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Abstract: This supplementary material includes the experimental instructions, comprehension quiz, cognitive ability test and post-experiment questionnaire used in the experiment as well as the table summarizing the subjects’ demographic variables.



A. Experimental Instructions

Welcome

Thanks for your participation. This session consists of the main experiment and a few shorter tasks. I expect the whole thing to take about 1 hour. 

Depending on your actions and the actions of other participants, you will be able to earn money in addition to the $3 guaranteed for your participation. 

Please read the following instructions carefully.

NO communication between participants is allowed at any time during the experiment. If you have any questions, please raise your hand and I will come to assist you.

Please now turn off your mobile phone and any other electronic devises. These must remain off until you leave this room.

During the experiment, your earnings will be calculated in “points.” You will be paid in U.S. dollars at the following conversion rate:

1 point = $1

To ensure anonymity, your actions in this session are linked to your Participant ID number and at the end of this session you will be paid by Participant ID number. All payments will be put in an envelope. No other participants will see how much you have been paid.





Instructions (TAX Treatment) 

At the beginning of the experiment, you will be assigned to a group with 3 other people in this room. Each group will be composed of 4 participants. You will interact with other members in your group one time only. Please note that group members will not learn the identities of the others in their group during or after the experiment.  

Each group member, yourself included, begins with an endowment of 10 points. You and the three others in your group simultaneously decide how to use your endowments. There are two possibilities: working and leisure.

You will be asked to indicate the number of points you want to allocate to working. Only integers between 0 and 10 are allowed for this purpose. The remaining points will automatically be allocated to your leisure.

Wage Earnings
For each point you allocate to working, you will receive 1.2 points as your wage earnings. Your wage earnings equal
1.2 × ( your working points )
A tax-and-transfer system is applied to reduce the inequality of wage earnings among the members in your group. This tax-and-transfer system causes those with higher wage earnings to pay more taxes than those with lower wage earnings; each group member then receives an equal amount of transfer. 
Your wage earnings are taxed at a rate of 50%. The amount of tax you will pay equals
50% × ( your wage earnings ) 
All of the tax revenue collected from each member of your group will then be distributed to the members of your group as a set of transfer payments that are of equal size for all members.  The transfer payment that each of you receives is simply the sum of the taxes collected divided by the number of group members, four.
	Your net wage earnings equal
( your wage earnings ) - ( tax ) + ( transfer ) 
Note that, on balance, those with higher wage earnings still earn more net wage earnings than those with lower wage earnings.

Final Earnings
Your final earnings are the total of your net wage earnings and your leisure points, that is, whatever part of your endowment you don’t devote to working.
Final earnings = ( net wage earnings ) + ( leisure points )


Instructions (TRANSFER Treatment)

At the beginning of the experiment, you will be assigned to a group with 3 other people in this room. Each group will be composed of 4 participants. You will interact with other members in your group one time only. Please note that group members will not learn the identities of the others in their group during or after the experiment.  

Each group member, yourself included, begins with an endowment of 10 points. You and the three others in your group simultaneously decide how to use your endowments. There are two possibilities: working and leisure.

You will be asked to indicate the number of points you want to allocate to working. Only integers between 0 and 10 are allowed for this purpose. The remaining points will automatically be allocated to your leisure.

Wage Earnings

For each point you allocate to working, you will receive 1.2 points as your wage earnings. Your wage earnings equal
1.2 × ( your working points )
A tax-and-transfer system is applied to reduce the inequality of wage earnings among the members in your group. This tax-and-transfer system causes each group member to pay a fixed and equal amount of taxes; those with lower wage earnings then receive more transfers than those with higher wage earnings.
Your wage earnings are taxed by a total of 5 points. 
All of the tax revenue collected from each member of your group will then be distributed to the members of your group as a set of transfer payments.
The amount of transfer you will receive equals half of the value of the average wage earnings of your group minus your wage earnings plus 10 points. That is,
Your transfer = 50% × [( the average wage earnings of your group ) - ( your wage earnings ) + 10 ]
	Your net wage earnings equal
( your wage earnings ) - ( tax ) + ( transfer ) 
Note that, on balance, those with higher wage earnings still earn more net wage earnings than those with lower wage earnings.

Final Earnings
Your final earnings are the total of your net wage earnings and your leisure points, that is, whatever part of your endowment you don’t devote to working.
Final earnings = ( net wage earnings ) + ( leisure points ) 
B. Comprehension Quiz
To make sure everyone understands the instructions, please complete this short quiz. 
Please click on the Submit button after you enter the answer to each question.
You will receive 0.2 points for each question you answer correctly.

          1. How many periods will you be playing in the experiment?  
A. 1    
B. 2    
C. 3

Answer: A, You will interact with other members in your group one time only.

          2. If you earn 10 points in the experiment, how much will you be paid in cash, including the guaranteed $3 participation fee?
A. $10  
B. $13   
C. $15


Answer: B, 1 point = $1 USD. So, 10 points are worth $10 USD. Adding the guaranteed $3 participation fee, you will be paid $13 USD.










          3. Suppose member A allocates 4 points on working, member B allocates 6 points, member C allocates 8 points, and member D allocates 10 points. Please calculate each member’s wage earnings and select an appropriate answer.
A. Member A: 4, Member B: 6, Member C: 8, Member D: 10. 
B. Member A: 4.8, Member B: 7.2, Member C: 9.6, Member D: 12.
C. Member A: 12, Member B: 9.6, Member C: 7.2, Member D: 4.8. 

	
	Member A
	Member B
	Member C
	Member D

	Working points
	4
	6
	8
	10

	Wage earnings
	4.8
	7.2
	9.6
	12

	Tax paid
	
	
	
	

	Transfer received
	
	
	
	

	Net wage earnings
	
	
	
	



Answer: Wage earnings =1.2×(working points). Member A’s wage earnings =1.2×4=4.8 points; member B’s wage earnings = 1.2×6=7.2 points; member C’s wage earnings= 1.2×8=9.6 points; member D’s wage earnings= 1.2×10=12 points.














4. (Tax Framing) Please refer to the table below. Following the previous question, please calculate the amount of tax each member will pay and select an appropriate answer.
A. Member A: 2.4, Member B: 3.6, Member C: 4.8, Member D: 6.
B. Member A: 5, Member B: 5, Member C: 5, Member D: 5.
C. Member A: 4.8, Member B: 3.6, Member C: 3.6, Member D: 3.6.

	
	Member A
	Member B
	Member C
	Member D

	Working points
	4
	6
	8
	10

	Wage earnings
	4.8
	7.2
	9.6
	12

	Tax paid
	
	
	
	

	Transfer received
	
	
	
	

	Net wage earnings
	
	
	
	



Answer: A. Tax=50%×(wage earnings). So, member A will pay 50%×4.8=2.4 points; member B will pay 50%×7.2=3.6 points; member C will pay 50%×9.6=4.8 points; member D will pay 50%%×12=6 points.














4. (Transfer Framing) Please refer to the table below. Following the previous question, what is the amount of tax each member will pay?
A. Member A: 2.4, Member B: 3.6, Member C: 4.8, Member D: 6.
B. Member A: 5, Member B: 5, Member C: 5, Member D: 5.
C. Member A: 4.8, Member B: 3.6, Member C: 3.6, Member D: 3.6.

	
	Member A
	Member B
	Member C
	Member D

	Working points
	4
	6
	8
	10

	Wage earnings
	4.8
	7.2
	9.6
	12

	Tax paid
	
	
	
	

	Transfer received
	
	
	
	

	Net wage earnings
	
	
	
	



Answer: B. Your wage earnings are taxed by a total of 5 points.
.


          5. (Tax Framing) Please refer to the table below. Following the previous question, please calculate the amount of transfer each member will receive and select an appropriate answer.
A. Member A: 6.8, Member B: 5.6, Member C: 4.4, Member D: 3.2.
B. Member A: 4.2, Member B: 4.2, Member C: 4.2, Member D: 4.2.
C. Member A: 4.8, Member B: 3.6, Member C: 3.6, Member D: 3.6.

	
	Member A
	Member B
	Member C
	Member D

	Working points
	4
	6
	8
	10

	Wage earnings
	4.8
	7.2
	9.6
	12

	Tax paid
	2.4
	3.6
	4.8
	6

	Transfer received
	
	
	
	

	Net wage earnings
	
	
	
	




Answer: B. The transfer payment that each member in a group receives is the sum of the taxes collected divided by the number of group members, four. Therefore, the amount of transfer = (2.4+3.6+4.8+6)/4=4.2 points. 












          5. (Transfer Framing) Please refer to the table below. Following the previous question, please calculate the amount of transfer each member will receive and select an appropriate answer.
A. Member A: 6.8, Member B: 5.6, Member C: 4.4, Member D: 3.2.
B. Member A: 4.2, Member B: 4.2, Member C: 4.2, Member D: 4.2.
C. Member A: 4.8, Member B: 3.6, Member C: 3.6, Member D: 3.6.

	
	Member A
	Member B
	Member C
	Member D

	Working points
	4
	6
	8
	10

	Wage earnings
	4.8
	7.2
	9.6
	12

	Tax paid
	5
	5
	5
	5

	Transfer received
	
	
	
	

	Net wage earnings
	
	
	
	




Answer: A. The average wage earnings of the group is (4.8+7.2+9.6+12)/4=8.4 points. Member A would receive 50%×(8.4-4.8+10)=6.8 points as transfer; member B would receive 50%×(8.4-7.2+10)=5.6 points; member C would receive 50%×(8.4-9.6+10)=4.4 points; member D would receive 50%×(8.4-12+10)=3.2 points.











          6. (Tax Framing) Please refer to the table below. Following the previous question, please calculate each member’s net wage earnings and select an appropriate answer.
A. Member A: 6.2, Member B: 7.6, Member C: 10, Member D: 10.8.
B. Member A: 4.8, Member B: 7.2, Member C: 9.6, Member D: 12.
C. Member A: 6.6, Member B: 7.8, Member C: 9, Member D: 10.2.

	
	Member A
	Member B
	Member C
	Member D

	Working points
	4
	6
	8
	10

	Wage earnings
	4.8
	7.2
	9.6
	12

	Tax paid
	2.4
	3.6
	4.8
	6

	Transfer received
	4.2
	4.2
	4.2
	4.2

	Net wage earnings
	
	
	
	




Answer: C. Member A’s net wage earnings are 4.8-2.4+4.2=6.6 points; member B’s net wage earnings are 7.2-3.6+4.2=7.8 points; member C’s net wage earnings are 9.6-4.8+4.2=9 points; member D’s net wage earnings are 12-6+4.2=10.2 points.

          6. (Transfer Framing) Please refer to the table below. Following the previous question, please calculate each member’s net wage earnings and select an appropriate answer.
A. Member A: 6.2, Member B: 7.6, Member C: 10, Member D: 10.8.
B. Member A: 4.8, Member B: 7.2, Member C: 9.6, Member D: 12.
C. Member A: 6.6, Member B: 7.8, Member C: 9, Member D: 10.2.

	
	Member A
	Member B
	Member C
	Member D

	Working points
	4
	6
	8
	10

	Wage earnings
	4.8
	7.2
	9.6
	12

	Tax paid
	5
	5
	5
	5

	Transfer received
	6.8
	5.6
	4.4
	3.2

	Net wage earnings
	
	
	
	



Answer: C. Member A’s net wage earnings are 4.8-5+6.8=6.6 points; member B’s net wage earnings are 7.2-5+5.6=7.8 points; member C’s net wage earnings are 9.6-5+4.4=9 points; member D’s net wage earnings are 12-5+3.2=10.2 points.


          7. Which of the following is the correct way to calculate your final earnings in the experiment? 
A. Final earnings = net wage earnings
B. Final earnings = (net wage earnings) + (10-working points)
C. Final earnings = (net wage earnings) + (working points)

Answer: B. Your final earnings are the total of net wage earnings and your leisure points, that is, whatever part of your endowment you don’t devote to working.



C. Cognitive Ability Test
You have 30 seconds to answer each question. 
For each question you answer correctly, you will receive 0.2 points.
Please click on the Submit button after you enter the answer to each question.
1. A bat and a ball cost $1.10 in total. The bat costs $1.00 more than the ball. How much does the ball cost? [CRT question]

2. In a lake, there is a patch of lilypads. Every day, the patch doubles in size. If it takes 48 days for the patch to cover the entire lake, how long would it take for the patch to cover half of the lake? [CRT question]

3. If it takes 5 machines 5 minutes to make 5 widgets, how long would it take 100 machines to make 100 widgets? [CRT question]
4. Please identify the missing number at the end of the series.
25, 28, 33, 40,  ?
5. A total of 400 copies of a textbook were sold. One third of them were sold at 50% discount. One third of them were sold at 25% discount and the remainder were sold at the full price of $120. What was the average price of the textbook sold in dollars?
6. Suppose you drive at 30 mph and it takes you 4 minutes to cross a bridge. How long is the bridge in miles?
7. Please identify the missing number.
4, 8, ?, 16, 20
8. In an election with only two candidates: candidate A and candidate B. Candidate A receives 50% more votes than candidate B. The total number of votes is 2,500. How many votes were cast for candidate A?

Answer: 1. $0.05    2. 47   3. 5   4. 49    5. 90    6. 2    7. 12     8. 1,500    






D. Post-experiment Questionnaire
1. Are you? Male; Female
2. Are you an Economics concentrator (including Economics, Applied Mathematics- Economics, Mathematical Economics, COE-Business Economics, and Computer Science-Economics)? Yes; No
3. How many semesters of college or university have you completed, excluding the present semester? 0; 1; 2; 3; 4; 5; 6; 7; 8; more than 8
4. How many college-level economics courses have you taken, including the present semester? 0; 1; 2; 3; 4; 5; 6; 7; 8; more than 8
5. What is your race (check all that apply)? American Indian or Alaska Native; Asian; Black or African American; Native Hawaiian or Other Pacific Islander; White
6. What was your SAT Math score?
7. What was your SAT Verbal score?
8. What is your total household income? Less than $10,000; $10,000 to $49,999; $50,000 to $99,999; $100,000 to $149,999; $150,000 to $199,999; $200,000 or more
9. Which of the following best describes your political inclination (affiliation)? Republican; Democrat; Independent; don’t know; other
10. Which of the following best describes your political philosophy (ideology)? Select a number on a scale of 1 to 7. 1 (very conservative); 2; 3; 4; 5; 6; 7 (very liberal)
11. Do you think the government should or should not make possible effort to reduce the income gap between the rich and the poor? Select a number on a scale of 1 to 7. 1 (should); 2; 3; 4; 5; 6; 7 (should not)
12. Please describe the rationale behind your decision on the number of points you allocate to working.



Table A.1 Summary Statistics of Demographic Variables
	
	TAX 
	TRANSFER 
	All

	Male
	0.46 
	0.40 
	0.43 

	
	(0.50)
	(0.50)
	(0.50)

	White
	0.44 
	0.56 
	0.50 

	
	(0.50)
	(0.50)
	(0.50)

	Semester
	4.02 
	2.92 
	3.47 

	
	(2.66)
	(2.29)
	(2.53)

	EconMajor
	0.29 
	0.24 
	0.26 

	
	(0.46)
	(0.43)
	(0.44)

	EconCourses
	1.96
	1.29
	1.63

	
	(2.75)
	(1.90)
	(2.38)

	Household Income
	2.59 
	2.92 
	2.75 

	
	(1.64)
	(1.52)
	(1.58)

	Democrat
	0.54 
	0.49 
	0.51 

	
	(0.50)
	(0.50)
	(0.50)

	Liberal
	5.02 
	4.80 
	4.91 

	
	(1.08)
	(1.08)
	(1.08)

	Number of obs.
	52
	52
	104



Notes: Standard deviations are reported in parentheses. Proportion tests or t-tests were used to test the difference of means. None of the means are significantly different at the 10% level with the exception of Semester, for which the p-value is 0.03. Male is a gender dummy which equals 1 if the subject is male and 0 otherwise. White is an ethnic dummy which equals 1 if the subject is white and 0 otherwise. Semester is the number of semesters the subject has completed when participating in the study. Economics Major is a dummy which equals 1 if the subject majors in economics or a joint major of economics and related field (e.g., mathematics) and 0 otherwise. EconCourses is the number of economics courses the subject has taken when participating in the study. Household Income is an ordinal variable which equals 0 if the subject reports his or her annual household income is below $10,000, 1 if between $10,000 to $49,999, 2 if between $50,000 to $99,999, 3 if between $100,000 to $149,999, 4 if between $150,000 to $200,000, 5 if above $200,000. Democrat is a dummy which equals 1 if the subject reports his or her political inclination to be Democrat and 0 if Republican, Independent, other, or don’t know. Liberal is the subject’s self-reported political ideology on a scale between 1 (conservative) to 7 (liberal). Three observations are missing for White, two for Household Income, one for Democrat, and one for Liberal.







1

