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Appendix A: Time Flow and Equilibrium Strategies

We start with an overview of the game. Denote the amount of money available in IF at the end of period t by  and let the status variable  be a dummy equal to 1(0) if i invested (did not invest) in period t. Note that the vector of ’s has the following structure.  for all , where t' is the period in which i invests for the first time . After t', the first period t'' in which  is the period in which i withdraws. Hence, . Finally, due to the no reinvestment restriction,  for all t > t''. The following overview summarizes the structure of the game. 

	Period 0
	Nature invests , all  informed; 

	Period 1
	 choose 

	
	 choose 

	
	; 

	Period t
	all  informed of  and 

	
	 choose , unless previously withdrawn

	
	if , bankruptcy occurs 

	
	Otherwise,  who withdraw in t receive their investment and  choose , unless previously withdrawn

	
	if , bankruptcy occurs

	
	otherwise, ; 




In this multi-stage game of incomplete information, a strategy is a complete plan of action. To start, consider the case where every player invests Y in every period. As a consequence, bankruptcy occurs and the remaining funds are distributed evenly. Each investor then earns . In general, this is not an equilibrium, however. To see this, assume for this situation that bankruptcy occurs in period T. Furthermore, assume that T is large enough that in period T-2 all subjects know with certainty that the amount of interest paid is larger than .[footnoteRef:1] T is implicitly determined by the conditions that  [1:  For the parameters of our experiment this will always be the case. This assumption ensures that there is no uncertainty about whether or not bankruptcy will occur, only about when it will occur.] 


(1) the available funds were sufficient for interest payments in T – 1: ;
(2) the available funds are insufficient for interest payments in T: . 

Next, consider the possibility that an investor withdraws her investment before period T. In many cases, a profitable withdrawal in  –sacrificing one period of interest in order to withdraw before bankruptcy– will be possible. In other cases, withdrawal in  will cause bankruptcy in that period. Instead, consider withdrawal in , where two periods of interest are sacrificed. We will determine when this is feasible (i.e., there are enough funds available for her withdrawal and interest payments to all others in ) and profitable (i.e., this strategy pays more than staying in the fund until ). 
First consider the feasibility of withdrawing in . Because we are assuming that everyone else stays in the scheme, what is needed is that the total amount of funds is sufficient to pay  periods of interest to everyone else, and  periods of interest plus the total investment to the investor withdrawing. Hence, 

.

Because of (1), a sufficient condition for the feasibility of withdrawal in  is that .
As for profitability of withdrawal in , note that this yields a payoff of . Comparing this to the bankruptcy payoff shows that withdrawal in  is profitable when 

. 

With (2), a sufficient condition for profitable withdrawal in  is , or . 
Hence, when , the situation where everyone stays in until bankruptcy is not an equilibrium because any single investor can earn more by withdrawing in . In our experiments r and N are always such, that this condition is fulfilled.
Similarly, no outcome can be an equilibrium if all investments are withdrawn and more than  is left in the fund (because a single investor can increase her earnings by investing one more period). For example, no investments at all is not an equilibrium.
Next, we derive an equilibrium for the game in quasi-symmetric strategies, i.e., symmetric strategies within the group of informed traders and symmetric strategies within the group of uninformed traders (e.g., Palfrey and Rosenthal, 1983). First, note that any strategy that postpones investment until a period  is weakly dominated by a strategy that starts investing in . An investor starting in t can unilaterally switch to investing in periods 1..t-1 and, if necessary, withdrawing earlier. As a consequence, she will possibly earn more periods of interest and will certainly not earn fewer. Therefore, in equilibrium, players that invest will do so starting in period 1. To describe the equilibrium, we use the following definitions. 

	
	
	Aggregate interest paid in periods 

	
	
	Max integer # periods that interest can be paid to all, out of 

	
	
	Max integer # periods that interest can be paid to all, out of 

	
	
	Max integer # periods[footnoteRef:2] that interest can be paid to all, out of  [2:  Note that tp<tχ<tq.] 


	
	
	integer # investment periods (that maximizes ex-pected earnings of , given prior distribution of  and assuming that all investors will invest at least as long

	
	
	tU, if realized  is insufficient to pay interest to all  for  periods
otherwise, maximum integer # periods () for which  is sufficient to pay interest to all  for  periods and to  thereafter



Ponzi condition	
The Ponzi condition is defined as the situation where  plus investments by all of the uninformed is sufficient to pay interest to all investors for at least  periods. In other words: . If the Ponzi condition is fulfilled, it is possible for the interest payments in the first  periods to be made without using the investments of the informed. If the informed can withdraw before the uninformed do, they can get their investments back.
 
Simple Ponzi game 
We call the Ponzi game simple, if  that yield . In words, a Ponzi game is simple, if the realized values of  that are more than enough to pay  periods of interest to all investors can be divided (as interest) to the informed investors in the periods +1… without leaving any residual.[footnoteRef:3]  [3:  Simple Ponzi games simplify the analysis considerably, without affecting the essential features of the game. The games we use in our experiments are simple.] 

Next, we consider the following quasi-symmetric strategies. 

 uninformed 
The uninformed start investing in period 1. They withdraw in period +1, unless they observe at least one informed investor withdrawing in , in which case they withdraw in . Formally:

	Period
	For 

	
	

	1
	invest if >0; do not invest if =0

	
	invest if all invested in ; withdraw if any  withdrew in .

	
	withdraw



 informed
The informed start investing in period 1. They withdraw in , unless some uninformed withdraw before . Recall that , when . If some  withdraw before , money is saved and the informed stay in as long as  is sufficient to pay interest to all remaining investors. Formally:

	Period
	For 

	
	

	1
	invest if >0; do not invest if =0

	
	invest if all invested in ; invest if at least one withdrew in some  and  is sufficient to pay interest to all remaining investors in ; withdraw if at least one withdrew in some  and  is insufficient to pay interest to all remaining investors in  

	
	invest if no  invested in ; invest if at least one  invested in  and  is sufficient to pay interest to all remaining investors in ; withdraw if at least one  invested in  and  is insufficient to pay interest to all remaining investors in 

	
	invest if ; withdraw if 



This yields the following result.

Result
Consider a simple Ponzi game that satisfies the Ponzi condition.
I. The set of strategies  constitutes a Bayesian-Nash equilibrium.
II. In equilibrium,  is the integer in  closest to .

Proof 
I. As discussed in the main text, investing in period 1 is a weakly dominant strategy to all players that wish to invest. 

QS (I) is a best reply 
If  then no informed investor has a reason to withdraw at a different time than . As long as all informed stay in, so will the uninformed. Because of the Ponzi condition, the informed are getting interest payments out of the uninformed investments, and not out of their own. Because bankruptcy will occur if the uninformed were to withdraw in  (which is what their stratege prescribes), the informed withdraw at the latest possible opportunity, i.e., . 
If , all informed investors will stay in as long as the amount of money left in excess of investments is enough to pay interest to all informed (note that the uninformed will have withdrawn in the earlier period ). Because the game is simple, the fund is exactly depleted when the informed withdraw at .[footnoteRef:4]  [4:  This is the main reason for assuming a simple game. If the amount remaining were positive and sufficient to pay interest to a strict subset of the informed investors, a game of chicken would occur between the informed players (similar to the situation described in Sadiraj et al. 1997). This additional subgame does not add anything substantial to the present analysis. To avoid it, we assume a simple game.
] 


QS (U) is a best reply 
Given the definition of , it is straightforward that it is a best reply to  Note that calculation of  requires a belief about the distribution of . As long as the informed stay in, the uninformed have no reason to update their prior. If any informed were to withdraw in , the belief is updated such that and the uninformed maximize expected earnings by withdrawing at . 
What remains to be shown is that  is a best reply to other uninformed investors using  This follows straightforwardly from the way in which  is defined (see II, below). Because the calculation assumes that the other uninformed stay in at least as long as the uninformed investor under consideration, a deviation to a period before  is not profitable because  is optimal. A unilateral deviation to a period later than  can never be profitable because this would mean that the investor carries the complete burden of the informed investors' interest payments when  is low. 

II.
Determining tU
Recall that  is drawn from a distribution on the domain  with equal probabilities. First note that there are  discrete periods in the interval . The probability that  is large enough to pay interests to all  participants for exactly  periods, , i.e., the probability that any specific outcome in  is observed is  
If the uninformed stay in for  periods, then every round  in which interest is paid to all subjects goes at the expense of the uninformed if . A single uninformed investor’s share in these costs is . Assume risk neutrality. Define . The expected payoff from staying in for  periods () consists of the interest payments plus the (expected) part of the initial investment that is retrieved:


The first term on the r.h.s. of the first equality gives the interest earnings. The second and third terms give the initial investment minus the expected loss due to the fact that the investor has to contribute to the paying of interests if  is low. The summation gives the expected participation in interest payments for . In these cases, bankruptcy will occur when the uninformed try to withdraw in . 
Taking the derivative:[footnoteRef:5]  [5:  Strictly speaking, we cannot take the derivative to n because n is discrete, of course. Because the function is quadratic in n, we can simply optimize for continuous n and round to the nearest integer. If the optimum is ‘out of bounds’, the corresponding corner solution is the optimum. Note that the second derivative is -α < 0. Hence we are dealing with a maximum.] 




Therefore, . 
QED

This equilibrium is quite intuitive. For the uninformed, it states that they will determine the optimal length of investment, taking account of the fact that the informed may take advantage of them. Unless the informed do something out of equilibrium (i.e. withdraw unexpectedly early), their choices are not affected by the choices of the informed. The intuition underlying the behavior of the informed is that they will withdraw at the last chance before the uninformed do, if the latter are ‘overestimating’ the amount of money available. In this case, the informed will draw interest from the investments by the uninformed. If the uninformed are underestimating the amount available, the informed will stay in until  is (almost) depleted.
	The result for shows that the optimal withdrawal time is a weighted average of the minimum and maximum number of periods that  could provide interest to all investors, plus a small (i.e., less than one period) term. The relative number of informed and uninformed investors determines the weights. When there are relatively many informed investors, the uninformed get out early because a low realized value of  would cost them too much. If the  number of informed is low, the uninformed stay in long. At first sight it may seem surprising that the uninformed will stay in until  if there are no (or relatively very few) informed investors, because it is very likely that they will face a bankruptcy when they (simultaneously) try to withdraw their investments in . Nevertheless, this is the case in equilibrium. The reason is a direct consequence of the fact that the uninformed share equally in the bankruptcy payoffs. This makes a unilateral deviation from strategy  too costly. Consider an uninformed investor unilaterally withdrawing one (or a few) periods earlier. She will sacrifice one (or a few) period(s) of interest to obtain a full reimbursement of her investment. Reimbursement only occurs with a small probability, however. More likely is that the bankruptcy will happen when she withdraws. In that case there is no gain from the deviation. On the other hand, there is a positive probability that  is large enough to cover interest to all investors for  periods. By withdrawing earlier the investor will decrease her earnings in this case.  

Summarizing, the equilibrium has the following characteristics. 
(1) All investors stay in the scheme for at least  periods. The uninformed investors always withdraw in , whereas the informed stay in longer for realizations of  that are large enough. 
(2) For low draws of  a Ponzi situation will occur, where investments of some participants (the uninformed) are used to pay interest to others (the informed). Note that this implies that rational Ponzi schemes may occur.
(3) Because of (1), in equilibrium, the behavior of the informed does not affect the withdrawal period of the uninformed.  
(4) Through  and ,  is a non-increasing function of the interest rate . 
(5) For constant, an increase in the number of informed  yields a decrease in . 
(6) The equilibrium is efficient:  is depleted completely.
(7) In equilibrium the expected payoff is higher for the informed than for the uninformed.




Appendix B: Experimental Parameters and Predictions

In this appendix we present the values of key variables in our theory that follow from the parameters chosen in the experimental design. The values of  and  depend on  and , which vary across treatments, but they do not depend on . In Hi1 and Hi8, the value of  was chosen from the set {1600, 2400, 3200, 4000, 4800} when  and  of the values of this set when . In Lo1I and Lo8I the set was {1600, 2000, 2400, 2800, 3200, 3600, 4000, 4400, 4800} when  and again  of the values of this set when .  Given these values, we can determine , , and  for each of our sessions and  and  for each draw of  in each session. Table B1 presents these numbers. 


	Hi1-12: 

	
	1200
	1800
	2400
	3000
	3600

	
	2
	3
	4
	5
	6

	
	2

	
	6

	
	6

	
	6
	6
	6
	6
	6

	Hi8-12: 

	
	1200
	1800
	2400
	3000
	3600

	
	2
	3
	4
	5
	6

	
	2

	
	6

	
	4

	
	4
	4
	4
	6
	8

	Lo1-12: 

	
	1200
	1500
	1800
	2100
	2400
	2700
	3000
	3300
	3600

	
	4
	5
	6
	7
	8
	9
	10
	11
	12

	
	4

	
	12

	
	12

	
	12
	12
	12
	12
	12
	12
	12
	12
	12

	Lo8-12: 

	
	1200
	1500
	1800
	2100
	2400
	2700
	3000
	3300
	3600

	
	4
	5
	6
	7
	8
	9
	10
	11
	12

	
	4

	
	12

	
	8

	
	8
	8
	8
	8
	8
	10
	12
	14
	16

	Hi1-16: 

	
	1600
	2400
	3200
	4000
	4800

	
	2
	3
	4
	5
	6

	
	2

	
	6

	
	6

	
	6
	6
	6
	6
	6




	Hi8-16: 

	
	1600
	2400
	3200
	4000
	4800

	
	2
	3
	4
	5
	6

	
	2

	
	6

	
	4

	
	4
	4
	4
	6
	8

	Lo1-16: 

	
	1600
	2000
	2400
	2800
	3200
	3600
	4000
	4400
	4800

	
	4
	5
	6
	7
	8
	9
	10
	11
	12

	
	4

	
	12

	
	12

	
	12
	12
	12
	12
	12
	12
	12
	12
	12

	Lo8-16: 

	
	1600
	2000
	2400
	2800
	3200
	3600
	4000
	4400
	4800

	
	4
	5
	6
	7
	8
	9
	10
	11
	12

	
	4

	
	12

	
	8

	
	8
	8
	8
	8
	8
	10
	12
	14
	16


Table B1: Key Variables in the Experiment

Various things can be noted from this table. First of all, the Ponzi condition is fulfilled. For example, in Hi8-16, the total amount of interest (0.2*250=50 per investor per period) paid in equilibrium () is 4 (periods) x 16 (investors) x 50. = 3200 cents. The total investment of the uninformed is . Even with the lowest realization of  (1600) this covers the interest payments (), so the informed can withdraw in period 5 without causing bankruptcy. Subsequently, the uninformed will try to withdraw in period 5 (which is ) and with this draw of  bankruptcy will occur and they will divide amongst themselves. Second, for all of the parameter configurations, the games are simple. If  is large enough to keep the informed in after , then  is exactly depleted when the informed withdraw in . Third, we have changed the sets from which  is chosen between N=12 and N=16. We did this to achieve identical equilibrium predictions for the sessions with equal  and . Fourth, in equilibrium, all subjects will keep their money invested in the fund until and including  in the Hi1 () and Lo1 () sessions. In Hi8 and Lo8 the uninformed will stay in until halfway between  and  and the informed will do the same for low draws of  but stay in longer for high draws. Finally, a Ponzi situation arises in equilibrium for low draws of  in every treatment. For example, when ,  is depleted after 2 (4) rounds when the interest is high (low) and the interest is paid out of investments until the informed are the first to withdraw in .

The results in Table B1 yield the comparative static predictions listed in the main text. 




Appendix C: Instructions 
(for N=16, r=0.1, 1 type A – other instructions available on request)

Introduction
Welcome to this experiment on decision making. In this experiment, you may make money. How much you earn depends on your own decision and on the decisions of other participants. The money will be paid to you at the end of today’s session, personally and separated from other participants. Your decisions will remain anonymous. They will not be linked to your name. You will find an envelope on your desk. Please do not open this until instructed to do so.

Structure of the Experiment
The experiment consists of 8 rounds. Each round can be considered as a separate decision making environment, independent of other rounds. Each round consists of multiple periods. The number of periods depends on your decisions. 

The 16 participants have been randomly appointed to 2 types. We call these type A and type B. Today there are 1 participant of type A and 15 of type B. In all rounds you will remain to be the same type. We will announce your type later. You do not know the type of any other participant. Shortly, we will explain the difference between type A and type B.

Choice and Earnings
In every period of a round, you must make a decision. How this is done will now be explained. Your earnings in a round depend on your de decisions and those of others. Earnings are depicted in cents.

You must decide in each period about whether or not to invest in a fund. Anyone who has invested in the fund will receive an interest payment from the fund. At the start of every new round a new fund will be started, in which one can invest. At that point all funds from previous rounds will be closed.

In every round, the fund will begin with a starting capital that is independent of the investment decisions of the participants. This means that we put this money in the fund. We have randomly chosen a starting capital from the possible values {1600, 2000, 2400, 2800, 3200, 3600, 4000, 4400, 4800} cents. Each of these values has an equal chance of being chosen. A new starting capital is chosen each round, independent of previous rounds. The chosen amount is only revealed to players of type A. This is done at the start of the round. Type B players therefore do not know which starting capital was chosen.

A round starts with ‘period 1’. The decision to make in this period has 2 alternatives: Do or do not invest your money in the fund. Everyone has 250 cents to invest or not. You can only invest it all, or nothing, investing only part of it is not allowed. At the end of this period 1 you will receive 10% interest over your investment (that is, 25 cents), if you invested. If you did not invest, you will receive no interest. After this, period 2 starts.

In period 2, if you did not invest in the first period, you must decide again whether or not to invest in the fund. If you had already invested in the first period, you must now decide whether or not to withdraw your money from the fund. You cannot invest your income from interest in the fund. At the end of period 2, everyone who has her or his money invested in the fund at that point receives 25 cents. After this, period 3 starts.

In period 3 the decision options are the same as in period 2. 

If you withdraw your money from the fund, you will receive no interest in that period and you may not participate in subsequent periods. The round is then over for you. The number of periods in any round depends on your decisions and those of the other participants. A round may end for various reasons. These are:

1. If nobody invests in the fund in 3 successive periods. The first 5 periods are always completed, however;
2. If everyone has invested in the fund and has subsequently withdrawn this investment (in this case nobody may invest anymore);
3. If the fund has insufficient money (from starting capital plus investments) to make payments. This will be explained shortly.

After every period, we will announce how many participants, split by type, have invested in the fund. This may be because they invested in the current period or because they have not yet withdrawn an investment made in a previous period. The round ends after the final period. The next round is started with the same allocation of types. 

Types
As mentioned, there are two types: type A and type B. Type A are participants with precise information on the starting capital. Because they also know how many participants had invested in the previous period, they know how much money is in the fund at the time they make their decisions. 

Another difference between the types is the moment at which they make a decision. Type A is the first to decide in every period. After all players of type A have decided, they wait until type B players make a choice. If a type A player decides to withdraw the investment, the money is returned before type B players make their decisions for that period. 

Type B players make their choice after players of type A have decided. At this point, they do not know what the decisions by players of type A were.

Your type is given in the envelop on your desk. You may now open this envelop.

In summary, the structure of a period is as follows. 

1. At the start it is known how many participants of each type had their money invested in the fund in the previous period;
2. The type A participants decide whether or not to invest or withdraw;
3. If there are type A participants who wish to withdraw, their investment is returned from the fund;
4. The type B participants decide whether or not to invest or withdraw;
5. To type B participants who wish to withdraw, the fund pays back the investment and interest is paid to all participants (types A and B) who still have money invested in the fund.

Thus, there are two moments where the fund pays out: after type A players have decided (only if there are type A players who wish to withdraw) and at the end of the period (to pay withdrawing type B players and interest).

At both points in time, it is checked whether there is enough money in the fund to conduct the payments. If so, payment is done. If there is insufficient money, the round ends immediately. Any money left in the fund is equally divided amongst all participants who have still invested in the fund. Note that this is done independently of what the participants would have wanted to do in that period.

Information
As mentioned, the information received depends on your type. We discuss below how the information appears on your monitor. 

Type A’s are told how much money was in the fund at the end of the previous period and how many type A and type B participants had invested in the fund in the previous period. At the beginning of period 1, they see the starting capital. 

Type B’s are only told how many type A and type B participants had invested in the fund in the previous period.

Your Monitor
We will now briefly describe the parts of your computer monitor as it will appear later. 

At the top-right, you will see a window with information about the numbers of type A and B participants that had money invested in the fund in the previous period. You will see two numbers per type (X/Y). The first (X) is the number that has invested and the second (Y) is the total number. Thus, X/Y means that X of the Y participants of that type had their money invested in the fund in the previous period. If you are of type A, you will also see how much money was in the fund at the end of the previous period.

At the center of your monitor, you will see a window in which you make your decisions. After you have indicated whether you want to invest or withdraw, you will be asked to confirm your decision. This confirmation will not be asked for the decision to leave invested money in the fund or to leave uninvested money out of the fund. This window also shows what is going on at moments where you have no decision to make.

At the left top is information about the round, period, and your earnings thusfar. These earnings are split in: total from previous round, total from previous periods in the current round and earnings in the current period. The earnings form the current period are determined at the end of the period and therefore appear on your monitor only briefly.

Finally, the lower half of your monitor shows a brief summary of these instructions. 

In any given period, your earnings could be the following amounts:

	250 cents in period 1
	(this is what we give you to invest) if you do not invest

	250 cents
	in a period in which you withdraw your investment

	25 cents
	interest in a period in which you have invested 250 cents in the fund

	0 cents
	if you have no money invested in the fund

	another amount
	if there is insufficient money in the fund to make required payments en the remaining money is divided amongst the investors



End
This brings us to the end of these instructions. We will give you a few more minutes to read them through. If you have any questions, please raise your hand. After everyone has finished, we will start with the experiment.

If you are ready, please wait quietly until everyone has finished. 


Appendix D: Additional Figures

This appendix, shows the session averages underlying figure 2 of the main text. In all cases, lines show for each period the fraction of participants with investment in IF. Each line presents the average across the eight rounds of a session. For high interest rate sessions time is rescaled in the way explained in the main text. To start, Figures D1 (low interest rate) and D2 (high interest rate) split the average session survival functions according to the number of informed voters.

Figure D1. Survival Rates with Low Interest


Figure D2. Survival Rates with High Interest


The same sixteen survival functions are organized according to the interest rate in Figures D3 (1 informed voter) and D4 (8 informed voters).
Figure D3. Survival Rates with 1 Informed Investor


Figure D4. Survival Rates with 8 (6) Informed Investors



Appendix E: Learning Effects

To investigate whether any learning took place across rounds, we compare the survival functions in the first 4 rounds with those in the rounds 5-8. The realized values of  also affect the duration of investment, however. Note from table 1 of the main text that the realized values in rounds 4-8 were on average higher and had a lower variance than in rounds 1-4. The higher average is expected to cause a shift to the right of the survival functions. The lower variance should not affect them, because we aggregate across the four rounds. Hence, any change in the location of the functions may be attributed to either learning or the realizations of . Any change in the variability of the functions can be attributed to learning. 
Figures E1 and E2 provide the survival functions split for rounds 1-4 and 5-8 for the sessions with 1 and 6 (8) informed subjects, respectively. These figures combine the results for low and (rescaled) high interest cases. At first sight it appears that an important difference between the first and last four rounds is that there is less variance in the latter case. In the last four rounds, the survival functions are clustered closer together, both with 1 informed and with 6 (8) informed. We conclude that some learning is taking place across rounds. Judging from the figures, however, there does not appear to be a shifting in the location of the functions. This might mean that no learning is taking place and no adjustment to higher values of  or that these two effects offset each other. In the latter case, learning would be making investors withdraw earlier but this effect is compensated by longer investments as a consequence of the higher  realizations. Our design does not allow us to draw further conclusions. 

Figure E1. Survival functions first four and last four rounds; 1 informed Figure E2. Survival functions first four and last four rounds; 8(6) informed
Appendix F: Alternative Estimation Procedure	

In this appendix we provide the results of the hazard function estimations where we estimate coefficients for the complete data set, while using dummy variables to interact treatments with coefficients.

To start, we provide estimated coefficients of:

,						(F1)

where  are treatment dummies Lo1, Lo8, Hi1, and Hi8 and  indicates being an informed investor in each of these treatments. Other coefficients and variables are defined in the main text. Errors are clustered at the session level. Table F1 gives the estimation results for this model.

Table F1: Coefficients, Model 1 
	
	Lo1
	Lo8
	Hi1
	Hi8
	All

	
	–4.70***
	–5.15***
	–6.43***
	–6.09***
	–5.46***

	
	–3.79***
	–2.86***
	–4.33***
	–4.11***
	–3.68***

	
	–1.91***
	–1.53***
	–2.46***
	–2.25***
	–2.12***

	
	–1.73***
	–0.53***
	–1.69***
	–1.43***
	–1.49***

	Type
	       0.49             
	       0.18**
	       0.33**
	0.52***
	0.55***

	 chosen
	–0.56***
	–0.75***
	–0.46***
	–0.58***
	–0.57***


Notes. Cells in the second to fifth columns give the coefficients estimated for eq. (E1), with robust standard errors clustered at the session level. Time is rescaled for the high interest sessions. The final column gives the model estimates under the restriction that coefficients are the same across treatments. ***(**) indicates statistical significance at the 1%- (5%-) level.

[bookmark: _GoBack]A comparison of Table F1 to Table G1 in Appendix G shows that the differences are small, albeit that higher significance levels are observed here. As reported in the main text, the coefficients show an increasing hazard rate over time, in all treatments. All differences , , and  are statistically significant at p<0.01. The results with respect to Type and  are also the similar to those reported as in the main text and Appendix G. 

Table F2 reports the results of tests of treatment effects using model (F1). 

Table F2: Treatment effects 
	
	
	
	
	
	Type
	

	Hi vs. Lo
	
	
	
	
	
	

	p-value
	<0.01
	<0.01
	<0.01
	0.32
	0.17
	0.84

	Reject H0
	Yes
	Yes
	Yes
	No
	No
	No

	1 vs. 8
	
	
	
	
	
	

	p-value
	0.63
	0.06
	0.29
	<0.01
	0.07
	0.80

	Reject H0
	No
	No
	No
	Yes
	No
	No


Notes. Cells give t-test results for the coefficient of an interaction term that distinguishes between coefficient values for the treatmen concerned.  depicts the baseline hazard from period t1 to t2; Type is 1(0) for the (un)informed; the  chosen varies across rounds but is the same across sessions.

These results are similar to those reported in the main text (details are in Table G2 of Appendix G), albeit that, again, the statistical power is somewhat higher here.
For model 2, we estimate regression model (F1) only for the uninformed. For this reason, we drop the variable depicting the chosen  (which the uninformed do not know) and the dummy variable distinguishing between types. We add a variable ‘Herd’ that gives the fraction of the informed that withdrew in the previous period. This variable is interacted with the treatment dummies. The observed coefficients for this variable are given in table F3. 
Table F3: Herding 
	
	Lo1
	Lo8
	Hi1
	Hi8

	Herd
	–0.584***
	2.526***
	0.815***
	1.079


Notes. The variable ‘Herd’ measures the fraction of informed that withdrew in the previous period. Coefficients are estimated for each treatment by interacting Herd with a treatment dummy. ***indicates statistical significance at the 1%- level.

For model 3, the estimation of regression model (F1) is done only for the informed. We again drop the type dummy. As explained in the main text,  is now split into two variables, depending on whether it is higher or lower than the equilibrium withdrawal period for the uninformed, tU. The estimated coefficients are given in Table F4. 

Table F4: The Informed
	
	Lo1
	Lo8
	Hi1
	Hi8

	
	–0.882**
	–0.666***
	–0.527***
	–0.525***

	
	
	–0.955****
	
	–0.782***


Notes. The variable and  measure, respectively, , and . Coefficients are estimated for each treatment by interacting and   with a treatment dummy. ***(*) indicates statistical significance at the 1%-(10%-) level.


Appendix G: Hazard Function Results

In this appendix we first give the coefficients estimated for the three models of investment behavior as described in the main text. For  of eq. (1) in the main text we estimate four distinct coefficients by dividing the periods in (1) the ‘risk free’ periods where  is large enough to pay interest to all subjects (periods 1-4 with low interest and periods 1-2 with high interest); (2) the ‘low risk’ periods 5-8 (low interest) or 3-4 (high interest); (3) the ‘high risk’ periods 9-12 (5-6); (4) the periods where it is certain that  is insufficient to cover interest payments to all subjects (beyond 12 for low interest and beyond 6 for high interest). Note that the ‘riskiness’ of a period derives directly from the uncertainty that the uninformed have concerning . Each of these sets of periods is represented by a binary variable in our regressions. Table G1 gives the average (across sessions) values of the coefficients estimated for model 1 of the main text. 

Table G1: Average Coefficients, Model 1 
	
	Lo1
	Lo8
	Hi1
	Hi8
	All

	
	–4.68
	–5.60
	–6.20
	–5.97
	–5.61

	
	–3.96
	–3.00
	–4.35
	–4.24
	–3.89

	
	–1.99
	–1.59
	–2.50
	–2.29
	–2.09

	
	–1.50
	–0.46
	–1.67
	–1.44
	–1.27

	Informed
	0.66
	0.25
	0.36
	0.54
	0.45

	 chosen
	–0.53
	–0.86
	–0.56
	–0.65
	–0.65


Notes. Coefficients are estimated per session, using data from all individuals across all rounds. Numbers give the average coefficient across the four sessions in the treatment depicted by the column heading.  depicts the baseline hazard from period t1 to t2; Informed is 1(0) for the (un)informed; the  chosen varies across rounds but is the same across sessions.

The estimates for  to represent a ‘pure time’ effect in the sense that they indicate a baseline hazard that varies only across (groups of) periods. Comparison across the four average coefficients within a treatment allows us to see how the hazard rate develops as the risk of depletion of  increases. This shows a monotonic increase in all sessions, implying an increasing baseline probability of leaving the scheme as time passes. For each of the time coefficients in the final column (‘All’) we have 16 observations (one for each session). To check whether these coefficients significantly differ we use Wilcoxon signed ranks test on these 16 observations. These show that the differences , , and are all significant at the 1% level. We conclude that the conditional probability of withdrawing increases over time.
The positive coefficients for Informed indicate that, ceteris paribus, the hazard rate is higher for this group. In other words, the informed are more likely to withdraw. This counterintuitive result may be due to the fact that (as we will see below) the uninformed closely follow the behavior of the informed. The structure of the game is such that there is a one period delay between the moment an informed withdraws and the moment this is noticed by the uninformed. 
The negative value for  means that a higher draw yields a lower probability of withdrawal. In line with intuition, the informed stay in longer when there is more external money. Whether the behavior of the informed is in line with our benchmark equilibrium is tested in more detail in model 3 in the main text.
We use the estimates of model 1 for an additional test of treatment effects. We once again use sessions as the units of observation. This allows us, for example, to compare the average coefficient in Hi (based on eight observations) to that in Lo (also eight observations), and similarly for 1 and 8(6) informed. For this purpose we use Mann-Whitney tests for the hypotheses whether or not the , Informed and  coefficients under pairs of treatments are identical. Table G2 gives the results. This shows significant differences (at the 5% level) 

Table G2: Treatment effects (Mann Whitney)
	
	
	
	
	
	Informed
	

	Hi vs. Lo
	
	
	
	
	
	

	p-value
	0.10
	0.03
	0.02
	0.11
	0.51
	0.57

	Reject H0
	No
	Yes
	Yes
	No
	No
	No

	1 vs. 8
	
	
	
	
	
	

	p-value
	0.63
	0.23
	0.28
	0.05
	>0.99
	0.13

	Reject H0
	No
	Yes
	No
	Yes
	No
	No


Notes. Coefficients are estimated per session, using data from all individuals across all rounds. Cells give Mann-Whitney test results for average coefficient comparisons across treatments.  depicts the baseline hazard from period t1 to t2; Infomed is 1(0) for the (un)informed; the  chosen varies across rounds but is the same across sessions.

between high and low interest sessions for the ‘risky’ periods 5-8 and 9-12. Similarly, there is a significant difference between 1 and 8 informed in the periods beyond 12, where it is certain that interest is being paid out of participants’ investments.[footnoteRef:6] Though not rational (because time rescaling equalizes the risks) the former result is somewhat intuitive; it indicates that high interest payments might make participants take more risks and postpone their withdrawal. The result that investors are less likely to leave after round 12 when there is only one informed player than when there are eight might indicate that uninformed players in the latter case are more afraid of the informed players causing bankruptcy by withdrawing. To better understand such results, we consider both types separately in models 2 and 3 of the main text. [6:  The statistical power is larger when using the alternative method of Appendix F. There, the differences between high and low interest for , , and  are all significant at the 1%-level, as is the difference between 1 and 8 (6) informed for .] 
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hi8(1-4)	1.0	0.99230769	0.99230769	0.98461538	0.98461538	0.95384615	0.95384615	0.85384615	0.85384615	0.72307692	0.72307692	0.48461538	0.48461538	0.46153846	0.46153846	0.35897436	0.35897436	0.35897436	hi8(1-4)	1.0	0.99222798	0.99222798	0.98704663	0.98704663	0.97409326	0.97409326	0.9015544	0.9015544	0.8134715	0.8134715	0.73834197	0.73834197	0.68522384	0.68522384	0.59993847	0.59993847	0.53459864	hi8(1-4)	1.0	1.0	1.0	1.0	1.0	0.5	0.5	0.5	0.5	0.5	0.5	0.0	0.0	0.0	0.0	0.0	0.0	0.0	hi8(1-4)	1.0	0.98275862	0.98275862	0.95517241	0.95517241	0.93448276	0.93448276	0.8862069	0.8862069	0.82413793	0.82413793	0.72758621	0.72758621	0.61424363	0.61424363	0.50860938	0.50860938	0.42975521	lo8(1-4)	1.0	1.0	1.0	0.5	0.5	0.5	0.5	0.5	0.0	0.0	0.0	0.0	0.0	0.0	0.0	0.0	0.0	0.0	lo8(1-4)	0.99612403	0.99612403	0.96124031	0.84883721	0.69379845	0.65116279	0.61928769	0.59113825	0.5378389	0.36825006	0.2289122	0.16919597	0.15138587	0.15138587	0.15138587	0.15138587	0.15138587	0.15138587	lo8(1-4)	0.98979592	0.97959184	0.92857143	0.89795918	0.82653061	0.81632653	0.7755102	0.73469388	0.68367347	0.65306122	0.57142857	0.52040816	0.45102041	0.42095238	0.34202381	0.31571429	0.27625	0.27625	lo8 and Hi 8 (rounds 1-4)	0.96907216	0.93814433	0.90721649	0.88659794	0.86082474	0.81443299	0.7371134	0.65463918	0.55670103	0.46305039	0.42579346	0.33948398	0.21778217	0.16828623	0.13858866	0.10394149	0.057745273	0.046196219	hi8 (5-8)	1.0	0.99193548	0.99193548	0.99193548	0.99193548	0.92741935	0.92741935	0.72580645	0.72580645	0.40322581	0.40322581	0.33064516	0.33064516	0.26864919	0.26864919	0.24178427	0.24178427	0.19342742	hi8 (5-8)	1.0	0.98387097	0.98387097	0.93548387	0.93548387	0.86290323	0.86290323	0.66129032	0.66129032	0.48387097	0.48387097	0.2937788	0.2937788	0.2203341	0.2203341	0.17626728	0.17626728	0.088133641	hi8 (5-8)	0.98913043	0.95652174	0.95652174	0.93478261	0.93478261	0.82608696	0.82608696	0.65217391	0.65217391	0.41304348	0.41304348	0.27142857	0.27142857	0.16703297	0.16703297	0.13362637	0.13362637	0.13362637	hi8 (5-8)	1.0	1.0	1.0	0.98913043	0.98913043	0.95652174	0.95652174	0.84782609	0.84782609	0.64130435	0.64130435	0.40810277	0.40810277	0.22672376	0.22672376	0.11336188	0.11336188	0.11336188	lo8 (5-8)	0.99193548	0.99193548	0.99193548	0.98387097	0.93548387	0.77419355	0.62096774	0.56301075	0.47504032	0.36947581	0.22872312	0.13195565	0.079173387	0.026391129	0.013195565	0.013195565	0.013195565	0.013195565	lo8 (5-8)	0.98387097	0.98387097	0.97580645	0.9516129	0.91935484	0.88709677	0.7983871	0.62903226	0.54032258	0.44288736	0.31772354	0.24069965	0.16744324	0.15697803	0.14576532	0.11212717	0.044850867	0.044850867	lo8 (5-8)	0.97826087	0.95652174	0.91304348	0.88043478	0.84782609	0.80434783	0.72826087	0.67391304	0.57608696	0.48745819	0.4642459	0.32770299	0.12288862	0.081925747	0.054617165	0.018205722	0.018205722	0.0	lo8 and hi 8 (rounds 5-8)	1.0	0.98913043	0.98913043	0.9673913	0.95652174	0.89130435	0.7826087	0.66304348	0.57608696	0.47589792	0.29913584	0.13597083	0.10575509	0.10575509	0.10575509	0.07931632	0.03965816	0.03965816	
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