

Baseline treatment: NoCom-Rand
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Table B2 - Tobit regression on Trustworthiness in round 1, controlling for main effects only

Outcome:

Points

returned [1]

Dec 4.857
(11.289)

Inc -10.610
(11.635)

Com -2.171
(9.157)

Constant[ No Com-Rand] 55.773%%*
(10.421)

Pseudo R? 0.002

Obs. 120

Notes: Outcome, points returned. Tobit regression. Robust
standard errors clustered at the individual level are reported
in brackets. Three stars, two stars and one star for significant
effects at the 1%, 5%, and 10% level respectively.

Baseline treatment: NoCom-Rand
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7Table B3 - Probit regression (marginal effects reported) on Trust probability, controlling for
treatment combinations

Outcome:

Trust

probability [1]
NoCom-Inc -0.137
Com-Inc -0.119
NoCom-Dec -0.013
Com-Dec -0.013
Com-Rand -0.075
Constant

[NoCom-Rand] [0.581]
Pseudo R? 0.009
Obs. 960

Notes: Outcome, trust=1, untrust=0. Probit
regression, marginal effects reported; Robust
standard errors clustered at individual level

are reported in brackets.

Three stars, two stars and one star for
significant effects at the 1%, 5% and 10% level
respectively.

Baseline treatment: NoCom-Rand
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Table B4 - Probit regression (marginal effects reported) on Trust probability, controlling for
main effects only

Outcome:

Trust [1]
probability

Dec 0.025
Inc -0.091
Com -0.019
Constant

[NoCom-Rand] [0.553]
Pseudo R? 0.007
Obs. 960

Notes: Outcome, trust=1, untrust=0. Probit
regression, marginal effects reported;
Robust standard errors clustered at
individual level are reported in brackets.
Three stars, two stars and one star for
significant effects at the 1%, 5%, and 10%
level respectively. Baseline treatment:
NoCom-Rand
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Table BS - Probit regression (marginal effects reported) on Trust probability, controlling
Request level, under Com condition

Outcome: (1]
Trust

probability

Request 0 -0.303%**
Request 30 -0.133**
Request_60 0.067
Request_90 0.102
Request 120 0.119
Request 150 -0.017
Constast

[NoRequest] [0.533]
Pseudo R? 0.05
Obs. 480

Notes: Outcome, trust=1, untrust=0. Probit
regression, marginal effects reported;
Robust standard errors clustered at
individual level are reported in brackets.
Three stars, two stars and one star for
significant effects at the 1%, 5%, and 10%
level respectively.

Baseline treatment: NoRequest, conditional
to Com treatment.
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Table B8 - GLS regressions on Trustworthiness (based on rounds 1-8 data),
random effects

outcome:

P [1] [2] 3] [4] [5] [6] [7] [8]
Natural Trustworthiness 0.752%%* 0.752%%* 0.758%*** 0.758***
(0.04) (0.04) (0.05) (0.05)
Inc 21.362%  21.363%  23.072%% 23072 -11.968**  -11.968%* -11.37* -11.37*
(10.81) (10.81) (11.34) (11.34) (5.81) (5.81) (6.09) (6.09)
Dec -1.8 -1.8 -3.064 -3.064 2.176 2.176 -1.28 -1.28
(11.3) (10.81) (11.13) (11.13) (5.79) (5.79) (5.94) (5.94)
Com -14.837 -14.838 -16.545 -16.545 -7.585 -7.585 -7.866 -7.866
(11.8) (10.81) (11.44) (11.44) (5.80) (5.80) (6.12) 6.12)
Com*Inc 17.194 17.194 21.619 21.619 10.279 10.279 9.906 9.906
(15.29) (15.29) (16.95) (16.95) (8.19) (8.19) 9.07) ©9.07)
Com*Dec 6.681 6.681 7.667 7.667 -1699 -1699 -1.993 -1.993
(15.29) (15.29) (15.61) (15.61) (8.20) (8.20) (8.34) (8.34)
Request_0 S13.971%  _]7.383%k%  _]3.971%%%  _]7383%%%  _[3971%%  _|7.]01%*%*  -13.971%%%  .]3.585%k*
(2.75) (3.18) 2.75) (3.18) 2.75) @.41) 2.75) (3.56)
Request_30 SI1.804%%%  _]3.058%kx 1] .804%FF  _]3.958%*%  _[].804%kx  _|3.675%FF [ 804%*x  _]0.]59%*
(2.75) (3.83) 2.75) (3.83) 2.75) (3.60) 2.75) “.43)
Request_60 S7.879%x  _[0137%k% 7879k _[Q]4%kx 7879%kx (4% 7 B7Q%kx -10.137*
(2.03) (4.88) (2.045) (4.59) (2.03) (4.56) (2.04) 4.59)
Request_90 -1.412 -5.300 -1.413 -5.300 1412 -5.018 -1.413 -1.502
2.75) (.77 2.75) (.77 2.75) (4.29) 2.75) (4.36)
Request_120 3.804 1203 3.804 1203 3.804 1.485 3.804 5.001
(2.75) (3.79) 2.75) (3.79) (2.75) (3.60) (2.75) (4.43)
Request_150 3413 3413 3.798 3413 3413 0282 3412 3.798
(2.75) 2.75) (3.63) (2.75) (2.75) (4.44) (2.75) (3.63)
round 8 1392 -1.392 -1.392 -1.392
(2.29) (3.18) (3.18) (.18)
round dummies NO YES NO YES NO YES NO YES
demographics NO NO YES YES NO NO YES YES
random effect YES YES YES YES YES YES YES YES
Constant 68.031%%%  GR2TEEE 69, 78%%% 69.77%%* 20.683 21.379%%%  21.581%%%  22276%k*
(8.35) (1.93) (10.19) (11.79) (5.15) (5.39) (6.24) (6.44)
R? 0.061 0.063 0.065 0.068 0517 0.521 0.522 0522
Obs. 960 960 960 960 960 960 960 960

Notes: These regressions present variants on models 1-8 of Table 3 in the paper based on GLS estimations with random effects.
Robust standard errors clustered at the individual level are reported in brackets. Three stars, two stars and one star for significant
effects at the 1%, 5% and 10% level respectively.
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Table B9 - GLS regressions on Trustworthiness (based on rounds 2-7 data),
random effects

outcome:
Points [9] [10] [11] [12] [13] [14] [15] [16]
returned
Reasonable trustworthiness 0.698*** 0.698*** 0.706*** 0.706***
(0.05) (0.05) (0.05) (0.05)
Inc 22767 22767 24.118%F  24.118%  -14.037% 14037 -13.220%  -13.220%
(10.87) (10.97) (11.53) (11.53) (7.00) (7.00) (7.34) (7.34)
Dec 2.183 2.183 -3.102 -3.102 2533 -2.533 -1.441 -1.441
(11.47) (10.97) (11.31) (11.31) (6.97) (6.97) (7.16) (7.16)
Com -16.042 -16.042 -17.500 -17.500 -9.302 -9.302 9.417 9.417
(1141) (10.97) (11.62) (11.62) (6.99) (6.99) (7.38) (7.38)
Com*Inc 16.550 16.550 20.286 20.286 10.125 10.125 9378 9378
(15.28) (15.52) (17.22) (17.22) (9.87) 9.87) (10.93) (10.93)
Com*Dec 6250 6250 7172 7172 -1.537 -1.537 -1.825 -1.825
(15.73) (15.52) (15.86) (15.86) (9.87) 9.87) (10.06) (10.06)
Request_0 S17.383%%  _]7.383%4%  _|7383%x  _|7.383%kk  _|7383%kE  _|7383%k%  _]7383%k%  _|7.383%k
(3.33) (3.33) (3.33) (3.33) (3.33) (3.33) (3.33) (3.33)
Request 30 -15.217%%%  _]3.058%%%  _|52]7#%%  _|3.058%kx  _|SD]7Hkk  _|3058%kE  _[5D]TREK |3 058%kx
(3.33) @.01) (3.33) (4.01) (3.33) @.01) (3.33) @.01)
Request 60  -11.202%#%  _]1.651%*%  _]1202%%%  _]].G51%*%  _]]202%kk [ G51*%*%  .[]292%% ] 65] %%+
(3.33) (3.99) (3.33) (3.99) (3.33) (3.99) (3.33) (3.99)
Request_90 -4.825 -5.300 -4.825 -5.300 -4.825 -5.300 -4.825 -5.300
(3.33) (3.94) (3.33) (3.94) (3.33) (3.94) (3.33) (3.94)
Request_120 0392 1.203 0392 1.203 0392 1.203 0392 1203
(3.33) (3.97) (3.33) (3.97) (3.33) (3.97) (3.33) (3.97)
round NO YES NO YES NO YES NO YES
dummies
demographics NO NO YES YES NO NO YES YES
random effect YES YES YES YES YES YES YES YES
Constant T282I%EE T3002%FE  TAZITRER  T5A08FE  DQEIIREE  D9.Q0REEX  30,002%*k 3] 74wk
(8.05) (8.26) (10.48) (10.64) (6.35) (6.61) (7.65) (7.87)
R2 0.071 0.074 0.074 0.077 0.448 045 045 0454
Obs. 720 720 720 720 720 720 720 720

Notes: These regressions present variants on models 9-16 of Table 4 in the paper based on GLS estimations
with random effects. Robust standard errors clustered at the individual level are reported in brackets . Three
stars, two stars and one star for significant effects at the 1%, 5%, and 10% level respectively.
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--- Appendix: C ---

Analysis by Baseline Prior Type

The points returned in round 1 constitute our measure of baseline priors that subjects have. Figure C1
contains a histogram of the points returned by trustees to trustors in round 1. Four main focal levels
can be defined looking at the return rates distribution: 0 (21%), 50 (20%), 75 (26%), 100 (14%).
About 80% of trustees can, therefore, be classified as one of these four types. We do not have the
statistical power to look at the behavior of these different types by treatment. Figure C2 however,
provides a sense of the median behavior of these different types in rounds 2-8 conditional on the

requests received.

Figure C1 — Histogram of Trustworthiness in Round 1.
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Figure C2 — Median points returned by Baseline Prior Type.
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The median behavior of the 14% of subjects who always returned a median value of 100 points
regardless of the request value is not consistent with our model. 100 points ensure perfect equality in
outcomes (100 points each) between trustors and trustees, and so these may be inequality averse or

altruistic subjects, whose choices are not conditional on requests.

The median behavior of the 21% of subjects who always returned a median value of 0 regardless of
the request value is consistent with our model for a reasonable baseline prior of 0%. It is likely to

reflect mainly self-interested subjects.
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The median behavior of the 46% of subjects with intermediate baseline reasonableness priors of 50
and 75 is consistent with our model and is likely to at least partially drive our aggregate support for

hypotheses H1 and H2, as summarized in Results 1 and 2.

Table C1- Tobit regressions on points returned (based on rounds 2-7 data), dummy variable
“Reasonable trustworthiness < Request” (=1)

Outcome:
Points returned [1]
(rounds 2-7)

Reasonable trustworthiness < Request -54.717%**
(8.65)
Inc -17.008*
(9.32)
Dec -1.669
(9.15)
Com -10.595
(7.45)
Request 0.552%**
(0.07)
Constant 45.332%%*
(7.52)
Pseudo R? 0.02
Obs. 720

Notes: Robust standard errors clustered at the individual level are
reported in brackets.

Three stars, two stars and one star for significant effects at the 1%,
5%, and 10% level respectively.
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Table C2- Tobit regressions on trustworthiness in round 2

Outcome:
Points returned
(round 2) (1] 21 31
Dec 16.731
(14.13)
Inc -33.235%*
(14.53)
Com -12.308 -8.627
(12.15) (12.49)
Request_0 -45.927%%%* -46.288%#*
(13.78) (13.75)
Request_30 -25.422 -25.468
(33.72) (34.23)
Request 60 -9.793 -8.404
(23.79) (22.89)
Request 90 -0.795 2.475
(18.16) (18.10)
Request 120 -7.690 -9.676
(30.93) (31.80)
Constant 53.499%** 67.883%** 63.495%**
(10.89) (11.30) (10.09)
Pseudo R? 0.013 0.104 0.014
Obs. 120 120 120

Notes: Robust standard errors clustered at the individual level are reported
in brackets.

Three stars, two stars and one star for significant effects at the 1%, 5%, and
10% level respectively.

[1] Constant = NoCom-Rand
[2] [3] Constant =Request 150
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