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ABSTRACT

This dissertation is concerned with the process by which social
actors conceal information about the true level of their profits in ex-
change interactions, so that they may deviate from a norm of fairness calling
for equality of subjective profits to the parties in an exchange. Two
factors are posited to act as constraints on the potential advantage of
information control -- a preference by social actors for reliable infor—
mation that allows comparison with exchange partners; and the availability
of alternative exchange partners who do not conceal their resources.

In this context, we outline six exchange situations characterized
by different distributions of information (symmetric and asymmetric), and
by different numbers of alternatives. One case, involving asymmetric in-
formation and several alternative exchange partners, is selected as the
focus of this study. A theory is constructed to make predictions concern-
ing the nature and direction of initiations of exchange, the perception of
advantage in information control, and the likely success of tactics of con-
cealing information about resources from potential exchange partners.

The predictions are subjected to test in an experimental study,
involving 336 subjects in 42 experiments. The results are largely supportive
of the predictions that: 1) people who can conceal their resources make
more attempts to gain advantageous exchanges; 2) people prefer to enter
exchange transactions in which they have reliable information about their
partners; and 3) people direct more initiations of exchange to others who
possess relatively large awmounts of desired resources. The few cases in
which negative evidence arose are evaluated, and attention is drawn to

aspects of the theory and experimental design in need of further investigation.
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CHAPTER 1

INTRODUCTION

Most people have expectations that social exchange typically
involves a trade of equally valued units. However, as the value assigned
to units of goods and services is subjectively determined, this leads to
the potential for social actors to conceal and distort the true value to
them of what is traded. Can people control information-about the re-
sources they possess, and those they wish to possess,to their own advan-
tage? What happens to them if they try? Is such an advantage limited to
the case in which ﬁhe person being taken advantage of has no aiternatives?
These are the questions with which this study is concerned,

First, we wish to examine the process by which actors conceal
information about the true level of their profits in exchange transactions,
so that they may deviate from a norm of fairness calling for equality of
subjective profits to the parties in the exchange; Second, we are inter-
ested in whether social actors display a preference for exchange relation-
ships in which the partner does not control information about his profits,
and the consequences of such a preference. To this end, we will construct
a set of hypotheses which have their basis in the more general theory of
social exchange. We will then see how our ideas stand up when we subject
them to test in an experimental representation of a social exchange sit-

uation.



In the present chapter, a review will be provided of the social
exchange framework, elaborating those concepts from it that are relevant to
the present study. These will include the concepts of reciprocity, fair-
ness, social prices, subjective profit, and resources. In this context,
the advantages will be considered that might accrue to the actor who can
control information about his needs and resources. Aﬁtention will be given
to the questions of when an actor is likely to desire advantage in exchange,
and under what conditions he is likely to succeed, with the use of infor-
mation control as a tactic for gaining advantage. In outlining this latter
issue, we will extend a psychological principle of a 'preference for avoid-
ing uncertainty', to argue for the existence of a preference for ekxchange
relationships in which partners to an exchange know the true level of each
other's profits. We shall argue that in the presence of alternatives aboutv
whom information is available, this preference places severe constraints

on the success of controlling information to gain advantage.

Social Exchange Theory

1
In the framework of social exchange, interaction between two or

more actors is conceptualized as a mutually reinforcing transfer of com-
modities and behaviours that are valued in specifiable ways by the parti-
cipants. An actor, Person, engages in goal-directed behaviour, requiring
interaction with others who are similarly engaged in meeting their goals.
To satisfy his needs, Person must find an Other who has what Persen wants,

and who is willing to give it up in.return for something Person has.



An Example

Consider two students, Peter and Olga. Peter is good at English,
but can barely scrape through Matﬁ. Olga, on thevother hand, is a whiz at
Math, but has never done well at English. These two students are in a
position to set up an exchange relationship. Peter can write Olga's essays,
and Olga can let Peter copy her Math problems, or, if they are more honest,
they can help one another study. But how many essays should Peter write
in return for a set of Math problems? A lot will depend on how bad Peter
perceives Olga to be at English, and on whether she can get help elsewhere.
And. Peter's perception of these things can vary. If he has never seen Olga
in an English class, and does not know her grades, Olga may be able to
convince Peter that she needs less help at English than he does at Math, or
that it takes her a great deal of effort to help him with Math problems.
If, in addition, Olga is sure that Peter is an utter dunce at Math, she
may have him at an advantage. Accordingly, she may be able to demand a
lot of help in English to make it worth her while, or to demand some addi-
tional reward, such as rides to school. Even more than in economic ex-
change, where prices tend to be standardized, the perceived worth of re-
sources (and these may range from skills and deference to concrete goods)
is somethiﬁg that can be influenced by how the actors present themselves,
and what information they ﬁake available. Let us now review how exchange
theory would describe the interaction between actors such as our imaginary

students.



The Actors in Social Exchange

>

Sfatements making up aﬁAexchangé theory of interaction are meant
to apply equally to both pértiés to a relationship, but it is easier to
frame the statements in terms of a focal person, whom we shall call P.

2

Although ‘someeexchange theorists would question the importance of giving
the actor the capacitylﬁé.calculate rewards, costs, and the probability of
receiving both, most researchers wéuld usually employ some model of P as a
decision maker (acknowledging that there are many similarities between an
exchange and‘a decision theoretic model of man). Person is assumed to be a
maximizer. He has several goals or needs, and pursues things which give
maximum satisfaction of these needs. In this céntext, P is faced with two
general problems: which needs shall he try to‘satisfy, in the near future;
and where shall he go to get the things he needs. The first involves the
way in which P assigns value to resources, and we shall address this ques-

tion below. The second involves alternatives, or opportunities for meeting

P's needs, and we shall delay this problem to a later point in the chapter.

Valuation of Resources

For purposes of discussion, we will first consider the actor, P,
-and two commodities or behaviours X and Y (such as help in Math and help in
English). So long as X and Y can satisfy some of P's needs, they constitute

resources. Reward refers to resources gained; costs are the resources fore-

gone in obtaining the reward. We designate profit as the net result when costs
3
are subtracted from rewards. Because P is a maximizer, so long as the reward



value of Y exceeds the costs in X lost in obtaining Y (i.e., so long as his
profit is positive)? P will t;ke actions to obtain Y. Such action indicates
: 4

a preference for Y over X.

What is the basis for saying that the rewards to P of Y exceed
the costs to him of X? The original source of such valuations is that P has
learned to need and like certain resources more than others, and can order
them according to how much satisfaction they give. We will not be concerned
here with how and why P has been socialized to need Y more than X, and thus
gets more reward from Y than X (as, for example, when wé say P values a
career more than marriage, or coffee more.than tea). We will assume that
although it may be difficult to ascertain what kinds of things P wants,
the researcher, and other actors, can find this out by looking at P's past
behaviour, to see what he and other people like P have pursued, and by
asking P what he values. Peter's bad grades in Math-would give us an in-
dication that he would value help in Math, and value it more than help in
English. General preference orderings based on a hierarchical ordering of
needs are likely to be relatively constant for the short run, and may be

: 5
regarded as given. We will simply assume that we have discovered a small
set of resources that P does value, and that he ranks each about equal in
importance. It is then possible to focus on a second sort of value, which
hinges on the quantity of a given resource P has received in the recent
past, relative to other resources.
6
From the psychology~of reinforcement, we know that the more P has

obtained of resource Y in the immediate past, the less value he will receive

from successive equal increments of Y. Our student Peter could not spend



endless hours getting help on Math problems from Olga, as he would eventu-
ally become satiated. Thus, the rewards to P of successive increments of Y
are assessed relative to the amounts of Y already possessed.; Further, if P
is giving up X (costs) to get Y, as his store of~X diminishes, successive
increments of X will constitute higher and higher costs to P. P will reach
a point when the costs of what he is giving up will equal the ggin of the
latest incremént of Y. When he reaches this point, he gains nothing in
“trading X for Y, or vice versa. P has reached an equilibrium, and will

7
stop, or pursue a third resource. It is a hard fact of life that P-cannot
have all the X, Y, Z, etc., that he wants, because resources are limited.
Since P desires several resources, when he has reached a certain level of
X, he will gain more by diverting his activities.to obtaining anéther valued
‘resoﬁrce. Thus, maximum'profit is obtained by getting an optimum balance
of resources. In the cases of interest to us, he does this by entering

8
intooexchanges.

Interdependence of P and O

Exchange theory makes explicit recognition of the fact that many
of the events that affect P's ability to.get what he wants depend on the’
preference and behaviour of another actor.9 In the case of Peter and Olga,
whether Peter gets his desired help in Math, and how much; , depends on whe-
ther he can mesh his needs and resources with hers.10 It is generally
assumed that an exchénge transaction will only take place if both parties
perceive that they will be better off after the exchange has taken place

than they were before it. In other words, they must both receive a positive

profit.



An egchange transaction requires two decisions: P's decision to
give up X for Y, and 0's decision to give up Y for X. Once P and O decide
they can profit from an exchange, the basic problem is to agree on how much
profit each should receive. It is obvious that the basis for exchange lies

11
in a difference in the relative valuation of each of two things by each

of two parties. We take as given that P and O both want X and Y. The in-
verse relationship between the amount of a resource possessed (the resource

base), and the subjective value of further increments of that resource, des-

cribes a value function, mapﬁing oné set of values (here, units of resources),
into another set (here, subjective rewards and costs to the actors). The
particular value function we have described allows us to assume that the

same objective amount of X or Y may have a different subjective worth to
different actors. If this were not true, there would be ﬁo room for an
increase in total subjective value through exchange -- P would gain as much
from having a lot of X, as from having a balance of X and Y.

If we further assume that the actors are aware of the value func-

tion by which rewards and costs are evaluated relative to resource base,
we have a means of handling the question of the comparison of profits in
exchange. So long as P also knows O's resource base (i.e., in addition to

knowing the value function), he is able to take the other person's point

of view to assess how much O will value given increments of X and Y in an
exchange. This process is sometimes referred to as empathy, or role taking.
The process of role taking is made easier for P if he has had experience in

a position similar to O's, or if he has had an opportunity to observe similar



actors in similar situations to O's. The simplest case holds if P can

assume that O values things in the sdme way P does (i.e., that 0 is like
12
P). The more dissimilar O is, the less accurate P is likely to be when
13
he assumes the Other's point of view. It is undoubtedly true that a

certain amount of error is usually involved in P's determination of O's

value function, but we are more interested in the consequences of P's know-

ing how O values resources, when he may or may not know O's resource_base.
P cannot easily use role-taking to determine the latter, as it is more sub-
ject to variation in short time periods. Lack of information about some-
one's resource base interferes with the comparison of profits and the
setting of terms in an exchange. Thus, in this study, we will begin with
the case in which P'é and 0's value functions are known to each other, and
these value functions aretthe same, except that there is compleméﬁta;ity of
resources possessed. This .case lends itself to experimental control. What
%;11 vary is the information actors have about resource bases,; and therefore,
what would be therelative levélsvof satiation for different resources. It
is intended that the theory will eventually be shown to apply to social
interactions where P and O do not necessarily value commodities in the same
way, and to situations in which P and O must first discover one another's
, 14 ‘

value functions.

Most exchange relationships permit .a variety of terms, in which the
profit to P and O varies. The terms of the exchange can give equal subjec-
tive profit to both, most of the profit to P and little to O, or this may

15 .
be reversed. It is important for P and O to have information about how



much each has of X and Y, to determine how far the other can be pushed

before the transaction collapses (i.e., if P or O receives zero profit).

According to Kuhn, P and O will settle at a point mid-way in the overlap
16

of their preferences. This process is captured by the concept of fair,

or equitable exchange.

Fair Exchange is No Robbery

While every actor prefers to gain as much as he can in an ex-
change, the very fact that both interactants are striving to get as much as
possible, means that there are opposing forces on any given P: P's own
preferences about his profits lead him to attempt to pay as little as pos-
sible tovO for as much as he can get, without losing the transaction. Other,
however, has the séme preference, but with regard.to O's own profits, which
éan be realized only if P gets less thaﬁ, not more than O. Under full in-
formation, we expect.the result to be some sort of compromise. This has
thé net effect of pushing negotiated social prices to a point where each ié

: , | 17 :
satisfied that he is doing as well as the other. This point we call
'fairness'. Thus, reciprocity and fairness are not seen as moral obliga-
tions on:the part of actors, but rather as a prudential -realization of what

18

is possible and necessary to accomplish one's goal. - We would alllike to
get something for nothing (as maximizers), but we do not usually act on the
expectation that this will occur. In a similar vein, Emerson states:
"What Gouldner calls the norm of reciprocity may be‘little more than the
widespread human recognition of the contingencies intrinsic to all social

19
exchange."



10

The expectation of fair exchange is well documented in the liter-
20 . .
ature on equity. In addition, studies of bilateral monopoly show that

wiﬁﬁ'full information, subjects tend to a stalemate around a fair division
21 .
of profit. In these studies, subjects had no resource base from which to
, _ 22
begin making offers, and therefore no costs. A study by W. Foddy showed

that subjects with differing resource bases tended to trade in such a way ‘
that both parties to the transaction received equal sﬁbjective profits, de-
fined relative to the-"resources they possessed. Both of these studies lend
support to the view taken here that P does not simply ‘assess outcomes on
the basis of his own profits, but that a comparison .with O's profit also

- 23
enters into his evaluation. As we have noted, such comparisons will take
into account the non-linear relationship between the value of an exchange

24

unit, and the objective amounts of such units. Empirically this means
that if P can exchange with Ol’ who has a great déal of Y, and 02, who has
lgss Y, P may pay more X to 02 than to 01, yet both tramsactions could

meet the criterion of fairmess.

Advantageous Exchange

It has been suggested, on the one hand, that P sets out to maximize
his profit, and, on the other, that as a prudential person, he is limited
by restraints of .fairness. We have assumed that exchange is typified by
2
'antagonistic cooperation', ’ where the actors must exchange to profit, but

where the terms of the transaction are in conflict. This structure of re-

wards in exchange relationships encourages in P a desire to profit more than



11

0, since this is equivalént té a desire to maximize. (There is evidence
that people are more uqcomfortgble when an unfair exchange favours Other,
than when it favours self.)26

Given that P.will:mainly have available exchange relationships
which tend toward a balance.of profits, what options are open to him to
realize'HiS'aeéiré to'oBtain EQEEfthan’ﬁouid be possible on 'a strictly
fair exchange? One obvious way is to affect real changes in the valuation
of behavioural products (e.g., P can decide he really does not need Y), or
changes in the scarcity of goods (for example, by limiting Other's sources
of X). This topic hés been dealt with in detail by other researchérs.27
If such real changes are not possible, are there any other ways that P can’
obtain more than a fair exchange would allow? Since individuals act on
the perceived rates of supply and demand, P may be able to affect the per-
ceived values and the perceived availability of resources. If so, he could
affect the perception of what is, in fact, fair. This is'possible if he

can control information that is used to assess the balance: of subjective

profits in an exchange.

Control of Information

The control of information as a tactic for increasing one's out-
28 29
comes is of interest to symbolic interactionists and exchange theorists
alike. Both frameworks are interested in the manner in which Person acts to

limit the range of behaviours emitted by O, so that O will do those things

P most prefers. P's shaping of O's perception or definition of the situation
P ping p P



12

figures large among tactics open to the actor. This may involve conceal-

ing the 'truth' about oneself from other, while trying to discover as much
30
about other as possible.

Advantageous exchange means maximization of outcome in terms

of the balance of rewards and costs for the individual. Maxi-
mization, in turn, is likeliest when the other's outcome values
for various acts of yours are known to you, but your rewards
and costs are not known to him. (Thibaut and Kelley, 1959).
Peer relations provide a good training ground for learning to
conceal one's rewards. Others should now know how important it
is to you to have a particular baseball card, or that you have a
duplicate of the one you are trading. Being too eager can re-
sult in the other's demanding higher payment for the resources
under his control, so that the ability to keep one's 'cool'
comes to have tactical value for the child.3Il:

Thus Weinstein argues that in an exchange relationship, if P can
conceal his reward aﬁd cost levels from Othef, then O cannot assess what
would constitute a fair exchange, even when O knows how P assigns value to
X and Y, when he has certain amounts of X and Y (i.e., even if he knows
P's value function). This principle has been accepted by researchers such
as Emerson, Thibaut and Kel%ey, Schelling, and Kuhn, although systematic

32. ‘
empirical support for it is lacking. But is concealment always an advan-
tagé? How does it actually work? Our purpose in the rest of this chapter
will be to explore the process in more detail, in order to delineate the
conditions under which tactics involving control of information are likely
to succeed. In order to dé this, it is first nécessary to furthef develop
the following three areas: 1) the mechanics of concealing information about
profit in exchange situations; 2) the importance of alternative exchange

relationships to the process of arriving at the division of profit in a

transaction; and 3) the desire by Other for information about P's profits.
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As we shall see, 2) and 3) can severely limit the advanfage claimed for

concealing information.

Concealing Profit in Exchange Transactions

Let us assume that P and O have discovered that their relative
valuation of X and Y are such that an éexchange will provide positive pro-
fit to both, and further, that the overlap of their préferences is 1apge
enough to allow more than one set of terms. The more P knows about how O
values Xsand Y, and what amounts of each he has, the better is he able to
compare his own gain with O's, ﬁo know the value O will attach to increments
of X and Y, and to anticipate thé sort of terms in a transaction O is
likely to consider fair and acceptable. If P can at the same time conceal
his true interests, he can argue for a larger share of the total profit,

as if it were the fair solution.

In the language of negotiation, we can say that Other would be
forced to what Bartos calls a 'soft' bargaining position, because Person
knows the point of minimum positive profit to Other. P can limit O to this
point, by pretending that he (P) will not profit by any other agreement
than the one yielding miniﬁﬁm profit to 0. If P is . not hampere& by Other
having reciprocal infdrmation,}he can adopt a "hard" strategy, involving
high initiél demands, and smaii éonceséions in negotiation.33 Where there
is full symmetric information, of course, a hard bargaining strategy on P's
part is likely‘to be met by an equally intransigent position from O.

Emerson states that if P conceals his profits from O, P will

attempt to obtain an advantageous exchange using whatever means are avail-
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abie, but he claims that "!.}when the parties make assumptions or have
knowlédge about X (the profit to be éhared), their judgements concerning
equity and distributive justice enter, probably operating as restraints

upon the use of bargaining power."34 This argues that deviation from

norms of fairness is more likely if there is secrecy, because the possibility
of sanction is lower if the deviation is not recognized.

Another aspect of the advantage for P in having asymmetric infor-
mation is that Other is not aware that P is being a hard bargainer, trying
to gain an unfair profit. Cummings, et al., and others35 have shown that a
hard initial bargaining stance by P has the effect of lowering the level of
aspiration of his opponent, and of leading to higher payoffs for P than

36

does a fair strategy. Liebert, et al. also found that a bargainer unin-

formed of P's payoffs for various agreements made use of P's initial bids -

to decide what was a reasonable agreement. In the absenge of factual in-
formation about P's resource base, O has to rely on cues emitted by P as
to P's profits, and:the minimum terms of a transaction that P will find
acceptable. Of course, it is even better fof P if O simply assumes that P
will suggest fair terms, but this is not necessary for P to have an ddvan-
tage, so long as he is the only exchange partner available to O.
37

After Kuhn, we will refer to the concealment of information
about resources and profits to gain advantage as 'iﬁformational tactics.'
Because profit varies with both rewards and.costs, this suggests two pés—

sibilities for P -~- he can concg%ifhis true rewards, his true cost, or both.
-

Let us examine these tactids in more detail.
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Concealing true rewards: Weinstein's idea that P should not let

0 know 'how important it is to him to have a particular baseball card' is
related to the idea that if P has very little Y, any small amount more will
'be highly valued, and will produce a relatively large subjective reward:. -
If he caﬁconceal his lack of Y (and therefore the true value of Y to him),
he may be able to get more absolute units of Y by giving the impression that
he does not value Y as much, as in fact he does. If O does not know how
much reward P gets from a given increment of Y, O may feel that he must.
give up more Y for a given increment of X,_in order to get into interaction
with P. P then ends up with more profit than does 0 -- an advantageous
exchange. The typical ploy here is to ‘create the impression of least
interest, exemplified by Tom Sawyer's skillful handling of the whitewash-
ing. In this case, P (Tom) actively engaged in deception concerning the
reward value of whitewashing. Further, Kelley38 claims that ''concealing
information about one's situétion has possible advantages of successful
deception", because P can delay the decision to deceive, without giving
away his true position. In this dissertation, we will focus on the process
of withbidiﬁgginformation. Both witholding and concealing information are
used with the same intent by P -- to manipulate O's perceptions in a manner

that serves P's interests.

Concealing true costs: Concealing the subjective value of rewards

is not the only way advantageous exchange can occur. P may conceal his
true costs. The idea here is that if O thinks P hag a lot of X, i.e., the
commodity O is asking for, that P therefore assigns relatively low value to

39
an increment of X. 0 will not feel he has to give up a large amount of Y
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(what P wants)_}to balance‘the exchange, because P can afford to be generous.

The less Y an Other has, the more he will feel free to ask for a greater

absolute amount of X relative to the Y he gives up. However, if O does

not know that P has a lot of X, or can be led to believe that P has very

little X, then even a small increment of X has high subjective cost to P.

As a result, Other will feel he cannot ask for as much X for a given amount

of Y. P again makes an advantageous exchange. Small boys trading hockey
40 .

cards will frequently use a tactic called 'begging' -- getting cards

from someone who has a lot, and giving none in return. Thee'begger' often

-has as many cards as the person he begs from, but a successful begger knows

enough to leafe these cards at home.

While the discussion above has implied that parties trade in ob-
jectively comparable units (cards for cards, time for time, etc.) in many
cases where the units are diésimilar, it is the function of prices to de-
fine what can be given in exchange for what, and from this base can be de-

) 41
fined what constitutes excessive wealth,poverty, etc.

Having established our description of exchange relationships in
which no one has a power advantage, where an expectation of fair exchange
exists, and where there is some opportunity for P to manipulate the kinds
of exchanges that érevperceived to meet the requirement of fairness, we can
turn our attention to the tactics that Other can employ. An exchange inter-
action, as poinfed out earlier, cannot be thought of simply as something P
does with, and to, Other.@@lber is at the same time trying to do something

with, and to, P. We would like to argue that while people will indeed

attempt to work advantageous exchanges when their resources are concealed,
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that the failure to provide O with information places limits on the success
of P's tactics. This leads us first to the question of how alternatives

-

affect the terms of a transaction.

Alternative Exchange Relationships

So far we have pictured P and O in an isolated dyad;with the pos-
sible exception of roﬁantic love dyads, this is not a very accurate picture
of relationships in the real world. Actors usually have more than one po-
tential relationship into which they'could enter. Whether a particular Other
is chosen by P depends on whether P prefers that relationéhip to alternate
transactions. Since we claim that P assesses exchange relationships in
terms of his own profit, and how his profit compares with O's, the principle
of maximization of profit says P will prefer the alternative that is most
appealing on these two dimensions. In any P-0 dyad, P will not have to give
any better terms thap he would give in his next best alternative. The
saﬁe limit holds with respect to O's alternatives. If one party in a dyad
has more or better alternatives than the other, we say he has a bargaining

42
advantage, or bargaining power. In this dissertation, however, we are
not interested in real power that results from an unequal distribution of
alternatives. Rather, we wish to ask what will happen when P and O have
equal numbers of alternatives (some or none), which differ in the amount
of information available concerning the resource bases.

Commenting on the failure to provide alternatives in experimental

studies of bargaining, Kelley and Schenitzki note:
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It is probably most common in bargaining situations, including
the strictly economic ones, that each party has one or more
alternative sources with which to deal, should he be unable to
reach agreement with the party at hand.43
As soon as there is more than one potential partner, we may ask what sorts

of people will be preferred as partners, and what effects hiding resources

is likely to have.

Other's Preference for Information about P

Consider Other, now, as the focal person. What we have said about
the importance of alternatives applies with equal force to O. We stipulate
that O is unable to conceal information from P. As an inifiator (designa-
ted Oi) Other will want to assess potential transactions in terms of his
oﬁn profit relative to Pr (where Pr is the recipient of an initiation from
Oi)’ and in terms of how much it is necessary to offer Pr to ensure a
transaction. As a recipient (call him Or), Other will want to see whether
he is being asked for a fair trade, or whether he is paying excessively
for a resource, 'In either role, O will want information about P. ‘As a
result, in the context of asymmetric information, where O's position is
known to various P's, 0 may avoid contact with those P's about whom he has
little information. If he does, this will surely constrain the advantage
P finds in concealment.

If people typically have an expectation of fair exchangesis
there any basis for predicting that P will avoid exchange relations in

which he does not know P's resource base? If O is unable to assess whe-

ther a transaction has been/is fair, he may assume that P is constrained
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to act fairly, just as O is; or he may assume that P, whose profits he
44
cannot see, is motivated to deceive him; or he may assume that either
guess is equally likely. Or he may assume nothing. In the latter three
cases, 0 is likely to prefer alternate, different exchange relationships,
where he can assess the bélance of profits. An exchange partner abopf
whom Q//has no information might turn out to be a better alternative in
fact, iie., he might be willing to pay a better price for Y. However, if
the latter were true, ?}fmay think that P has no reason to conceal his re-
sources in the first pi;ce. While it seems reasonable to posit a prefer-
' 45 |
ence for information, we would like to have some evidence that such a
preference does exist, because this is the basis on which we argue that
information control has limits as a tactical advantége. Studies of bar-
gaining and exchange do not give any hard evidence for a preference for
information, though its importance is implicit in.the desire to avoid un-
fair exchanges. However, there are some studies concerning the validity of
rationality postulates in decision making that indicate a preference of
the sort we have described.
46

Research initiated by Daniel Ellsberg  has shown that subjects
often prefer a bet for which the probabilities of events are known unambi-
guously (risky bets), to bets for which the probabilities of events and
outcomes are completely unknown (uncertain). Typically, subjects in these
experiments have to predict which colour would be sampled from either:

a) an urn with 50 red and 50 black balls (risky)

b) an urn with a total of 100 red and black balls in unknown propor-

tions (an uncertain bet).
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The subject-could decide to make either bet a or bet b. He won $1 if he
correctly ﬁredicted‘fﬁe colour of a.ball that would be drawn. Making the
assumption that the best estimate of the proportions for the second urn is
.5 black and .5 red, the expected value for a bet on '"red" in either a or

b is .5 x $1 = $0.50. (Where the expected value is calculated as the value
of an outcome times the probabﬂipy of the event leading to the outcome.)47
Subjects should therefore be indifferent between the two urns. However,
Ellsberg and others found that subjects tended to prefer the bet with the
urn in a, where the proportions of red and black were known (risky), and
would pay up to $0.36 to avoid the uncertain bet.48 The preference for the
risky alternative held even when its expected value fell a bit below $0.50,
and the expected value of the uncertéin bet remained the same. Ellsberg
claimed that the ambiguity of information available about outcomes (which
varies with the type, quality, amount, and source of information), affected
the confidence a person had in his estimates of expected value. The more
ambiguous the information used to calculate expected value, the lower the
person's confidence in the‘estimate. This led subjecfs to devalue in some
manner the'ambiguous alternative, While such a conservative evaluation may
violate rationality pripciples, it appears to come closer to representing
actual choice behaviour in such situations. Ellsberg claimed that ambi-
guity is a matter of degree, and will vary with how much information P has,
wﬁether it is verifiable, whether the source is trusted, and so on. He

did not attempt to test the relationship between perceived ambiguity and

these other variables.



21

Ellsberg's study points to a perceived relationship between the
quantity and quality of information about alternative courses of action,
and O's assessment of how an alternative will further his attempts to maxi-

mize his gain. It is not a major extension of the argument to claim that

-

if none of P's alternatives have well-defined probabilities for events
(i.e., they are all uncertain), they may vary in the degree of ambiguity,
and tha;'P will prefer the least ambiguous alternative, i.e., that for
which he has relatively more and better inforﬁation.

The extension to social interaction is obvious. Oi's information
about P's resources and value function may certainly vary in both quality
and quantity, and reliability of source. Direct information, or information
not under P's control, is likely to be considered less ambiguous than cues

49
which P is able to manipulate. The less ambiguous Oi's information
about P's resources, the more confidence he will have in both his assess-~
ment of the fairness (relative profit) of a tramsaction, and in his esti-
mate of the probability that a given initiation of exchange he makes to

P will be accepted. 1If the quality and quantity of information do affect

0 .'s estimates of the expected value of exchange transactions, it should

show in his behaviour, i.e., in his_initiations and acceptances of exchange.

'Under the assumption that Oi initiates where he anticipates the best profit,
then, other things being equal, we expect him to choose an alternative with
the least ambiguous information, or to seek more information before he pro-
ceeds. O may estimate that a P with concealed resources is as likely to

be a better as a worse partner than someone whose resource base is known,
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in the sense that an urn is as likély to have more than .5 red balls, or
less than .5 red balls. This'may make the initial eétimaté of the desire—
ability of an exchange with an_'unknown' partner equal to that of an ex-
change with a partner whose resource base is known. Even so, the greater
ambiguity of the information about the P with a concealéd resource base
will depress 0's estimate of the expécted value of that alternative.i If
two alternative partners seem to differ only with respeét to information

available about them, 0 will prefer the exchange relationship where he

knows P's resource base. In sum, it seems that even if we turn out to be

wrong in our assumption that people desire information in order to compare
profits, there may be a general preference, independent of comparison, that
arises from the desire to assess accurately the probabilities of different
outcomes. This has clear implications for P if he happens to be busy withold-
ing information from O.

We are now in a position to describe some possible distributions
of information across alternative exchange partners, and to make predicf
tions about the fate of informational tactics aimed at obtaining an advan-
tage. While our main interest is-in the casé of asymmetric information,
we will outline the cases of symmetric information and symmetric ignorénce

as well.

The Distribution of Information Across Alternatives

To simplify, let us assume that P is able to conceal or reveal

information about his resource base, and 0's resource base is always known
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unambiguously to others. Then we will conceptualize the two variables of
information and alternative rdationships as dichotomous: O may have infor-
mation about P, or he may have none (except for cues controlled by P); and
P and O may each have no alternative exchange relationships, or the same
number of alternatives. To begin, we will say that if alternatives exist,
they vary only in the amount and type of information available about them
(i.e., they do not differ in the amount of profit they offer). Six cases
can be distinguishea. We will list them, making predictions about the pro-
bable succesé of tacfics. Where it is relevant, evidence for the predic-

tions will be noted.

I The Isolated Dyad: No Alternatives

1. Symmetric Ignorance

In this case, P and O have m information about how the other pro-

fits from a given traﬁsaction. On the basis of the posited preference for
information about Other, we would expect the lack of information to create
suspicion and caution, and that thé bargainers would gradually feel their

50 : .
This does not mean that P and O

way to a mutuall& acceptable agreement.
will therefore decide to.mutually reveal information about their profits.
Kelley, Beckman, and Fischer found that even if the suﬁjects in-a mixed

motive game were given the opportunity to reveal their profit levels ané

costs, they did not do so, and that bilateral bargaining was characterized

by lying and distrust of the -information provided by the other person:
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Open, honest communication affords one means by which the
‘negotiators can arrive at realistic and equitable- goals, but
each person's hope for a greater outcome than such communi-
cations permit (and his expectations that the other person
has the same hope) motivates communication that is not open,
honest, or trusted.dl
The statement by Kelley et al. suggests that exchange has structural charac-
teristics that lead to particular assumptions by P and O about the Other,
i.e., that he will want to get more than a fair share, and that he will not
necessarily represent his position homnestly.
52
Fischer required subjects to negotiate for a share of a fixed
number of points. Prior to negotiation, the experimenter provided each
subject with a 'minimum necessary share', which he had to obtain before he
could profit from an agreement. Subjects did not know what the other per-
son's minimum necessary share was, and consequently, could not know for
certain whether a particular division of the total payoff was more profit-
able to other than to self. In this situation, subjects would lie about
the minimum level of reward required, and managed to do better than oppon-—
ents who had a capacity to impose fines for non-agreement. If lying is not
possible, it seems that symmetric ignorance will not advantage either party,
53
and will lead to agreements that vary around an equal division of profits.
So long as P is limited to exchange with only one other person, his suspi-
cion and desire for information may disrupt or interfere with the exchange,
and cause extended or difficult negotiation, but the partners will probably
continue to interact. If extended negotiation is allowed, subjects would

probably engage in attempts to gain information about the opponent, for

example, by observing his reaction to different initiations.
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2, Symmetric Information

In our previous discussion of how the terms of an exchange are
arrived.at in a dyad, we noted the tendency to fairness, and cited evidence
from bilateral monopoly studies that actors would tend to a stalemate

54 .
around an even division of profits. Many of these studies show that sub-
jects will remain in dyads, and eventually reach agreement, if they are not
55
given the alternative . of quitting, although Kahan found that subjects
will make use of a 'no-agreement'.option when they cannot find a suitable
' 56 v
compromise, and there are no alternative partners. Studies of contrac-
57 ,
tual norm formation in dyads show that, lacking attractive alternatives,
subjects will even remain in the relationship where thdr: profit level is
bélow that of their partner. It appears on the basis of such findingé,
that people prefer some agreement to no agreement, so long as it iqcreases
the level of their rewards. However, it would not be wise to accept such
a statement unconditionally. The unavailability of alternétive partners,
and the implicit assumption that the task of bargaining experiments is to
reach agreement, probably increase the rates of agreement above what might
be found in a 'real world' bargaining task., Even labour negotiators,
though they have no alternative bargaining partner, have the no-agreement
alternative of striking, and management has the option of lock-outs. Stra-

tegies such as these probably prevent large deviation from fairness when

power of the participants is equal.

3. Asymmetric Information
Weinstein's description of tactics for advantage is most applicable

to the context in which P knows how O profits in a transaction, but O is
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ignorant of P's gain. Under such circumstances,‘P is most‘likely to be

able to take advantage of one~-sided information. He will be able to 'play
hard to get', aﬁd to ensure the best possible deal for himself within the
limits set by Other's minimum profit. Bilateral monopoly bargaining experi-
ments58 employing an informed stooge end an ignorant subject, indicate that
the former can use his information to formulate a hard bargaining strategy
that forces the ignorant person to lo&er his expectations of profit.59 1f,
in addition, P could lie about his profit, as in Fischer's study,60 an advan-
tage would very likely accrue to the more informed member of the dyad.
Nevertheless, he will still have to contend with suspicion on 0O's part.

(It seems péradoxically true that the more O is likely to trust P, as in

the case of close friends, or positive correlation of rewards, the less

likely P is to want to get an advantage.)

IT Alternatives to the Dyad

4, Symmetric Ignorance

The case in which neither P nor O has information about the other's

profits, and all alternative relationships are typified by lack of infor-
mation, is likely to be an aggregate version of Case 1., except that diffi-
culty in fiﬁding a mutually acceptable agreement with one 0, would be more
likely to lead P to engage in sampling other potential partners. The ex-
tent to which he will do this will depend on'the time he has available, and
the possibility of obtaining reliable information about any Others. In a

situation such as this, a reverse tactic of giving out information might be
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used, i.e., P could distinguish himself as the only person willing to be
honest, and thereby seéﬁre a transaction. This of course leaves him open
to being taken advantage of. There is little empirical evidence concerning
Case,ﬁ;, although it does not seem trivial -- the early stages of inter-
action, such as the sampling that goes on at parties, is probably of this

type.

5. Symmetric Information

'

If P and O have perfect information about each other's resources

and preferences, and where there are available substitutable alternatives

61
to the dyad, we approach the economist's model of pure'cqmpetition. Here,
the rates of exchange in all transactions are univérsally known, there is
no time pressuré, alternatives are available and substitutable, and there
is little room for deviation from the fair or 'consensus' price. -If P

62

demands more than a fair price, O simply moves to another alternative.
Perfect or full information implies not only initial information about all
P's resources, bﬁt also an updated intelligence of the terms{of transaction

. 63
between similar P's and O's.

6., Asymmetric Information

If we accept the statement that P and O are normally not limited

to one exchange relationship, the situation in which P witholds information

from O, but in which O has other alternatives to P about whom he does have
information, then this sixth case is a crucial one for examining the tac-

tical advantage of information control. If P had discretion over infor-



28

mation Others receive about him, he can follow three courses of action:
i) he can withold information, giving off a minimum of cues.
ii) he can engage in déliberate misrepresentation -- simply, P can
>lie about how he values the'£esources at stake, and how much he
has of themn.
iii) he can be seleqtive about the.release of information, giving out
only those items thatradvance his aims.
The success of all these téctics relies m 0's accepting at face value infor-
mation that originates from P. (O may find it costly or impossible té
test P's claims, or 0 may not have time to change to another relatioﬁship.)
Because of the posited preference actors have for unambiguous in-

formation, and the fact that there often are alternatives available to both

parties in an exchange, we argue that the success of informational tactics

is not ensured in simple exchange situations with asymmetric information.

The constant sum nature of exchange also casts a competitive light on
transactions, and interactants are more likely to be suspicious of a part-
ner's information when that person's self interest can be furthered by
skillful control of information.

The theory and experimental design developed in the rest of this
dissertation are addressed to Case 6. outlined above. Although it can be
argued that these persons would normally be able to choose occasions for
concealment, and that these occasions will depend on the means P has avail-
able for manipulating information, for purposes of beginning a study of a
largely unexplored area, we will start with a situation where there is

either total or no direct information about P, and direct information about
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0. 1In such a case, P's best hope for advantage rests on the presence of
other P's whose resources are known to O, and who ask O for terms in ex-
change that are better than P would get in a fair transaction. (This would
_occur if these other P's had small amounts of resource X (high costs) and/or
relatively large amounts of Y (low rewards).) In this context, we will
investigate the extent to which Weinstein's claim that people will utilize
concealment to get advantageous exchanges holds, test the strength of a
preference for exchanges about which the actor has unambiguous information,
and observe the consequences that result from the interaction of the two
processes. If we can find support for our conceptualization of processes
involved in tactics of exchange for this case, it should also shed light

on the other cases. .

Of course, most 'real-life' social exchange relationships are not
clear-cut examples of any one of the combinations of alternatives and in-
formation we listed. Alternatives to a dyad may exist, but it will involve
some degree of effort and uncertainty to make the alternatives truly avail-
able. People rarely have perfect information about other's values and re-
sources, and even lesé'about‘the transactions going on between members of
other dyads =-- the actual fates of exchange may become known over time,

as different pairs of actors in a group engage in transaction. We may

expect, that in the early stages of interaction, an actor who can conceal
his true re;ource position from.ofhérs will believe that it is to his ad-
vantage to do so, even if there are unconcealed potential partners for O
in the group. To make such a prediction, it is not necessary to assume

that P is stupid -- the costs to O of 'shopping' for and securing preferred
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alternatives may lead him to accept whatever initiations he receives, es=
pecially if O is pressed.for time, or has few initiations from which to
choose. If the terms set in transactions in various dyads are nqt'immed—
iately known, P is not unrealistic if he thinks he may 'get away' with an
advantageous exchange.
The connectedness of the group and the availability of information
about accumulating, as well as about initial resources, will clearly have
64 :

an effect on the success of P's tactics.

Because of the preference for unambiguous information, we predict

that a person who concealshis position will learn through eggerience that
the perceived advantage in asymmetric information is not necessarily an
advantage at all., Over repeated interaction, aé actors come to know more
about each others' preferences through their overt behavibur, and as con-
cealed partners get passed over for those who are open about their position,
we expect fewer attempts to use information control to gain an advantage.
This is what we mean when we claim that fairness is a result of interaction.
The process will proceed more quickly if group members discuss the terms of
transactions with each other, but we believe that the lack of direét com~
munication does not prevent a gradual diffusion of information through
interaction, which in the end will have the saﬁe effect.

The theory and experimental desigq developed in the next two

chapters provide a basis for testing these predictions.
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FOOTNOTES FOR CHAPTER 1

Major proponents of the exchange approach in a social psychological
tradition are: R.M. Emerson, "Exchange theory: Parts I and II', in
J. Berger, M. Zelditch, and B. Anderson, Editors, Sociological Theories
in Progress, Vol. II, Boston: Houghton Mifflin Co., 1972; J. Thibaut
and H.H. Kelley, The Social Psychology of Groups, New York: John
Wiley and Sons, 1959; P.M. Blau, Exchange and Power in Social Life,
New York: John Wiley and Sons, 1964; G.C. Homans, Social Behaviour;
Its Elementary Forms, New York: Harcourt, Brace and World, 1961,
(First edition); P. Secord and C. Backman, Social Psychology, New
York: McGraw Hill, 1974 (Third edition). A more economic treatment
is given by A. Kuhn, The Study of Society: A Unified Approach; Lon-
don, Tavistock Publications, 1966.

See, for example, Homans, op. cit., 1961; and Emerson, op. cit., 1972.

The forﬁulation of rewards, costs and profits used in this disserta-
tion most closely follows that of Kuhn, op. cit., 1966, pp. 260-271.

Exchange theorists are aware of the tautologous nature of such a
definition of rewards or reinforcement. (What does P prefer? Whatever
he finds rewarding. What does he find rewarding? What he prefers -
(chooses).) However, it is argued that the consequences deduced from

a set of statements which include such a tautology are not themselves
tautologous. Further, we assume independent prior knowledge of what P
finds rewarding. TFor a discussion of this issue, see Kuhn, op. cit.’

p. 275; Homans, op. cit., 1961, pp. 42-43. Also see R. Burgess and R
Akers, 'Are operant principles tautological?', The Psychological Record,
16, 1966, pp. 305-312.

Homans discusses the question of a generalized preference order that
transcends momentary states of deprivation in his Social Behaviour.

He makes the point that a complete ordering of needs, and of the re-
sources to satisfy them makes little theoretical sense in some cases
(thirst cannot be more important than hunger, water is not preferred

to food), and little practical sense in others (P does not usually have
the opportunity of satisfying all ‘his needs at once, so that an ordering
over everything is irrelevant). In addition, many resources are capable
of satisfying several needs at once. Homans argues that since P's
preference order is relatively stable over the short time periods in-
volved in exchange transactions, and that P must only consider a small
set of needs at once, that it is safe to take as given and constant his
general preference order, and to examine the variation in value that
different amounts of specified reggurces X and Y bring to P. (See pp.
39-49 in Social Behaviour for a fuller discussion of these points.)
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For example, see Burgess and Akers, op. cit., 1966.
In economics, this is referred to as the principle of equimarginality.

Obviously, exchange is not the only way to obtain resources. P may

be able to produce valued goods, alone or in cooperation with others.
Such a process often involves investment of resources, as when group
members put in effort to produce activities or goods. In this case,
there may be an increase in total resources, or what Kuhn calls re-
source production. The resources produced can then be used in further
exchange, or resource transfer. We are confining our interest to the
latter case, which involves giving up one resource for another, while
total resources remain constant. Kuhn argues that only resource trans-
fer qualifies as exchange, but Homans and Emerson treat both forms.
See: Kuhn, op. cit., pp. 268-69; Homans, op. cit., p. 75; and Emerson,

op. cit., Part II.

This is a major difference between the exchange framework and decision
theory. The latter, as Kuhn notes, does not take into account ''whether
opportunities lie in our own hands, in the natural environment, or

in the hands of others". Kuhn, op. cit., 1966, p. 317.

See Emerson, op. cit., 1972, p. 59.

Kuhn, op. cit., 1966, p. 323.

Kelley and Thibaut refer to this as a 'stereotype utility function'.
See: H.H. Kelley and J.W. Thibaut, 'Group Problem.Solving'; in G.

Lindzey and E. Aronson, Editors, The Handbook of Social Psychology,
Volume IV, Don Mills: Addison Wesley, 1969.

An example of this is a management representative who can arrive at an
initial conception of how a union negotiator will value a given agree-
ment, because he can make certain assumptions about the union man's

value ordering, even though the union role is not symmetric to his own.
Without a reliable intelligence network, however, it would be @ more dif=-
ficult task to infer the current level of strike funds. '

Over extended interactions, there will frequently arise a social stan-
dard that reflects what similar P's and O's have agreed on as a fair
price, and P can use this to help his value comparisons. Social stan-
dards also make it unnecessary to negotiate the terms for each exchange
transaction. Thibaut and Kelley note that an important function of
norms is that they can substitute for the use of social power to de-
termine the terms in social exchange. See: Thibaut and Kelley, Op.
cit., 1959. ’
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The range solutions is bounded by the zero profit points of P and O,
and the number of possible solutions is restricted by the divisibility
of the units exchanged.

Kuhn, op. cit., 1966, pp. 325-332. - Kuhn goes into more detail about
comparability of units in exchange than has been given here, -but he
does not discuss the importance of 'taking the other person's point of
view' for the comparison of profits.

See: R.M. Liebert, W.P. Smith, J.H. Hill, and M. Keiffer, 'The effects
of information and magnitude of initial offer on interpersonal negotia-
tion', Journal of Experimental Social Psychology 4, 1968, pp. 431-444.
In this study of negotiation in a bilateral monopoly game, the authors
concluded that '"...where bargainers considered each other to be equals
(in power and/or status) they feel that (equality of profits) is the
most they can hope for, but will take more if they can get it."

An interesting discussion of moral obligations as 'prudential maxims'
and their place in Hobbes' Leviathan is given by T. Nagel, 'Hobbes on
Obligation', Philosophical Review, 68, 1959, pp. 68-83.

Emerson, op. cit., 1972, p. 61l.
E. Burnstein and S. Katz, 'Group decision involving equitable and opti-

mal distributions of status', Chapter 12 in C.G. McClintock, Experi-
mental Social Psychology, Holt, Rinehart, and Winston, 1972; R.D.

Pritchard, 'Equity theory: A review and critique', Organizational Be-
haviour and Human Performance, 4, 1969, pp. 176-211; M. Patchen, 'A
conceptual framework and some empirical data regarding comparisons of
social rewards', Sociometry, 24, 1961, pp. 136-156; R. Burgess and

J.D. Gregory, 'Equity and inequity in exchange relations: an experi-
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CHAPTER 2

THEORY

For purposes of constructing a theory based on the arguments

presented in Chapter 1, we will conceptualize the social actor, P, as a

decision maker. P is seen to choose between alternative actions, which,

coupled with events in the environment, will lead to various outcomes,

having subjective value to P. The events in the environment occur with

probability between 0.0 and 1.0, and such probabilities are estimated by

P.

To choose between alternatives, P is described as comparing the sub-

jectively expected value of each alternative, where this SEV is some

function of the value of outcomes, and the probabilities of events leading

to different outcomes. Let us apply this to our exchange situation.

ing:

—

In such a situation, P is faced with a set of decisions concern-

which of several alternative partners will allow him to obtain as much

reward as possible for as little cost as possible
how much of O's resource P can ask for, without reducing the probability -

of a completed transaction

how much information P should reveal about his resources, and the value
he puts on others' resources
how much P can trust the information he has about potential partners.

alternatives thus involve a range of initiations of exchange that he

make (if he is the initiator) or decide to accept (if he is the recipient),
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and ﬁhese exchange alternatives will vary in the size and type of re-
sources involved, as well as with the characteristics of potential
partners. The siée of an initiation made by P determines his profit, but
in choosing the level of initidtion, P will use information available to
him about O's values and resources (such as direct khowledge, cues from O,
empathy, etc.) to assess how likely a given initiation of exchangé is to
succeed, and a transaction be completed. P's choice of a target for an
initiation will reflect how P has assessed the value to him of transacting
with available alternative partners (subject to the limitations of P's
cognitive capacity —-- he cénnot, of course, consider infinite numbers of
transactions). If P has discretion over information about his own prefer-
enceé and resource base, he must also decide whether to withold or give
out such infqrmation, and his decision will depend on whether witholding
information is perceived to lead to increased expected value.

Théepossible events in this social context are acts emitted by
Other -- O may accept, or refct (or modify) P's initiation of exchange, and
0 may initiafe exchange himself. Unlike a situation in which the decision
maker.is faced with an indifferent nature, in a social interaction contéxt,
the probabilities of events are under the control of another actor, and
are also subject to some degree of modification by P. Of particular in-
terest here are the relative profits of P and O, and how they affect the
probability that 0 will accept P's offer of exchange. The critical problem
for P is to find ways of getting initiations accepted in the face of the
fact that as P's profiF increaseg%O's profit, and therefore the probability

of the transaction, will decrease.
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The outcomes of any exchange are the absolute and relative pro-
fits to the actors. Thezoutcomes usually change the parameters of future
exchanges -- the probabilities of initiation and acceptance may increase
or decrease as people sat%sfy their needs for one resource, and the desir-
ability of a given exchange partner may change due to comparative or mar-
ginal utility reasons.

The theory presented in this chapter provides a basis for making
predictions about the direction and type of initiations of exchange that
will be made and accepted in a group of individuals in which there are
at least two valued resources distributed across the members of the group,
and in which the distribution of resources is not fully known to all mem-
bers. To provide this basis, the theory draws on three principles:

1) maximization of marginal utility

2)l comparative justice or fairness

3) the ability to take the point of view of others.
There are fouf main sections in this chapter: definition of concepts,
scope conditions, assumptions, and a set‘of hypotheses. Operatioﬁal hypo-
theses are presented with the description of the research conducted to

test the theory in Chapter 3, and are not detailed in the present chapter.

Definition of Concepts

Several concepts are defined here which are used in the develop-
ment of the theory. The list is not exhaustive, but is intended to fix

the meaning of the basic units of the theory.
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.Resource: a resource is any behavioural, material or non-material com-

modity that is valued by individuals in a specifiable manner, and which
1
can be transferred from one individual to another.

Initiation of exchange: an initiation of exchange occurs when a per-

son, P, offers an amount of some resource, say X, to another person, O,
in return for an amount of some other resource, say Y, from O.

Exchange interaction: an exchange interaction occurs when a person P

makes an initiation of exchange to another person O and this initia-
tion of exchange is accepted by 0. (This is also referred to as a
transaction.) Exchange interactions are generally observed when P is
short of, or desires, some resource Y, notes that O has some of resource
Y, and that O is short of some resource which P possesses.

Resource base: the resource base of P is the total amount of resources

possessed by P at a given time. (P's wealth.) P's total resource
base may include several different resources.

Subjective value to P of a resource: the subjective value to P of a

resource is_the worth of utility that resource has for P. It reflects
P's general préference ordering of different resources, and his current
level of satiation for these resources. Different individuals may have
the same or different preference érderings over a given set of resources,
and, of coufse,,they.may have different levels of satiation.

¢

Value function for a resource: the value function for a resource des-

cribes how much subjective value different amounts of a resource provide

to P. The subjective values of different resources as calculated by the
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value function can be compared, i.e., in some common unit of value
such as utility. People may have similar value functions even though
they value different resources, that is, even if their preference

2
orders are not the same.

Valiieeposition of P on resource X: the value position of P on re-
source X refers to the amount of X which P has at a given time. If
the value position is known, the value function can be used to assess

the subjective value of a further increment of X to P.

Net subjective profit to P§,(in an exchange interaction with 0): the
net subjective profit for P in an exchange interactioﬁ with O is the
subjective value of what O gives him (reward), minus the subjective
vafue of what he must give to O in return (cost). Net subjegtive pro-
fits will generally be referred to as P's profit, where profit = (épg;~

jective reward-subjective cost).

Fair exchange: a fair exchange between P and O is one in which the

subjective profit to P is percéived by P and O to be equal to the sub-
jective profit of O.

Advantageous exchange for ng(in an exchange with Qﬁi P obtains an

advantageous exchange with O when the subjective profit to.P exceeds
the subjective profit to O.

Profit overlap of P and O: the profit overlap of P and O refers to

the set of possible exchanges between P and O, of resources X and Y,
in which P and O are able to gain a positive profit. An exchange of

quantities such that P and/or O reach equality of marginal gain and
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3

marginal cost (i.e., an opﬁimum combination of resources) desqribes

the upper limit of the profit overlap, and the lower limit is the sta-
tus quo (no exchange). If P and O have no profit overlap, no exchange
can occur; if a profit overldp exists, any combination of profits within
the overlap gives each a positive profit, though not necessarily an
equal profit. Definition 11 is introduced mainly to provide a shorthand
way of referring to the faét that bothpparties must benefit for an ex-
change to occur, but within this range of agreements, some may favour P
more than O, and vice versa.

Ambiguity of information: (about O's profit): ambiguity of informa-

tion refers to a quality of information that varies with the amount,
type, reliability, source, and consistency of information, giving rise

to P's degree of confidence in his estimate of the expected value of

a given transaction. The definitions of ambiguity and confidence are

given together because, for purposes of this theory, one is the inverse

of tof:the other.

Sﬁbpe Scope Conditions

Preliminary Statement

We are interested in simple exchange at a given point in time

(early stages of exchange relationships), in which group members are moti-

vated to gain more than others in the group. The scope conditions must

provide for a situation in which such motives can exist, and where the means
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to realize a desire for advantage exists, but need not be employed. As
advantage imﬁlies comparison, the opportunity to compare must also be
present.

Wemargued in Chapter 1 that certain structural characteristics
of simple exchange enhance the desire for advantage. The-constant sum
nature of rewards in simple exchange makes it profitable to P to do better
than Other. The tendency for simple exchange to occur among people with

4
similar wealth levels (i.e., peers), makes a desire to compare favourably
with one's exchange partner likely, as we believe people are most concerned
to guage their success with that of similar others. In short, we do not

limit the theory to a set of individuals who have 'competitive' personalities.

Scope condition 1: Two or more valued resources are distributed across

more than three members of a group. Each of the members has more of

one resource, X, than some other resource, Y, or vice versajand for

each member there exist at least two other members who have complemen-

tary value positions on X and Y.

'Valued resources' means that each member values each resource to some
5

extent.

Scope condition 2: Resources are valued according to a marginal utility

function. This will generally imply that the resources are of a divisi-
ble, material nature, and can be accumulated or stored by individuals,

. 6
but this is. not necessarily the case.

Discussion: The principle of diminishing marginal utility is entered as a

scope condition, so that we can ensure the actors are motivated to exchange
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gome resource of Whiéh,they‘have a lot, for one of which they have little
or none. As noted in Chapter 1, such a function makes it possible for
individuals to gain subjective value via exchange, even though there may be
no increase in total resources distributed across a group:

Acﬁminishing marginal gtility function implies that successive
equal absolute amounts of X ﬁave decreasing value to a given P. For pre-
sent purposes, subjective profit .is treated as equivalent to net gain in

7 .
marginal utility. This implies that members perceive that exchanges of
unequal absolute amounts of X and Y between P and O can still yield equal
8
subjective profit (be fair). In the same way, two different exchanges
(between P and 0 and P and 02), involving the same amount of X for dif—‘

ferent amounts of Y, can both-be perceived as 'fair'.

Scope condition 3: Individuals know, or can reasonably infer, the

value function describing the way in which all others in the group

“value different resources, but know only some of the members' current

value positions in given resources.
A consequénc; of Scope condition 3 is that if the value functions of
self and other are known, members can interpret what constitutes a
fair exchange, assessed relative to the resource positions of these
exchange partners. It should be noted, however, that for exchanges
to occur, whatever their fairness, P and O must only be aware of some
complementarity of resources...it is not necessary for either to know
the other's value function or resource base.

Discussion: Scope condition 3 limits the theory to cases where some com-—

parison of subjective profit is possible. While the scope condition makes
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an existence statement about knowledge of others' value functions, it is
admitted  that the determination of such value functions is often proBle—
matic, and the question is worthy of study in its own right. However, we
assume that it is quite possible for membérs to obtain estimates of others'
value functions, using such means as:
-- experience with similar others in similar situations, where value
functions are inferred from behaviour.
—-— if all members have the same resons for valuing resources (e.g., X
and Y are both needed to perform a task), P may assume that others
will have a certain value function.
-—- P learns to associate a given context and structure of rewards with a
particular value functibn (e.g., elections typically involve some sort
of threshold function).
On the basis df these cbnsiderations, we could anticipate that members with
highly idiosyncratic value functions would be.more disruptive to smooth
exchange relations, at least until other members had had time to learn
9

their value function.

Scope condition 4: P thinks that he may have the opportunity in the

‘future to compare his profits with all members of the group, includ-

'ing those for whom P does not currently know value positions on the

‘resources in the group.

Scope conditioni5: The total absolute amount of resources in the
' 10
group is constant.
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Discussion: This scope condition, together with the stiﬁulation of a mar-

ginal utility function, creates ﬁhe 'antagonistic cooperation' typical of

simple exchange. By marginal utility, P can gain subjective utility‘even

as he loses some absolute net increment of a resource (i.e., if he has a

lot of X and a little of Y); he can gain even more utility if he both achieves

an optimum balance of resources, and adds tb his. total absolute resource

base. To do the latter under a condition of constant total absolute re-

sourcés means that O must lose some absolute amount. As there is no over-

all increase in total resources, maximization means that it is 'better' to

get moe than others in the group. We thus increase the likelihood that per-

sons will be motivated to get’; 'status edge', and can therefore observe

the tactics they employ to obtain it. Motivation is imposed by the struc-
11

ture of rewards, and does not have to be measured beforehand.

It can be argued that few social situations entail a.constant
amount of resources -- peopie are continually producing new goods, skills,
receiving returns on investments and regular income, etc., and all of these
can then be employed in .simple exchange. However, for any given 'slice of
time', the total amouﬁt of resources is unlikely to vary drastically. We
assume that the early stages of an exchange interaction, in which we afe

' : 12

interested, can probably be safely approximated as constant sum.

Scope condition 6: While some members of the group can withold infor-

mation about their resource levels, they cannot or do not choose to

give out false information concerning the exact size of their resource

bases.
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Discussion: While this may seem an excessively restrictive condition, it is
included to limit the theory, temporarily, to the polar case involving dis-
cretion over information: When we have séen what happens in this case, it
should not be difficult to extend the theory to handle manipulétion of in-

formation (selectively witholding, distorting, or falsifying).

Assumptions

Assumption 1: Individuals in the group are motivated to maximize the

total subjective value of resources in their possession.

Discussion: Because scope condition 2 imposes a principle of diminishing
marginal utility, each individual will assign léss subjective value to suc-
cessive, equal amounts of a given resource. This means that P will often
obtain more subjéctive value for a combination of two valued resources, than
if he has only one resource (e.g., a milkshake and a hamburger may be more
vaiqed .than two milkshakes). As Kuhn says, '"'maximum satisfaction is achieved

if we continue to take additional units of a good until its marginal value

-~

just equals its marginal cost,"

where cost is the value of what P gives

up. "This set of relationships is known as the principle of equimarginality,
any violation of which will satisfy a smalier want at the opportunity cost

of leaving a larger want ﬁnsatisfied, and thus prevent maximum satisfaction."15
Marginal utility increases for a given P if:

1) he obtains an optimal combination of different valued effects, holding

the size of P's resource base constant (in the sense of moving to a

different position on a utility curve in an Edgeworth box);



50

2) P increases the total aﬁount of resources in his resource base (like
moving from one to another higher utility curve in an Edgeworth box).

In.a simple exchange situation, Assumption 1 implies that P will
want to obtain as much marginal increase in a desired resoufce (up to the point
of equimarginality), for as little cost as possible. However it also
assumes that P will gnter exchanges so long as he makes a positive profit.

Assumption 2: Holding profit to himself constant, the subjective

value of an exchange to P is affected by the subjective pxfit he per-

ceives his partner receives. P prefers:

1) an advantageous exchange in which P's profit is greater than O's
profit

to

2) a fair exchange

to

3) an inequitable exchange in which P's profit is less than 0's
profit, ' )

Discussion: Assumption 2 provides a means for incorporating the idea that

P's utility is affected by what he sees O to be getting. By adding the

proviéo 'holding profit to himself constant', (i.e., for two alternative
exchanges in which P gains the same value), it is admitted that comparative
gain is a subsidiary concern to P's own profit. Together with the implica-
tion of Assumption 1, that P will transact so long as he obtains a positive
profit, we admit that P may enter into unfair transactions.

Assumption 3: Holding profit to self constant, the probability that P

will make a given initiation of exchange is directly related to how likely
14

P perceives it to be that his initiation will be accepted.
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Discussion: From Assumption 1-3, ﬁe can tentatively propose that the expec-
ted value to P of an exchange with a given Oj can be represented as a lexico-
graphic function, which gives profit to P pre-eminence over perceived profit
to Oj. A lexicographic function reflects the individual handling a multi-
dimensional decision problem one diménsion at a time, putting the most im-
portant dimension at the top of a list of factors he will consider; only

if he is indifferent between two or more alternatives on the most impor-
tant dimension, does he compare them on the next most important, and so on.
Here, a lexicographic function is proposed ;o capture the idea that P will
first consider alternative exchanges to find the class or set which offers
the greatest profit_to P; if there are more than one in this class, he then
selects on the basis of relative profit. As an approximation, let us repre-
sent the subjectively expected value of an alternative (SEV) as:

SEV to P(O k)= lex. £ (perceived prob. of acceptancengﬁprofit to P; d)
i’ ‘

where Oj refers to a given exchange partner, k to the units involved in the

exchange, and d = +1 if O gets less than P

0 if O gets the same as P

-1 if O gets more than P.

The value of d as +1, 0 and -1 is a crude approximation, and would have to

be refined to handle cases in which P discriminates between how much more
15
of less profit O receives.

Assumption 4: If P has information about the resource positions of

other members, each P can adopt each other member's point of view to
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estimate how much of one resource Oj could be induced to give P in re-

turn for a given amount of another resource,

Discusgsion: Assumption 4 provides a basié for comparison of subjective‘
values. This is necesséryvfor the interpretation of 'fair exchange'. Be-
cause the scope conditions stipulate: 1) that all members do in fact value
the resources in the group, and72> that the resources are valued according
to a marginal utility function, P can assume that each member will assign
the same value fo a given total amount of it. This means too that members
will assign thé same worth to an increment of X if they are at the same

resource position. The estimation of the marginal worth of an increment is

calculated against what Other aiready has; thus the proviso that P must
16
have some information about O's resource position.

While P can offen assume that others have similar value functions
to his, or to infer 0's value fuﬁction from the interaction context, he
cannot make similar assumptions about the current level of 0's resources,
as these are much more subject to variation. By taking O's point of view,
and utilizing information about the current levél of 0's resources, P can
locate exchange partners with whom he can obtain maximum gain at minimum
cost to himself, i.e., he can find Others to whom a given increment of P's
resource is valued most, and to wﬁom a given increment of 0's resource is

17

valued least (by 0).

The converse of Assumption 4 is that if P has no information about

0's resources, he cannot estimate 0's subjective profit in a given transac-
tion, and cannot judge the limits of profit overlap between his own and Other's

preferences.
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An implication of Assﬁmption 4- is that each P knows that an ex-
change tranéaction which d perceives to be fair ‘is more likely to be en-
tered into by O, than is a transaction in which P profits more than O.

This serves to iimit the range of transactions,tﬁat P will bother‘to'propdse
to 0. In addition, it informs P of what O would have to believe about an
exchange before 6 considered it attractive.

A further extension of Assumption 4 is that, so long as O obtains
a positive profit iﬁ a given iﬁitiation of exchange from P, P perceives that
there is some positive probablity that the initiation will be accepted.

This takes account of the factthat, while O is less likely to accept initia- -
tions of exchange from P, the lower his profit relative to P, he will hever-
theless have some likelihood of entering the transaction, so long as he ob-
tains a profit. The importance of other potential exchange partners is ob-
vious. |

Assumption 5: The greater the ambiguity of information that P has

about 0,'s resources, the less confidence P has in his estimate of the

expected utility to P of an exchange with Oj;
Discussion: It isPﬁppqéé&éthat the function for P's expected utility for a
given exchange with Oj be weighted by a factor, C, representing the confidence
P feels about his estimate of expected value (as in Assumption 3), bgsed on
the information he has about Oj' As ambiguity of information increases
(depending on the quality, source, reliability, etc.), P's confidence in
his assessment or estimate of the value of a given exchange decreases, and

has the effect of reducing the estimated expected value., If we represent
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total certainty as C = 1.0, the estimate of expected value will be left basi-
cally undistorted; as ambiguity increases, the fraction C decreases, and P
gives 1¢ss credence to his estimate of value. (This factor is of interest
only if certainty varies across alternatives; othefwise, a uniform reduc-
tion of estimated utility Qquld not alter P's ordering of alterﬁatives,
and would not affect our predictions of which alternative P would chooée.)
On these considerations, we would revise the function giving P's ex-
pected value for an alternative to the form:

SEV to P lex. £ (C (perceived prob. of acceptance * profit to P;d))

where C takes on values from O ,to 1.0, and d is defined as for Assumption 3.

It would be more accurate to have:

SEV to P(O mk)= lex. £ (Cr:- perceived prob. <« profit to P;-Czd)
j;~,! of acceptance ‘

In this way, Cl could be equal to 1.0 in cases where P is the recipient of
an initiation of exchange (i.e., he is certain that, if he agrees, the trans-
action will in fact téke,place, and he will make the stated profit). We
do not wish to dwell on ‘the construction of an approniate formal model in
this dissertation. A lexicographic representation is mentioned as a possible
means of linking the process undér study to the more rigordus body of theory
| 18

in decision making studies. It also provides a shorthand notation for
the decision situation faéing the actors.

Let us consider briefly just what 'ambiguity of information' means in
an exchange context. The information at issue is that concerning O's re-
source levels, because this, together with P's ability to assume O's point

of view, is what allows P to estimate how much profit Oj makes on a given

transaction; this in turn lets P estimate:
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1) how likely O is to accept a given initiation by P (probability)
2) how much O profits relative to P,(d), and thus, the fairness of an ex-
change,
With respect to 1): prior to a transaction, P's estimate of whether or not
his initiation will be accepted is just aﬁ estimate -— P cannot be certain
of being accepted, and he does not know the exact probability of acceptance
and rejection. He is faced, iﬁ‘essence, with an uncertain situation (pro-
’ 1
bability distribution for events unknown). As Ellsberg argues, 9 even in
uncertain sitﬁations, P may be able to assign subjective probabilities to
aiternative events. The dimension of confidence of estimate is additional
to the subjective'estimate of probability -~ after making use of all the
information available to him to calculate subjective estimates of probabil-
ity, P may still feel that he can put more or less faith in these estimates,
on account of the quality, source, feliébility, and quantity of the infor-
mation on which it was based. The studies by Ellsberg and others mentioned
2
in Chapter 1 ° compared preférences for risky and uncertain bets, and found
that many subjects chose the former, even when the two bets had equal ex-

21
pected value. Thus, if (value x probability = expected value) does not

vary, some additional factor must be operating to create the preference

for the risky bet —-- this Ellsberg attributed to the lower confidence P has
iﬁ an estimate of probability based on ignorance of the probability. distribu-
tion.22

We argued in the introduction that these findings could be ex-

tended to a social interaction context. There are many social situations
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parallel to the uncertain bet -- faced with a human opponent, with whom P
has had little or no prior interaction, P must arrive at subjective estimates
of Oj's probability of accepting P's initiation. P is likely to feel dif~-
ferent degregs of confidence in his estimates, depending on the ambiguity
of information available to him. The question of what kinds of infofmation
are considered more or less ambiguous is both a theoretical and an empirical
issue. We do not have a well established set of findings about what kinds
' ' 23
of cues P will trust most in social situations, although Jones et al.
have shown that information controlled by O (concerning 0) is suspect if O
could gain‘by manipulating such information. Studies of the inference of
24 .
Other's motives may eventually add to our understanding of the relation-
ship between type of information and trust of such information. (Our
argument that the structure of rewards éffects the motives of actors will
be extended to claim that the more competitive the structure of rewards,
thé more actors will be suspicious of.infdrmation that comes from O0.)
In addition to factors that make P have less confidence in infor-
_mation, ﬁe also know that people process only a limited amount of informa-
25 .
tion, and will not seek more so long as they have enough to proceed. If
this latter process applies in social interaction, we can expect a further
bias towards partners about whom the actor has information at hand (as
opposed to those about whom he must first acquire information). The impli-
cation is that P Qill prefer to make use of unambiguous information if it

is available; he will, however, use more ambiguous information if that is

all that is available.
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With respect to 2): Without information about Oﬁ's resources, p
cannot reliably estimate'Ojfs profit in a given exchange by means of taking
0's point of view, as he does not know the base against which X is evalu-
ated. As with an uncertain bet, P may average the possibilities —; he
can assume O gains more, less, or the same as P, the 'average' guess being
that O gains the same. Such an estimate would have a lower confidence
weighting than if P knew unambiguously what O's profit was. A lower weight-
ing would also be indicated if P is conservative, and makes the 'worst
possible' assumption.

Assumption 6: P believes O will utilize P's initiations of exchange

as cues to 0's value position with respect to resources, when O does
o 26
not have verifiable, unambiguous information about P's resources.
27 »
Discussion: Kuhn argues that people measure the relative goodness or

badness of a particular transaction by a) the consensus of what goes on

around them, and b) the proposals of the other person. Lacking a consensus

in the early stages of interaction, or lacking information about the con-

sensus, the offers of exchange from Other may be the only indication P has
_ ' 28

of what O considers a reasonable price. Liebert, et al., provided evi-

dénce that "fhe bids of Other are used as cues as to the reasonabieness of

one's own aspirations"; and indicated that an individual whovwas.ignorant

of his opponent's profit.was more influenced in his own goal setting by

the iﬁformed bargainer's offers.

Assumption 6 provides for the possibility that P will try to in-

fluence 0's perception of what meets the criterion of a fair exchange, if
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information is asymmetric. 'If P has information about 0, he can discern
the limits of his and 0O's profit overlap; so long as P keeps his offers in
this region, P can ask for more than a fair exchange would allow, and main-

tain a positive probability that O will perceive it to be fair.

Assumption 7: Initiations of exchange are subject to principles of

reinforcement: 1) acceptance of an initiation acts as a positive re-

inforcement; 2) positive reinforcement leads to an increase (repeti-
tion) of initiations of the same kind, and negative reinforcement

will lead to a decrease (failure to repeat, change of initiation).

Hypotheses

The hypotheses will be presented according to the argument made
in the first chapter. There it was argued that in exchange relationships,"
P and O make qomparisons of subjective profits in exchange through a pro-
cess of taking the otherfs.point of view, and that this process depended
on knowing the resource base of Other. Exchanges under full.informatioﬁ
about resources were argued to approach fairness, or equality of profits
assessed in relation to resoufce bases. P could get the best profit to
himself by finding,someone who valued highly what P could give him (re-
source X), and who placed relatively low value on what P wanted (Y). The
first hypothesis predicts how P will act if potential partners differ in
their need for X and’Y. The next two hypotheses make predictions about the

possibility that when information is asymmetric, P may perceive an advan-

‘tage in being able to withold information about his resources that O needs

to assess the fairness of a proposed exchange transaction. P is then ex-
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pected to make initiations of exchange that would give him more profit than
0 (i.e., that are unfair to 0). It was argued that, in the pfesence of
alternative P'; about whom O had information, O could express his prefer-
ence for unambiguous information about his partner by avoiding transactions
with a partner whose resource base was not known. The fourth and fifth hy-
potheses make predictions that O will show his preference by a) initiating
to personé about whom he has information; and b) accepting or agreeing to
initiatioms from such persoﬁs. The last hypothesis claims that the net
result of the process outlined above is that Pérsons who have tried to

gain an advantageous exchange through information control will fail to do
so, and will decide in time to make available information about their re-
source bases.

The situation in which the hypotheses apply is one where some
people have already revealed their resdﬁrce base and value positions to
other members of the group, and some other members have, by choice or cir-~
cumstance, discretion over information about their value positions. We con-
sider a situation where there are just two different commodities X and Y,
valued in a known and specifiable way, and dist;ibuted non-uniformly across
the members of the group. Individuals are seen to have an equal number
of possible alternative exchange partners, so that no one possesses a power
advantage by virtue of a greater number of alternatives.

Hypothesis 1
Among those members about whose resource bases and value positions P
has unambiguous information, P is most likely to initiate to a person,

0., who P perceives to have the greatest amount of resource Y, and the
stallest amount of resource X, relative to Y.
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Hypothesis 1 is based on the following argument, In Assumption
1 it was argued that P will try to maximize his total marginal utility.
In situations specified by the scope cdnditions, when the actor has a
lot of one commodity X, and little of another commodity Y, both of which
he values, he can trade some of X for some of Y, to incréase the tofal value
to him of the resources he possesses. By definition, the marginal utility
of an increment ACSY will be smaller for some O who has a iot of Y#:' the
costs to such an O will be’felatively low. By Assumption 4, P can take the
point of view of Othe?s whose resource bases are known, and locate an O
whose costs DY are low, and whose marginal gain from the~[§)(wm10h P is
offering are large. Such a person will not only be willing to give up more
Y, but will be anxious to obtain X, as it increases his value. In conjunc-
tion with Assumption 3, stating that P will be more .likely to make an ini-
tiation if it has a good chance of being accepted, this implies that P's
subjectively expected profit will be greater for an initiation to an O who
has a lot of Y relative to X. Therefore, we predict that members are more
likely to make initiations to these Others. The proviso "Among those abéut
whose resource bases and value positions P hés unambiguous information....",
is made .to reflect the argument that Without such inférmation, P cannot en-
gage in thg;role—taking process described by Assumption 4, to assess what
he mugt give O to get an incrément Y.

29 :

Discussion:  W. Foddy provided evidence that P prefers to initiate to

others with a large resource base rather than to those with a small resource

base of a given commodity, because the subjective costs for 'wealthy' Others
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for giving up resource increments were smaller. Hypothesis 1 is basically

a restatement of this princiﬁle,'except that: 1) in the présent context,

we shall go on to state a prior preference for exchange partners about

whom one has information; and 2) Hypothesis 1 generalizes W. Foddy's c}aim
that P prefers Others with large amounts of resource Y, to include the

case in which all members have the same total wealth ., but différent ratios=
of one resource to another. In such a case, P will prefer to initiate to
Others with a relatively greater imbalance of Y over X. Conversely, P will
avoid dealing with someone with a more even balance of resources than P,
because this 0's prices will be too high.

A further point to.note is that if we find empirical support for
Hypothesis 1, we will have a basis for predicting the rest of the process
of concealing rewards and costs to gain advantage. That is, it will give
us confidence in our claim that P does evaluate the relative profits in an
exchange in reference to how much he and O already have of the resources
being exchanged.

Hypothesis 2: If O has only ambiguous information about P's resource
base, and P has unambiguous information about 0's resource base, P is

more likely to make an initiation of exchange that is advantageous to
P, than when O does have information about P's resource base.’

Hypothesis 3: 1In the early stages of interaction, persons who have
the opportunity to conceal their resource bases and value positions
will perceive such concealment to be an advantage.

Hypotheses 2 and 3 are based on the following argument:
We have assumed (Assumption 1) that members of the group want to
obtain as much marginal profit as is possible, and in addition, to gain more

30
profit in an exchange than the partner gains (Assumption 2). However, by



62

Assumption 4, when P has information about O's resources, P is able to
adopt the given Other's point of view to guage how much O is willing and
able tg give P. Taking O's point of view makes P realize that O acts ac-
cording to Assumptiomns 1 and 2, just as P does. The net result under con-
ditions of full information would tend to equality of subjective profits
in exchange, as this will tend to Ee each actor's estimate of what O is
willing and able to give up. By Assumption 3, P is unlikely to initiate
an exchange that is unlikély to be completed. Under full symﬁetric in-
formation, exchanges unfair to either party are unlikely -to be completed.
However, if O has only ambiguéus or no information about P's resource base,
then by Assumption 6, Other is left in the position of inferring the profit
P would make by the kinds of offers P makes. If O receives an offer from
P that, for example, asks more than it offérs, 0 cannot know whether P is
trying for an advantage, or whether P has a resource base that 'justifies'
such an offer. We conclude that if P does, in fact, make an initiation of
exchange that is advantageous to himseif, 0 is less likely to reject it
than if O could see, on the basis of information aboﬁt P's resource base,
that the offer was upfair. This being the case, P is more likely to make
advantageous initiations when O has only amﬁiguous information about P's
resource base énd value positions, as there is a greater probability of
acceptance. By Assumption 3, the probability of a given initiation being
made increases as the probability of acceptance increases.

Discussion: Hypothesis 2 proposes that tactics of concealment and decep-

tion are used when others are uncertain about the true conditions of supply
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and demand, and when it is costly or impossible to test the cues that P
gives out. If one visualizes P's initiations of exchange being motivated
by a desire to increase his gain, but subject to forces that prevent him
from gaining as much as he wants, we may think of P's ability to withold
informatioﬁ about his resources as removing one force that constrains him
from attempting an advantage. The prediction in Hypothesis 2 implies that
a greater proportion of members whose resources are concealed will attempt
advantageous exchanges than will those whose resource bases are known.

It can be argued, perhaps, that a person would have enough foresight
to realize that an offer from a person with concealed resources would be
rejected, so that P will not attempt an advantageous exchange. Aside
from the counter-argument that the lower probability of acceptance may be
balanced by the increase in préfit possible, if can 5e suggested that:

-— P is not certain that O will receive any other initiations of exchange,
and he may accept P's initiation if it is the only one O receives.

—— P also has alternative exchangé partners, and if he fails with an ad—i
vantageous initiation to Oj’ he is not excluded from future exchange.

-~ P has limited cognitive capacity, and will focus more on h;s own inten-
tions and acts, than on anticipating all the possible initiations to

all the different alternative partners.

Although the prediction made in Hypothesis 3 follows from the same
argument as for Hypothesis 2, it differs in making a prediction about percep-
tions, rather than about types of initiations., Members must first perceive
an advantage in concealment before they uée it, amd it seems reasonable to

argue that soﬁething which leads to an increased probability of obtaining a
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desired outcome is an advantage. However, as we noted in the previous dis-
cussion, a person will not necessarily attempt an advantageous exchange
when he sees that O is unable to assess theﬁfairness of such an exchange.

P might feel that tactics of advantage work only when used sparingly, or

P may see more value in establishing a firm exchange relationship in the
early stages of interaction. If a member does not choose to make use of
the potential advantages =of concealment, we are interested in establishing
whether it is because he does not perceive the advantage, or whether he
recognizes the potential but chooses not to utilize it. We can separate

the perception of an advantage and attempts to obtain one, by directly ask-

ing group members for their opinions concerning the concealment of infor-
mation, and by assessing their preferences. Presumably, those who either
choose.to conceal, or continue to conceal their resource bases if given the
opportunity, are indicating that they perceive it to be in their interest.
There is the possibility, too, that the perceived advantage of concealment
does not lie solely in the increased chances for putting over an unfair
offer.

Hypothésis-4: Members of a group are more likely to direct their ini-

tiations of exchange to persons whose resource bases and value posi-
tions are known (through unambiguous information) .-~

The argument leading to Hypothesis 4 is as follows:

We made the assumption (Assumption 4) that P will be able to adopt

Others' Qﬁ@zrefefréht@aS§tﬁéé:écipighp?hggg%)jpoints of view to estimate

how much a given recipient will give up of one resource Y, in return for a
given amount of X, from P. When O is the initiator, then from 0's point of

view, he can make this kind of assessment only if he has information about
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the resource positions of different P's. Lacking such information, O can

only guess as to what sort of profit P is.obtaining, and what he would find

\
acceptable.

When O compares two alternative exchange partners, P about whom

1’
0 has unambiguous information, and Pz, about whom he has none, O ﬁay enter-

tain the hypothesis that P2 is as good a partner, a better partner, or a

worse partner than Pl’ in that P2 may have more, less, or the same total

amount of resources as Pl' However, by Assumption 5, if O has no informa-

tion about P2's resource base, he will have less confidence in whatever
estimate of the expected value'éf an exéhange with Pé he arrives at. This
has the effect of depressing O's estimates of the expected value of exchanges
with partners whose resource bases are not reliably known éo him. This

does not exclude the possibility that the ambiguity-weighted estimate of

SEV with P, can exceed the SEV of an exchange with P if the latter is a

2 10

very undesirable partner. However, it seems reésonable to predict that O
will frame his expectatiqns about these concealed others relative to what
he knows about the potential partners about whom hé has reiliable informa-
32

tion. (Information under a person's control, including the information
contained in the types of initiations that person makes, is considered
more ambiguous than direct, verifiable information.) We therefore predict,
that other things being equal, the weighted expected value (profit) in an
exchange with a partner about whom O has unambiguous information will be

greater than the ambiguity-weighted expected profit in an exchange with'a

partner who witholds information about his resources (as specified in scope
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conditions 3 and 6). Together with Assumption 1 that members of the group
seek to maximize subjective value of resources, the foregoing argument
leads to the prediction in Hypothesis 4.

Hypothesis 5: If a member has a choice of initiations from P, and 132__L
and the initiations are identical with respect to absolute amount of
resources offered and requested, and if the member has unambiguous
information about the value position of P., and ambiguous or no infor-
mation about the value position of P2, then the member will be. more

likely to accept the initiation from P1

Hypothesis 5 is based on the following argument: (Pl and Pé are initiators;
0 is recipient)

If the group member (refer to him simply as 0) receives initia-
tions of exchange that are identical except for information available about
the initiator (Pl or PZ)’ then O cannot decide between the offers on the
basis of profit to himself. This profit is fixed once the offer is made,
and if he éccepts an initiation, tﬁe transéctiqlgoes through with probabi-
lity 1.0. By the choice function given with Assumption 5, if O's own pro-
fit is the same for both offers, he will .then attend to how his profit
compares to what the initiator receives in the transaction. Because the
only information O has about P2's value position must be inferred from ?z's
initiation, O will have less confidence in his assessment of the comparison
of his profit with that of P2, on the grounds that information under P2's
control is more ambiguous. The ambiguity of information about Pz's re-

6

source base depresses the expécted profit of an exchange with P in res-

2’
pect to the second dimension of the lexicographic choice function; and when
two alternatives are in the same payoff class with respect to O's own profit,

he will select the alternative with the greatest expected value on the second

dimension ~-- thus the prediction that O will select the offer from Pl.
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Discussion: If a person were indifferent between two such offers, there
might well be a sound basis for an actor with concealed resource levels to
gain an advantage, especially if his costs happened to be lower than those

33 .
1 The fact that Pz's concealment destroys O's indifference between

of P
otherwise identical initiations limiﬁs the advaqtage in concealment. a{Thus,
hypothesis 5 is crucial to the theory,as it holds constantrall factors (size
of typical initiation, number of offers to choose from), except that of
information, and predicts that people will opt for the alternative with
better and more information.

It should be noted that Hypothesis 5 does not deny the possibility
that if O gets a generous offer from a person with concealed resources, such
that 0's net profit is larger than for any other alternative, O will accept
it, despite its unknown fairness, because it compares well with at least one
other alternative. However, because of the preference by all actors to seek
exchanges that profit them most, such generous offers are unlikely. In addi-
tion, if an initiation from a source whose resource base is not known to O
is -the only initiation Orreceives, he is likely to accept it, so long as
he makes a positive profit.

Hypothesis 6: P's perception of the advantage of witholding informa-
tion about his resource base and value position will decrease over
repeated exchange interaction, and P will be more likely to choose to

reveal unambiguous information about his value positions=and profits,
than during the initial stages of interaction.

The argument leading to Hypothesis 6 is given below:
In Assumption 7, it was stated that group members' initiations
arewsubject to principles of reinforcement, such that an acceptance of an

initiation acts as a positive reinforcer, making a given P more likely to
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to repeat an.initiation of a similar sort to a similar person; and such that
rejection of am initiation would lead the initiator, P, to change his offers,
by going to different targets, and/or by changing the type of offer. In
addition, the receipt of initiations should act as a positive reinforcer.

In Hypothesis 3, it was predicted that the persons most likely to receive
initiations were those whose resource bases and value positions were unam-
biguously known. In Hypothesis 5, it was predicted that these same persons
were more likely to have their initiations of exchange accepted, if they
were consideréd beside an identical offer from a member with concealed re-
sources. In addition, on the basis of Hypothesis 1, members with concealed
resources are more likely to make offers unattractive to the recipients, re-
lative to the offers made by a member with a similar but unconcealed re-
source base. Thus, people who reveal honest information about their re-
sources are more likely to complete transactions, i.e., they will 'suc-
ceed' more. This sequence of predicted events, coupled with Assumption 7,
implies that a Person who has concealed his resources will notice the pat-
tern of acceptances (if it occurs), and by discrimination, then generaliza-
tion, he will probably conclude that his failure to provide unambiguous
information is behind his low rate of success. P's choice of revealing
information is thus more likely after interaction has proceeded for some
time than during the early stages. The general idga is that people will

not use information control aé a tactic if it does not work, but that since
a person will initially believé concealment to be an advantage, he must

learn through experience.
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In the early stages of interaction, people do not have viable,
established alternative partners, and P is iikely to think there is a chance
of having an advantageous initiation of exchange accepted. As interaction
proceeds, information about the prices in transactions gets distributed
(even without direct communication), and even if O does not know the level
of P's resources, he can hold P to the level of established alternative
transactions. Thus the person who initially concealed his profit level is
forced to pay the going price, or to give information about his value posi-

34
tions, which has the effept of forcing his price down.

No explicit hypotheses are made here,concérning the probability
that P will make use of concealment to try advantageous exchange, although
it was implied in Chapter 1 that P would be least likely to perceive and
use information control as a tactic if he Qas in a large, well-connected
group of long standing; and most likély to try to gain an advantage if he
was exchanging with someone who had no readiiy accessible alternatives,
and where P could manipulate information without béing suspected or checked.
(So long as P can control 0's accessibility to alternatives, advantageous

_exchange can occur in groups of long standing -- this moves us into the
realm of real power advantage, beyond the scope of the preseﬁt theory.)
The invocation of reinforcement principles might imply that once P has
learned his lesson, he will ne'er more wander from the paths of fairness.
In the early stages of interaction (with nevaersons, Or mew resources),

the conditions that enhance advantageous exchange attempts (low connected-

ness, low information, lack of established partners) are present to some
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degree, and we therefore expect advantageous attempts, especially when we
acknowledge that P cannot foresee the entire course of interaction.

While the'tﬁeory could be ekpénded to follow the interaction
process through to the point where social pfices reach a consensus level,
such an extension would take us beyond the .scope of the research paradigm,
and so we leave this task for future research.

The next chapter presents the research design used to test the

six hypotheses presented above.
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FOOTNOTES FOR CHAPTER 2

The specification of what constitutes a resource is not a settled

issue in exchange theory, and for present purposes, material resources
are used for simplicity. The problem of defining resources is compli-
cated by the fact that different resources appear to have different
properties. For example, some resources can be transferred only (e.g.,
money), while others can be kept and transferred at the same time (e.g.,
expertise). See S. Rosen, 'The comparative roles of informational and
material commodities in interpersonal transactions', Journal of Experi-
mental Social Psychology, 2, 1966, pp. 211-226., for a discussion of

an investigation to test the thesis that the owner of valuable infor-
mation would engage in different pricing behaviour than the owner of
valuable material commodities.

For purposes of this study, the value function is a marginal utility
function that states that as P gainsimore of a given resource X, suc-
cessive standard increments of X are less and less valuable. Other
functions might also describe the manner in which P values X: for
example, a linear function would mean that each successive increment of
X gave the same added subjective value, regardless of what P had; a
threshold function would mean that P did not receive any subjective
value for X until he had an amount k of X, after which further amounts
of X were not any more valuable (e.g., if k out of N votes were needed
to win an election.) oo

The marginal reward/cost of an increment of Y refers to the subjective
reward/cost to P of that increment, and is assessed relative to how much ~
Y P already has. See A. Kuhn, The Study of Society. London: Tavistock
Publications, 1966, pp. 285-86.

See: W.H. Foddy, 'The formation 6f cliques in collectivities as a
consequence of initial distribution of dimensions of wealth', Unpublished
Ph.D. Dissertation, University of British Columbia, 1971; and R.K. Leik,
R.M. Emerson, and R.L. Burgess, 'The emergence of stratification in
exchange networks: An experimental demonstration'; Paper presented at
the West Coast Conference for Small Group Research, San Diego, 1968.
Institute for Sociological Research, University of Washington, Seattle
(Mimeograph) .

Two different resources are all that is necessary to represent the
abstract relationship; more than two complementary resources would not
change the nature of the principles of the theory, but introduce com-
plications due to the fact that P might need different exchange networks
(groups of people) to meet his needs for different kinds of resources.
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Blau gives an example of a non-material commodity which may be valued
according to a decreasing marginal utility principle in his discussion
of the exchange of advice for deference among office workers. In addi-
tion, obligation, though non-matetial, is often thought to be cumulative.
See P.M. Blau, Exchange and Power in Social Life, New York: John Wiley
and Sons, 1964.

If P has no X, but still says he does not value an increment of X at
all, we may infer either that it would take a great deal of X to pro-
duce any atility for P (positive goods), i.e., his just noticeable
difference is very large; or that P has a negative utility for X (neg-
ative goods), and will pay to be rid of it. The exchange of goods and
behaviour to avoid undesired behaviour from Other is similar to coer-

cion, but can be handled in an exchange framework. See Kuhn, op. cit.,
pp. 361-370.

This condition eliminates situations where individuals feel constrained
to give a fixed number of units of X for a fixed number.of units of Y,
regardless of the situation of the partners to the exchange. Commer-
cial goods are usually sold for the same amount of money, regardless:
of the buyer's wealth, and are not open to manipulation through infor-
mational tactics. (Exceptions do exist: Salvation Army stores reportedly
charge according to the customers' means, a policy which has occasioned
some interesting examples of well~to-do people getting 'dressed down'
in old clothes for a trip to the Sally Ann.)

An illustration of such confusion was seen by the author during one
Hallowe'en. In recent years, children have begun collecting money for
charity instead of candy. As they are instructed not to take both money
and candy, an impasse can result when an adult tries to give the child
something which he knows all children value (candy) together with money,
and the child refuses.

This condition could perhaps be replaced by a requirement that if re-
sources are increasing, they do so at a constant rate across members.
For example, people regularly receive installments of income (dndécon-
sume it), but the comparative resource bases among group members does
not change. That is, the theory probably does not have to be limited
to entirely static situations in which there is no input of resources.

‘Advantageous exchanges could still occur in a given transaction, but

would perhaps have a smaller effect on over-all ranking, which is cal-
culated over a longer time.

See H.H. Kelley and D. Schenitzki, 'Bargaining', Chapter 10 in C.G.
McClintock, Ed., Experimental Social Psychology, Holt, Rinehart and
Winston, 1972, for a discussion of the means of measuring and manipulat-
ing motivational variables in bargaining experiments.
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In an experimental context, it is difficult to comstruct a task that
could simultaneously involve resource production and transfer, although
there are probably elements of both in enduring social relationships.

Kuhn, op. cit., p. 286.

P will not initiate an exchange just because it would benefit him a

lot, unless he believes there is some non-zero probability of acceptance.

The issue of the weight given to value gained as opposed to the probabil-

ity of gain is treated as an empirical issue here, though perhaps one

can make two rough assumptions: '

1) the more often P's initiations are rejected, the more salient and
therefore the more weight that is given to the probability of an
outcome;

2) . in the initial stages of exchange, P has little basis on which to
infer the probability of acceptance of his offers, and will tend to
be optimistic, i.e., inflate the perceived probability of success.
Psychological studies on betting behaviour give evidence that peo-
ple attend more to the probability of gain under some conditions,
and more to the size of gain under others; it also appears that
there are individual differences with respect to how individuals
weight the two factors.

See: P. Slovic and S. Lichtenstein, 'The relative importance of pro-

babilities and payoffs in risk taking', Journal of Experimental Psycho-

logy, Monograph Supplement, 1968, No. 3, Part 2, pp. 1-18.

A weighted linear function (wl Profit to P + %, Profit to 0) could

also be used, but requires a more rigorous level of measurement of
utility and probability, and independence of the factors. It would
make it: possible to assume that P does in fact consider both his own
and Other's profit, and chooses an alternative giving the best balance
of the two factors (so that P may prefer an exchange giving less profit
to self, it if lets him get more than some O, than in a transaction
where P gains more himself, but O gets even more).

Theoretically, P should be able to take O's point of view even if O does
not have the same value function as P, so long as P has an understanding
of that function (i.e., though past experience, extended exposure to
others with that value function, etc.). An interesting possibility is
that P will find it much easier to take O's point of view when it is-
the same as his own; this may help to account for why people tend to
compete and compare with similar Others: the comparisons are more in-
terpretable to P. See P. Hoffman, L. Festinger, and D.H. Lawrence,
'"Tendencies toward group comparability in competitive bargaining’,

Human Relations, 7, 1954, pp. 141-159; and B. Latané, Ed., 'Studies in
Social Comparison’, Supplement 1, Journal of Experimental Social Psy-
chology, 1966, for a discussion of conditions under which people tend

to compare with similar others.
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While it is assumed that P adopts the point of view of others towards-
himself, it is not assumed that he takes the point of view of every
other to all possible others. While such a procedure might let P esti-
mate to whom initiations will be made in the group and the nature of
the initiations, we assume it is beyond the cognitive capacity of the
actors to do so.

A’lexicographic function requires only that P be able to order his
preferences, not assign numerical values to them. While this is an ad-
vantage in some ways, it does not necessarily yield values which can be
multiplied by a weighting factor. Consideration of the most satisfac-
tory model are premature at this point, as one must first establish the
manner in which the process operates, before it can be successfully
modelled.

D. Ellsberg, 'Risk, ambiguity and the savage axioms', Quarterly Journal
of Economics, 75, 1961, pp. 643-669.

In addition to the Ellsberg article, see also J.S. Chipman, 'Stochas-
tic choice and subjective probability', in D. Willner, Ed., Decisions,
Values and Groups, New York: Pergamon Press, 1960; and S.W. Becker and
F.0. Brownson, 'What price ambiguity? or the role of ambiguity in deci-
sion making', Journal of Political Economy, 72, 1964, pp. 62-73. These
studies are reviewed by W. Lee in his book Decision Theory and Human
Behaviour, New York: John Wiley and Sons,1971, pp. 119-123,

The claim that the risky and the uncertain bets have equal expected
value rests on the decision theoretic assumption that if the probability
of events in an uncertain bet are completely unknown, P's best estimate
of probability is the midpoint of all possible and equally likely pro-
babilities. See Lee, op. cit., p. 12L.

See Ellsberg, op. cit., p. 664, for his 'ambiguity corrected' payoff

-— basically, P makes an estimate of the probability distribution over
events, and then steps back and asks himself how confident he feels in
his estimate. If his confidence is low, he will give more weight to a
pessimistic or conservative estimate of probabilities. Becker and
Brownson, op. cit., questioned the appropriateness of Ellsberg's formu-
lations, but their findings support the claim that subjects will pay to
avoid an ambiguous course of action when that course of action has an
expected value equal to an unambiguous alternative. One could also
argue that it is not subjective probability that is revised by P, but
rather his estimate of utility -- the main point being that somehow,
expected utility is lowered in uncertain bets.

E.E. Jones, K.J. Gergen, P. Gumpert, and J.W. Thibaut, 'Some conditions
affecting the use of ingratiation to influence personal ewluation’,
Journal of Personality and Social Psychology, 1, 1965, pp. 613-623;
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E.E.%Jones and J.W. Thibaut, 'Interaction goals as bases of inference

in interpersonal perception', in R. Tagiuri and L. Petrullo, Eds.,.
Person Perception and Interpersonal Behaviour, Stanford:ﬂﬁStanférdl
University Press, 1959; and D. Bramel, 'Determinants of beliefs about
other people', Chapter 4 in J. Mills, ed., Experimental Social Psychology,
Toronto: Collier MacMillan, 1969.

See footnote 23; also H.H+.Kelley and A.J. Stahelski, 'The inference
of intentions from moves in the Prisoner's Dilemma Game', Journal of
Experimental Social Psychology, 6, 1970, pp. 401-419, and H.H. Kelley,
'"Attribution theory in social psychology', in D. Levine, Nebraska Sym-
posium on Motivation, University of Nebraska Press, 1967, pp. 192-238.

J.T. Lanzetta and V.T<.Kanareff, 'Information cost, amount of payoff,

and level of aspiration as determinants of information seeking and de-
cision making', Behavioural Science, 7, 1962, pp. 459-73; S. Lichtenstein,
'Bases for preference among three-outcome bets', Journal of Experimental
Psychology, 69, pp. 162-169.

It seems not unreasonable to argue that the initiator of an impression
believes the impression will be accepted at face value, even though

when the initiator is at the receiving end, he tends to be more suspi-
cious of a discrepancy between the real and the presented self. One sel-
dom hears a person refer to himself as a 'phoney', or as deliberately
working a deception on others, though we commonly hear people verbalize
suspicions that others do this. Support for the claim that P is likely
to believe O will take his offers at face value comes from evidence

_about the existence of cognitive biases: people tend to think their

attempts to exchange will be reciprocated, even if they do not intend
to do the same; and they expect others to behave positively toward
them even if they feel or are acting negatively toward other. There is
a discussion of these findings in E. Burnstein, 'Cognitive factors in
behavioural interdependence', in J. Mills, Ed., Experimental Social
Psychology, T¥oronto: Colliér MacMillan Co., 1969, pp. 309-340.

Kuhn, op. cit., p. 330.

R.M. Liebert, W.P. Smith, J.H. Hill, and M. Kieffer, 'The effects of
information and magnitude of initial offer on interpersonal negotia- ~
tion', Journal of Experimental Social Psychology, 4, 1968, pp. 432-441.

W.H. Foddy, op. cit., 1971.

Emerson is currently conducting research with 5 man groups, varying the
degree of information about profits in bargaining dyads within a larger

.. exchange network. Results to date show that "Under conditions of symbolic:

payoff and visible equity, trade agreements other than (one for one) were
extremely rare, and when they did occur, they were likely to be recipro-
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cated." Emerson predicted that when "equity conditions are not visible,
(subjects with a power advantage) will tend to use their power in effec--
tive bargaining", i.e., will not feel held to equitable exchanges. See
R.M. Emerson, 'Power and position in exchange networks', Paper presented’
at meetings of American Sociological Association, 1971. In a personal
communication, Emerson stated that the trend in the data was as pre-
dicted, but that subjects frequently opted to make profits visible and

to share (December, 1973).

Scope condition 6 ensures this is not tautological by requiring that P
be able to 1natiate to O even if he does not know O's value position
-- all he needs to know is what resource O wants.

See discussion in Chapter 1 of the idea of a P with concealed resources
making use of a 'model' transaction with lower costs and higher rewards
to P.

See discussion of Case 6 —- Asymmetric 1nformat10n salternatives in
Chapter 1.

Because the theory does not predict that a person who witholds infor-
mation about his resources will never have an initiation accepted (e.g.,
he may be accepted by a person who gets no other initiations), there
will be some people who 'succeed' with -tactics of information control,

-and obtain an advantage -~ they are likely to repeat their behaviour.

It is simply argued that their average rate of successful transactions
will be below that of persons whose resource positions and profits are
unambiguously known. Those people who fail in their use of informational
tactics will be less likely to continue trying them. TThey need not all
conclude that provision of information is necessaryy;,-- an alternative

to this might be to locate 'unpopular' others,(e.g., other concealed
persons). However, if a person is ‘unpopular, it is usually because he

makesmann undesirable exchange partners.
1
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v ' CHAPTER 3

RESEARCH DESIGN

To test the hypotheses presented in Chapter 2, a modification
was made to an experimental paradigm used initially by W. Foddy in a study
6f clique formation in exchange networks.l A descriptionoé6ftthe experi-
mental situation will be presented first, including a discussion of the
operationalization of variables central to the theory. The same basic de—
sign was used for two sets of experiments, and a pilot study which ié re-
ported in Appendix IV. The two main sets of expefiments are described in
more detail at the end of this chapter, where attention is drawn to dif-
ferences in procedure between them. The variations’in design were neces-

sary, due to the fact that a satisfactory operationalization of all rele-

vant variables could not be achieved in one design.

Description of the Experimental Paradigm

The research design centered on a trading game. Subjects were
provided with supplies of red and green plasticABingo buttons, and they ex-
changed one colour for another colour.

In each experiment, eight subjects sat behind cardboard:booths
which had been arranged on the top of an octagonal table. (See Figure A.i,
Appendix I). The booths eliminated visual contact among subjects, while a
mesh-covered window in the front of each booth allowed subjects to see the
table in‘front‘of each booth.. Each subject had a.large pile of either red

or green buttons on the table in front of him, and a smaller pile of the
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other colour. Four of the booths were equipped with covers that concealed
the buttons from the view of others; four booths had no covers (Figure A.1,
Appendix I). Subjects could reach their buttons through a gap at the bottbm
of each booth.

A fixed amouhf of buttons of the two colours were distributed
before each experiment, éo'that four subjects had a large number of red and
a smaller number of green. Two of these had covers over the buttons and
two did not. Four others had complementary profiles of many green and few
red, again with covers on two of the piles of buttons, and no covers on
the other two.2 Noeofurther resources were added after the experiment be-
gan. The two levels of visibility of resources (covers and no covers),
ana the different resource profiles were randomly assigned to the eight
seating positions, and the subjects were randomly assigned to booths in
each experiment.3 A card pinned inside each bogthitold the occupant how
much he had of each colour (Figure A.4, Appendix I).

During the experiment, the main lights in the room were switched
off, and a hanging lamp placed over the center of the table. This caused
the subjects to sit in the shadows, but cleérly illuminated any piles of
buttons that were out in the.open. Each person could identify the other
group members by means of lettefs (G, H, ...N)4 attached to the outside
of each booth; an identical'tag was pinned inside. Subjects with covers
over their ‘resources also had a coloured tag on the outside of their booths,
indicating to others the colour of their iarge pile of buttons.

Each booth contained a set of mimeographed initiation forms (see

Figures A.2 and A.3, Appendix I), and a bowl in which to send buttons to
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another person. A value chart used to demonstrate that the principle of
diminiéﬁing marginal utility applied to the buttons was taped to the inside
of each booth. (See Figure A.5, Appendik I.) Subjects were provided with
pencils and paper‘to make calculations.

At the beginning of each experiment, subjects were asked to listen
to a set of tape recorded instructi‘ons.5 (See Appendices IT and III.) The
instructions familiarized the subjects with the setting, indicated the man-
ner in which they could make exchanges, and acquéinted them with the value
table. Subjects were told that they were in the first part of a two part
game, and that they would need both colours of buttons for the second part,
where the two colours would be used for completely different purposes.
(This second part did not take place.)

The instructions included extended examples showing how the worth
of a given total of buttons was increased by having some of red and some of
green, and how successive equal increments of one given colour were worth
less and less, the larger the pile a person had of that colour.

After the inétructions were given, subjects could make an offer
of buttons to another subject by filling out an initiation form (Figure
A.3, Appendix I), indicating:

——.who was sending the offer (the subject's identification letter)

-~ to whom the offer was directed (the letter on someone else's
booth)

-— the amounf 6f one colour that was being offered in return for a

stated amount of the other colour.
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Subjects were allowed to make only one initiation at a time,
although they were not fequired to make an initiation if they chose hot‘
to. In addition, they could only accept one offer at a time (i.e., one
per trial), even if they received more than one. (This rule was necessary
to allow a test of subjects' preferences, given certain combinations of
offers.) Subjects knew that they did not have to accept any of the offers
they received, if they did not want to. They were limited to offering no
more than 100 buttons at a time, to reduce extreme variability in the types
of offers sent, and to make subjects believe the experiment would take
several trials. No limits were placed on what they could ask for, or agree
to give in return for an'offer. The limit of 100 on offers was uniform for
all squects.

| The subjects put the buttons being offered in their bowls, along
with a completed initiation form, and the bowls and offers were then picked
up by the experimenter. The offers on trial 1 were either delivered to the
person they were addresséd to or prearranged offers were substituted for
the real offers and delivered.

About three féét from the subjects' table, there was a long rec-
tangular table, on which were placed large wooden screens (about 30 inches
tall) in a haphazard fashion. Behind, the screens the experimenter kept
bowls with completed initiation forms, and bowls of buttons made up to match
the false initiation forms. These were switched for the real offers after the
experimenter had collected all the subjects' offers for a trial. Subjects' at-

tention was diverted from the deception by giving them a questionnaire to fill
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out after the initiations werescollected; and by telling them that the
experimenter was going to record their offers. Only two subjects in all
the experiments suspected that their offers had been intercepted; in fact,
during the &ebriefing, it was sometimes difficult to convince a subjéét
that his real offer had never been received by the person to whom he had
addressed it,

When subjects received an offer, they could reply to it either by
circling the word 'rejected' on the initiatioﬁ form (Figure A.2, Appendix I),
or, by circling the word 'acﬁepted', and then replacing the buttons offered
with the requested amount of another colour. One trial, or opportunity
for exchange, consisted of the sequence beginning with the éending of an
offer, and ending with the return of the bowls to their owners. No experi-
ment was run for more than two trials.6

Questionnaires were given to the subjects: 1) after they had made
initial offers, but before any were delivered, and 2) after subjects had
replied to the first initiations but before their replies had been delivered.
(See Appendices II and III for the questionnaires that were used.) The
: questionnairgs probed subjects' reasons for initiations and acceptances of
offers, peréeption of the marginal value of buttons, and their preference
for concealment of their own and others' resources. At the end of each
experiment, subjects were debriefed and asked not to describe the experiment
to anyone.

Communication between subjects was restricted to pre-written
forms (Figures A.2 and A.3 in Appendix I). Subjects were instructed that

they could not write additional messages, beyond filling in the blanks on
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the forms. The experimenter restricted her conversation with subjects to
repetition of instructions if clarification was requested, and reminders

to the subjects to fill out their initiation forms and questionnaires com-
pletely. The subjects did not appear to be concerﬂed that the experimenter
could see the offers they made, and it was clear that the experimenter would

7
make no announcements about the proposed terms of transactions.

Operational Definitions and Scope Conditions

The. theory in Chapter 2 deals with two or more valued resources,
X and Y, distributed unevenly in a group, such that for each member there
are at least two others with complementary value positions on X and Y.
(Scope condition 1.) The resources could be behavioural, material, or non-
material, but had to be transferable. In addition, they were to be valued
according to a marginal utility function (Scope condition 2), and it was
specified that group members could know or infer that thisAvalué function
applied to Others as well as themselvés (Scope condition 3). To meet these

requirements, two resources were operationally defined as red and green

bingo buttons (material commodities). The buttons were given value by

instructing the subjects that both ¢olours of buttons would be needed for
the second part of the experiment, where the two colours would be used for
completely different purposes8 (see Appendices II and III for instructions).
The buttons had the advantage of being free of individualistic associations >

which might cause each subject to value them according to an unknown func-

tion that might vary across subjects.
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The requirement that the buttons be valued according to a marginal

utility function was met through instructions to the subjects that the worth

of different amounts of buttons was to be assessed by reference to the value
chart, on which equivalences of buttons and value units had been set accord-
ing to the function a = Vb/2, where a is value units, and b is the number

of buttons. The total number of buttons given to a subject constituted his

resource base, and the number of each colour defined the value positioﬁ for

each resource. The gain in value units brought by an addition of a number

of one colour of buttons could be calculated by comparing the equivalent
amounts in value units for the pile of buttons of that colour before and

after the addition was made. Costs in value units could be calculated by

comparing the worth in wvalue units of a pile before and after an increment
of buttons was given up. Net profit was the result of subtracting costs
from rewards. These calculations were made clear by means of examples.
(Once profit is operationally defined, the definitions of fair and advan-
tageous exchanges follow.)

Subjecfs were motivated to trade because an increase to their small
pile of buttons brought a larger gain than the cost incurred by giving up
an equivalent amount from the large pile. It was emphasized in the instruc-
tions that.a balance of two colours had more worth in the second part‘of
the game. It was also made clear that large balanced piles were Worth
more than small balanced piles. Given that the total number of buttons in
the group was constant, this imposed a competitive orientation; in addition,

9 :

subjects were told to do as well as they could. The expectation of a sec-
ond part of the game met the condition that future comparison with others

10
would occur (Scope condition 4).
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The value chart had the advantage of standardizing the worth of
different numbers of different coloured buttbqs, without going into detaii
about the second part of the game. In addition, it met Scope condition 3,
specifying that individuals could know the value function by which resources
were valued, without having to know the resource base and value positions
of any particular Other.11

Scope condition 6 stipulated that some members of the group could

withold information about resources, but would be unable to give out false

information. The covers over four of the subjects' buttons satisfied this
condition. These subjects were not allowed to communicate the size of their
resource¢bases to others. The coloured tags indicating the predominant
colour, and the types of offers made by these subjects were the only infor-
mation available about the profits they were receiving, and this information
was ambiguous. Subjects were told that persons with covers might have more,
12

less, or the same. as those with visible piles of buttons; this was in-
tended to create doubt about the size and value position of the concealed
resources.

On the other hand, the piles of buttons of the four subjects that
had no covers gave unambiguous information about the size of the resource

13

bases, especially in the set where the exact numbers of buttons possessed
by visible subjects was displayed on a card on the outside of the booths
concerned.’

During the experiment, these visible subjects had to place addi-

tions to their resource bases made through trading out on the table where
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14
others could see them. lNote: For efficiency, we will henceforth refer

to subjects with cévered buttons as non-visibles; and to those with no covers
as visibles.

The task facing egch subject, then, involved entering into ex-
changes with other persons in order to obtain roughly equal sized piles of
red and green buttons for use later on in the experiment. The actor hég:
to select from a set of four possible exchange partners, who h$§iresources
complementary to his own. The situation calls for a degree of cooperation
for anyone to benefit, but in which the ‘terms of the transaction are in
conflict. 1In the experiment, P must decide wﬁich of several altermnative
others to whom ﬁe should initiate.  He has some information about the re-
sources of 3 or 4 other subjects, but is in the dark about 3 or 4 others.
Initially, P has a choice in.terms of the number of buttons he will offer
for a given returﬁ, and the levél of profit he offers to O will affect the
chance his initiation will be accepted. Subjects would be generally aware
of two cénflicting,éendencies -— as P's own profit increases (and P prefers
this), O's prdfit decreases (and O does not prefer this). Thuss some bal-
ance must be struck such that P asks as much as,poséible, but does not
expose himself to certain rejection.

Although P has no control over how many others initiate to him,
he does not have to take up én initiation unless it suits him. Since
this is true for the targets of his initiations too, the outcomes for a
given trial are uncertain, and P can complete a trial with two, one, or
no completed transactions. He can have an offer accepted and acgept one;b

either of these events alone can occur; or he may receive no initiations
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and have his own rejected. One subject can of course receive as many as

four initiations from those with a complementary colour.

Variations in the Paradigm

The next sections describe the details of two sets of experiments
conducted to test the hypotheses developed in Chapter 2. A description of
a pilot study is included in Appendix IV. There were fourteen experiments=
in each set. The research paradigm described in this chapter was used for
all sets. The variations resulted as atfempts were made to improve the
operationalization of theoretical variables, and to eliminate confounding
effects. However, the changes cannot be viewed as a developmental sequence
moving from bad to good, since it turned out that changes made to strengthen
certain aspects of the experiment weakened others. We will comment briefly
on three of the problems created by the paradigm.

To testhypothesis 1, that P will prefer to initiate to an Other
with a large amount of Y relative to X, it was necessary to have at least
two levels of resource base, or two levels of value position (total num-
bers of buttons possessed by different visibles; balance of red and green
for different visibles). However, this confounded the test of Hypothesis 4,
that visibles were the most prefefred partners, as it would not be possible
to tell if subjects had initiated to a visible Other because he was visible,
because he had a lot of buttons, or both. Consequently, it was necessary
to have a set with differences in resource bases among visibles, and a set

where there were none.
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It was ﬁecessary to intercept subjects' real offers, and substi-

tute two identical initiations (one each from a visible and non-visible),

1
to check subjects' p;eferences as predicted in Hypothesis 5. ° This had
to be done on the first trial, before subjects set up obligations with
subjects on the basis of first initiations and acceptances. Such interven-
tion, however, prevented us from seeing if the 'matural' sequerce outlined
in Chapter 1 (i.é., where non-visibles try for advantég§§;}but receive few
initiations, fail to have their offers accepted) did in fact lead to.the
view that witholding information is really no advantage when Others have
alternatives.

Scope-Condition 3 stipulated that subjects be in doubt about the
resource levels of non-visible subjects. It has been argued that the main
strétegy open to P to obtain advantage in this case is to act 'as if' he
could not afford to give up as many buttons as he would in a fair trade.
For this to be a realistic strategy, other members must at least entertain
the possibility that some of the non-visibles were 'wealthier' or 'poorer'
than themselves, so that fair exchanges would not be seen simply as one for
one trades of buttons. A problem arose because subjects tended to assume
symmetry in the distribution of resource profiles among visibles and non-
visibles. Several non-visible subjects mentioned that it was a 'simple
matter'.to guess that the non-visibles had the same profiles as the visiblesy,
when all the visibles had the same resource profile (and this was a neces-

16
sary condition for the test of Hypotheses 4 and 5). Unless doubt could

be created, Stope condition 3 would not be met. If the experimenter told

subjects that non-visibles were different, and it was patently obvious to
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each non-visible that he was not different, then the experimenter was lying.
Although it would have been better to make éll subjects alike for the pur-
pose of testing Hypotheses 4 and 5, the simpiténeous testing of ‘Hypothesis
2 made this seem unworkable. It Qas decided to create differences of re-
sources between visibles and non-visibles, and‘to explicitly inform the
subjects that differences of some sort did exist, It was still possible to
set the resource bases and value positions oflvisiblés all equal (excepting
complementarity).

| With these preliminary considerationé in mind, the details of

Sets A and B are given in the following section.

Set A

Fourteen expériments were conducted for Set A, with the follow-
ing distribution of resources aﬂd information (see Figure 3.1).

The totals of 1630 and 830 were used, becausé bingo buttons are
quite small, and one needs a pile of over 600 to look noticeably large
enough to trade from. Non-visible subjects had somewhat more information
than visible subjects, in ﬁhat they.could see that they had an identical
profile to one visible subject, and the same size of resource base as two
others.

Note:that in Set A, subjects did not know the exact size df others"
resource bases, but only that some players had more buttons than others.
Thus, an advantageoué éxchange can be defined by the experimenter, but the

subjects could not know the exact number of buttons that would satisfy a



Figure 3.1 Distribution of Resources and Information in Set A
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criterion of fairmess. It was expected the actor would consider other
players to be of the same resource level, or as having more (or fewer) re-
sources.

In Set A, the first offers were delivered to the booths indicated

by the initiator on the form. No offers were delivered until all had been

vcollected, to avoid affecting the offers of subjects who might receive an
injitiation before sending one. Before delivering the first set of offers,
the experimepter had subjects complete the Questionnaire (see Appendix II),
holding the bowls at a side table until the subjects had completed the ques-
tions. After the trial 1 offers had been processed by the subjects, the
experimenter returned the bowls, with buttons and initiation forms to their
owners, and instructed the subjects to make their second offer. AAgain
the experimenter gave them the same qﬁestionnaire to coﬁplete, and while the
subjects were occupied with it, switched the real offers for false ones, all
directed to visible subjects. All false offers asked for 100 buttons of |
the recipient's predominant reseurce, in return for 100 buttons of the ini-
tiator's p;edominent resource. High visibles received bogus offers from
the other high visible, and from a high non?visible; low visibles received
them from the other low visible and from a low non-visible. They did not,
of course, know the resource 1evel.of the non-visible source. The fake offers

were made within resource levels to limit the number of sources of variation.
Set B

This set really consisted of two sub-sets of experiments, with

seven groups of subjects in each. When it is necessary to differentiate them,



91
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the subsets will be referred to as BI and BII. The=resource profilés for

tﬁe two éubsets are shown in Figufe 3.2.

While in Set A there wefe two high and two low non-visibles in
each experiment, in Set B there were either four high or four low non-
visibles. Since no one knew this, there is no crucial difference between
these, and experiments where highs and 1ows are both present. Visible sub-
jects had signs on the outsides of theif booths showing the exact number of
buttons. Non—visibles had coloqred tags showing whether their predominant
resource was red or green.

Further differences introduced in Set B were as follows:

1) A limit of five trials was stated in the instructions, to attach some
cost in time to gxploratory offers.

2) Only one transaction (one trial) was actually completed (compared with
two in Set A).

3) Subjects were told there would be four winners, and that these would
be the four who had 'done best'.

4) TFalse offers asked for 110 buttons in return for 100 offered. While
this increases the likelihood of double rejections, it forces subjects
to express a preference for the source of an offer which does certainly'
(in the case of a visible initiator), and may possibly (with the non-
visible initiator) be giving the recipient a lower profit than the
partner.

: ' 17 -

5) Non-visibles, as well as visibles, received two false offers gach)

This interference with the first set of initiations made it impossible



Figure 3.2 Distribution of Resources and Information in Set B
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to continue the experiment beypnd one trial, without exposing the de-
18 -
ception. -
19

In other respects the procedure was basically the same as for Set A.

- More extensive questions were'asked concerning eubjects' reasons for the size
and target of initiations, and reasons fof acceptance and rejection of
offers.

The data that result from Set B consist of real initiations by
subjects on Triel 1; acceptance of pre-written offers (and in Set BI,
acceptance of real offers to visibles); and the subjects' written comments
about their perception of various aspects of the situation.

It should be emphasized that the strongest test of the prefer-
ence for a visible exchange partner would come from the data for visible
subjects in Set B. They were the only subjects who could see no differen-
tials in resource bases among visible players, and who were truly uncer-

. tain about the resource profiles of non-visible others. For both types of
non-visible, higﬁ and low, a resource differential with the visibles is

evident -- non-visible highs have more than visibles, and non-visible lows

in Set BII have less.

Predictions for Experimental Paradigm

- A short description of the data generated from the experimental
paradigm which will be relevant to testing each of the hypotheses is given
below. Actual results from the experiments will be presented in the next

chapter.
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Hypothesis 1: The prediction that an actor will prefer to initiate to an
Other who has the best prices implies that he will offer to
the High resource players or to players with a large imbal-

ance of one commodity over another. As this hypothesis

applies only tp Visiblé targets Set B is not relevant, since
all‘the visibles in Set B had the same total resource base
and value positions. Thus we will use data from Set A, and
some results from the pilot study will also be presented.

In the latter, subjects all had the_same tétal number of
buttons (1200 each), and differed only in the resource posi-
tioné on each colour. Some subjects were near to balance,
some were very unbalanced, and relative to these visibles,
the non-visibles had an intermediate level of balance. In
‘both sets, the hypothesis will recei&e support if the major-

ity of initiations are addressed to the visibles with the

best prices.
Hypothesis-2: To test the tendency for non-visibles to make advantageous

exchanges, we shall compare the proportions of non=visibles

“'and visibles making advantageous dinitiations. In addition,

the 'typical' offers of the two groups will be compared, on
the expectation that non-visibles will make initiations that
bring more profit to themselves, if accepted. Visibles
should make typical offers that are 'fair'. Fair will be

defined relative to the resource base of the exchange part-



Hypothesis 3:

Hypothesis 4:
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ners. Data will mainly be from Set B,‘where the confounding
of wealth level and visibility did not occur, and where sub-
jects knew the exact size of the visible Others' resource
bases. |
Data relevant to whether or not the non-visibles perceived
an advantage in the covers will be responses made by non-
visibles on the questionnaire given on Trial 1 in both

sets. in farticular, questions about the perceived advantages_
and disadvantages of the covers, and about the desire to

retain them, are relevant. Again, data from Set B will be

of greatest interest, because subjects' perception of the

covers was more‘systematically probed in this set. Data

from both sets will be examined concerning'the initial de~
sire to retain the covers. In addition, we can examine
subjects' estimates of the probabilitybthat their initial
offers will be accepfed, to see whether the non-visibles an-
ticipéte any reduced likelihood of acceptance due to the con-
cealment of their resources.

Set B is- the best test of the preference to initiate to
someone about whom one has reliable information, as the visi-
bles in Set B are identical in total resource base size, and
in balance of resources., In addition,.their total resource
base is known exactly by cards on the outside of their booths.

The relevant data are,simply~pnoportions of'initiations to




Hypothesis 5:
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‘visibles and non-visibles, by both visibles and non-visibles.

The expectation is that significantly more than half of all
offers will go to the visibles, Despite the confounding

of wealth and visibility in Set A, data from these experi-
ments will also be examined, to see if a significantly
greater proportion of initiations continue to be addressed to
visiblés on Trial 2, Subjeéts' written reasons for initia-
tions will give supplementary evidence that the subjects
responded to visible resources in the manner predicted.

The false offers prepared by the Experimenter to make two
identical initiations, one from a visible and one from a non-

visible, allow a test of the fifth hypothesis. We expect a

‘preponderance of acceptances of the offers from a source with

‘'visible resources. Set B provides the best test of this

prediction, as the false offers weré given both to visibles
and non;visibles, and they were received by players before
they had completed any other transactions. If, in addition

to a simple preference for visibles, non-visibles actually
made worse offers (i.e., offers to P that gave P less profit),
then the rate of acceptance of initiations from a noﬁ—visible
source would be even lower than if a non-visible and a visible
made identical offers to a given P. To test this conjecture,
offers from Set A, which were delivered on the first trial

without interference, will be examined.
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Hypothesis 6: If the non-visibles' perception 6f the advantages in covers
decreases over exchange transactions, we expect one possible
reaction to their predicted failure to be a desire to reveal
information about their resources. Thus, the data relevant
to this hypdthesié are the subjécts' stated pfeferences (on
the Questionnaire) about retaining or remqving the covers.
Set A must prévide the data ﬁérg;ifias the non-visibles were

questioned 'before' and 'after' engaging in transactions. An

~increase in the frequency of subjects desiring the covers off

can be read as support for the prediction.

Sample

Subjects for the experiments were male college students at the
University of Alberta, Canada, between the’ages of 17 and 39 years. The
students were all underéraduates, who had volunteered at the request of the
experimenter, Ovef 500 students from introductory chemistry, physics; engi-
neering, agriculture, commerce and business administration, and sociology
courses volunteered, and of these, 352 subjects were used. Subjects were
assigned to experiments on the basis of free time in their timetables. No
assumptioné are made about whether the sample is representative of a given
population: the position taken here is that thé behavioural principles
under investigation apply to all people, and that demographic variables are
not systematically related to the dependent variables of theoretical interest

in this'study. No personality measures were used as independent variables,
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because the theory presented here is concerned with variables which are
.assumed to operate in a similar way for all subjects. It is conceivable
that personality may influence the development of an individual's prefer-
ence ordering for resources —-- once this is known, however, the principles
governing their exchange behaviour aré.not assumed to be idiosyncratic.

Females were not used as subjects, on the expedient grounds
that, although females volunteered at a higher rate than males, past exper-
ience with female suﬁjécts indicated that they do not actually show up as
reliably as males. Since the experiments required eight subjects at once,
it was decided to use males to minimize the number of experiments that
could not be run for lack of subjects. (As it was, an extra subject was
6ccasionally solicited in the cafeteria, if only seven subjects appeared.)

20
Sex of subjects is thus held constant.

Because both levels of the information variable were run simul-
taneously, no precautions were ﬁecessary to avoid unequal maturation, or
fatigue, of the subject pool. Subjects were requested not to describe the
experiment to their friends, as knowledge of the hypotheses or tﬂe experi-
mental manipulation of offers received during the game would iﬁvalidate the
results. Subjects appeared to have honoured this request in the main —-
only two subjects (in the same experiment) suspected the deception, and
the data from this experiment were discarded.

A final cdmment should temade concerning the comparison of this

’ 21

paradigm with those frequently used in studies of bargaining. To date,

most experiments'have provided neither alternative exchange opportunities,



99

nor a resource base against which fairness or equity can be defined in terms

other than a 50-50 split of money profits (which really represents equality,

not equity). The present experiment attempts to operationalize such fac-

tors, which are generally agreed to be important.

has several alternatives? there is also no need to
a settlement within dyad before they can iééve the
of bilateral monopoly bargaining have been able to

adjustment of initiations and expectancies, and on

Because each subject

require subjects to reach
_ 22

experiment. Studies

focus on the sequential

the effects of symmetric
23

and assymetric information for the bargaining outcomes, but have been

unable to study the factors of alternatives, and preferences for certain

kinds of partners. Thus, while the present study arose in the context of

the social psychology of bargaining and exchange, the method of investiga—-

‘tion of the phenomena is different, with the theoretical emphasis on the

choice of exchange relationships, and initial tactics, rather than on the

internal bargaining in a particular dyad that leads to a single solution

and division of a payoff.



Figure 3.3 Summary of Features of the Two Experimental Sets

SET A

14 experiments
Each experiment had:

-visibles-2 highs (1630 buttons)
-2 lows ( 830 buttons)

-non-visibles .
-2 highs (1630 buttons)

Exact totafls S¥visfpledvtigns)
sources not displayed.

First initiation not intercep-
ted, delivered to real target,
and returned to initiator
(Tri{al 1). Trial 2 initiations
intercepted, false offers of
100/100 delivered to visibles
only, replies collected.

Questionnaires: after initia-
tions made and picked up but
prior to delivery on Trial 1;
during Trial 2, non-visibles
replied to second question-—~
naire.

Experiment terminated after
Trial 2.

SET

B

Set BI -- 7 experiments
Each experiment had:

-visibles-4 mediums (1200 buttons)

-non-visibles

-4 highs (1400 buttons)

Exact totals of visibles' re-
source piles written on cards on
subjects' booths.

Real offers delivered to visibles
only; replies picked up; offers
of non-visibles intercepted, sub-
stituted two offers of 100/110
from visible and non-visible - .
Trial 1.

Questionnaires: after Trial 1
initiation made; second question-
naire after replies to Trial 1
offers collected.

Experiment terminated at end
of Trial 1.

Set BIT -- 7 experiments
Each experiment had:

-visibles-4 mediums (1200 buttons)

-non-visibles

-4 lows (1000 buttons)

Exact totals of visibles' re-
source piles displayed.

Trial 1: real offers of all sub-
jects intercepted; two false
offers to all subjects of
100/110.

Questionnaires: after Trial 1
initiation made; second question-
naire after replies to Trial 1
offers collected.

Experiment terminated at end
of Trial 1.

00T -



101

FOOTINOTES FOR CHAPTER 3

W.H. Foddy, 'The formation of cliques in collectivities as a consequence
of initial distributions of dimensions of wealth', Unpublished Ph.D.
Dissertation, University of British Columbia, 1971.

S. Siegel, A.E. Siegel, and J.M. Andrews, Choice, Strategy and Utility,
New York: McGraw Hill, 1964. Siegel postulates that the choice of a
response in probability learning situations is determined by the utility
of a correct response and the utility of varying choice, which Siegel
claimed arose out of boredom. In social exchange, more than just the
escape from boredom is achieved by choice variability -- people do not
like to incur too many obligations with one individual, as it increases
dependence on that person.

This was to eliminate systematic bias due to greater visual centrality
of the person opposite. In W. Foddy's study, there was a tendency for
subjects to direct a greater proportion of their initiations to persons
directly opposite. See W. Foddy, op. cit., 1971.

To avoid alpha preference.

For each set of experiments, subjects listened to a tape recording of
instructions, and in Set B but not Set A, read a transcript of the tape
while it was playing. Subsequent to the first set of experiments, a
study conducted by W. Foddy indicated that subjects could recall more
information from the.dual presentation of instructions, than they could
if tape only or transcript only was used. Because the instructions in-
duce some of the main scope conditions and assumptions, and because it
was important that subjects understand them in the most uniform and com-
plete manner possible, it was appropriate that Foddy's findings should
be applied, OQur: experiments were all conducted by the author, so that
bias due to the sex of the experimenter is held constant, though it is
unknown. See: W,H. Foddy, 'On getting through to some of the people

- some of the time', Unpublished Manuscript, Edmonton: University of

Alberta, 1972. o

Subjects believed the experiment would continue for more than two trials.
See description of the two experimental sets for details.

It could be objected that non-visible subjects were visible to the exper-
imenter, and may have felt constrained to be 'fair'. Such an objection
has less force, if one accepts the conceptualization of norms as 'pru-
dential maxims' rather than moral rules that make one feel guilty if

one benefits by breaking them. That is, since non-visible subjects were
not trading with the experimenter, the fact that she could see whether

or not their offers were equitable, would not have affected the probabil-
ity that the offer would be accepted by the subject to whom it was direc—
ted.
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The provision of a value chart and the deception regarding a second
part were deemed necessary, because previous work with the paradigm
suggested that a prinéiple of diminishing marginal utility would only
operate when subjects knew why they wanted a resource, and what it was
worth to them. See W. Foddy, op. cit., 1972.

In the second set, subjects were told there would be four winners. The
objection could be made that having only one winner would induce more
competition. It was decided to have four winners, so that subjects
starting at a less advantaged position in terms of total resource base
would still believe that they could 'catch up', and so that these people
would not give up and lose interest in comparing with others. Some
comments from subjects in Set A, where there were large differences in
wealth, and no winners, indicated that some subjects did not try to

make comparisons with players at a different wealth level. Hoffman, et
al., givef\evidence that people cease comparison with a person who is
doing much better in a game, and cannot be 'caught up'. See: P. Hoff-
man, L. Festinger, and D.H. Lawrence, 'Tendencies toward group compara-
bility in competitive bargaining', Human Relations, 7, 1954, pp. 1l41-
159; see also B. Latané, Editor, 'Studies in social comparison', Journal
of Experimental Social Psychology, Supplement 1, 1966.

There is a possibility that subjects will trade with others with whom
they cannot compare, in order to get ahead of someone they can see, some-
one with whom they are comparing profits. In this sense, comparability
refersto similarity of progress towards maximizing total value units
(balancing the piles of buttons, rather than to comparison of subjec-
tive profits for a given exchange):. Hoffman, Festinger and Lawrence

(op. _cit., 1954), found that subjects preferred to share payoffs with a
non-comparison other, as a means of getting ahead of another subject with
whom they were competing. It may be the case that visible others were
more salient competitors, since their progress toward balanced resource
piles could be watched. There might then be an 'end-game' effect, with
visible subjects avoiding exchanges with one another, but paying no atten-
tion to the possibility that non-visible players might also be nearing
optimum balance of resources. The consequence of this would be that the
alternatives about which P has .réliable information seem so undesirable,
that the expected value of the uncertain exchange (with a non-visible)

is greater in spite of its greater ambiguity. Such an effect is more
likely in the experimental situation with fixed total resources and a
clear-cut final tallying of winners and losers. These conditions may
give an unrealistic representation of conditions found in ongoing ex-
change relationships, where peopie probably attend more to their current
exchanges and short-term comparisons. Where total resources in the group
are static, end-game effects will occur because it is: possible for all

to reach equimarginality of resources, and have no further motivation

to exchange; if resources are consumed and renewed (as with salaries),



11.

12,

13.

14,

15.

16.

103

or changing (as with a change in task), people probably attend more to
immediate balance of profits. Since experimental groups are short-term,
it is difficult to design an experiment where final rankings are not ex-
tremely salient.

In the end, individualistic associations and values would have to be
measured, and provided for in a theory. At this stage of testing general
principles, however, it is simpler to control for such variability, than
to identify a range of value functions, and try to include all combina-
tions in a study.

In the second set, they were told that subjects with covers might have

.. more, or less, but did not have the same numbers as visibles.

Bartos says that P has 'reliable knowledge' if there is an unimpeachable
authority which guarantees information (i.e., implying that O is not
reliable, and a disinterested party will be looked on as a source of
trusted information). See 0.J. Bartos, 'Towards a rational empirical
model of negotiations', in J. Berger, M. Zelditch and B. Anderson, Edi=-
tors, Sociological Theories in Progress, Houghton, Mifflin, Co., 1972,
Vol, II. ‘

Some subjects tried to conceal additions to their piles of buttons by
keeping them inside their booths.

An offer of 100 buttons of one colour for 100 buttons of the other colour
was used in Set A. 1In Set B, the false offers asked 110 in return for
100. To avoid suspicion, the experimenter varied the handwriting on
offers going to the same person. An offer of 100 for 100 was chosen as
typical, though perhaps an offer asking more than it offered would have
forced the subject to express his preference more strongly, as a one

for one offer is 'prominent', and may have aroused less suspicion. Be-
cause the rules permitted subjects to accept only one offer at a time,
their choice between two identical offers from a visible and a non-
visible source could be taken as an indicator of their preference. See:
T.C. Schelling, The Strategy of Conflict, Cambridge: Harvard Univer-
sity Press, 1960. Schelling discusses the prominence of some solutions
in games of coordination, suggesting that if communication is prohibited,
subjects choose obvious solutions in the hope that their partners will

do likewise (e.g., meeting at a crossroads; dividing a dollar 50-50, etc.)

The bias may also exist due to the expectation that much of normal ex-—
change does in fact take place among peers, despite the desire to ex-
change with those who have a lot of resources. In an experimental para-
digm similar to the one used here, W. Foddy demonstrated that although
both high and low resource persons made first initiations to high re-
source persons, there was a tendency for exchange to stratify, with high
resource persons trading with each other, and low resource persons by
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default becoming trading partners with each other. This was interpre-
ted as the result of high resource persons being able to offer one ano-
ther a higher profit compared with that offered in initiations from
low resource persons. See W.H. Foddy, op. cit., 1972,

False offers were distributed on Trial 1. In Set BI, only the non-
visibles received false offers. Real offers were delivered to visibles,
In Set BII, all subjects received two false offers. It was initially
believed to be impossible to trot out 16 bowls when only 8 were supposed
to exist. Experience indicated that subjects did not expect to be de-
ceived, and simply did not notice how many bowls the experimenter car-
ried around.

The only return possible would have been to reject all the non-visibles'
offers in Set BI, and all offers in BII; because the offers were inter-

cepted, the offers subjects responded to could not be given back to

the supposed sender. The major purpose of Set B was to separate the ef-
fects of differential resource profiles and visibility, and to test

- Hypothesis 5 concerning acceptances for both visibles and non-visibles.

See Figure 3.3 at end of this Chapter.

The literature on experimental games provides contradictory evidence
about sex differences in game behaviour, especially concerning the issue
of whether females are kinder and more cooperative, or more competitive
and suspicious. Vinacke found more cooperative behaviour among females
in a coalition game, except when cumulative scores or rank considerations
were introduced, at which point sex differences in behaviour vanished.
Bixenstein, Chambers and Wilson (1964) found males played more coopera-
tively than females in a Prisoner's Dilemma game; Komorita found females
more cooperative than males; and Bixenstein and Wilson (1963), Bixen-
stein, Potash and Wilson (1963), and Tedeschi, et al. (1969) found no
significant sex/choice behaviour correlation. The findings about sex
differences are equivocal because sex, which is a global, many-faceted
category, has not been linked in a systematic theoretical way to a
particular sort of behaviour or behaviours in experimental games. Often,
researchers start with a commonsense idea of how boys differ from girls,
and see if this difference predicts aspects of game behaviour. In
addition, personality and sex differences are not usually good predictors
of behaviour unless the statements employing them are conditioned by
situational variables. In terms of this research, there is no particular
reason to suspect women are governed by different principles in exchange
than are men, though they may well assign different values to various
resources.

For studies that attempt to relate sex role to game behaviour (mainly

in Prisoner's Dilemma), see: D.W. Conrath,. 'Sex role and cooperation in
the game of Chicken', Journal of Conflict Resolutioq{\ 16, 1972, pp.
433-442; B, Jones, M. Steele, J. Gahagan, and J. Tedeschi, 'Matrix values
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and cooperative behaviour in the Prisoner's Dilemma game', Journal of
Personality and Social Psychology, 8, 1968, pp. 148-153; S.S. Komorita,
'Cooperative choices in a Prisoner's Dilemma game', Journal of Person-
ality and Social Psychology, 2, 1965, pp. 741-45; V.E. Bixenstein, N.
Chambers, and K.V. Wilson, "Effect of asymmetry in payoff on behaviour
in a two-person, non-zero-sum game', Journal of Conflict Resolution, 8§,
1964, pp. 151-59; Bixenstein, Potash and Wilson, 'Effects of level of
cooperative choice by the other player on choices in a Prisoner's Dilemma
Game, Part 1', Journal of Abnormal and Social Psychology, 66, 1963, pp.
308-13; Bixenstein and Wilson, 'Effects of level of cooperative choice
by the other player on choices in a Prisoner's Dilemma game, Part 2',
same journal, 67, 1963, pp. 139-47; W.E. Vinacke, 'Sex roles in a three
person game', Sociometry, 22, 1959, pp. 343~59; W.E. Vinacke, 'Negotia-
tions and decisions in a politics game', in B. Lieberman, Social Choice,
Gordon and Breach Science Publishers, 1971, pp. 51-81; Tedeschl, J.T.,
et al., 'Start effect and response bias in the Prisoner's Dllemma game',
Psychonomic Science, 11, 1968, pp. 149-50; S. Oskamp and D. Perlman,
'Factors affecting cooperation in a Prisoner's Dilemma game', Journa1_
of Conflict Resolution, 9, pp. 359-74.

Gallo and McClintock sum it up by stating. "A large number of studies have
failed to demonstrate any relationship between sex of the players and

choice behaviour," and they list several other studies that lead them
to this conclusion. See P,S. Gallo and C.G. McClintock, 'Cooperative
and competitive behaviour in mixed motive games, ' Journal of Conflict
Resolution, 9, 1965, pp. 68-79.° '

L.E. Fouraker and S. Siegel, Bargalnlng Behaviour, New York: McGraw
Hill Book Co., 1963; C.S. Fischer, 'The effects of threats in an incom-
plete information game', Sociometry, 32, 1969, pp. 301-314; H.H. Kelley,
'A classroom study in the dilemmas of interpersonal negotiations', in

K. Archibald, Ed., Strategic Interaction and Conflict, University of
California Press, 1966, pp. 49-73; R.M. Liebert, et al., 'The effects of
information and magnitude of initial offer on interpersonal negotiation',
Journal of Experimental Social Psychology, 4, 1968, pp. 431-444.

For a review of the paradigm most‘frequently used to study dyadic bar-
gaining, see H,H. Kelley and D. Schenitzki, 'Bargaining', Chapter 10
in C.G. McClintock, Ed., Experimental Social Psychology, Holt, Rinehart
and Winston, 1972, '

For a discussion of the implications of requiring subjects to reach agree-
ment before the -experiment.can terminate, see Kelley and Schenltzkl,
1b1d., pp. 306-307.

L.L. Cummings and D.L. Harnett, 'Bargaining behaviour in a symmetric
triad: the role of information, communication, power and risk-taking
propensity', Review of Economic Studies, 36, 1969, pp. 484-499; and D.L.
Harnett and L.,L. Cummings, 'Bargaining behaviour in an assymetric triad’,
Chapter 2.5 in B. Lieberman, Social Choice, Gordon and Breach Science
Publishers, 1971.
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CHAPTER 4

RESULTS AND EVALUATION OF RESULTS

Introduction

In the first t&o chapters, a proéess was outlined in which Pﬁgought
to maximize value by obtaining an optimum bélance of resources which weré
valued according to a principle of diminishing marginal utility.- In fair
exchanges, he could get the best terms in a transaction by locating a part-
ner who placed relatively high value on what P could give him (X), and
relatively low value on what P wanted (Y).‘ Beyond seeking terms in fair
exchangeé which brought him the best possible profit, P was motivated to
gain additional profit through advantageous exchanges, by controlling in-
formation required by Other to assess the fairness of a transaction. P's
success in obtaining advantage was seen to be limited by a preference on
the part of P's potential. partners for reliable information about the resources
of anyone with whom they might agree to trade. As a result, P was expected
to learn that witholding informationvwas in fact a disadvantage. To test
the predictions, two sets of experiments were developed as described in
Chapter 3. The presentation of results from these experiments will
follow the same order as the presentation of hypotheses in Chapter 2. Thg
evaluation of each hypothesis will include a restatement of the formal
hypothesis, followed by specific experimental predictions; the relevant
data will then be given, and conclusions drawn on the basis of the results.
An argument for the operational interpretation of the yariables has been

1
made in Chapter 3, and will not be repeated here.
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Many of the predictions from the theory depend on the prior‘con—
dition that subjects value the resources according to a marginal utility
function. Because the success of the manipulation to build in this value
function is so important to the interpretation of results, at appropriate
points: in the discussion of the results, we will draw attention to evidence
that this condition was satisfied. This evidence will be summarized at

the end of the chapter.

Initiations to Persons Perceived to be Willing to Pay the Best Prices

Hypothesis 1: Among those members of the group about whose resource
bases and value positions P has unambiguous information, P is most
likely to initiate to a person, O, whom P perceives to have the greatest. :
amount of resource Y, and the smallest amount of resource X relative
to Y.

In the experiments, differential amounts of resources X and Y

(red and green buttons) were operationally défined in two ways:

1) 1In Set A, some subjects had either a total resource base with 1630 of
one colour and 30 of the other (high resource subjects), or 800+<of one
colour and 30 of the other (low resource subjects).

2) In the Pilot study, all subjects had the same total resburce base of
1200 buttons, in different combinations of red and green (different
value positions). These resource profiles are shown in -Appendix IV.

Since the experimental predictions for these two sets are different, we

will discuss each case separately.

Experimental prediction (Set A): ‘A significantly larger proportion of

the initiations made to visibles will be directed to high resource
2

visibles.
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On the first trial, 80/112 initiations were directed to visible
3 : '

subjects. The direction of the initiations by both visibles and non-
visibles are given in Table 4.1. The test of the hypothesis involves only
the initiations sent to visible subjects.

Table 4.1 Frequencies of Initiations by Resource Level and Visibility of

Initiator, and Resource Level of Visible Other (Set A, Trial 1)

Recipient of Initiation

Initiator . High visible . Low visible Non-visible* Total
High visible 18 ' 3 7 28
Low visible 13 - 8 7 28
High NV 16 3 9 28
Low NV ' 16 3 9 28

Total 63 17 32 112

Ho: Of total initiations to visibles (n = 80), proportion of initiations
to high visibles = proportion of initiations to low visibles. Obtained
proportion of initiations to highs was .79. Binomial test, one tailed,
Z=6.1 (ZCrit = 1.65, p = .05).. Reject HO.

* High and low non-visibles looked the same to initiators.

Table 4.1 shows that a significantly larger proportion of ini-
tiations to visibles were directed to the high resource visibles as pre-
dicted. Only in the,row.for low visible initiators is the difference not
significant. Each category of'non—visible subject received dmost the same
number of offers as the 10W visibles. The fact that some subjects did nof
initiate to the high resource visibles as expected may Sim%iééﬁédﬁﬁe%td’

error, resulting from the failure of the subject to understand the function
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4
expressed in the value charts. Another possibility is that some subjects

may have anticipated the popularity of the high visibles, and preferred
to initiate where the unpop;larity of low visibles and non—visible; was
expected to guarantee a high probability of acceptance. We do not have
suitable data to test either of these interpretations. However, the main
trend of the results does support Hypothesis 1.

Because the derivation of Hypothesis 1 rested on P's assessment
of the value to O of an increment of a resource relative to 0's resource
base, the support for the first hypothesis gives indirect evidence that
the marginal utility manipuiation was on the whole effective. Without
such a function, there was no réason for subjects to think a high resource
person would be any more willing to trade than a low resource person. In

addition, 37% of initiations to high visibles asked for more than they

offered, compared with only 237 of offers to lows.

Experimental prediction (Pilot Set): A significantly larger propor-

tion of the initiations made to visibles will be directed to those with
5
the greatest imbalance of red and green buttons.
On Trial 1, 84/112 offers were directed to visibles. Table

4.2 shows the direction of initiations made to both visibles and non-

visibles, but again, the test of the hypothesis involves only the former.



110

Table 4.2. Frequencies of Initiations by Value Position and Visibility of
Initiator, and Value Position of Recipient (Trial 1, Pilot Set)

Recipient of Initiation

Initiator Unbalanced Visible Balanced Visible Non-Visible Total
Unbalanced visible 18 6 , 4 28
Balanced visible 15 4 9 28
Non-visible* 29 12 15 56

Total 63 22 28 112
HO: Of total initiations to visibles (n = 84), proportion of initiations
to unbalanced visibles = proportion of initiations to balanced visibles.
Obtained proportion of initiations.to unbalanced visibles was .73. Bino-
mial test, one-tailed, Z = 4.8 (ZCrit = 1.65, p = .05). Reject Ho.

* Non-visibles combined as no differences in value positions.

The significantly greater proportion of offers to visibles with a_
high imbalance of the two colours of buttons extends thé support for Hypo-
thesis 1, to the case where subjects all have the same total'resource base,
but different relative amounts of X and Y. Those offers which were not
made in the predicted direction may again indicate variable success of
the marginal utility manipulation, or an anticipation that the popularity
of the unbalanced visibles would make the other subjects very anxious to
trade.

In addition to the preference shown for the unbalanced visibles,
the average number of buttons requested per 100 offered varied with the

6
value position of the recipient and initiator. Subjects who began nearest
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to the optimum of equal numbers of each colour (those with 850 red and 350
green) , made initiations that on average offered the fewest'buttons of one
colour (67) for a feturﬁ of 100 buttons of the other colour, when they made
initiations to players with the least balanced resource bases, (those with
1100 green and 100 red). Subjects with a combination of 900 green and 300
red made an average offer of 82 in return for 100 when théy addressed
initiations =to the complementary visible, who had 1000 red and 250 green.
Overall, the ordering of the average numberedffered per 100 asked (balanced
visible { non-visible < ﬁnbalanced visible) was consistent with the assump-—
tion that equal amounts of buttons were valued differently depeﬁding on the
amounts of each colour the initiator possessed. In the comments on the
questionnaire, players seemed to anticipate that subjects close to a
balance of colours would have higher prices. This was a reasonable expec-
tation in fact, since the players with more balanced resources acted as

if they did indeed need more buttons to balance the cost to them of giving

7
some away. (See Appendix IV for other results from the Pilot set.)

Advantageous Exchanges

To gain more than would be possible on fair transactions, a non-
visible could offer unfair terms, in the hope that the recipient would as-
sume they were fair. A fair exchange was defined in Chapter 3 as one in

which both parties gained equal profits in value units. P obtained an ad-

vantageous exchange if his profit exceeded 0O's, and the reverse case gave a

generous exchange to 0. The means by which subjécts could use the value
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chart, together with information about the size of resoﬁrce Bases, to cal-
culate profits in value units, was described in Chapter 3.
For purposes of presenting the resﬁlts, we define an exthange
8

ratio as the number of buttons offered per 100 requested. The fair ex-
change ratio tells us how many buttons of one colour P had to offgr 0 for
their profits to be equal. A fair exchange was equal toc a one for one trans-
fer of buttons only if the partners had identical but complementary resource
profiles.

‘Hypothesis 2: If O has only ambiguous information about P's resource

base, and P has unambiguous information about O's resource base, then

P is more likely to make an initiation of exchange that is advanta-
geous to P, than when O does not have unambiguous information.

Fair Exchange Ratios for Set B

At the start of the game, low non-visibles had a small pile of 50
buttons; visibles had 100 in their small piles, and high non-visibles had
150. The marginal value increase of an increment of 100 buttoﬁs on the
first opportunity for exchange would thus give the low non-visibles more
reward'than the others. At the same time, the low non-visibles' marginal
costs were only slightly higher than for the visibles and non-visibles.
Thﬁs, to be fair in an exchange with a visible, a low non-visible had to
give up more than he requested (125 for 100); on the other hand, the fair
ratio between high non-visibles and visibles was 90 for 100. Between visi-

. 9 .

ble partners, an exchange of 100 for 100 was fair. Any ratio with a num-

erator smaller than that in the fair ratio was advantageous to the initiator.
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Experimental prediction: A significantly greater proportion of non-

visibles (who present ambiguous information to Other), will attempt
advantageous exchanges than will visible subjects.

To see whether this prediction was true in the experiment, sub-
jects' exchange ratios were classified according to whether they were above
(generous), equal to, or below (advantageous) the fair ratio. The fair and
generous offers were grouped together as non-advantageous. Table 4.3 shows

. 10
the proportion of advantageous initiations to visible subjects.

Table 4.3 Proportions of Advantageous Initiations to Visibles by Visible
and Non-visible Initiators (Trial -1, Set B)

Initiator (n)
Nonzvisible T .87 (31)
Visible .26 (39)

HO: Proportion of advantageous initiations made by visibles = proportion

of advantageous initiations made by non-visibles. Binomial test, one-

tailed, Z = 5.1, (ZCrit = 1.65, p = ﬂOS). Reject Ho. y

On the basis of these data, we would claim strong support for Hypothesis
2.

Because the potential for having an advantageous offer perceived
by the recipient as 'fair' differed for the low and high non-visibles, we
will -separate the results for Sets BI and BII. We have noted that the fair
exchange ratio for a transaction with a visible for the low non-visibles

and high non-visibles was 125/100, and 90/100, respectively. Did they differ
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in their tendency to make initiations which offered less than the fair amount?

Table 4.4 gives the results for the high%nonavisibles.

Table 4.4 Proportions of High Non-visibles and Visibles Attempting
Advantageous Exchanges with Visibles (Trial. 1, Set BI)

Initiator (n)
High non-visible .67 (12)
Visible .21 (19)

HO: proportion of advantageous initiations made by visibles = proportion
of advantageous initiations made by high non-visibles. Binomial test, one-

tailed, Z = 2.55; (ZCrit = 1.65, p = .05). Reject HO.

Hypothesis 2 is supported for high non-visibles, Note, however,
that a majority (16/28) of high non-visibles initiated to other nbn—visibles.
Given that these non-visibles had to ask 100 in return for an offer of
only 90 to a visible, for the trade to be fair, it is perhaps not surprising
that so many offered to other non-visibles. The probability of having an
advantageous, or even a fair offer accepted by a visible may not have seemed
high enough, especially if the visibles Qere expected to offer to one ano-
ther even trades of buttons (the fair rat16 in their case). There was no
visible model for the high non-~visibles to imitéte which would yield them
more profit than their partner, and this aspect of the design may have‘de—
pressed the rate of initiation to visibles.11 Nevertheless, those non-
visibles who did direct offers to visibles lend support to the theory, as

their exchange ratios went below the comparatively unattractive fair ex-

change ratio of 90/100.
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It is more difficult to draw conclusions on the basis of these

results for low non-visibles (see Table 4.5).

Table 4.5 Proportions of Low Non-visibles and Visibles Attempting Advan-
tageous Exchanges with Visibléss(Tf#al 1, Set BII)

Initiator (n)
Low non-visible ‘ 1.00 (19)*
Visible ,. .30 (20)

HOE ‘Proportion of advantageous initiations made by visibles = proportion

of advantageous initiations made by low non-visibles. Binomial test, one-
i = 4, : = 1. =, . e .

tailed, Z = 4.8, (ZCrit 65, p 05) Reject H0

* TIncludes 10 offers of 100=:buttons for 100 buttons.

On the one hand, they were in an ideal position to gain advantage,
because the fair rate betweén visibles wés 100 for 100, which provided a
model for a trade that was to the low non-visibles' advantage.12 On the
other hand, if the low non-visibles showed an average exchange ratio below
125/100, one cannot uncritically accept this as support for the hypothesis.
In a game with 'winners' such as this one, it was very unlikely that any
players would have a ratio of 1.25, even if they were visible.. It seems
there may have been a ceiling.on the marginal utility effect, with subjects
unwilling to act 'fairly"if it was not in their own favour. This is con-

sistent with the principle that we most dislike inequity if it favours some-

one else.
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Typical offers by Visibléss and Non-Visibles

In addition to the prediction of a greater frequency of advan-
tageous initiations by the noﬁ—visibies, Hypothesis 2 also implies that the
'typical' or,avefage initiation made by them would propose terms of ex-
change yielding more net profit in value units to the initiator. The
typical initiation of the visibles, on the other hand, should have proposed
fair terms. This measure will give .us ‘an indication of the degree to which
non-visibles departed from fairness. Table 4.6 shows the difference between
the number that should have been offered in return fbr 100 buttons on a
fair trade, and the number actually offered.'l3 (The data for visibles in
the two su5§éts§’aré combined.)

Table 4.6 Fair Exchange Ratios and Obtained Average Exchange Ratios for
Initiations to Visibles, by~All Subjects (Trial 1, Set B)

Mean Number Interquartile 'Fair Difference
Initiator (n). offered/100 Range Number (Obtained-fair)
High NV (12) 76 -(50-100) .90 -14
Visible (39) 96 - (83-100) 100 -4

Low NV (19) 85 (67-100) 125 -40

The largest deviations from fairness were made by the non-visibles,
and their offers showed more variability than those made by Qisibles. These
figures cannot 5&opép§yfﬁg‘given a ratio or interval interpretation, but
they provide an indication of the magnitude of the deviations involved.

The low average exchange ratio of the low non-visibles seems consistent

with the argument many were attempting to take advantage of the covers, and
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making offers that would be assumed to be fair by the recipient. However,

it is not possible to know whether the low non-visibles would have offered

more than they requested, had their resources been visible, when to do so
14

would have made winning in the game as a whole impossible.

Subjects could not tell what constituted a fair exchange if they
initiated to a non-visible. Table 4.7 shows that non-visibles were on
average more generous in their initiations to other non-visibles, while
the exchange ratios of the visibles were essentially the same as when they

initiated to visibles (94/100 to non-visibles, compared with ~96/100 to

visibles).

Table 4.7 Average Exchange Ratios for Initiations to Non-Visibles (Trial

1, Set B)
A Mean Number Interquartile
Initiator (n) Offered/loo Range
High NV (16) 99 ( 91-100)
Visible . an 94 : (100-105)
Low NV (9 91 B ( 74-100) -

v

Note: Results from Set A relevant to Hypothesis 2 are given in Table A.6,
15 -
Appendix V.

Because of the ambiguity of interpretation for the initiations
from low non-visibles noted above (i.e., all of them sent technically ad-
vantageous offers), it is of interest to know whether they perceived there

to be an advantage in having covers over their buttons.
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Perceived Advantage in Concealing Resources

Hypothesis 3: In the early stages of interaction, persons who have
the opportunity to conceal their resource bases and value positions
will perceive such concealment to be an advantage.

Experimental predictions: We make three experimental predictions for

Hypothesis 3:
1) More non-visibles will state on questionnaires on Trial 1 that the&
perceive there to be an advantage din having a cover over their buttons
than will perceive covers to be a disadvantage.
2) Non-visibles will choose to retain the covers if given the oppor-
tunity to remove them.
3) Non-visibles will make estimates of the probability of acceptance
fof their initiations that are not lower than estimates made by visi-
bles. This will indicate that they do not think the covers will inter-
fere with their ability to make exchanges.
In a sense, Hypothesis 3 is a checkson the scope conditions of
the theory. 1In addition it does make the prediction that non-visibles will
synthesize their desire to maximise &gain, with the other's inability to
guage non-visibles' prices, and arrive at the conclusion that concealment
could be used to advantage. Hypothesis 3 is not 'built in' to the experiment
in the'séme.way‘that the scope conditions and assumptions are. Subjects
could just as easily have perceiveéd the covers as a hindrance (as some did).
| 1. AQuestionnaire responses describing advantages of covers when

_ 16
subjects had differences in resource base (Set A): In these experiments,

only 48 of the 56 subjects were asked if they considered the covers to be

an advantage or disadvantage. Of these, 63% (or 30/48) said either that the
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covers were an advantage, or that they were more of an advantage than a
disadvantagé. This‘proportion is significantly greatér than 0.5 (Z =
>3.22). Comments on the questionnaire mentioned advantages such as: "I
can manipulate others by the size of my offers; no one can see that I am
hoarding up or getting ahead; other non-visibles are easy to trade with as
they~get‘fewer offers; I can offer less for more; I can compete better if
the other guy does not know my profits."

A substantial minority saw the covers to be a‘disadvantage. Some
of the reasons cited were: "I have to make good offers to get accepted;
others are afraid of covers; people prefer to deal with those they know;
others don't trust playeré with covers; others are attracted to a large
pile." |

0f the 30 subjects who saw the covers as an advantage, 47% (or
14) made initiations asking for more buttons than they offered. In con-
trést, only 11% (2/18) of the subjects who saw the covers as é disadvantage
made such offers.

It is not possible to decide from the data whether subjects who
claimed advantage in covered resources filed to see the disadvantages, or
did not feel they were large enough to outweigh the advantages.

When visibles had same resource profiles (Set B): Subjects in

these experiments were asked to describe both advantages and disadvantages

of covers, so that it is not possible to compare frequencies of subjects who
' ‘ 17 :

saw mainly one or the other. However, we can summarize the most frequent

comments made concerning the covers. (These are listed in Tables A.7 and

A.8 in Appendix V.)
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Although it was difficult to make an unambiguous classification
of the responses to the open-ended question about the covers, there did
apﬁear to be two main advantages perceived:

a) Others were unable to assess how 'hard up' the non-visibles
were. Others were therefore expected to ask for less, and‘ﬁe forced into
giving more to a non-visible than they should in a fair trade. (Subjects
used words, like bluffing, fooling others,vplaying hard to get, forcing
up bids.) This advantage focusseq on the comparison of profits on a par-
ticular excﬁange.

b) Others were unable to tell how non-visibles stqod in terms
of progress toward balance. (Subjects referred to their rank in the game,
and to the fact that Others could not see a non—visible balancing, and could
not stop him.)

While both of these reasons are related to the size of the re-
source base, some subjects seemed to take a view of the whole experiment in
‘assessing whé‘they could 'beat' (reason b). This focused on end~game as-
pects of the situation, and to a certain extent, worked in a different way
th§n~the advantages cited in reason &. That is, over the entire game, low
non-visibles could afford to give up least, being furthgst behind in total
resources, and high ﬁon—visibles could afford more, having a lead in total
resources of 200 on their nearest visible opponent. (Only 5/56 non-
visibles listed no advaptages.) |

Of the non-visibles listing disadvantages in covers (approximately

75%) a great many stated that others would 'fear the unknown' and be reluc-

tant to trade with non-visibles. The'preference to retain the covers (Table
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4.8) would then seem to indicate that the advantages outweighed the dis-
advantages,.at~least at this point in the game.

Visibles' views of having their buttons out in .the open comple-
mented those of non-visibles. They focused on the negative aspect that others
could take advantage of knowing the visibles' need, and that being visible
prevented them from bluffing, or 'getting away; with a good deal. The:
most frequently cited advantage for the visibles was that they were ensured
of initiations from others.

In sum, the predicted advantage of coversvwas reflected in comments
of both visible and non-visible subjects. This gives us further confidence
that profit was being aséesséd relative to resource base. Comments to thg
effect that Others cduld4not assess a fair price with a non-visible, and
reference to the ability of those with a lot of buttons to pay more, would
not make sense outside the context of é marginal utility function.

2, Preferenée for retaining the covers: 'The next measure feleé
vant to the test of Hypothesis 3 is the response to a question asking each
non-visible subject whether he would like to have the cover removed from

18 - ‘
his buttons on Trial 3. If the covers were not seen as an advantage, one
would expect a large proportion of subjects to want the covers removed.

Table 4.8 shows that this was not the case. Visibles were asked if they

would like the covers removed from all the non-visibles.
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Table 4.8 Proportion of Visibles and “Non-visibles who Preferred to Re-
tain Covers on Resource Piles of Non-visibles (Trial 1, Set B)

Subject Proportion Wanting Covers Left On iﬁl
High NV .93 (28)
Low NV 79 (28)
Visible : 41 ’ (56)

% = 25.26, d.f. = 2, p < .001)

It shéuld be noted that the relatively lower percentage of low
non-visibles who wanted to retain their covers (79% versus 93% for high
non-visibles) is not consistent with the view that the lows were in the
best position to have advantageous offers 'read as fair'. However, the
proportion in favour of coversis still very high.19

The results from Set A were very similar to those above, except
that more non-visibles wanted the covers off. On Trial 1, 8/28 of the high
non-visibles, and 9/28 of the low non—visibies said they would choose to
have their covers removed if given the opportunity. At that time, no

, 20
offers had been delivered to anyone.

3. Perceived likelihood of acceptance: Although many non-
visibles were aware that visibles would be considered more deéirable ex—
change partners, the non-visibles did not seem to believe they would fail
in their initiations. On the first queétionnaire, subjects indicated on a
five point scale, from 'eitremely likely' to 'not at all likely', the per-

21

ceived probability of acceptance of the offer they had just made. Table

4.9 shows the proportions of subjects who checked each of the five categories.
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Table 4.8 Ifnitiators' Evaluation of Likelihood that Their Offers Would
be Accepted (Trial 1, Set B)

Likelihood of Offer. All Types of Offers Advantageous Offers**

Being Accepted Visible* High NV Low NV Visible High NV Low NV
Extremely likely .07 .07 .07 .07 0=" .09
Quite likely .52 .61 .57 .23 .69 .50
50-50 chance .39 .29 .32 .62 .23 .36
Not very likely .02 .04 .04 .08 \ .08 .05
Notat alf 117 P
-Not at all likely 0 0 0 0 Oz 0
Total (n) 56 28 28 15 13 22
Median category 2 2 2 3 ‘ 2 2

* VisibiéégvfrOm sets BI and BII are combined.

#% Advantageous initiations include those defined as advantageous to
visibles, and initiations to non-visibles which simply ask for more
than they offered.

We can see iﬁ the table above that non-visibles were just as
optimistic as the visibles that their offers would be accepted. Non-
visibles also estimated higher probabilities of acceptance for initiations
which asked for more than they offered (median category 2, versus 3 for
visibles). Theré were few differences by target of the initiation (not
includea in table), except that the high non—visiblés tended to give
higher probabilities of acceptance by a visible target, than was estimated
by other initiators. We do not have for comparison the subjects' estimates
for targets they did not-choose. Pilot work showed that subjects were un—.
willing or unable to make serious estimates of the likelihood of acceptance
by an Other, uniess they chose to initiate to him.

Overall, the evidence from the two sets of experiﬁents is con-

sistent with Hypothesis 3. Althoﬁgh it could be claimed that forcing the
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subjects to have covers did not mean they wanted them, their comments, and

22 .
desire to retain the covers, gives little support for such a claim.

Preference for Information about Exchange Partner

While the non-visibles did not anticipate a smaller chance of
having their initiations accepted, the theory predicts that there would be
a preference by all subjects for visibles.

Hypothesis 4: Members of a group are more likely to direct their

initiations of exchange to persons whose resource bases and value
positions are known through unambiguous information.

Experimental predictions: The operationalization of the fourth hypo-
thesis simply implies that visible subjects will receive a significantly
greater proportion of initiations of exchange than will the non-

23

visibles.

Results when visibles all have same sized resource base (Set B):

In Set B, all visible subjects had the same resource bases and value posi-
tions, two with predominantly red piles, and two with a predominance of
green buttons. The proportion of initiations to visibles in these experi-
ments, especially those made by other visibles, allows a testzzf'Hypothe—
sis 4 uncénfounded by a preferenée for high resource players. The pro-

portions of offers to visible and non-visible subjects are shown in Table

4.10.
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Table 4.10 - Proportions of Initiations to Visibles (Trial 1, Set B)

SET BI
Initiator | (n)
Visible ‘ .68 (28)
High NV .43 | (28)

lHO: Proportion of initiations received by visibles = proportion of ini-
tiations received by high non-visibles. Binomial test, one-tailed: for
all initiators, Z = .9, (ZCrit = 1.65, p = .05). Retain HO. For initia-

tions by visibles, Z = 1.89, p <:.05; for high non-visibles, Z = .56. n.s.

SET BII
Initiator ' (m).
Visible 71 ¢28). "
Non-visible .68 . (281:;

ZHO:‘ Proportion of initiations received by visibles = proportion of ini-
tiations received by low non-visibles. Binomial test, one-tailed: for

all dinitiators, Z = 2.9, (ZCrit = 1.65). Reject 2H0.

‘Hypothesis‘&'is supported for all visible initiators, and for low
non-visible initiators. High non-visibles, however, did not prefer visibles,
and showed a non-significant tendency to choose non-visibles.

It has been noted that the clearest test of Hypothesis 4 was
pfovided by the data for visible initiators. :?%he slight variations in thé
resource bases and value positions of the non-visibles leads us to sus-
pect that the experimental design was at least partly responsible for the

negative results for the high non-visibles.
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Recail that the high non-visibles had a small resource pile of
150 buttons. In a one for one trade of>buttons (whch was the fair price
in a trade between two visibles), the high non-visibles received a lower
profit than their partners, due to their larger marginal reward. In terms

of the choice model, the value of anoffer acceptable to a visible would

have had lower expected profit for the non-visible than he would like;
but for the ﬁon—visible to gét a reasonable profit, he would have had to
ask for more than he offered, and risk a higher probability of rejection.
Either way, the expecﬁed vaiue of such an exchange would compare poorly
with the uncertain non-visible partners, who were not known certainly to

25 . .
be undesirable. ’ Although unexpected, the results for the initiations of
these non—visibleé lend support to the claim that subjects calculated pro-
fits relative to their resource bases.

Low non-visibles in these experiments were in a different position
due to their very émall non-predominant resource pile. From the point of
view of the theory, they were in an ideal position to gain advantage by
trading with visibles. A one for one swap of buttons with a visible gave
the dow non-visible a higher profit than his partner, and yet would seem
likely to be accepted, because it would compare well with offers between
visibles. With this attractive potential transaction available, the low
non-visibles would have little reason to risk the uncertainty of a trade with
a non-visible.

The preference of visibles for other visibles is encouraging

support for the theory, because, in their case, visible and non-visible
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targets were most likely to be considered equivalent, except for the am--
biguity of information available about their resources. (The visibles
were told some visibles had more, and some less, but there was no way of
telling which players had which.)

Oyerall, in experiments with this paradigm (Sgts A and B, the
Pilot work, and more recent work conducted in Australia),26 it has been
found that the proportions of initiations to visibles on thé initial ex-
change opportunity fall consistently between 68% and 75%, with the sole

27
exception of the high non-visibles in Set BI.

Initiations to Visibles when they have Different Sized Resource Bases

The results from Set A relevant to Hypothesis 4 were very simi-
lar to those from Set B. Although preference for visibles was confounded
with the preference for high resource persons, we give the results from Set
A here, to show that the visible initiators maintained a preference for
visibles from the first to the second trial, even though they tended to
change from partners of one resource level to another.

The gross categories of initiations on Trials 1 and 2 are given
in Table 4.11 below.

Table 4.11 Proportions of Offers to Visibles Made by Visibles and Non-
visibles (Trials 1 and 2, Set A)

Initiator Trial 1 (n) Trial 2 (n)
Visible .75 ( 56) .75 ( 56)
Non-visible .68 ( 56) 45 ( 57)*

Total .71 (112) .60 (111)
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Table 4.11 (Continued)
* One non-visible made no offer on Trial 2.
HO: Proportion of initiations to visibles = proportions of initiations to

non-visibles. One-tailed test for difference of proportions, Trial 1:

Z = 4,54, (ZCrit = 1.65, p = .05). Reject Ho.

The initiations made on the second trial were not independent of
the offers and acceptances on Trial 1. It is clear, however, that while
the visibles continued to direct the majority of their offers to the visi-

28
bles, non-visibles made a change to other non-visibles.

We noted in the discussion of Hypothesis 1 that the majority of
initiations to visibles on Trial 1 in Set A were sent to high resource visi-
bles. Due to the rule that each person could accept only one offer/trial,
some subjects were bound to have their offers turned down. Though these
data are more relevant to a consideration of Hypothesis 5, we will show
the pattern of acceptances on Trial 1, as.they help to explain the direc-

tion of Trial 2 initiations. Table 4.12 shows that initiations made by

visibles had a higher rate of acceptance.

Table 4.12 Acceptance of Real Offers (Trial 1, Set A)

Recipient (Proportion of Initia-—
tions Accepted of Number Received)
Initiator N= 62 - Total

Visible .62 (26/42) .86  (12/14) .68 (38/56)

Non-visible .26 (10/38) .77 (14/18) .43 (24/56)
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Table 4.12 (Continued)
lHO: Proportions of initiations frem visibles accepted by visibles =
proportion of initiations from non-visibles accepted by visibles. One-
tailed test for difference of proportions, Z = 3.3, (ZCrit =1.65, p = .05).
Reject 1H .

o
2H0: Proportibns of initiations from visibles accepted by non-visibles =

proportions of initiations from non-visibles accepted by non-visibles. One-

tailed test for difference of proportions gives non-significant difference.

How did the more frequent refectiénn of non-visibles' initiations
affect their next offers? Table 4.13 shows the different pattern of ini-
tiations on Trial 2 in more detail.

Table 4.13 Frequency of Initiations to. Visibles and Non-visibles, by
Visible and Non-visible Initiators (Trial 2, Set A)

Recipient
Initiator High Visible Low Visible Non-visible¥*
High visible : 8 o 12 8
Low visible 15 7 6
High NV 6 7 15
Low NV## 8 ‘ 4 15
Total 37 30 44

*  Non-visible recipients could not be distinguished in terms of resource
level. : '

** One low non-visible made no offer on Trial 2,
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The fact that the visibles did not restrict themselves to exchange
within their own resource levels by Trial 2 would -indicate that visibility
was a more important factor to them than resource level. Of those visibles
whose offers to visibles were acﬁepted on Trial 1, and who continued to
initiate to visibles, twice as many switched to a different visible, as
stayed with the same person. Most of those who were rejected by visibles
on Trial 1, but still continued to initiafe to a visible, changed to the
other visible.

The data from the first trial, and for the visibles on Trial 2,
support Hypothesis 4. The failure of non-visibles to initiate as predic-
ted to visibles on the second trial seemed to be due to their failure to
complete transactions with visibles on trial 1. We will return to this
point below.

‘. Did the preference to accept iﬁitiations from visiblés hold when
a subject had two identical initiations, one from a visible, and one from
a non-visible source?
Hypothesis 5: If a member has a choice of initiations from two others,
P. and P,, and the initiations are identical with respect to the abso-
lute amount of resources offered and requested, then if the recipient
has unambiguous information about P.'s resource base, and ambiguous
information about P,'s resource basé, he will be more likely to ac-

cept the initiation from Pl.

Experimental prediction: If Hypothesis 5 is valid, then a signifi-

cantly greater proportion of the false offers which are believed to
come from visibles will be accepted, in preference to the identical

offer which the recipient thinks has come from a non-visible.
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Acceptance of offers when size and source of offer controlled:

(Set B): 1In Set BI, only non-visible subjects received two bogus initia-
tions on Trial l_.,29 In Set BIi, all subjects received two false offers.
For clarity pf discussion, the gWo subjects will be dealt with separately;
All false initiations asked for 110 buttons,.in'return for 100 offered.
Table 4.14 shows the proportions of offers from visibles and
non-visibles accepted by the high non-visibles. fo calculate significance,
subjects who rejected both offers were divided equally between the visible

and non~-visible categories, as there was no evidence of a preference be-

- tween the two in the case of double rejections.

(
Table 4.14 Acceptance of False Offers by High Non-visibles (Set BI)

Offer Accepted From Proportion Accepted

Visible .46

Non-visible .39

Neither 4 .15

Total (n) ‘ (28)
HO: Proportion accepting visibles = proportion accepting non-visibles.
Binomial test, Z = .19, (Zc-rit = 1.65, p = .05). Rétain Ho'

The negative results for the high non-visibles could be seen in
the same light as the data for Hypothesis 4, in which a majority of high
non-visibles initiated to non-visibles. To obtain a fair deal_with&a visi-

ble, non~visibles had to receive more from the visible than they gave up,
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and the false initiations asked them to do the reverse of this. 6/11 high
non-visibles who rejected'visibles referred to a desire not to let the
visibles have an advantage. However, the fact that the proportions of
acceptance of both visible and con—visibles is so similar, does not allow
a clear interpretation.

In Table 4.15, we see that the pattern of acceptances of the
false initiations by low non-~visible recipients was different. Again,
the double rejections were treated as giving no information for or against

30
the hypothesis.

Table 4.15 Acceptance of False Offers by Visibles and Low Non-visibles

(Set BII)
Proportion Accepted By
Offer Acccpted From - Visible - Low Non-visible
Visible | .54 .61
Low non-visible .18A - 14
Neither .28 .25

lHO: Proportion of visibles accepting visibles = proportion accepting non-
visibles.

2HO: Proportion of low non-visibles accepting visibles = proportion accept-

ing non-visibles. One-tailed binomial test; for lHO, Z 2.05; for ZHO,

Z=2.17, (ZC = 1.65, p = .05). Reject both null hypotheses.

rit
The high rates of double rejections shown in Table 4.15 gives an
indication that there is a limit to the assumption that P will enter into an

exchange so long as he makes a positive profit. (In this case, the limit

arises both from the anticipation that there will be winners, and that it is
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not necessary to settle for. transactions tha; offered fewer buttons than
were requested.) Nevertheless, a majority of subjects did accept one of
the false initiations. Because an offer of 100 for 110 from a visible was
reasonable in terms of the fair exchange ratio between visibles and low
non-visibles, the latter had no reason to risk accepting an offer from a non~
visible source, which might be giving them less profit than their partner.
For these subjects, the proportianof offers accepted from visibles was the
highest in Set B.

Acceptance of offers when size and source of initiation not con-

trolled: (Set A and Set BI); Real offers were given to the intended re-
'cipient in Set A on Trial 1, and to the visibles in Set BI.

Hypothesis 2 claimed that non-visibles would make more offers that
asked for greater profit to themselves; in conjunction with the preference
for visibles, it was expected that both visible and non-visible subjects
would accept mdre real offers from visible initiators than from non-visibles.

1. 1In Set A, where visible subjects‘received 71% of initiatioms,

a significantly larger proportion of visible initiators were accepted by
visibles,31 but not by non-visibles,; who accepted most-of the offers they

received (26/32). This was shown previously in Table 4.12. The pattern of

acceptance is shown in more detail in the table below.
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Table 4.16 Number of Real Offers Accepted Per Number Received by Visi-
bility and Resource Level of Recipient (Trial 1, Set A)

Recipient
Offer Accepted From High visible Low visible High NV Low NV
High visible 11/16 2/3 3/3 3/4
Low visible 7/13 6/8 3/3 3/4
Non-visible | : 7/32 3/6 415 10/13
Total 25/63 11/17 10/11, 16/21

In genéral, it seemed that only if one had a range of choice, did
the preference forbvisibles exhibit itself.32 This is consistent with the
choice model presented in Chapter 2, in which it was claimed that P would
attend to O's profit only if he could not decide between two or more alter-
natives on the basis of profit to himself.33 Non-visible subjects accepted
87% of the offers they got; of the 6 bffers they rejected, 5 cases involved
the receipt of two offers at once, and in one case, the non-visible was
asked for greatly more than he was offered. Over all subjects who received
only one offer on the first exchange opportunity, 91% accepted that offer.

2. Visibles in Set BI also received initiations as they were
truly directed. It can be seen in Table 4.17 that they accepted a larger
proportion of initiations from visibles.

Table 4,17 Acceptance of Real Offers to Visibles (Trial 1, Set BI)

Initiator Number of Offers Received Proportion Accepted

Visible . 19 , .63 .

Non-~visible 12 41
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Table 4.17 (Continued)
HO: Proportion accepting visibles = proportion accepting non-visibles.

One-tailed test for difference of proportions: Z = 1.22, (ZC = 1.65,

rit
p = .05). Retain Ho'

The higher rate of acceptance of non-visibles in this set re-
flects the smaller ngmber of offers they had to cﬁoose from, as a result
of the tendency for non-visibles to initiate to other‘non—visibles. The
proportion of offers from visibles that were accepted is similar to that in
Set A. Here again, the acceptances seemed to be a function of type of
offer, preference for visibility, and the number of alternativetoffers
from which the recipient could choose. For the seven rejections of non-
visibles, the visible always had another offer from a visible, and usually
it was a better one in profit to the recipient.

Acceptance of controlled offers after one set of transactions has

been completed:(Set A): False offers were directed to visible subjects

in Set A on the second trial. The pattern of acceptances is shown in

Table 4.18.

Table 4.18 Acceptance of false Offers by Visibles (Trial 2, Set A)

Recipient
Initiator High visible Low visible Total
Visible .64 (18/28) .60 (17/28) (35/56)
Non-visible .36 (10.28) .36 (10/28) (20/56)

Reject both .00 ( 0/28) .04 (1/28) | ( 1/56)
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Ho: Proportion accepting visible = proportion accepting non-visible. One-
tailed binomial test for differences of proportions gives Z = 1.87,

(zcrit = 1.65, p = .05). Reject H.

The table shows that when the recipient could choose between iden-
tical offers from a visible and a non-visible, the proportion of offers
accepted from visibles was again significantly greater than the proportion
accepted from non-visibles. Since the féise offers controlled for the
greéter tendency for the non-visibles to make offers more favourable to
the initiator, this is encouraging support for H&pothesis 5.

It'must be kept in mind, however, fhat the Trial 2 acceptances,
like the Trial 2 real offerss,: would have been affected by the pattern of
offers and acceptances on the first opportunity for exéhange. For example,
visibles who were accepted on Trial 1 by the §§E§_visiﬁle who supposedly
'offers' to them on the second trial, may have accepted that person as an
éct of reciprocity. A total of 11/35 acceptance on Trial 2 involved this
sort of reciprocity.

Of the subjects who accepted non-visibles on the second trial (20

in all), only one case involved acceptance of someone who had accepted the
subject on Trial 1. There was no observable tendency for subjects who ac-
cepted non-visibles on Trial 2 to be those who were rejected by a visible

én the first trial, and no clear tendency for the people who accepted non-
visibles to be those who had offered to a non-visible previously (12/20

had initiated to non-visibles on Trial 1, Trial 2, or both.)
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In sﬁm, over the two sets of experiments, Hypothesis 5 receives

support, except in the case of the high non-visibles in Set BI.

"Non-visibles' Reaction to the Preference for Visibles

The prediction in the last hypothesis depends on the validity
of the previous hypotheses —- if non-visibles did not receive many initia-
tions, and had few accepted, they should have reached a point when they
wanted the covers removed.
Hypothesis 6: ' P's perception of the advantage of witholding informa-
tion about his resource base and value position will decrease over
repeated exchange transactions, and P will be more likely to choose

to reveal unambiguous information about his value position and proflts,
than during the initial stages of interaction.

Experimental prediction: By the end of Trial 2, a significantly

greater proportion of non-visibles will state that they would like the

covers removed, than the proportion on Trial 1.

Results for subjects who completed two exchange transactlons We

know that non-visible subjects were not very successful in Set A -- they

were unpopular on Trial 1, and the experimenter intercepted offers to them

on Trial 2. Table 4.19 compares the non-visibles' wishes about the covers

.on Trials 1 and 2.

Table 4.19 Non-visibles' Preference for Removing Covers on First and Second
Trials (Set A)

Number Who Want Cover OFF
Subject. , Trial 1 ) i Trial 2

High non-visible 8/28 ) 14/28

Low non~visible 9/28 14/28
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Table 4.19 (Continued)
Ho: Proportion of non-visibles wanting covers off on Trial 1 = proportion
wanting covers off on Trial 2. One-tailed test for difference of propor-

tions, Z = 1.54, (ZCrit = 1.65, p = .05). Retain H (p = .06).

Although the change in proportions is not statistically signifi-
cant, the proportion wantipg the covers removed does increase from the first
to the second trial. An examination of the past exéhanges of those subjects
wanting the covers off showed they were only slightly more likely to have
been rejected, or to have received noioffers, than were those voting to
retain the covers. Two trials may have been too short a time for subjects
to learn that the covers were not to their advantage.

Removal of the covers ig, of course, not the only response to
failure to enter into transactions on the first opportunity. Although no
specific predictions were made concerning the adjustment of subjects to
rejection on Trial 1, the propensity to repeat an offer to the same sort of
target waé contingent on the response to the first initiationm. This is
shown in the table below.

Table 4.20 Proportions of Subjects Making the Same Type of Choice (Visibles
versus Non-visibles) on Trials 1 and 2 (Set A)

Response to Initiation on Trial 1

Accepted Rejected
To Visible on Trial 1 - (n) (n)
Visible initiator .92 (26) .56  (16)

NV initiator .60 (10) .36 (28)
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Table 4.20 (Continued)

Response to Initiaticn on Trial 1

AcceEtedA Rejected
To NV on Trial 1 . (n) ' : (n)
Visible initiator - 17 (14) .50 ( 2)
NV initiator .50 (14) 50 (4

* Thesnumbers indicate the proportion of subjects repeating a given sort
of initiation.

These results show'thét visible subjects did indeed appear to
respond to acceptance by repeating the réinforced behaviour, but only when
the reinforcement was acceptance by a visible. Visibles who had been ac-
cepted by a non-visible on Trial 1 did not repeat an offer to a non-visible:
.83 of them switched to a visible. They may have been encouraged»by their
success with a non-visible. Acceptance of offefs to visibles on the first
trial did not have such a pronounced effect on the non-visibles (only .60
repeated to a visible).

Rejection on the first trial led to more frequent changes from
visible to non-visible targets, and vice versa. In general, it seemed’
that the NV subjects were more likely to respond to failure of an initia-
tion by changing the visibility of the target. It seems plausible that
the non-visibles. would generalize about the cause of their unpopularity,
and adopt remedies that related to the covers. Visibles would not have in-
ferred that rejection was due to anything but how well their offers com-

pared with others received by the person they had initiated to.
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Evaluation of the Effectiveness of the Manipulation of the Value Function

We have drawn attention to several pieces of indirect evidence

that subjects in the experiments assessed profit in value units, i.e.,

that they took into account their own and other's resource bases in calcu-

lating the value of additions and losses of buttons. The main points were

that:

1) A majority of initiations were made to subjects with relatively large
amounts of the colour desired by the initiator;

2) exchange ratios in the Pilot set varied according to resource profile
of initiator and recipient;

3) perceived advantages of the covers were described in terms of deter-
mining prices in a transaction relative to need, and to ability td give
up buttons (i.e., size of large resource pile); |

4) high non-visibles in SSet B, whose fair exchange ratio with visibles
was below the fair ratio for two visible partners, were the only sub-
jects in all the experiments who did nét show an initial preference for
visibles. The most plausiblé explanation for such a result is that
non-visibles would have had to ask for much much more than they offered
in order to get an advantageous exchange. Thé probability of acceptance
of such offers would probably be anticipated to be low, and consequently,
initiations to non-visibles may have had higher expected value.

In sum, it seems there is sufficient evidence that the marginal
utility manipulation was effective. There were undoubtedly exceptions, and

the most reasonable explanation for data that did not conform to theé hypo-
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theses may be that they can be considered as error resulting from the var-
iable success in satisfying the scope conditions about the subjects' value

function.

Summary

Let us briefly summarize the findings reported in this chapter.
The predictions in the hypotheses were made largely in terms of expected
departures from a chance distribﬁtion of the types and directions of ini-
tiations made and accepted. Support for an hypothesis has been claimed
when the data depart significantly from a chance result, but no predictions
were made concerning the strength of the relationships expected, and it is
recognized that a good deal of variability remains unaccounted for. Newer-
theless, the pattern of results is generally in line with predictions.

The most striking result is the consistently high proportion of
subjects who both initiated to, and accepted from, players with visible re-
sources. With the single exception of high non-visibles in Set BI, be-
tween 2/3 and 3/4 of first initiations were addressed to Visibles, and
approximately 2/3 of offers accepted were from visibles, if a subject re-
ceiveéd two identical offers from a visible and non-visible source. This
preférence held whether visible subjects all had the same sized resource
bases (Set B), different ratios of resources but equal totals (Pilot set),
or different total resource bases {(Set A). It must be‘kept in mind, how-
ever, that there was also a consistent minority who we. infer had a prefer-
ence for non-visibles, by virtue of their choice of non-visibles. Whilea

desire for information about the exchange partner appears, as the theory
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predicts, to be an important determinant of initial choice of partner, it
is clear that other factors were operating, such as differential abilities
of the subjects to strategize, and to anticipate where the majority of
initiations would go in the group; differential interest in comparison with
others; and to some extent, differential fascination with the 'mystery'
of an uncerfain alternative. (With this latter factor, one suspects that
if the stakes were higher, fewer people would exhibit a preference for
mystery.) As in many social situations, the experiment was not a perfect
abstraction, and contained conflicting forces which made it impossible to
predict accurately for all inaiViduals which factors will be overriding.
Nevertheless, the béﬁaviour and comments of the subjects gave support to
the conviction that the theory was addressing an aspect of interaction
that was meaningful to the subjects. They tended to see the covers in
terms of providing a means of bluffing, forciﬁg prices, and for getting
ahead of others.

The statistically significant tendency of non-visibles to make
more advantageous initiations than visibles is consistent with the results
concerning perceived advantage in covers. A conservative evaluation of these
results seems warranted, however, in light of: the lower proportion of
high»non—visibles in Set B who offered to visibles; the constraints against
subjects offering more than they requested because they were in a game;

and the marginal support for Hypothesis 2 in Set A (see Appendix V).
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FOOTNOTES FOR CHAPTER 4

In Chapter 3, it was noted that the two sets were not equally good
tests of all six hypotheses. For this reason, we will present data
for each hypothesis from the set which bears most directly on that
hypothesis. We will discuss relevant data from the other set where it
gives further information, or where the results of one set conflict
with those of the cher. Some results from the Pilot set described in
Appendix IV are given, when the problems of design for that set do not
affect the result.

Hypothesis 1 refers to initiations to visibles only; subjects could not
see if non-visibles had a large or small pile of buttons.

The proportions of initiations to high visibles on Trial 2 will be given
with the discussion of Hypothesis 4, as they shed light on the relative
importance of visibility of partner and the size of his resource base.

A few subjects noted during debriefing that they had not noticed the
two different sizes of resource bases.

" There were two unbalanced visibleé in each experiment: one had 1100
green, 100 red; the other 1000 red, 200 green. Balanced visibles had
900 green, 300 réd; or 850 red, 350 green.

Not all subjects framed their offers in terms of 100 buttons. Proposed
terms ranged from:1l0 for 20, to a hopefull 100 for 780 in return (Set A).

Note: Results from the Pilot Set are given here, because Sets A<and

B did not provide an opportunity to test whether subjects with an im-
balance in value position were as popular as those with large resource
bases. The Pilot Set was also the only one in which it was possible to
observe whether the terms of proposed exchanges varied with the value
positions of partners.

The rules did not permit subjects to offer more than 100 buttons at a
time. However, the numerator of the exchange ratio will sometimes ex-
ceed 100, and this indicates an initiation offering more buttons than
were requested, standardized on the denominator of 100.

The profit in value units to each type of subject in a trade of 100
buttons of one colour for 100 of the other is shown in the Table below:
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Subjective Gain and Costs* to P for a 100/100 Exchange on
: Trial 1, Set B '

#: 6f buttons

in small and increase in costs in net profit in
Subject large piles value units value units value units
Hi NV 150/1250 250 87.5 162.5
Visible 100/1100 290 100 190
Low NV 50/9500" 370 , 113 257

*# Calculated from the value chart, Appendix 1.

It can be seen from this table that the low non-visibles made consid-
erably more profit in value units from a one for one trade of buttons,
than did the visibles or the high non-~visibles (257 versus 190 and 162.5,
respectively). Thus, to be fair in an exchange with a visible, a low
non-visible would have to give up more than he requested.

Only initiations to visibles were considered, because fairness was not
defined from the initiator's point of view, in an offer to a non-visible.

The advantage to high non-visibles may have lain elsewhere than in advan-
tageous initiations in visibles. 1In Set BI, the high non-visibles could

- infer from the instructioms that so long as they¥kept ahead of the vi-

sibles, they -would most likely be among the four winners at the end.

As they were told that some non-visibles had more than visibles, and
some less, they might, on symmetry grounds, think only one other non-
visible was a high. To win, they could either make the sort of deals
with visibles that would not let the visible improve his total wealth,
or they could deal with a non-visible who might be the same, or greatly
behind in total resources. Since they had no information about non-
visibles, they could not make use of it to decide what price was rea-
sonable; however, so long as they traded even amounts of buttons with
non-visibles, they were likely to maintain their position vis-a-vis

the visibles, simi&lbecause they started with more buttons. In a way,
high non-visibles had all the information they needed to play a winning
strategy -— they believed only one other visible had as much as they
did. . If a person had enough information to feel secure that no one
would do better than he, he would also feel freer to take risks, e.g.,
by trading with the non-visibles, or by trying to trade with the visi-
bles in such a way that it gave an advantage to the mn-visibles.

See Footnote 9.

Offers were standardized to a ratio of X/100, and the. mean over all
ratios for a group of N subjects was calculated: 3/100) ., 2 where
i is the initiator i=1, 2 ... n. i£='1 (/100)%/m -+
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In the Pilot work described in Appendix IV, where some visibles had
'fair' exchange ratios greater than 100/100, the actualratios were

lower than the fair ratio. The average dparture from the fair ratio in
these cases was -.30 (below the fair ratio), contrasted with an average
departure of +.066 (above the fair ratio), when fairness called on sub-
jects to offer less than they requested. If low non-visibles in Set B
had followed the pattern of the subjects in the Pilot set, their average
exchange ratio would have been 95/100, compared with their actual ob-
tained average ratio of 85/100.

In Set A, subjects did not know the exact number of buttons the visibles
had, although the high resource visibles had physically larger piles of
buttons. The results from these subjects did not support Hypothesis 2.

However, only 63% of themn-visibles stated that they perceived the

covers to.be an advantage: of these, 47% made initiations which asked
for more than they offered. (See discussion of Hypothesis 3.)

See Appendix IT, Questionnaire for non-visibles.
See Appendix III, Questionnaire 3.

See Appendix III, Questionnaire 3. Note that although non-visibles
had received false offers by the time the questionnaire was administered,
they had not received replies to their own offers.

Non-visibles' reasons for wanting the covers left on were basically the
same as their reasons for perceiving the covers to be an advantage.
Theyj;focussed on the ability to keep one's progress in the game a sec-
ret, so that no one would try to 'thwart' them, and on being able to force
more out of another player whose need was apparent. The importance of
the two senses of advantage -- over the game as a whole, and in setting
the terms for individual transactions -- is again in evidence. Both
high and low non-visibles gave similar reasons for wanting to retain
the covers. Of the lows who wanted the covers off, the main reason
appeared to be the belief that if others saw how poor they were, they
would be perceived to be justified in asking for a larger return.

Note: All 56 non-visibles in Set A were asked about retaining the
covers on Trial 1 , and 17 of these wanted them removed if they were
given the choice on Trial 3. For the 48 subjects asked about what they
saw the advantages to be, 2/30 claiming advantages in covers said they
wanted them off; 12/16 who saw covers as a disadvantage wanted them off.

See Appendix III, Questionnaire 1.

The data from Set A folloﬁed essentially the same pattern, and are given
in Appendix V, Table A.10.
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Players were not completely certain that any initiation they made would
lead to a completed transaction. However, expected values of exchanges
with visibles could be calculated on the baiss of the least ambiguous
sort of information available.

Some results from Set A will also be given, as they demonstrate that
the preference for visibles continued beyond the first trial, even when
the strong preference for the high visibles had declined.

In addition, if non-visibles anticipated that other non-visibles might
receive fewer offers than visibles, then an initiation to a non-visible
might have seemed more likely to be accepted. Subjects' reasons for
initiating to visibles and non-visibles are listed in Appendix V,

Table A.11 through All4. Approximately one-third of subjects who sent
offers to non-visibles gave the anticipated unpopularity of non-visibles
as the reasons.

A set of ten experiments with 19 subjects in each (i.e., six visibles
and six non-visibles) all with the same total resource bases and.ratios
of red to green or green to red,,was conducted for purposes outside

the scope of this dissertation. 1In this set, 71% of Trial 1 initiations
went to visibles. It is interesting to note that females directed 77%
of their Trial 1 initiations to visibles, compared to 65% for males.

Some plausible explanations of these results will be discussed in the
next Chapter.

Binomial test gives Z = 3.63 for initiations made by visibles. The

" non-visibles did not direct significantly more initiations to visibles

on Trial 2,

Real offers were delivered to visibles.

An?Q% test for the table gives?ﬁ% =9,6, d.f. =1, p £_.0L.

The rejection of non-visibles by visibles, by type of offer, is shown

in the table below:
Number Rejected per Number Received

Person Rejecting Offer asks same asks more asks less
as offer than offer than offer

High visible 10/13 '13/15 2/3

Low visible 0/2 2/2 1/2

From this table, it is not clear that non-visibles could have entered
into trades if they gave up the idea of gdvantageous exchanges, and made
fair or generous offers, as even fair offers were frequently rejected.
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See H.H. Kelley and D.P. Schenitzki, 'Bargaining', Chapter 10 in C.G.
McClintock, :#Editor, Experimental Social Psychologyy. Holt, Rinehart
and Winston, 1972, pp. 299%307, for a discussion of the experimental
paradigm most frequently used for studies of bilateral monopoly bar-
gaining.

Of the 7 offers from non-visibles accepted by the visibles, either no
offer was received from a visible, or the offer from the visible asked
for more than it offered, i.e,, was worse in terms of absolute profit to
P than the one accepted. One person said he had made a mistake in
accepting a non-visible (he rejected two offers of 100 for 100, and

gave up 150 for 100). Two out of three low visibles accepting a non-
visible received only that one offer.
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CHAPTER 5

EVALUATION AND SUGGESTIONS FOR FUTURE RESEARCH

This dissertation has been concerned with the use of information
controlvas a tactic for obtaining advantage in exchange relationships, and
the limitations on the successful use of such a tactic imposed by a posi-
ted preference for reliable informatioﬁ about exchange partners. A theory
was constructed toAéxplain the processes 6perating in such a situation, and
an experiment was designed to test a set of six hypotheses derived from the
theory. As the test and results have been presented in some detail, there
is no need to repeat them here. Given that the,resulté on the whole gave
support for the theory in the experimental context, it is appropriate at
this point to make a different evaluation of the theory, based on other
criteria.

At the éonclusion of an experimental study, someone usually asks:
"Well, what does this tell us about the real world?" This questioﬁ essen-
tially refers to the generalization from the study to simila; situations
outside the laboratory. If the interrogator ﬁ@ishes to know where else we
can find groups of people sitting around dimly 1lit tables trading coloured
tokens, our answer must be not "In poker halls', nor "At children's parties",
‘but "Nowhere". It should be clear from the way this study has been con-
structea that we do not expect to generalize from the concrete experimental
setting directly to another concrete singular situation with similar char-
acteristics. The view taken here is similar to that expréssed by Webster

1
and Kervin:
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The connection between the laboratory and the natural setting, we
claim, is the theory. Without the theory there is, and in fact
there can be, no link. Specifically, the link is the set of ab-
stract scope conditions which tell whether the theory can be used
to make predictions for a particular setting. If there is no
- theory, and if there are, therefore, no explicit scope conditions,
then no generalization of the results of a laboratory study is
permissible. Strictly speaking, this is also true of any study,
laboratory or other. :
We construct theories with general statements involving abstract variables.
As indicated above, these are made predictive in particular instances by a
set of initial conditions which, together with the abstract assumptions, are
used to deduce hypotheses. In any concrete situation, experiment or other-
wise, where it can be shown that the relevant conditions are met, and that
2
the assumptions of the theory apply, predictions can be made. ,iThus, the
findings of a particular experiment are generalizable through the theory to
other settings, not by direct extrapolation from an experiment to the real
world.

In thiswsview, the scope conditions both provide generality and
impose limitations. LLet us look at the implications of such a view for
the work reported in this study.

Any empirical scientist, of course, wants to devise theories with
antecedent conditions that have a variety of concrete instances, but no
theory can encompass all the world, or for that matter, all of social be-
haviour. Our concern has been what part of social behaviour that can be

conceptualized as social exchange. We further limited our interest to ex—

change situations in which:
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1) ?eople.could obtain complementary commodities from at least two others:
(Scope condition 1).

2) The resources were valued according to a marginal utility function
(Scope condition 2).

3) The value functions of individuals could be known or inferfed, though
information about current résource holdings of others might be incom-
plete (Scope condition 3).

4) People could compare profits at some stagé (Scope condition 4).

5) Total resources in the group did not increase (Scope condition 5).

6) Some people could control but not falsify information about their cur-
rent resource holdings (Scope condition 6).

This admittedly typifies only a part of social interaction, but certainly

not so small a part as groups of students trading red and green buttons

according to a value chart. Support for the experimentél predictions based
on the theory gives us more confidence in predictions to other situations
that meet the initial conditions. We wili briéfly consider some possible
situations to thch the theory could be shown to be relevant, and at the
same time, suggest where further work is needed to spell out the applica-
bility of the theory;

1. Valued complementary resources distributed in groups of four or more.

This condition requirés little commeﬁt, if one accepts a model of
social behaviour as exchange, because almost any service, good, or sentiment
3 .
can be seen as a resource. Thus, a father who takes his son skiing, if

the son washes the car, can be seen as similar in relevant respects -to stu-

dents who help one another study, or children who trade hockey cards. Pro-
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bably the most difficult problem to resolve coﬁcerning the applicability

of this condition is to work out how many different resources are involﬁed

in a relationship ~-— for example, do students exchange only help, or is

companionship also a reason for the relationship? 1In addition, it is not
sufficient to note that a group has four or mére members, but that the al-
ternative exchange partners are in fact available to enter exchange transac-
tions.

2. Marginal ﬁtility function

It is a simple matter to note that the more we get of a resource,
the less we value even more of it. iIntuitively, this principle seemé to
apply to help, deference, approval, and in reverse, to time and effort

4

given up. It is much less simple to specify the periods of time over which

satiation and deprivation will take place, and the units in which resources

will bé obtained or given up. Without being able to specify the units, even
arbitrarily, it is difficult to know whether this initial condition is met
or nét. In addition, some resources, such as money, or votes, that can be
used as resources in exchange, are not always valued according to a marginal
utility function. This séems to imply that the second,initial condition
could be generalized to specify only that there be a differential valuation
of resources, to provide a basis for exchange.

3. The condition that individuals know or be able to infer the value
functions of others seems at once a very limited and a widely applicable
statement.

There is a vast array:of beople in the world whose value functions

we do not know, but at the same time, we are not so likely to enter into
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exchanges with them. {(Continuing interaction in exchange relationships
builds up a store of information about the outcomes that Other has pursued
most enthusiastically, the transactions that have given him the most satis-
faction, and the terms of transactions he has agreed to with oneself and
with others. 1In addition,.people can generalize this kind of informatiqn to
similar others in similar situations.A The second part of Scope c;ndition
3, that people do not know how much of a resource some others have,limits
the applicability of the theory to a narrower range of situations. People.
in close contact are likely to know what each other has; some ‘relationships
probably demand full information, such as is found in families. Neverthe-
less, actors often have discretion ovef the information available about
them, and particularly in the early stages of interaction involving new
resources, people will often not be certain ébout the resource bases of
potential partners. (Even in extended interactions such'as the family,
husbands have been known to conceal from other members the size of their
incomes.)
4. Opportunity to compare profits

The opportunity to compare profits in exchanges is a consequence
of the distribution of information, which can change.over time. It may
often occur that exchange partﬁers do not know how the other gains at the
time of the tramsaction, and that comparison later becomes possible . when
one is able to observe the other's subsequent reaction (e.g., his satisfac-
tion, what he does with the profit, or what he tells others). Again, this
points to the early stages of exchange relationships that will continué, or

to established ones in which different commodities are introduced. If ex-
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.change networks are well connected, and have existed over a long period of
time, it is less likely that members would be unable to compare profits at
the time of the exchange. #There are exceptions, of course, such as labour-
union negotiations, in which comparison, or at least, honest -comparison of
outcomes at the time of bargaining is deliberately avoided by both parties.
The desire to compare profits seems to typify a great many relationships,
and may lead to information-gathering where there is inadequate information
to allow comparison.
5. Total résources in the group constant

For short periods of time, most simple exchange relationships can
be typified as constant-sum situations. Even if resources increase at regu-
lar intervals, as in the case of income; qonsumption usually ensures that
the resource bases of members do not alter dramatically, and if they do,
it occurs in a predictable fashioﬁ. However, the fifth scope condition
rules out the many interactions-in which people jointly produce new re-
sources, or when additional amounts of resources are injected into the group
from an external source. In such cases, there are often enough rewards to
satisfy everyone, and cooperation and trust are more likely to prevail.
Where rewards of P-and O are positively correlated, the sharing of informa-
tion is more typical, since it increases both parties' ability to coordinate,

5

and obtain further rewards. In such cases, problems of fairness tend to
involve questions of proportional returns on investments, and these ques-

6
tions are not handled by the assumptions of the theory presented in this study.
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6. Some members can withold information, but not give out false informa-
tion

It might at first seem that in any situation where P can control
information, he will, in addition, give out false information.that construes
the situation to his advantage, rather than risk the chance that Other
will make assumbtions unfavourable to P. However, there are many con-
straints against falsification, not the least of which are sanctions meted
out for lying, but which are not applied for saying nothing. One can also
be selective in the release of information, so that only that serving one's

7
interest is made available. If P simply witholds information, the assump-
tions made by O will often be favourable to P, as when O believes everyone
will act faifly, or if there are norms against suspecting other people's
motives. The key to obtaining an.advantage probably lies in selecting
8

occasions where the right assumptions will be made. Once again, Scope
condition 6 is more likely to be applica@&é to the early stages of inter—
action, such as the fenéing that occurs at cocktail parties, the -early
stages of dating, or in relationships where the members cannot obtain an
immediate independent verification of the cues given by P. (For exaﬁple;
little brothers and sisters who tell secrets undermine the control of cru-
cial information in relationships as ﬁiverse as the.swapping of hockey.
cards, and impressing a new boyfriend.)

Our interrogator may now object that to provide instances for
each of the scope conditions separately does not ensure they will all hold

in any given situation. There are two replies that may be made to such an

objection.
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1. First, we would argue that the assessment of the ;elevance of
an abstract theoretical formulation such as this one does not rest solely
on tﬁe ability to go out and count up a large number of concrete cases fhat
meet the assumptions and scope conditions of the theory. .IThe history of
the natural sciences contains many instanqes of seemingly irrelevant the-
oretical formulations which later proved to have important‘applications.

One reason for this seems to be that until a particular inte;prefive fraﬁe—
work is developed for a set of events, we do not characterize or recognize
the events as instances that fit that framework.

In addition, processes that occur infrequently (or not at all)in
the 'real world' are not necessarily unimportant by virtue of being infrequent
for they may provide the occasion for testing predictions about underlying
principles which are usually confounded with other processes. One of the
strongest arguments in favour of artificiality in laboratory experimentation
is that it allows us to eliminate factors not specified in the theory. Then
the results will bear unequivocally on the soundness of the propositions,
making difficult the prevarication that 'other factors' may have prevented
us finding support for our predictions. The results in the present study,
‘for example, make it clear that our propositions are not adequate to account
for the behaviour of all our subjects, aﬁd that further refinemenf of the

9
assumptions and operationalization are necessary.

A furthér justification for studying processes which may occur
only infrequently is that these processes can have important and long term
consequences. In our case, for example, the process of establishing the

terms of transactions to favour oneself may occur rarely, because we tend
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to let most of exchange proceed by habit, according to standard terms.
Nevertheless, if an actor can influence the initial expectations about
acceptable terms in transactions, it can exercise an influence on routine
interaction well into the future.

2) The second reply to the question of whether all our scope
conditions aré ever met together in concrete situations is that the set of
initial conditions are not mutually exclusive, and there is logically no
reason to expect they will not occur together. We have suggested that sev-
eral of the scope conditions typify the early stages of exchange interac-
tions, either when a new set of actors are establishing relationships, or
are negotiating the prices of a new set of resources for which there are no
standard valuations. We believe the scope conditions may be shown to be
typical of several‘different kinds of exchange contexts. For example, the
theory might be used to predict that employees would be more willing to
accept wage restraint (lower profit) in a company in which the employees
share in decision making and have access to information about the true costs
borne by the organization; than would workefs who must infer management's
true costs on the ambiguous basis.of wage offers presented to the employees.
Again,in organizations, the theory would predict that the success of 'games—
manship' (in which people.engage in the selective release of information that
puts them in a favourable light).would be severely constrained if there were
also 'honest players' in the group, who typically released all relevant
information. Unpleasant feelingsmight arise toward a person who had benefitted
from the selective release bf information, if he did not also continue to

conceal the satisfaction he had obtained from the advantage. ‘[The reciprocal
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trading of votes on issues of different importance to different people
'in political spheres could also be an area in which the theory could be
made predictive. For example,mﬁéﬁt‘effort is probably spent in concealiné
true cost and reward levels in such cases, while the desire for reliable
iﬁformation about the Other is very high. Other examples in informal re-
lationships such as dating networks,people in cooperative houses where
costs are assessed relative to wealth, students engaging in reciprocal
help, could probably=be shown to satisfy the complete set of scope cbndi—”
, 10

tions of the theory.

We wiil not continue with a list of possible instanées of situa-

tions that could possibly be accounted for by the theory, but will now

mention some issues which this study suggests would merit further research.

Suggestions for Future Research

The support for the hypotheses described in Chapter 4 gives us a
degree of confidence in the assumptions on which they were based, but there
was still a good deal of error in the predictions. We éannot be certain
the assumptions, the hypotheses, or the operationalization are responsible

‘ 11
for the failure, but it is possible to make some reasonable guesses.

It was assumed that people are not oniy concerned with their own
profits in exchange, but also with a comparison of profits. We argued that
people preferred to gain more than others, particularly where the total re-
sources are constant, since a.gain to 0 is a loss to P. It seemed clear in ‘

the experiments, however, that not all subjects were interested in compari-

son of profits, and that individual differences in orientation to others may
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be an important factor needing investigation: People are all likely to be
motivated to compare with others in some situations, but the motivation to
do so varies across individuals and across situations, in a manner that
needs much more specification.

We argued that compariéon is salient for peers who can observe
others' gains and losses, but it is clear that no one can systematically
compare how well he does in relation to all possible partners, due to limi-
ted cognitive capacity, and‘the increasing costs of doing so. It would be
of great interest to be able to predict the subset of others with whom P
will choose to compare. Recent studies in social comparison theory could

v 12
possibly provide principles that might be integrated into our theory.

A furtheér question arising from the comparison of profits is the
soundness of the assumption that P can téke the point of view ofothérs, if
he knows their resource bases, to assess how others value outcomes. In
the experiments, this process was made very easy for subjects by the pro-
vision of the value chart. Even so, some subjects did not appear to pro-
cess information in the manner predicted, and some commented that it was
'too much trouble'. It must be admitted that people often find it simpler
to proceed through a process of trial and error, making adjustments if
something goes wrong, or if P does not manage to obtain a level of reward
that is adequate.

In addition, terms of exchange are often a matter of habit and
history, and do not involve (regular) and continuous negotiation. One of
the functions of social-standards of fairness is to relieve the actor of the

chore of negotiating each encounter afresh, and any decisions he makes about
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entering transactions may relate to selectingAthose whose standard terﬁs
are attractive.

In spite of the fact that role-taking may not occur in a routine
way, in most interaction, we wbuld argue that: 1)if the rewards are impor-
tant to P, or if 'something goes wrong', and his normal level of rewards
is disrupted, it will be worth his while to take the point of view of
other to re-assess what terms he is able to get in an exchange, and 2) when
new or unique relationships are first established, some negotiation of terms
for the relationship is required. -

The widespread perception of advantage in concealed resources in
thevexperiment leads us to believe that we are addressing a meaningful aspect
of exchange relationships. Apart from a vague sense that it is 'good to
keép one's affairs private', mény subjects -were very articulate about the
manner in which asymmetric information could be used to give O the impres-
sion that P required good terms to agree tb a'transaction, at the same time
that O was kept to terms reflecting his true needs. &T?he fact that more
people perceived an advantage, than made advantageous offers, may mean
that the advantage can operate in different ways. (For example, in the ex-
periment, one advantage lay in preventing others from knowing that P had
made several transactions.) It is also likely that tactics Wofk only if
used sparingly:

Tactics” are highly. personal, subtle, and eVanescent; their outcome
depends on the correct (or incorrect) interpretation of any one
or more of ‘many behavioural cues, which may themselves be genuine

or pretended; and the net effect often involves such complex inter-
actions as what A thinks B thinks about what A is thinking.l4
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While it may be true that tactics are not used regularly, our for-
mulation of how P takes O's point of view provides a rationale for this
process that goes beyond the simple éssumption by many @reéearchérs that asym-
metric information is somehow a tacticai advantage. If we agree that tactics
are 'evanescent', it would be desirable to devise indices of the use of
tactics which are more sensitive than the simple proportiohs of advantageous..
initiations that were used in the preéent researéh. In addition, we would
expect that tactics of advantage will only be used until the advantage is
obtained -- if it is only necessary to do better than Other once in order
for the advantage to continue, then tactiég will occur infrequently. If
the situation requires that the advantage be renewed, we expect tactics
to be used with greater frequency.

The process of taking the point of view of Other also helps us
to understand why information about P's outéomes is so important to 0 --
without information, he cannot make comparisons. The support for the exper-
imental predictions concerning the preference for others about whom P has
information gives us confidence in the assumption that ambiguity of infor-
mation about an alternative leads to uncertainty, and that this reduces the
expected value of an alternative.

We argued that subjects would prefer to have unambiguous informa-
tion about a partner's resources,vand that if such information was available
about some Others, this information would be processed to make inferences
about the probability of acceptance of offers, and the fairness of different
exchanges. Subjects in the experiments seemed to have believed that they
could discover the non—visibles' true profits by means of the types of

offers the ‘latter made and accepted. However, given that such inferences

. ' N . . .
might be unreliable:, they preferred alternatives for which more certain
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information was already available. The extension of findings concerning a

preference for risk over uncertainty, to the case of degrees of uncertainty

in social situations, seems a promising area of inquiry. If we can even-
tually delineate the factors in a situation which lead to a greater or
lesser degree of uncertainty, then a social choice model incorporating
uncertainty as suggested in this thesis, would be a contribution. Factors
that could be investigated include P's beliefs about 0's self-interest,
(for example, the tendency of powerless people to attribute negative inten-
tions to others); the variability of information, (for example, if it comes
from several.different sources); the credibility of different people, (for
example, is information from high status persons more credible than from low
1
status persons?). ’ A model which specified the antecedent factors influ-
encing uncertainty would also provide a framework for predicting the con-
ditions under which witholding information could succeed as a tactic, (for
example, when no alternatives provide reliable information, or when alter-
natives about whom there is reliable information are undesirable on other
grounds) .

The six cases of .information and alternatives described at the
end of Chapter 1 could be assimilated into the theory by making alterations
in the scope éonditions concerning the number of alternative partners, and
the -amount of information available about them. It would then be possible
to use the assumptions in the theory to make predictions for the six cases.

This would have the advantage of integratiﬁg a somewhat atheoretical body

of work concerning information in negotiation into a single framework and
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extend the honceptualization of bargaining to include the effects of a re-

source base against which profits are calculated.

The consistent minority of subjects who did not display a pre-

ference for visibles in the experiments requires some comment. The data

do not permit an unambiguous ad hoc explanation of initiations to players

with hidden resources, amdat least three ways of accounting for the negative

cases could be pursued:

1)

2)

There may be individual differences in the avoidance of uncertainty.
Ellsberg ,and MacCrimmon;qnote that only some subjects display a prefer-
ence for risky over uncertain bets, when-the beﬁs have equal expected
Value.16 Individual differences in the ability to anticipate the like-
lihood of having an offer accepted migh£ have led some subjects to direct

offers to the less popular non-visibles; and there may well be individual

differences in the desire to compare profits with others. These factors

relate to different components of the decision function given in Assump~

tion 5. 1Initiations ﬁo non-visibles were taken to indicate that the
subjectively expected value of an exchange with a.non-visible was
greater than that with a visible, but it is not clear which part of the
function was affected, i.e., the probability of acceptance, the weight~
ing of uncertainty, or the value to P-of comparison with O.

Future work could explore the possibility of developing a model that
conceives of the 'actor as r;ndomly considering one of three possibili-
ties -- that a non-visible is better, as good, or worse than available

visible partners. This might then lead to the two-thirds of the subjects
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who on average made offers to visibles, i.e., this proportion would
represent those who believed thé visibles were as good or better than

the mn-visibles. This would be in accordance with Eilsberg's sugges-~
tion that subjects will prefer risk to uncertainty, if the risky alter-
native is estimated to be as good or better than the uncertain one. The
remaining one-third of the subjects who hold the belief that the non-
visibles would make bettéer partners would then account.for the proportion
of subjects who did not act according to the theory as it now stands.
Such a model would require a more detailed desc?iption of the factors

the actor takes into account in deciding that one alternative is 'as

~

good' as another, and more sensitive methods of measuring the subjects'
decision processes during interaction.

3) We can also conceive of the subjects as assigning poéitive expected
value to exchanges with both visibles and non-visibles, but a higher
value to the former. .Offers may be directed in proportion to the rela-
tive expected value,.i.e.,

frequency of initiation/n = expected ¥alue (visible partner)
EV (visible) + EV (non-visible)

Inzsuch a modei, a certain smaller proportion of offers would be expec-

ted to go to non—visibies, and some of these might be sent on the first

opportunity for exchange. Studies of choice in probability matching

tasks never show a 100% choice of the alternatives with the highest ex-
17

pected value, if subjects are given a series of choices. ’

In all .these conceptualizations, the difficult proBlem of assessing expected

value is compounded by the fact that probébility and utility interact —_fifff
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the more desirable a transaction to P, the less likely it is to occur, be-
cause it is undesirable to O. The lexicographic representation of the choice
process, though imprecise, seems plausible in light of the data. It seems

clear that subjects did in fact consider profit to self as the most important

factor, indicated in the acceptance of offers giving the largest profit,
regardless of source (e.g.; Set A, Trial 1). When profit to P was held
constant, by delivering falsified offers, the abiiity to compare profits

- with the partner seemed to lead a majority of subjects to accept the visi-
bles.

In spite of the negative cases, the evidence for the predicted
preference for partners with known resource levels gives up more confidence
in our explanation of the process by which concealment of information does
not turn out to be a sufficient tactic to ensure advantagéous exchanges. The
preference for information and the inferences made about those who withold
information, appear to limit the success of such a tactic when alternative
partners are available. It has already been noted that the theory could be
exteﬁdea‘fo make predictions -“for cases when there are no alternatives, and
information is differently distributed, and future work‘could involve a
systematic test of the different cases.

The paradigm used in this study lends itself to further research
in the use of informational tactics. In é@ég;icular, discretion over the
release of information about resources could be simply varied, by equipping
the booths with indicators of the numbers of aifferent coloured buttons.

These indicators could be controlled by the experimenter or by the subjects.
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It is not necessary that buttons change hands in the experiment, and many
ﬁore trials could be run if indicators were used to record, honestly or dis-
honeétly, successive changes in resource bases through exchange. Itvwould
also bé possible to vary the type of value function across subjects, so

that deception could occur'concerning both the size of fhe base, and the
value function.

The foregoing discussion should make it clear that there is scope
for further research based on the theory, even within the present experimen-
tal paradigm. It should also be possiBle to design different experiments
that overcome some of the weaknesses in the paradigm used in this study,
such as the confounding of long- and short-term gain, and the difficulty
of creating doubt about the resource bases of concealed subjects. Computer
terminals offer a lot of potential for both recording the subjects' reac--
tions throughout an experimental exchange situation, and for simulating
the other members of a fgrohp'. Because attempts at advantageous exchange
seem more likely to succeed if tried only ocqasionally; it may be that field
studies would further aid in the delineation Qf conditions antecedent to
attempts by social actors to obtain advantage, and the mechanisms involved

in carrying it off.
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FOOTNOTES FOR CHAPTER 5

M. Webster, Jr., and J.B. Kervin, 'Artificiality in experimentél socio-
logy', Canadian Review of Sociology and Anthropology, 8, 1971, p. 268.

The process of prediction is not so simple, of course, because one
theory does not include propositions about all the factors in a par-
ticular concrete situation that may contribute to and change the values
that the variables assume in that situation.

See: A. Kuhn, The Study of Society: A Unified Approach, London:
Tavistock Publications, 1966, pp. 260-61.

For example, the variety of occasions on which the expression 'carrying
coals to Newcastle' is used, is testimony to this fact.

Friends probably select activities that are characterized by positively
correlated rewards, or in which those aspects can be amphasized. 1In
addition, such -activities also would generate positive sentiment and
feelings of friendship.

The issue of proportional return for investments is usually referred
to as distributive justice or equity. See, for example, G.C. Homans,
Secdald]l Behaviour: TIts Elementary Forms, New York: Harcourt, Brace

and World, 1961, pp. 232-264,

Press censorship is based on the selective release of information
that supposedly reinforces a particular definition of the situation.
Its effectiveness is probably dependent on whether readers suspect
they are being given only part of the facts.

Paradoxically, the desire fr advantage is likely tobe lower when con-
ditions are most favourable for its success, as when trust exists be-—
tween the parties. P would risk a loss over the long run if he violated
trust, because it would disrupt the relationship.

A further advantage of making a controlled test of predictions from ex-
plicit assumptions and ‘scope conditions is that we then have a better
idea of where the weaknesses lie. Factors which have been controlled
or eliminated cannot be blamed for negative findings,., and this narrows
the range of directions to take in revising predictions.

Zelditch makes the point that disputes about the applicability of a
theory depend for their ultimate resolution on descriptive knowledge

of a particular situation. However, experimental investigation can be
useful for studying the effect of processes that were neglected or held
constant in the earlier tests of the theory, but which seem to be impor-
tant in a given application. M. Zelditch, Jr., 'Can you really study

an army in a laboratory?', in A. Etzioni, Ed., A SSoédological Reader

in Complex Organizations, New York: Holt, Rinehart and Winston, 1969,

Second edition, pp. 528-539.
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In {Chapter 3, we addressed the issue of whther we had successfully in-
duced a marginal utility function for the buttons, and suggested that
some errors in prediction could probably be attributed to a failure of
the manlpulatlon for some subjects. Our design did not allow us to
locate those SUbJEC@SCWhO were.unaffected by the manipulation.’

See, for example, Bibb Latané, Editor, ’Studles in Social Comparison',
Supplement 1, Journal of Experimental Social FBsychology, 1966.

A mundane example of this is the agreement required about payment when
one engages a new babysitter. While there appears to be a social stan-
dard for the range of pay acceptable to both parties, terms can vary
according to ability to pay, perceived need of the sitter, and alterna-
tives available. '

Kuhn, op. cit., 1966, p. 337.

See, for example, E.E. Jones, K.J. Gergen, P.- Gumpert and J.W. Thibaut,
'Some conditions affecting the use of ingratiation to influence per-
sonal evaluation', Journal of Personality and Social Psychology, 1,
1965, pp. 613-623; and D. Bramel, 'Determinants of beliefs about other
people', Chapter 4 in J. Mills, Editor, Experimental Social Psychology,
Toronto: Collier-MacMillan, 1969; H.H. Kelley and A. Stahelski, 'Social
interaction bases of cooperators' and competitors' beliefs about others'
Journal of Personality and Social Psychology, 16, 1970, pp. 66-91;

and W. ""Thorngate, 'Predictions, Attributiéns and Evaluations of Behaviour
in Decomposed Games', Unpublished manuscript, University of Alberta,
Department of Psychology,1974.

D. Ellsberg, 'Risk, ambiguity, and the Savage axioms', Quarterly Journal
of Economics, 6, 1961, pp. 643-669; K.R. MacCrimmon, 'Descriptive and
normative implications of the decision-theory postulates', in K. Borch
and J. Mossin, Editors, Risk and Uncertainty, London: Macmillan, 1968.

Examples of probabilistic choice experiments are: those of Siegel, and
of Ofshe and Ofshe. See: S. Siegel, A.E. Siegel, and J.J. Andrews,
Choice, Strategy and Utility, New York: McGraw Hill, 1964. L. Ofshe,

and R. Ofshe, Utility and Choice in Social Interaction, Englewood Cliffs:
Prentice-Hall, 1970.




1868

BIBLIOGRAPHY
Books

Adams, J.S. Inequity in social exchange. In: Advances in Experiméntal
Social Psychology, Vol. 2, New York: Academic Press, 1965.

Archibald, K. Strategic Interaction and Conflict. Berkeley: University
of California Press, 1966.

Bartos, 0.J. Towards a rational—empirical model of negotiations. In:
Sociological Theories in Progress, Edited by J. Berger, M. Zelditch, Jr.
and B. Anderson. Boston: Houghton Mifflin Co., 1972.

Bartos, 0.J. Simple Models of Small Gron Behaviour. New York: Columbia
University Press, 1967.

Blalock, H.M. Social Statistics. McGraw-Hill Book Company, 1960.

Blau, P.M. Exchange and Power in Social Life. New York: John Wiley, 1964,

Bramel, D. Determinants of beliefs about other people. In: Experimental
Social Psychology, Edited by J. Mills. Toronto: Collier-MacMillan,
1969.

Bruner, J.S., J.J. Goodnow and G.A. Austin. A Study of Thinking. New York:
John Wiley and Sons, 1956.

Burnstein, E. Cognitive factors in behavioural interdependence. In:
Experimental Social Psychology, Edited by J., Mills. Toronto: Collier
MacMillan, 1969.

Burnstein, E. and S. Katz. Group decisions involving equitable and optimal
distributions of status. In: Experimental Social Psychology, Edited
by C.G. McClintock. Toronto: Holt; Reinhart, 1972,

Chipman, J.S. Stochastic choice and subjective probability. In: Decisions,
Values and Groups, Edited by D. Willner, New York: Pergamon Press, 1960.

Crano, W.D. and M.B. Brewer. Principles of Research in Social Psychology.
New York: McGraw Hill, 1973.

Emerson, R.M. Exchange theory: Parts I and II, 1In: Sociological Theories
in Progress, Volume II, Edited by J. Berger, M. Zelditch, Jr., and B.
Anderson. Boston: Houghton-Mifflin, 1972.




169

Fouraker, L.E., and S. Siegel. Bargaining Behaviour. New York: McGraw
Hill Book Co., 1963.

Goffman, E. The Presentation of Self in Everyday Life. Doubleday Anchor
Books, 1959. ,

Harnett, D.L. and L.L. Cummings. Bargaining behaviour in an asymmetric
triad. In: Social Choice, Edited by B. Lieberman. Gordon and Breach
‘Science Publishers, 1971. '

Hays, W.L. Statistics. New York: Holt, Rinehart and Winston, 1969.

Homans, G.C. Social Behaviour: Its Elementary Forms. New York: Harcourt,
Brace and World, 1961.

Jones, E.E. and J.W. Thibaut. Interaction goals as bases of inference in
interpersonal perception. In: Person Perception and Interpersonal Be—
haviour, Edited by R. Tagiuri and L. Petrullo. Stanford: Stanford Uni-
versity Press, 1959. ' '

Kelley, H.H. Attribution theory in social psychology. In: Nebraska Sym-
posium on Motivation, Edited by D. Levine, University of Nebraska
Press, 1967.

Kelley, H.H. "~ A classroom study of the dilemmas of interpersonal negotiations.
In: Strategic Interaction and Conflict, Edited by K. Archibald. Berke-
ley: University of California Press, 1966.

Kelley, H.H. and D.P. Schenitzki. Bargaining. In: Experimental Social Psy-
chology, Edited by C.G. McClintock, Toronto: Holt, Rinehart and
Winston, 1972.

Kelley, H.H. and J.W. Thibaut. Group Problem Solving. In: The Handbook
of Social Psvychology, Volume IV, Edited by G. Lindzey and E. Aronson.
Addison Wesley, 1969.

Kuhn, A. The Study of Society. London: Tavistock Publications, 1966.

Lee, W. Decision Theory and Human Behaviour. New York: John Wiley and Sons,
1971.

McClintock, C.G. Game behaviour and social motivation in 1nterpersonal set-

tings. In: Experimental Social Psychology. Edlted by C.G. McLlntock\
Toronto holt, Rinehart and Winston, 1972.

Machimmon, K.R. Decision making among multiple-attribute alternatives:
a survey and consolidated approach. Memorandum, RM-4823-ARPA, Rand
Corporation, 1968. .



170

MacCrimmon, K.R. Descriptive and normative implications of the decision-
theory postulates. In: Risk and Uncertainty, Edited by K. Borch and
J. Mossin. MacMillan, 1968,

Michener, H.A. and R.W. Suchner. The tactical use of social power. In:
The Social Influence Processes, Edited by J.T. Tedeschi. Chicago:
Aldine Publishing Company, 1972,

Schelling, T.C. The Strategy of Conflict. Cambridge: Harvard University
Press, 1963.

vSiegel, S., A.E. Siegel and J.M. Andrews. Choice, Strategy and Utility.
New York: McGraw-Hill, 1964.

Thibaut, J.W. and H.H. Kelley. The Social Psychology of Groups. New York:
John Wiley, 1959.

Vinacke, W.E. - Negotiations and decisions in a politics game. In: Social
Choice, Edited by B. Lieberman. Gordon and Breach Science Publications,
1971.

Walton, R.E. and R;B. McKersie. A Behavioural Theory of Labour Negotiations.
New York: McGraw-Hill, 1965.

Weinstein, E.A. .The development of interpersonal competence. In: Handbook
of Socialization, Edited by D. Goslin. Rand McNalley, 1968.

Articles

Becker, S.W. and F.O0. Brownson. What price ambiguity? or the role of ambi-
guity in decision making. Journal of Political Economy, 72 (1964),
pp. 62-73. . '

Bixenstein, V.E., L. Potash and K.V. Wilson. Effects of level of coopera-
tive choice by the other player on ghoices'in a Prisoner's Dilemma game,
Part I. Journal of Abnormal and Social Psychology, 66 (1963), pp. 308-
313.

Bixenstein, V.E., L. Potash and K.V. Wilson. Effects of level of coopera-
tive choice by the other player on choices in a Prisoner's Dilemma game.
Part II. - Journal of Abnormal and Social Psychology, 67 (1963), pp. 139-
147. : :

Bixenstein, V.E., N. Chambers and K.V. Wilson. Effect of asymmetry in pay-
off on behaviour in a two-person, non-zero-sum game. Journal of Con-
flict Resolution, 8 (1964), pp. 151-159.



171

Blau, P.M. Justice in social exchange. Sociological Inquiry, 34 (1964),
pp. 193-206.

Blumstein, P.W, Audience,M&éﬁfevellianism, and tactics of identity bargain-
ing. Sociometry 36 (1973), pp. 346-365.

Chertkoff, J.M., and M. Conley. Opening offer and frequency of concessions
as bargaining strategies. Journal of Personality and Social Psycholo-
gy, 7 (1967), pp. 181-185.

Conrath, D.W. Sex role andcéboperation in the game of Chicken. Journal
of Conflict Resolution 16 (1972), pp. 433-442.

Cummings, L.L., D.L. Harnett and W.C. Hamner. Personality, bargaining style,
and payoff in bilateral monopoly bargaining among European managers.,
Sociometry 36 (1973), pp. 325-344.

Cummings, L.L. and D.L. Harnett., Bargaining behaviour in a symmetric triad:
the role of information, communication, power and risk-taking propen-
sity. Review of Economic Studies 36 (1969), pp. 484-~499.

Ellsberg, D. Risk, ambiguity and the Savage axioms. Quarterly Journal of
Economies 75 (1961), pp. 643-669.

Emerson, R.M. Power-dependence relations. American Sociological Review
17 (1962), pp. 31-41.

Fellner, W. Distortion of subjective probabilities as a reaction to uncer-
tainty. Quarterly Journal of Economics 75 (1961), pp. 670-689.

Fischer, C.S. The effects of threats on an incomplete information game.
Sociometry 32 (1969), pp. 301-314.

Gallo, P.S. and C.G. McClintock. Cooperative and competitive behaviour in
mixed-motive games. Journal of Conflict Resolution 9 (1965), pp. 68=
79.

Harsanyi, J.C. Bargaining in ignorance of the opponent's utility function.
Journal of Conflict Resolution 6 (1962), pp. 29-38.

Hoffman, P., L. Festinger and D.H. Lawrence. Tendencies toward group com-
parability in competitive bargaining. Human Relations 7 (1954), pp.
141-159.

Homans, G.C. Social behaviour as exchange. American Journal of Sociology
63 (1958), pp. 597-606.



172

Jones, E.E., K.J. Gergen, P. Gumpert and J.W. Thibaut. Some conditions
affecting the use of ingratiation to influence personal evaluation.
Journal of Personality and Social Psychology 1 (1965), pp. 613-626.

Jones, B., M. Steele, S. Gahagan and J. Tedeschi. Matrix values and cooper-
ative behaviour in the Prisoner's Dilemma game. Journal of Personal-
ity and Social Psychology 8 (1968), pp. 148-153.

Kahan, J.P. Effect of level of aspiration in an experimental bargaining sit-
uation. Journal of Personality and Social Psychology 8 (1968), pp.
154-159.

Kelley, H.H., L.L. Beckman and C.S. Fischer. Negotiating the division of
a reward under incomplete information. Journal of Experimental Social
Psychology 3 (1967), pp. 361-398.

Kelley, H.H. and A. Stahelski, Social interaction bases of cooperators'
and competitors' beliefs about others. Journal of Personality and
Social Psychology 16 (1970), pp. 66-91. :

Kelley, H.H. and A.J. Stahelski. The inference of intentions from moves in
the Prisoner's Dilemma game. Journal of Experimental Social Psychol-
ogy 6 (1970), pp. 401-419,. '

Komorita, S.S. Cooperative choices in a Prisoner's Dilemma game. Journal
of Personality and Social Psychology 2 (1965), pp. 741-745.

Laing, J.D. and R.J. Morrison. Sequential games of status. Behavioural
Science 19 (1974), pp. 177-196.

Latané; B. (Editor). Studies in Social Comparison. Supplement 1, Journal
of Experimental Social Psychology (1966).

Lanzetta, J.T. and V.T. Kanareff. Information cost, amount of payoff, and
level of aspiration as determinants of information seeking and dec131on
making. Behavioural Science 7 (1962), pp. 459-73.

Lichtenstein, S. Bases for preference among three-outcome bets. Journal
of Experimental Psychology 69 (1965), pp. 162-169.

Liebert, R.M., W.P. Smith, J.H. Hill ana M. Kieffer. The effects of infor-
mation and magnitude of initial offer on interpersonal negotiation.
Journal of Experimental Social Psychology 4 (1968), pp. 432-441.

McClintock, C.G. and S.P. McNeel. Prior dyadic experience and monetary re-
wards as determinants of cooperative and competitive game behaviour.
Journal of Personality and Social Psychology 5 (1967), pp. 282-294.



173

McClintock, C.G. and S.P. McNeel. Reward and score feedback as determinants
of cooperative and competitive game behaviour. Journal of Personality
and Social Psychology 4 (1966), pp. 606-613.

Murdoch, P, and D. Rosen. Norm formation in an interdependent dyad. Socio-
metry 33 (1970), pp. 264-276.

ANagel, T. Hobbes on Obligation. Philospphical Review 68 (1959), pp. 68-
83.

Oskamp, S. and D. Perlman. Factors affecting cooperation in a Prisoner's
Dilemma game. Journal of Conflict Resolution 9 (1965), pp. 359-374.

Patchen, M. A conceptual framework and some empirical data regarding com~
parisons of social rewards. Sociometry 24 (1961), pp. 136-156.

Pritchard, R.D. Equity theory: A review and critique. Organizational Be-
haviour and Human Performance 4 (1969), pp. 176-211,

Rosen, S. The comparative rolées of informational and material commodities
in interpersonal transactions. Journal of Experimental Social Psycho-
logy 2 (1966), pp. 211-226.

Sheposh, J.P. and P.S. Gallo. Asymmetry of payoff structure and cooperative
behaviour in a Prisoner's Dilemma game. Journal of Conflict Resolution’
17 (1973), pp. 321-333.

- Shubik, M. Games of status. Behavioural Science 16 (1971), pp. 117-129,.
Slovic, P. and S. Lichtenstein. The relative importance of probabilities

and payoffs in risk taking. Journal of Experimental Psychology, Mono-
graph Supplement No. 3, Part 2 (1968), pp. 1-18.

Tedeschi, J.T. Start effect and response bias in the Prisoner's Dilemma
game. Psychonomic Science 11 (1968), pp. 149-50.

Thibaut, J. and C. Faucheux. The development of contractual norms in a
bargaining situation under two types of stress. Journal of Experimental
Social Psychology 1 (1965), pp. 89-102.

Thibaut, J.W. and C.L. Gruder. The formation of contractual agreements
between parties of unequal power. Journal of Personality and Social
Psychology 11 (1969), pp. 59-65.

Vinacke, E. Sex roles in 3 person games. Sociometry 22 (1959), pp. 343-360.

Weick, K.,E. and B, Nesset. Preferences among forms of euity. Organizational
Behaviour and Human Performance 3 (1968), pp. 400-409.



174

Webster, M. and J. Kervin, 'Artificiality in Experimental Sociology', Cana-
dian Review of Anthropology and Sociology, 8, 1971, pp. 268-276.
o

Weinstein, E.A=: and P. Deutschberger. Tasks, bargains and identities in
social interaction. Social Forces 42 (1964), pp. 451-456,

Whittemore, I.C. The competitive consciousness. Journal of Abnormal and
Social Psychology 20 (1925-26), pp. 17-33% ‘

Yukl, G. Effects of the Opponent's initial offer, concession magnitude,

and concession frequency in bargaining behaviour. Journal of Personality
and Social Psychology 30 -(1974), pp. 232-335.

Unpublished Material -

Burgess, R. and J.D. Gregory. Equity and inequity in exchange relations:
an experimental re-examination of distributive justice. Paper pre-
sented at the annual meetings of the West Coast Conference for Small
Groups Research, Honolul#, Hawaii, 1971.

Emerson, R.M. Power and position in exchange networks. Paper presented at
national meetings, American Sociological Association, 1971.

Foddy, W.H. The formation of cliques in collectivities as a consequence of
initial distributions of dimensions of wealth. Unpublished Ph.D.
Dissertation, University of British Columbia, Canada, 1971.

Foddy, W.H. On getting through to some of the péople some of the time.
Unpublished Manuscript. University of Alberta, Canada, 1972.

Leik, R.K., R.M. Emerson and R.L. Burgess. The emergence of stratification
in exchange networks: An experimental demonstration. Paper presented
at the West Coast Conference for Small Group Research, San Diego, 1968.
Institute for Sociological Research: University.of Washington, Seattle.

Michener, H.A. and M. Lyons. Perceived support and upward mobility as deter-
minants of revolutionary coalition behaviour. Unpublished paper, Uni-
versity of Wisconsin (undated).



175

APPENDIX I

LABORATORY SET-UP
A diagram of the booths is shown in Fugure A.1

Figure A.1 Main features of booths used in experiments

1
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View from outside a visible's booth View from outside a non-visible's

booth
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1. Window covered with loudspeaker mesh. When room was illuminated from
the-center, subjects could see through their own screen to the center
of the tables, but.could not see through both their own and another
booth's windows.

2, Card telling subJect what he had to begin with (numbers of each colour
of buttons).

3. Subject's identification letter (also on front of booth).

4. A four inch gap allowed subjects to reach his buttons piled in front
of the booth.

5. Card telling subject he could not offer more than 100 buttons at a
time, although he could ask for more than 100, and give more than 100,

6. Table indicating the worth of different numbers of buttons for the
second part of the game. The instructions drew attention to the fact
that the table implies a principle of diminishing marginal utility.

7. Card on outside of visible subjects' booth, telling the exact number of
buttons of each colour that subject started with (this could be seen

by all other subjects around the table).

8. Coloured tag on the outside of non-visibles booths; the colour was the
same as the colour of buttons in that person's predominant resource pile.

9. An illustration of the covers that were placed over the resources of
non-visible subjects.

Figure A.2 Initiation forms used in Set A

Initiator's letter Offer dlrected to (letter)
(circle one)
Will give (No.) red green buttons
for (No.) red green buttons

(circle one)
Receiver circles one
accepted

rejected
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Figure A.3 Initiation forms used in Set B and in pilot study

Initiator's letter Of fer directed to

*(circle one)

Will give (No.) red green " buttons

for (No.)‘ _red . green buttons

(circle omne)

RECEIVER CIRCLES ONE

Accepted Rejected

offer not good enough'i

don't want to deal
with you

1
¢

Figure A.4 illustrates the card pinned inside a subject's booth, indicating
the number of buttons he had to begin with.

Figure A.4 Card showing to subject his resource base.

1600 Red

3d Green

The following page shows the value chart that was pinned inside each booth.

A somewhat different chart was used in Set A, in which the exact values for
the function

Y = 100 . X/2 (Y is value, X is number of buttons)

was used.

These values were rounded off to the nearest number for use in
Set A.

In Set B and in the pilot study, the numbers in the left column

were further rounded, so that the smallest increment would be 5 value
units.



" 'Figure A.5 Value chart used for Set B and Pilot

Total number of
buttons of a
given colour.
(Notice that
the increments
on this side
are all equal)

1400
1380
1360
1340
1320
1300
1280
1260
1240
1220
1200
1180
1160
1140
1120
1100
1080
1060
1040
1020
1000

980

960

940

920

900

880

860

840

820

800 .

780
760
740
720
700
680
660
640
620
600
580
560
540
520
500
480

2590
2575
2560
2545
2530

2515

2500
2480
2460
2440
2420
2400
2380
2360
2340
2320
2300
2280
2260
2240
2220
2200
2180
2160
2140
2120
2095
2070
2045
2020
1995
1970
1945
1920
1895

. 1870

1845
1820
1790
1760
1730
1700
1670
1640
1610
1580
1550
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Net worth of total
number of buttons of
a given colour in

value units for the

second phase of the
experiment,

(Notice that the
increments on this side
are smaller at the top
than at the bottom)



Figure A.5 (Continued) -

Total number of
buttons of a
given colour.
(Notice that
the increments
on this side
are all equal)

Base line zero

100

460
440
420
400
380
360
340
320
300
280
260
240
220

200

180
160
140
120

80
60
40
20

1520
1485
1450
1415
1380
1340
1300
1260
1220
1180
1140
1100
1050
1000
950
900
840
775
710
630
550
450
320

179

Net worth of total
number of buttons of
a given colour in

value units for the

second phase of the
experiment.

(Notice that the
increments on this side
are smaller at the top
than at the bottom)

Base line zero
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APPENDIX II
EXPERIMENTAL INSTRUCTIONS AND

QUESTIONNAIRES, SET A

The instructions for Set A were administred by means of cassette
tape recorder. The following is a transcript of the instructions employed.
"Hi there. Thanks for turning up to take part in the experiment.

You're going to play a game called "Exchange and Build", and as
the name suggests, there will be two parts to it. The instruc-
tions I'll give you now will only be concerned with the first
part, and we'll forget about the second part until later.

During this part of the game, you are going to be trading, or
exchanging buttons with one another, and the object of the first
part of the game is to build up the small pile of buttons in
front of you, without losing too many buttons from the large pile
you have. In other words, the object is to increase the number
of buttons of which you have the least at the moment without los-
ing too many buttons of the colour of which you have the most.

Now, you'll need to do this because in the next part of the game
the two colours are used for completely different purposes. You
will need buttons of both colours, red and green, in the next
part; that is, both colours are valuable.

You will probably have noticed that half of you have your piles

of buttons out where everyone can see them, while half of you
have covers over the buttons. Now the covers have been placed
there so that some of you will not know how many buttons some
others have. This does not mean that the people with covers have
no buttons -- they do. And you can tell which colour they have
most of by the ticket on the upper right hand corner of their
booths —- for example, a green ticket means that person has a
predominant pile of green buttons, and a smaller pile of red ones.

If you'll look at the table on the side of your screen, you will
notice that there are two columns of figures there. The column
of figures on the left refers to different sized piles of buttons
of a given colour. The column of figures on the right tells you
how much these different sized piles of buttons of a given colour
will be worth in the next part of the game. So the column on

the left tells you how mahy buttons, and the column on the right
indicates values. 0.K.?
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Now if you look closely.at the figures in the columns, you will
notice that the figures on the left increase by 20 at a time =--

so they go: 20, 40, 60, 80, and so on right up to 1,600. The fig-
ures on the right, however, increase in big jumps to begin with,
and the jumps get smalle and smaller ‘as you go. from the bottom

to the top of this column.

Because the figures in the two columns increase different ways,
the table tells us two very important things. The first thing

it tells you is that if you've already got a lot of buttons of a
given colour, 20 more would be worth less to you than if you only
had a few buttons of that given colour. Let me show you how this
works.

Say you had .a pile of 1,580 green buttons. You can see that a
pile of 1,580 green buttons would be worth 2,806 value units in
the next part of the game. .Now, if you got 20 more buttons (green
ones), this would bring you up to 1,600, and a pile of 1,600
buttons is worth 2,826; so that you would have gained 20 value
units. In other words, 20 more green buttons when you've already
got 1,580 would be worth 20 value units. If you only had a pile
of 200 green buttons to begin with, though, and you got 20 more,
you'd find that 200 green buttons (what you started with) would
be worth 1,000 value units in the next part of the game, and a
pile of 220, that. is, the 200 plus 20 more, is worth 1,049. So
the 20 extra in this case would be worth 49 value units. Remem—
ber, when you had 1,580, 20 extra are worth 20, but when you've
only got 200, 20 extra are worth 49.

Once again, the first point is that the more buttons you have of
a given colour, the less worth 20 extra would be. This is like
saying that $20 is worth less to a millionaire than, say, to a
person on welfare.

The second thing the table tells you is that if you have a lot of
buttons of one colour, and only a few of the other colour, you
will actually increase the total worth of your buttons every

time you exchange some of the buttons of which-you have most, for
some of the buttons of which you have the least. Let me show you
how that works,

If, say, you had 1,600 green buttons; you find they are worth
2,826 value units in the next part of the game. O0.K.? And if
that was all you had, you decide to exchange some of the green
buttons for some of the red buttons, so that you would end up

with 800 green buttons, and perhaps 800 red buttons. And you find
that a pile of 800 green buttons would be worth -- well, have a
look at it on your table —- 2,000 value units. So your buttons
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would now be worth 2,000 value units for the green pile, and 2,000
value units for the red pile, so that the total worth of your red
"and green buttons would be worth 4,000 value units. Whereas the
pile of 1,600 green buttons alone was worth 2,826 value units -—-
two piles —— one of green and one of red, 800 each, would be worth
4,000 value units. To emphasize this second point then, you
actually increase the value of your buttons by exchanging. In
addition, since big piles are of course better than small piles,
you'll even be better off if you can pick up a few buttons while
you are exchanging ~- that is, if you can get the others to give
you a few more in return than you have given them. Of course,

you may find this difficult to do as the others might not like

the idea. )

The table doesn't contain enough detail for you to make precise
calculations. It's rather intended to give you an idea of how
the buttons are valued. If you look through your screen you will
notice a letter printed on the inside of your own screen. This
is to identify you.

I'1l just run through the steps involved in the single opportun-
ity for exchange now, to give you a better idea of what you're
going to do during each opportunity for exchange.. Remember, you
are going to have a number of these opportunities for exchange.

First of all, you'll look through your screens to see what the
others have, or what their predominant colour is, and decide
whether you want to send an offer to.one of the others. Now, you
do not have to send an offer if you don't want to, 0.XK.?

So that if you decide that you want to send an offer, then you'd
£i1l out one of the forms in front of you, remembering one thing,
that you cannot send an offer of more than the limit that is
written on the card on the lower bar of your screen., While you
are not allowed to send an offer of more than 100 buttons, you
may request more than this from others, and should you be asked
for more than 100 buttons, you may agree to do so. You simply
cannot. initjiate, or begin by offering more than the 100 button
limit. You can of course ask for less than or up to the limit
from the person you send your offer to, and give less than or
more than the limit - in return. Once you've done this, fill out
the forms, count out the buttons, and put both the form and the
buttons in the bowl in front of you. When everyone has done this
who wants to, I deliver all the bowls to the people they are
addressed to -- that is, to the booth they are addressed to. It
is clear that while your bowl is around at someone else's booth,
either one or more bowls may come around to you. You can accept
one but only one. If you accept an offer, circle 'Accepted' on
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the form that came with the bowl. Any other offers that you re-
ceive and decide not to accept, circle 'Rejected' on the form that
came with them. When everyone has dome this, I'll ask those who
have circled 'Accepted' on an offer to take the buttons that

came with that offer, and to count up the buttons that they were
requested to give in return. Put these buttons in the bowl. I
will then return the bowls to their owners. And we will then be
ready to begin the next opportunity for exchange.

I would just like to be clear on one point: during each oppor-
"tunity for exchange, two things are happening. Somebody might
be accepting or rejecting an offer from you, and at the same
time you may be accepting an offer from someone else, or reject-—
ing offers. O0.K.?

Now, those people whose buttons are out in the open should leave
them there -- do not try to hide them, or haul them off behind
your screens. There is some yellow scratch paper in front of you,
if you want to keep track of how many buttons you have. The
numbers you are beginning with, that is, the size of your piles,
are written on a small card on the lower part of your screen.

The first part of the game will take more time than the second,
and you will have plenty of time to make all the exchanges you
want.

I'd like to ask you too, please not to cheat. Count out any
buttons you are offering accurately and observe the limits in
making your offers. 0.K.?

If you would just like to look through your screens now, decide
if you want to send an offer to any of the others.during the first
opportunity to exchange, we can begin.

Verbal addition, not included in tape:

You should note that some of you have large piles of buttons, and
some of you have very large piles. If you cannot see this, per-

haps if you lean out closer to your screens, you will get a bet-

ter view of the piles in front of the others' booth. Be careful

that you do not lean back and look around at the person on either
side of you.

Any further questions?"

End of Instructions.,
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Appendix II: Set A

Questionnaire given twice to subjects with visible resource piles, after
S's had made offers on Trial 1 and on Trial 2, but prior to delivery of

offers. -

Your letter

1. Who did you just make an offer to? G H I J K L M N (circle one)
red : ) red

2. What was the offer? buttons offered for buttons
green green

3. What are your reasons for the size of offer you made?

4. How likely do you think he is to accept your offer? (Circle the posi-
tion on the line below that shows how likely it is your offer will be

accepted)

/ / / ' / ' /
extremely quite 50-50 not very not at all
likely likely chance likely likely

What are your reasons for thinking this?

Do you think the person you made the offer to is more likely than any
of the others to accept your offer? Yes No (circle one)

If you said NO, who do you think is more likely to accept?

Why do you think this?

Questionnaire given twice to subjects with non-visible resource piles, after

S's had made offers on Trial 1 and on Trial 2: prior to delivery of offers.

Your letter

1. Who did you just make an offer to? G H I J K L M N (circle one)
- red red

2. What was the offer? buttons offered for buttons
green green
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3. What are your reasons for the size of offer you made?

4. How likely do you think he is to accept your offer? (Circle the posi-
tion on the line below that shows how likely it is your offer will be

accepted)

/ / ' / / /
extremely quite 50-50 not very not at all
likely ’ likely chance likely likely

What are your reasons for thinking this?

Do you think the person you made the offer to is more likely than any
of the others to accept your offer? Yes No (circle one)

If you said NO, who do you think is more likely to accept?
Why do you think this?
For those of you who have covers over your buttons: If you are given

the opportunity on the third trial to remove the covers from your
buttons, would you choose to do so? Yes No (circle one)

Questionnaire given to subjects with non-visible resources, after false
offers had been given to visibles, Trial 2.

1. Did you see any advantage or disadvantage (circle one) in having
covers over your buttons? What kind of advantage or disadvantage?

2. What do you think would be the long term effects of having covers on
your buttons, if you continued to play for several trials?

" Note: On the questionnaires given to subjects, there were no references
to identify the questionnaires as being for visibles only, or for
non-visibles only. Sufficient space was provided for replies.
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APPENDIX IIT
EXPERIMENTAL INSTRUCTIONS AND

QUESTIONNAIRES USED IN SET B

The instructions used for Set B were administered by means of a
cassette tape recorder, while subjects read a transcript of the tape.
Below is a copy of the transcript given to each subject in -Set B,

Thénks for turning up te take part in the experiment.

You are going to play a game called "Exchange and Build", and

as the name suggests, there will be two parts to it. The instruc-
tions I'1ll give you now will only be concerned with the first
part, and we'll forget about the second part until later.

" Exchange and Build is the sort of game in which some of you may
do better than others. You should try to do as well as you can.
At the end of the second part of the game, the four players who
have done the best will be declared the winners. While you may
find it a bit difficult to see how well you are doing during this
first part of the game, you will be able to see this more clearly
during the second part.

During this part of the game, you are going to be trading, or
exchanging buttons with one another, and the objects of the first
part is to build up the small pile of buttons in front of you,
without losing too many buttons from the large pile you have. In
other words, the object is to increase the number of buttons of
which you have the least at the moment, but not lose too many of
the colour of which you have the most.

Now, you'll need to do this because in the next part of the game
the two colours are used for completely different purposes. You
will need buttons of both colours, red and green, in the next
part; that is, both colours are valuable. You are all beginning
with some red and some green buttons. How many you have of.each
colour is written on a small card on the lower bar of your screen
(inside). :

As you can see, half of you have your buttons out where everyone
can see them, while half of you have covers over your buttons.
I'11l stop for a few seconds while you look through your screens.
The players out in the open have a sign on the outside top of
their screens, that shows you exactly how many red and how many
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~ green buttons they have. The covers have been placed on four
other booths so that you will not know how many buttons these
players have. I can tell you that none of these players has a
total wealth of 1,200 buttons. That is, one of them has the same
number of buttons as the players without covers —- some of them
have a larger total number of buttons (more than 1,200), and some
have a smaller total number (less than 1,200). You can, however,
tell which colour players with covers have most of, by the ticket
on the upper right hand corner of their booths -- for example, a
red ticket means that player has more red buttons than green ones.

If you'll look at the table on the side of your screen, you will
notice that there are two columns of figures there. The column

of figures on the left refers to different sized piles of buttons
of a given colour. The column of figures on the right tells you
how much these different sized piles of buttons of a given colour
will be worth in the next part of the game. So the column of fig-
ures on the left tells you how many buttons, and the column on the .
right indicates values. 0.K.?

Now if you look-closely at the figures in the columns, you will
notice that the figures on the left increase by 20 at a time —-

so they go 20, 40, 60, 80, and so on right up to 1,600. The
figures on the right, however, increase in big jumps to begin with,
and the jumps get smaller and smaller as you go from the bottom

to the top of this column.

Because the figures in the two columns increase in different ways,
the table tells us two very important things. The first thing it
tells you is that if you've already got a lot of buttons of a
given colour, 20 more would be worth less to you than if you only
had a few buttons of that given colour. Let me show you how this
works.

Say you had a pile of 1,080 green buttons. You can see that a

. pile of 1,080 green buttons would be worth 2,300 value units in
the next part of the game. Now, if you got 20 more buttons (green
ones), this would bring you up to 1,100, and a pile of 1,100 but-~
tons is worth 2,320; so that you would have gained 20 value units.
If you only had a pile of 200 green buttons to begin with though,
and you got 20 more, you'd find that 200 green buttons (what you
started with) is worth 1,000 value units in the next part of the
game, and a pile of 220, that is, the 200 plus 20 more, is worth
1,050. So the 20 extra in this case would be worth 50 value units.

Once again, the first point is that the more buttons you have of
a given colour, the less worth 20 extra would be. This is like
saying that $20 is worth less to a millionaire than, say, to a
person on welfare,



188

~

The second thing the table tells you is that if you have a lot

of buttons of one colour, and only a few of the other colour, you
will actually increase the total worth of your buttons every

time you exchange some of the buttons of which you have most, for-
some of the buttons of which you have the least.  Let me show you
how that works.

1f, say, you had 1,200 green buttons:. you find they are worth
2,420 value units in the next part of the game. 0.K.? And if
that was all you had, you decide to exchange some of the green
buttons for some of the red ones, so you might end up with perhaps,
600 green buttons, and 600 red ones. And you find that a pile

of 600 buttons would be worth -- well, have a look on your table
-- 1,730 value units. So your buttons would be worth 1,730 fory
the green pile, and 1,730 for.the red, so that the total worth of
your red and green buttons would be 3,460 value units. Whereas
the pile of 1,200 green buttons alone was worth 2,420, two piles,
one of green and one of red (600 each) would be worth 3,460.

To emphasize this second point then, you actually increase the
total worth of your buttons by exchanging. As I will explain in
a minute, there is nothing in the rules that says you have to
trade an equal number of buttons of one colour for an equal num-
_ber of the other colour. Depending on who you are trying to
trade with, you may choose to offer more, or less than you want
in return. .

I'11 just run through the steps involved in the single opportun-
ity for exchange now, to give you a better idea of what you are
going to be doing during each opportunity for exchange. You will
have just five of these opportunities —-- I'll repeat that —- five
opportunities, to make trades.

First of all, you'll look through your screens to remind your-— .
selves what others have, or what their predominant colour is, and
decide who you want to send an offer to. You do not have to send
an offer during each opportunity for exchange if you do not want
to. The letters printed at the top of your screens are to iden-
tify you. :

If you decide that you want to send an offer, then fill out one

of the forms in front of you, remembering one thing: you cannot

send an offer of more than the limit that is written on the card

on the lower bar of your screen.. This means that you can offer

anything up to but not over 100 at. a time. There is, however, no

limit on what you can_fgiVeQ";in return for an offer someone makes ‘XQ(UQ
to you. There is only a limit on how many you can offer at a time.
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Once you have decided what you want to do, f£ill out a form, count
out the buttons, and put both the form and the buttons in the
bowl in front of you. When everyone has done this who wants to,
I will deliver all the bowls to the players they are addressed

to -~ that is, to the booth they are addressed to. It is clear
that while your bowl is around at someone else's booth, either
one or more bowls can come around to you, or perhaps none will.

You can accept one but only one. Let me emphasize that —- if you
receive more than one offer at a time, you cannot accept them
all -~ you must choose one. If you accept an offer, circle

'Accepted' on the form that came with the bowl. Any other offers
_that you receive and decide not to accept, circle 'Rejected' on
the forms that came with them. There is also a place for you to
check a reason for rejecting an offer. This lets you tell the
person who sent the offer whether you would accept a better offer,
or whether you have decided not to deal with him. You may check
one of these reasons if you wish. Please do not write any other
messages on the forms. You may reject all the offers you get if
you choose to do so. If you happen to get an offer from the

same person you sent one to, remember that they are separate and
independent —- reply to the offer you received, and dor't worry
about the one you sent.

When everyone has checked their forms, I1'll ask those who have
circled "Accepted' on an offer to take the buttons that came with
that offer, and to count out the buttons that they were requested
to give in return. Put these buttons in the bowl. I will then
return the bowls to their owners. And we will then be ready to
begin the next opportunity for exchange.

This first part of the game will take more time than the second,
and you will have enough time to make up to five exchanges.

I'd like to ask you too, please not to cheat when you are counting
out the buttons, and to observe the limit of 100 on what you can
offer. '

If you would like to look through your screens now, decide if you
want to send an offer to any of the others during the first oppor-

tunity to exchange, we can begin.

End of instructions, Set B.
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Appendix IIIL: Set B

Questionnaire given to all subjects after they had made Trial 1 offers.

Questionnaire No. 1

Your letter

-1. Who did you just make an offer to? G H I J K L M N (circle one)
red ’ red

2. What was the offer? buttons offered for buttons

green - green

3. Did yOu offer to a person with a cover or without a cover on his

buttons? no cover cover (circle one)
4, Why did you choose the person you did? . .

5. What is the main reason for the size of offer that you made?

6. How likely do you think he is to accept your offer? (Circle the posi-
tion on the line below that shows how likely you feel it is that your
offer will be accepted)

/ / / / /
Extremely quite 50-50 not very not at all
likely likely chance .likely likely

What are your reasons for thinking this?

7. Do you know anyone else who would be more likely to accept your offer?
YES o " NO

If you said YES, who do you think is more likely to accept?

v

Why do you think this?

Questionnaire for subjects with visible resource piles, delivered after
replies to false offers on Trial 1 were collected,

Questionnaire No. 2: Visibles

Your letter

1. 1If you accepted an offer on the first trading opportunity: What was
your main reason for accepting the offer you did?
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If you rejected an offer(s) on the first opportunity, what was your
main reason for doing so?

There are probably advantages and disadvantages to having your buttons
out in the open. ’

What do you see to be the advantages?

What do you see to be the disadvantages?

If you are given a choice after the second exchange opportunity, of
having the covers removed from those players who have them, would you

choose to have this done? YES NO (circle one)

Why?

Questionnaire for subjects with non-visible piles, given after replies to.
false offers on Trial 1 were collected.

Questionnaire No. 2: Non-Visibles

Your letter

1.

If you accepted an offer on the first exchange opportunity: What is
the main reason for accepting the offer you did?

If you rejected an offer(s) on the first opportunity, what was your
main reason for doing so.

There are probably advantages and disadvantages to having covers over
your buttons,

What do you see to be the advantages?

What do you see to be the disadvantages?

If you are given a choice after the second exchange opportunity in this
game to remove the covers from your buttons, would you choose to do
so? YES ~ NO (circle one)

Why?

Note: On the questionnaires given to subjects, there were no references to

identify the questionnaires as being for visibles only, or for non-
visibles only. Sufficient space was provided for replies.



192

APPENDIX IV

PILOT WORK

The results and analysis of Set A indicated that changes in the paradigm
were necessary to eliminate the confounding of wealth and visibility, so
that the effects of visibility alone could be examined. It also seemed
desirable to ensure more consistent motivation in subjects concerning
advantageous exchanges. The variability in motives in Set A seemed at
least partly due to the complexity of the instructions, which were impor-
tant for the induction of scope conditions, assumptions and independent
variables., :

A first attempt to remedy the problems of Set A will be described briefly
in this Appendix. A second and more successful attempt was presented as
Set B.

The revision of the paradigm in this Pilot work unfortunately introduced
added factors tha made it an inadequate test for the theory. These factors
will be discussed in the context of the results. The data from the Pilot
study are given here because they were informative in terms of the limits
of the theory, and suggested further revisions that led to Set B.

Description of the Experiments

The same physical set up was used as in Set A. This time, instead of dif-~
ferent resource bases, all subjects had equal sized total resource bases
(1,200 buttons). The ratios of red to green varied across subjects, so
that their value positions on the two resources were not the same, as
shown in Figure A.6.

Note that the value positions of non-visibles were different from those of
visibles. If the non-visibles knew they were unlike any visible, it was
expected .they would also be uncertain about the numbers and ratios of red
and green possessed by other non-visibles. Their value positions on the

red and green buttons were set between those of the unbalanced and the bal-
anced visibles. If non-visibles did use their concealment to ‘'act like' the
visibles, they would havé a model, in the balanced visibles, of a fair offer
that asked for more buttons in return for less. In addition, the experi-
menter could compare offers of non-visibles with those of the balanced
visibles, to see if the concealed players acted 'as if' they were balanced
visibles. -

A value chart similar to that used in Set A was employed (see Appendix.I).
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Visible subjects had cards on the outside of their booths, showing the
exact amount of each colour in their possession; subjects were told that
the coloured tags on the non-visibles' booths indicated those persons' pre-
dominant colour, and that the non-visible players might have more, or less,
or the same, as visibles.

Instructions were tape recorded and subjects were given a transcript of
the tape to read as the tape was playing. The instructions were essen-
tially the same as in Set B.

In addition to the elimination of differences in total resource bases,
described above, the major differences of this Set from Set A were:

1) A time limit was imposed. Subjects were told they had only four oppor-
tunities (trials) on which to make trades, so that they would not feel
free to spend too much time 'exploring',(to reflect the fact that in
the 'real world', wasted initiations are costly). In fact, the time
limit gave subjects close to balance (balanced red visibles and balanced
green visibles) a game advantage.

2) The addition of a paragrﬁﬁh in the instructions that told subjects
that four winners would ‘be declared at the end of the second part of
the game, and these winners would be the four 'who had done best'.
These instructions were intended to increase the importance of outrank-
ing others, and to make the definition of the situation more uniform.

3) False offers were switched for the real ones after subjects had filled
out their first initiations on Trial 1. Only visibles received phoney
offers, in the following form:

—- each balanced visible received an offer of 100 for 100 from the other
balanced .-visible, and from a non-visible with the complemen-
tary resource. '

—— each unbalanced visible received an offer of 100 for 100 from the
.other unbalanced visible, and from a non-visible with the comple-
mentary resource,

Thus, each visible received two false offers that differed only in the
visibility of the sender.

4) While subjects were responding to these false offers, the experimenter
checked the word 'rejected' on all offers made on Trial 1. In addi-
tion, the phrase 'offer not good enough' was ticked on initiation forms
of the visible subjects, and the phrase 'don't want to deal with you'
was checked on the non-visibles' offers (see Appendix I, Figure A.3 for
an illustration of the initiation form). It was intended that non-
visibles should be encouraged to interpret their rejection as the re-
sult of their concealment, to see what behavioural adjustments they
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would make in later initiations, and to compare their reaction to such
a rejection with the reaction made by visibles. (A more informa-

tive procedure would have been to make some non-visibles believe they
were being rejected on the basis of concealment, and some because of
the types of offers they made.) After the responses to the phoney
offers were collected, the experimenter switched back to the real
offers, delivering rejection slips to all subjects. Players then made
a second initiation, which was delivered as addressed, the recipients
replied to them, and the replies were collected. The experiment then
ended with a debriefing.

During the experiment, three questionnaires were administered (see the end
of this Appendix), asking why. subjects chose a particular target, why they
accepted the offers they did, their perception of the advantages of con-
cealment and lack of concealment, and their preference for retaining covers
over the buttons. In retrospect, it seems that the written questions were
excessive, and interrupted the flow of the exchange transactions.

Results and Discussion of Results

The results for Hypothesis 1 were presented in the main text, and will not
be repeated. :

1. Tendency to make advantageous exchanges: Hypothesis 2.

As with Set B, it is first necessary to define what constituted a fair ex-
change in terms of value units. In this set, those subjects with highly
unbalanced resource piles gained more net value units in an exchange of k
for k buttons on the first one or two exchanges, because an addition to
their very small resource pile rapidly increased their marginal utility;
the marginal cost of a decrease in their large pile was relatively much
smaller than for players with more equal value positions on each resource.
The unbalanced players should therefore have been willing to give more for
less in the initial exchanges. For example, because the unbalanced green
profile was the most uneven, and the balanced red profile was most even,

a trade between these two would be fair only if the balanced red player
received many more buttons than did the unbalanced green player.

A fair exchange was, of course, only definable if the target person had
visible resource piles. In the table below, we will list the exchange rat-
ios (number of buttons asked per 100 in return)that would have led’ to
equality of profit in value units, and the obtained ratios for this set of
experiments. The difference between the two ratios is included to give an
indication of the size of deviatioms. : )



Table A.1 Fair Exchange Ratios and Average Exchange Ratios, for Initiations to Visibles
(Pilot Set, Trial 1) e
(Figures give number offered per 100 asked)!

Average Difference

Fair . Obtained (Obtained-
Initiator (n) Recipient Ratio Ratio Fair)
1. Visibles
Unbalanced Green 10 Unbalanced Red 125 92 -33
2 Balanced Red 200 103 - =97
Unbalanced Red 8 Unbalanced Green 80 78 -2
4 Balanced Green 125 _ 97 -28-
Balanced Green 7 Unbalanced Green 80 82 + 2
2 Balanced Red 105 105 0
Balanced Red 8 Unbalanced Green 50 74 ' +24
2 Balanced Green 95 83 ) -~12
2. Non-visibles
" Green 15 Unbaianced Red 85 87 + 2
5 Balanced Red 117 96 =21
" Red 14 Unbalanced Green 60 83 +23
' 7 Balanced Green 110 88 - ~22 -

96T
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While the subjects' offers did not uniformly meet the definition of fairness,
in terms of equal profit in value units for trading partners, neither were
they uniformly following a prominent rule of 'one button for one button' as
indicated in the deviations of the ratios from the ratio of 100/100. 1In

the case of the balanced visibles, in particular, the ratios of the num-

ber offered to number asked seems to reflect their lower marginal gain for

a given increment of buttons, (due to their more balanced resource piles).
The nearness of the unbalanced green visibles' ratios to .100/100 probably
reflects a reluctance to give up more than one gives away, given the game
urges them to 'do well'. In addition, such a result is not inconsistent
with studies of equity, indicating that people are less likely to restore an
exchange relationship to balance when Other should get more, and P must give
up rewards, than if P is the one who will benefit from equity. The unbalanced
visibles may have perceived that so generous an offer as two for one was not
necessary to ensure a transaction. Conversely, the balanced red visibles
undoubtedly realized they would be unlikely to obtain two for one from the
unbalanced green visibles. Their exchange ratio is lower than 100/100,
which seems to indicate a tendency for P to consider what O had when decid-
ing how much to offer and request in return. Initiations to the balanced
subjects showed a higher exchangé ratio (were more generous) than to most
others, indicating that other players recognized the 'right' of the balanced
players to demand more. (Both unbalanced visibles and other subjects men-
tioned in written comments that the unbalanced players were the most 'des-
perate'.) : :

In Table A.1l, the overall exchange ratios are ordered according to the order-
ing if all were 'fair': balanced visible < non-visible < unbalanced visible

(81 < 87 < 89).

However, it is also clear from Table A.l that non-visible subjects did not

try to ask for an advantageous exchange more than did the visibles. They

were expected to send offers that would lead the recipient to think they

were similar in resource profiles to the balanced visibles., Only the ratio

of offers to balanced visibles looks advantageous (less than the 'fair' ra-
tio), and this is probably due in part to the low frequency of any ratios grea-
ter than 1.0. The results do not ‘support Hypothesis 1. Possible reasons for
this will be discussed after the results for the other hypotheses have been
given.

It should be noted that while subjects seemed to pay attention to marginal
value of buttons in assessing the fairness of an exchange, there is a con-
founding of fairness in a single exchange, and in the entire game. Subjects
in the experiment, being all of equal total wealth, may have seen their ex-
changes in terms of the final outcome when everyone had balanced their piles
of buttons. Recall that balancing, or trading until a total resource base
of k units had k/2 red and k/2 green buttons (i.e., equal value positions

on each resource) would maximize the value of a fixed resource base. In
addition, an absolute increase in the size of the total resource base - (i.e.,
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making it more than 1200) also increased total utility, while a loss of but-
tons (leading to less than 1200) decreased total value units, Thus, to give
up more than one received reduced one's chance of being a 'winner' at the
end. Consequently, any offer asking for more than it offered could, in a
game sense, but not in a single exchange sense, be seen as an attempt at
advantageous exchange.

While this tension between a strategy appropriate for a single exchange and
for the entire game existed in all the sets, it was particularly acute in
this set, due to the small number of opportunities for exchange, the close-
ness of some subjects to balance, and the length of the experiment. (The
added time spent on the lengthy questionnaires may have made subjects per-
ceive it unlikely they would even have time for four trials.) The presence
of the balanced visibles focussed attention on the end-game, and probably
interfered with comparisons of profit.

2. Direction of Initiations: Hypothesis 4.

Hypothesis 4 predicts that more initiations will be directed to visible sub-
"jects than to non-visible subjects. The data relevant to the fourth hypo-
thesis are given in the table below. - .

Table A.2 Direction of Initiations on Trial 1, by Visibility of Initiator
and Target
(Pilot Set)

Initiator | Recipient Total
: " Visible Non-Visible

Visible 43 (.77) 13 (.23) 56

Non-visible 4l (.73) 15 (.27) 56

Total 84 (.75) 28 (.25) 112

receive equal proportions of offers. Binomial

it = 1.65, p = .05). Reject Hou

Hyt Visible and non-visible
test, one~tailed, Z = 5.1, ¢

. On the basis of these data, we may reject the null hyEothesis that non-
visibles are as likely as visibles to receive offers.™

The Trial 1 offers met with artificial but universal rejection, and by the
second Trial, the direction of offers changed dramatically. This result is
shown in Table~A.3 which gives the overall direction of initiations by visi-
bility.
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Table A,3 Direction of Initiations on Trial 2, by Visibility of Initiator
and Target
(Pilot Set)

Initiator Recipient Total
Visible Non-visible
Visible "’ 24 (.43) 31 (.57) ' 55%
Non-visible 21 (.37) 35 (.63) _56
 Total 45 (.40) 66 (.60) 111

* One balanced visible made no offer on Trial 2.

To test whether .60 is significantly greater than .50, binomial test gives
Z = 2.17,(_2crit = 1.96, p = .05, two tailed.)-

(Note: Strictly speaking, the events in Trial 2 are not independent of

those on Trial 1, and if one argues that initiations to visibles are affected
by the expectation of many offers going to visibles on the second as on

the past trial, then a binomial test is not justified here.)

More visibles changed to a non-visible after rejection than in Set A, but
this is probably partly due to the fact that the visible who had not been
initiated to on Trial 1 was usually the balanced visible, who was undesir-
able because of his game advantage. The change from Trial 1 to Trial 2 was
dramatic —- a drop of 357 in the initiations to visibles. The preference

for dealing with a player whose resources could be seen, seemed in large
degree to depend on the success of such initiations. In Set A, we noticed

a similar shift by the non-visibles away from visibles when they were re-
jected, while the visibles maintained a high level of initiations to visi-
bles, when the real offers had been delivered on Trial 1, and the majority

of acceptances went to visibles. Rejection, especially of a fair offer,
probably lowered the perceived probability of acceptance enough to make the
previously uncertain deal with a non-visible seem more desirable in this

Set. In the experimental context, arranging an exchange with a partner about
whom one has no information was preferred to no exchange at all. This is
consistent with the theory. The rapidity of the shift is somewhat surprising.

3. Acceptance of False Offers

Hypothesis 5 predicts that, all other things equal, subjects will prefer to
accept an offer from a visible, rather than an“offer from a non-visible.



© 200

The false initiations of 100 for 100 were delivered after subjects had made
their offers on Trial 1. Table A.4 shows that, unlike the results for

Sets A and B, there is not a strong preference for offers from visibles in
this case.

Table A.4 Acceptance of False Offers by Visibles, Trial 1
(Pilot Set N=56)

Accepts - Recipient

Offer From Unbalanced Visible Balanced Visible
Visible 15 (.53) 10 (.36)
Non-Visible 13 (.47) 15 (.53)
Neither 0 ' | 3 (.11)

The most frequently mentioned reasons for deliberately rejecting visibles
were that the balanced visibles wanted to hinder the progress of the other
balanced visible (6/15). Unbalanced visibles seemed less concerned with how
the person they accepted was doing, except that when unbalanced visibles
accepted visibles, then they referred to a preference for knowing how Other
was doing (6/15). Some unbalanced resource players also mentioned that they
did not accept the same person they had initiated to (usually a visible),
because they wanted to set up as many partners as they could -- that is, if
they offered to one and accepted another, they had two instead of one part—
nership to draw on for future exchanges.

The data for acceptance of false offers do not lead to an unambiguous inter-—
_pretation. The similar proportions of acceptances of visibles and non-visibles
may reflect indifference on the part of subjects; or it may indicate indivi-
dual differences in attitude to uncertainty. Subjects' comments never men-
tioned indifference, as they sometimes did in Set B. However, for the 26
visibles whose comments referred only to their own gain or benefit as the
reason for accepting one of the phoney offers, 19 had. accepted non-visibles.
Acceptance of a visible offer tended to be accompanied by more references

to Other's profit.

On Trial 2, acceptances favoured non-visibles, both because they made more
generous offers (these were not intercepted), and because subjects were un-
willing to accept subjects who had rejected them on Trial 1 (mainly visibles).
The average exchange ratio for non-visibles on Trial 2 was 105 (111 for of-
fers to visibles), compared with.a ratio of 87 for offers made by balanced
visibles, and 92 for those made by unbalanced visibles. By the beginning

of Trial 2, no. non-visible had either received an offer or had one accepted,
and the improved ratios probably showed an increased concern with getting
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into exchanges during the remaining three trials. Table A.5 shows the pat-
tern of acceptances on Trial 2, .

Table A.5 Relative Frequencies of Acceptance of Real Offers on Trial 2, by
Value Position and Visibility of Initiator and Target
(Pilot Set“ N = 111%)

Recipient
. " Unbalanced Balanced
Initiator . Visible _ Visible Non-Visible Total
Unbalanced Vis 4/8 1/4 ‘ 10/16 15/28 (.54)
Balanced Vis 2/9 1/3 7/15 10/27*%(.37)

Non~Visible 8/12 6/9 24/35 38/56 (.68)

* One balanced visible made no ocffer on Trial 2,

If these acceptances are compared with Trial 1 in Set A (which also ran
naturally), we see that the balanced visibles have about as large a propor-
tion of offers accepted as the non-visibles in Set A,

4, Discussion

Why did the changes in the paradigm produce results so different from those
of Sets A and B? Let us try to imagine how the players saw the game in this
set. Since all had equal resource bases (1200 buttons), subjects were bas-
ically all peers -- all comparable, with an equal 'right' and equal chance

at winning. However, two players, the balanced visibles, had been given a
head start in reaching the stated game goal of balanced resource piles. In
two respects, they were undesirable exchange partners: because their ini-
tial prices were high relative to what the unbalanced players could demand;
and because any trade they arranged would move them even further ahead of

the others. (Balanced visibles did in fact ask for more than they offered,
as shown in Table A.1l.) While there is nothing in principle wrong with
having some visibles who were relatively less desirable partners (see Hypo-
thesis 1), the position of the balanced visibles made them not second most
preferred, but least preferred, especially in light of the sorts of offers
they made. As a result, though the experimental design was intended to

make subjects differ only in the ambiguity of the information available

about them, the nearness of some players to balance tipped the assessment of
expected value of an exchange in favour of the non-visibles over the balanced
visibles, :
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Balanced visibles could, by trading at a fair rate in terms of value units,
quickly balance their resource piles, and finish with more than the other
players. With the small number of trading opportunities, the only way the
balanced visibles would not win was if no one traded with them. While un-
balanced and non-visible players could refuse to go along with the advanta-
geous (in a game sense) offers made by balanced visibles, and to make offers
to them that did not give them an increase in total reésources, this was to
some extent a violation of how they saw the social prices in the game. . An
even more effective strategy was to refuse.to initiate to or to accept from
a balanced visible at all. In addition, fellow balanced visibles seemed

to single each other out as the man to beat, and they competed not only by
rejecting each others' offers, but also by refusing to initiate to each
other. As a result, initiations to non-visibles increased, contrary to
prediction.

If trading continued for several trials, one would have expected that the
less advantaged players would trade until they were in a similar position
(value position) to the balanced visibles; only then would the original
balanced visibles be acceptable partners. At this point, the theory would
probably make better predictions, because then no one could see exactly
where the non-visibles stood, and would want to avoid trading with them.
Non-visibles might, at this stage, be avoided 1) to avoid unfair exchanges
(i.e., one would be aware that resource positions had been moving toward
balance, and be even more und¢ertain as to whether a non-visible was demand-
ing a fair price; and 2) to avoid situations in which a trade gives a non-
visible a further lead. The nearness of a visible to balancing could be
monitered, and even a generous offer refused if it seemed the initiator
might win as a result of the transaction.

But why did subjects not fear that the non-visibles were balanced to begin
with? The main cue was in the type of offer received from non-visibles:

—— Trial 1: a 100/100 offer (phoney) was pfobably not read by sub-
jects as indicative of a player with balanced resources, especially
if subjects compared it with offers they themselves had sent.

-— Trial 2: non-visibles actually did make the most generous offers
(average ratio of advantage was 105 overall, versus 92 for unbal-
anced visibles, and 87 for balanced visibles). ‘

Given the time limit, unbalanced visibles and non-visibles had to concern
themselves initially with 'getting going'; that is, they may have been more
concerned with the probability of acceptance, which was evidenced by their
more generous offers. This concern, and the tendency to focus on the bal-
anced S's as competition, drew attention away from comparison with others.
As a result, scope condition 4 may not have been met.
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The theory predicted that when the non-visibles were rejected because Other
'did not want to deal with them', they would want to reveal information about
their resources. Before they could get to thinking this, they received a
deluge of offers in reaction to the Trial 1 rejections, so that they had
fewer reasons to reveal information, especially since they perceived the
covers would hide their progress toward balancing.

Given equal total wealth, and caution on the part of the players, no stra-
tegy was likely to advance anyone very far ‘ahead of others in this game.

In fact, the situation was a vivid illustration of norms as a 'coalition of
actors', as Emerson argues.2 Fairness will be maintained because no one will
put up with the loss involved in yielding to an attempt to gain advantage,
as long as thére are alternatives available. While the theory argues along
these lines, the experiment failed to anticipate who would be perceived to
have the advantage.

In terms of the predictions made about attempts at advantageous exchange, it
is probably reasonable to say that the present theory is most applicable to
the initial phases of exchange interactions -- to the initial attempts made
at 1mpre551on management when P attempts to limit the range of alternatlve
responses open :£0 Other. The more accurate the information P has about o,
but not vice versa, the more P will believe he can have an effect on the def~
inition of the situation. As interaction continues, or if we 'cut in' on
interaction at a later stage (as it seems the Pilot set design does), the
real bargaining and power advantages, if they exist, will have become more
apparent, and have a greater effect on the course of interaction.

To summarize: The Pilot set was considered an inadequate test because: the
short time limit made players overly conscious of end-game effects. This
interfered with and operated in opposition-to a comparison of relative mar-—
ginal gain. Focus on the balanced visible as the man nearest winning may

- have led to a greater frequency of initiations to, and acceptance of, non-
visibles, as a strategy for thwarting the leader until he could be caught
up. It probably led the non-visibles to be more concerned with ensuring
transactions, as they could not risk missing transactions, with the balanced
visible nearing equalization of his resources. Thus, the opportunity to
choose between more and less uncertain alternatives with equal expected
utility was not provided adequately, and the predictions about preference
between such alternatives could not be properly tested.
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FOOTNOTES: APPENDIX IV

Ellsberg, and MacCrimmon found that only a minority of subjects seem to
prefer the less ambiguous alternative when rationality postulates indi-
cate they should be indifferent between a risky and an uncertain alter-
native, The proportion avoiding uncertalnty seems much larger in this
experiment, perhaps because the source of the uncertain information is
less reliable in the present study. See: D. Ellsberg, 'Risk, Ambiguity,
and the Savage Axioms', Quarterly Journal of Economics, 75, 1961, pp.
643-69; and K.R. MacCrimmon, 'Descriptive and Normative Implications of
the Decision-Theory Postulates', in K. Borch and J. Mossin, Editors,

Risk and Uncertainty, London: MacMillan, 1968.

R.M. Emerson, 'Exchange Theory: Part II', in J. Berger, M. Zelditch,
and B. Anderson, Editors, Sociological Theorles in Progress, Volume II,
Houghton-Mifflin, 1972, pp. 85-86.
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Appendix IV: Pilot Set

Questionnaire given to all subjects after they had made Trial 1 initiationms.

Questionnaire #1

Your letter

1. Who did you just make an offer to? G H I J K L M N (circle one)

. red ) red

2. What was the offer? buttons offered for buttons.
green . : green

3. What are your reasons for the size of offer that you made?

4, How likely do you think he is to accept your offer? (Circle the posi-

tion on the line below that shows how likely you feel“it is that your
offer will be accepted. :

/ / : / -/ ' /
extremely quite 50-50 not .very not at all
likely likely chance likely likely

What are your reasons for thinking this?

5. Do you think the person you made the offer to is more likely than any of
the others to accept your offer? Yes No (circle one)

If you said NO, who do you think is more likely to accept?
Why do you think this?

6. Did you try to see your offer from the other person's point of view?

Questionnaire given to visibles* after false offers were collected - Trial 1.

Questionnaire {2
Your letter

1. If you accepted an offer on the first opportunity: What was your main
reason for accepting the offer you did?
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There are probably advantages and disadvantages to having your buttons
out in the open.

What do you see to be the advantages?

What do you see to be the disadvantages?

If you could begin the game again, would you prefer a game in which
everyone had their buttons out in the open, or where everyone had covers
over their buttons? open covers

Why ?

Which players do you think have the best chance of doing well in this
part of the game? G H I J K L M N don't know

#Note: Questionnaire #2 for non-visibles was the same, except for one

extra question asking the non-visibles if they would choose to re-~
move their covers.

Questionnaire given to Visibles after reply to Trial 2 offers.

Questionnaire #3

Your letter

l.

If you accepted an offer on the second trading opportunity: What was
your main reason for accepting the offer you did?

Do you still see the same advantages in having your buttons out in the
open? YES NO

What other advantages do you see?

Do you see the same disadvantages still? YES - NO

What other disadvantages do you see?

1f, after the second exchange opportunity, you were given the choice of

having the covers removed from those players who have them, would you
choose to have this done? YES NO

Why?
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Questionnaire given to non-visibles after reply to Trial 2 offers.

Questionnaire #3

Your letter

1. If you accepted an offer on the second trading opportunity: What was
your main reason for accepting the offer you did?

2. Do you still see the same advantages in having covers over your but-
tons? YES NO

Do you see any other advantages? What are they?

Do you still see the same disadvantages in having covers?
YES NO

What other disadvantages do you see?

3. If you are given a choice after the second exchange opportynity in this
game to remove the covers from your buttons, would you chqoié to do so?

YES "~ NO

Why?

Note: On the questionnaires given to subjects, there were no references
to identify the questionnaires as being for visibles only, or .for non-
visibles only. Sufficient space was provided for replies.



;208

APPENDIX V
DATA REFERRED TO BUT NOT INCLUDED IN MAIN TEXT
Table A.6 Types of Offers by Resource Level and Visibility of Initiator,
Set A (reference: Hypothesis 1)
TRIAL I N = 112 for all resource levels

N for highs = 56

Asks same Asks more Asks less
Initiator as offers than offers than offers
High visibie 18 5 5
High NV _ C 14 8 6
Total 32 13 11

2 . 1.28 df = 2, n.s.

Collapsing first and.third categories (equal and less), for comparison with
offers asking more than is offered, Z for differences of proportions is .21,
n.s. '

N for lows = 56

Asks same Asks more Asks less
Initiator as offers than offers than offers
Low visible 14 8 6
Low NV 12 12 _4
Total 26 20 10

2 _1.35 df = 2, n.s.

Collapsing first and third categories for comparison with offers asking
more than is offered, test for difference of proportions, Z = 1.2, signi-
ficant at .11 level.



. Comments on Table A.6

As noted in Chapter 3, subjects did not know the exact size of the visibles'
resource bases, so could not precisely define a 'fair' exchange. Still,

we expect low resource persons to have offered less for a given return than
did highs. Because low non-visibles are entitled by virtue of a small re-
source base to ask for more buttons than they offered, it is of more inter-
est to Hypothesis 1 if the offers of the high non-visibles resembled most
those of the low visibles, or the high visibles. By modeling their offers
on what would be a fair transaction between a low and a high, the high non-
visibles could potentially gain much more than a high visible partner.

Although the results were in the predicted direction, fewer subjects made
advantageous offers than did subjects in W. Foddy's experiments, in which
all subjects were visibles. Because the results in Set B generally sup-
ported the theory, it seems likely that part of the failure of Hypothesis

1 is due to operationalization failure. More specifically, the uneven
effectiveness of the marginal utility manipulation, an inability to make
exact comparison of profits, and a variable desire to 'do better than others,
probably contributed to an incomplete fulfillment of the scope conditiomns,
making Set A an inadequate test for Hypothesis 2.
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Raw Data from Questionnaire Given after Subjects had Replied to
False Offers (See Appendix III Questionnaire 2 for Questions)
(Reference: Hypothesis 3)

SET BI - HIGH NON-VISIBLES' PERCEPTION
OF COVERS AFTER TRIAL 1.

I. ADVANTAGES (n = 27)*

* Note:

Subjects' comments:

- others can't see if I'11l give more for less

- can bluff and draw up a bid

- fool others into bidding higher

- others make better offers, can't see how likely
I am to accept

- bargaining power

- others can't see I'm rich and trying to get an
advantageous trade

- people take chance on you, don't ask too much

- no one knows how badly I want buttons

-~ keeps others guessing

- see visibles' weaknesses, hide my strength

- others can't see how badly I want to get rid
of red so I don't have to give up so much

~ I know more,easier to decide

- if other unsure, he may offer more than he asks,
I have the edge of uncertainty

-~ no one knows how many you have _

- see where visibles stand, they can't see me

~ mno one sees your hand, gain security

- no one sure I have more than 1,200

- no one sees my total - like to keep it secret

- others can't tell how large a surplus I'm main-
taining '

- no one can stop non-visibles from obtaining a
high score . ’

- others don't know actual numbers I have

~ others don't know my amounts

- others can't see me balance

~ no one can see how many chips I have

- others can't see what I have and will trade
as visibles balance

- others may try us if they think we have a lot

- people who are hard up will offer.

One subject gave no answer.
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Table A.7 (Continued)

II. DISADVANTAGES (n = 21)*

Subjects' Comments

- people like to make offers knowing relative
amounts of buttons

~ others are suspicious

— others are afraid to exchange

- others may not trade

- others reluctant to trade if they can't see

- not enough interest in trading with me

- may get fewer offers

- others more likely to deal with visibles

- others won't offer to covereds

- others unsure about trading with you

- others may be unwilling to offer

- others may be less willing to deal

- may get fewer offers due to uncertainty
with respect to what I'll accept

- can't see how far other covered ones will go
in trades '

- may get fooled by a non-visible

— can't see non-visibles

- non-visibles may have less than 1, 200 and won 't
be seen

- can't tell if offer will work if don t know
what opposition has

- can't make sure offers

- confusion over covert, undefined deals

— others can't see how much I want to trade.

* Note: 7 subjects gave no answer, or said ''mone"
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Table A.8 Raw Data from Questionnaire Given after Subjects had Replied to
False Offers (See Appendix III Questionnaire 2, for Questions)
(Reference: Hypothesis 3)

SET BIT - LOW NON-VISIBLES' PERCEPTION
OF COVERS AFTER TRIAL 1

I. ADVANTAGES (n = 24)%

Subjects' Comments

- others will offer better deals if they can't see me

- others can't see what I gain, and they may be curious

- no one knows what would be fair to get from me

- no one knows how desperate you are

- visible players may lose in speculation with ones
they can't see

.=~ can see what visible players will trade, they
can't see me

- people can't see how you profit each round

— others think you are anxious to trade

- mno one is sure about me

~ others don't know what buttons are worth to me

- others can't tell my vulnerability

—~ others may make better offers

- no one sees what I have, so will make better offers

-~ see how others do; they don't know my rank

- others can't see how I do; don't know my wealth

- people can't see how much I have

- no one knows my position

- no one knows how close you are to them

— others can't see how you're doing

~ others can't see how I've traded; I like to be
independent of others' knowledge

- no one knows my true position, I can gain in
secrecy

- others can't see if I balance

- people may trade if competing with visibles

- get more offers, can pick and choose.

* Note: 4 subjects gave no answer, or said 'nmone".
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Table A.8 (Continued)

DISADVANTAGES (n = 20)%*

Note:

Subjects' Comments

- others reluctant to deal

~ others may think I'm doing too well

— others don't know what to ask and offer

~ others may not deal; visibles have more choice

- uncertainty

- others scared to deal with me

- people reluctant to deal

- others may think I'm doing too well - no 6ffers

— others less likely to deal with covered person

- others may suspect I'm a threat

- others unwilling to deal

- get fewer offers

— don't know how covered players are doing

- can't see bargaining power of non-visible

- I can't see how covered players are doing

~ unsure about hidden players

- can't see what hidden players have and so I
must be aggressive

- can't tell what invisible ones have

- dif you have less than 1,200, have nothing to
hide —- people think I'm cheap, not poor

- others may feel I'm not anxious to trade.

8 subjects gave no answer, or said "none".
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Table A.9 Raw Data from Questionnaire Given after Subjects had Replied to
Offers (See Appendix IIT, Questionnaire 2, for Questions)
(Reference: Hypothe51s 3)

SET B (I AND II): VISIBLES' PERCEPTION OF
HAVING NO COVERS AFTER TRIAL 1

I. ADVANTAGES (n = 52)%

Subjects' Comments

~ get more offers if known

- people trade more willingly

~ more likely to get offers

- everyone will deal

— people more likely to trade

- should get more offers '

- others see what you have and may be more willing
to trade

- others trade if they know where you stand

- wvisual enticement to trade

- others willing to offer if they see me

- others are freer to deal with me

- get offers

- people will trade

- more people will trade with uncovered ones

- people prefer known partners, afraid of covers

- get more offers

- others trade, see I'm willing

- more offers

— others more willing to trade

~ get more offers

- people more w1111ng to trade if they see what you
have

- others are likely to offer

- others trade if they can see how I compare

- others will trade

- others prefer visibles

~ others can see what to offer

-~ others know how much to-ask for

- get more reasonable offers :

- others have an idea of what is a mutually
beneficial offer :

- others see what you have to trade

- others know there is no risk in dealing with open
ones -- prefer an open market
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I. ADVANTAGES (Continued)

Subjects'
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Comments

- others
-+ others
- others
- others
- others
- people
- people
- others
- people

can tell what to offer

know what to ask

see my ratios

see I'm a potential partner

will trade as know what I'm doing

know what to offer

see what you have to trade :
know my position, can assess mutual gain
know what trades 1'll make

- I can see who is likely to trade

- 1if you

watch, can see how other visibles have traded

- see what others in the open value, and when trade more
profitable

- see trading possibilities and who needs buttons most

~ offer from a position of knowledge; can be more calcu-

lating

- know who to offer to in the open

- can see what others have

- can see how visible players do

— can see who will mutually benefit

- see open ones'need for buttons

- can see who is likely . to trade

- can see who is in same position as I

* Note: 4 subjects gave no answer, or said 'none".

IT. DISADVANTAGES (n = 49)%*

Subjects'

Comments

- others
- others
— others
- others
- others

see my need, what I'll accept

will reject me, thinking I'll pay more
know what I'm doing and thinking

see how badly I need a colour

see how much I have of everything

~ partners know what they can expect
- everyone knows what you have
—~ shows my wealth so I can't bid
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Table A.9 (Continued)

II. DISADVANTAGES (Continued)

Subjects' Comments

~ others see what kind of deal I'll make

- covered ones can take advantage of me

- everyone sees what I need, no secrecy

- hidden ones can press visibles into a poor deal
- covered players can be more calculating

- others will ask too much and I'll accept
C - can'tlconéeal a trading advantage

- others know I have lots, can afford to pay

- others may get more than they offer

- others can adjust their bids if they see me

- can't bluff, have to trade even

— others know what I have

- covered players know more

- others ask too much

- others kiiow how likely I am to trade

- hidden others can take advantage of my blindness
"=~ can't make advantageous trade - others will refuse
- others try to take advantage of my need

- others see my need, offer less

- others know what I'1ll accept and take advantage
- others may exploit you

- other people know what you have

-~ others can see my rank and limit my chances

- can't see where the competition stands

— others see where I stand

- others won't deal as I balance

- fewer offers as I balance

- people see when I balance

~ others see how you are doing

~ others can block you if they see you do well

- covered players can keep open ones from winning
- others see my rank - unwilling to lower their position
- others know when to stop trading with you

- hidden ones can see to compete with me

- others avoid you as you balance

- competition can see you

- others see my success and try to hinder it

- mno sense of mystery

- unknown is Interesting

- no guesswork

* Note: 7 subjects gave no answer, or said '"none'.
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Table A.10 Set A - Perceived Probability That Trial 1 Offer will be Accepted
Reference: Hypothesis 3)

N = 112
Initiator
Visible Non-Visible

Probability of advantageous * advantageous
Acceptance all offers offers only all offers offers only
Extremely

likely 11 3 12 : 3l
Quite likely 31 ' 4 27 6
50-50 chance 12 6 12 8
Not very likely 2 0 4 3
Not al all

likely 0 0 1 0

For initiations asking for more than is offered, the modal category for
both visibles and non-visiblés is '50-50 chance'; the mode is one step
higher over all offers. It would seem, then, that non-visibles are not
more likely to anticipate-a low probability of acceptance on the first
trial, as predicted. The non-visibles have a slightly more pessimistic
view about the possible success of an offer that asks more than it offers,
but they make more of these offers, and when they ask for more, they tend
to'ask for a greater number more than do visibles.. '
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Table A.1l Written Reasons Given by High Non-Visibles, Set BI, for Initia-
tions to Visibles and Non-Visibles (See Questionnaire 1, Ques-
tion 4, Appendix III)
(Reference: Hypothesis 4)

I. High non-visibles' reasons for initiating to visible other (n = 12)

- can see his relative amounts of red and green

- his lot is uncovered - any visible would do

- felt no one else would choose him

- he will be willing to deal cheaply

~ he wants red - can see what he will consider reasonable
~ he will probably accept

— he has surplus of what I need - it benefits both
- he has excess - don't want to deal with covered
- he will be willing to trade

- prefer visible partner

- know he wants to trade some

— he has excess of red

II. Reasons for initiating to a non-visible other (n = 16)

- covered ones won't get so many offers so will accept mine
- he won't get offers but he can see what's going on

- might get a partner - he may deal

- he won't get bids so he is likely to accept

- he may have more than 1,200 and be willing to trade

~ gamble: he may have more than visibles do

— felt he wouldn't get another offer

- everyone else will offer to a person in the open

- guessing what he has, and he will give me lots

- straight across from me

- feel he will get fewer offers

- chance he has more than 1,200 and will be receptive

- he has a red tag

- we each have what the other needs

- won't be on the defensive and will be willing to trade
‘= he has excess of red
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Table A.12 Written Reasons Given by Low Non-Visibles, Set BII, for Initia-
tions to Visibles and Non-Visibles (See Questlonnalre 1, Ques-
tion 3, Appendix III)
(Reference' Hypothesis 4)

I. Low non-visibles' reasons for initiating to visible other (n = 193

- he has a lot, is likely to accept

- he has a surplus, may accept uneven offer

-~ I know he has red and how much

~ don't want to deal with covered

-~ open ones probably have more than covered; he doesn t know what
is fair :

- I can see how he gains, he has more

- no answer

- prefer to deal with visibles, he has lots; won't deal with covered

- can see his excess

- only one I can clearly see the wealth of v

- prefer to deal with open one - can see how he's doing

— he has lots, and prefer to deal with visible

- he can afford it

- can't see how covered one does - impulse

- can tell what he has

— he has a lot; unsure what invisibles have

~ he won't get many offers

- prefer to deal with person in the open

- less risk, and he has an excess

IT. Low non-visibles' reasons for initiating to non-visible (n = 9)

- feeling him out

~ he may have the same as me and be willing to trade

- he won't get offers, will trade

- taking a chance he has a large number

- directly across, in same spot as I am

- testing to see if he is one of the players with a lot

- he may have more than the visibles and be willing to trade
=~ he will get few offers; high chance of accepting

- hoping no one else will offer to him
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Table A.13’ Written Reasons Given by Visible Subjects, Set BI, for Initia-

tions to Visibles and Non-Visibles (See Ouestionnaire 1, Ques-
tion 4, Appendix IITI)
(Reference: Hypothesis 4)

Visibles' reasons for initiating to visible other (i = 19)

he has lots of green

complementary piles,; know what to offer

we have what each other needs

he has a lot of wht I want

we have what each other needs

he has a large number of green

he will gain as much as me; likely to accept
prefer open one - covered players may do too well
we both benefit; he has surplus '

he has what I want

no risk; complementary profiles

he has an excess of what I need

large number of exposed buttons

we have what each other wants; prefer to act from knowledge
his numbers of buttons was known

closest to me, and visual enticement

he has a surplus and will part with some

he has red, needs green, will accept
complementary piles

Visibles' reasons for initiating to non-visible other (n = 9)

he may have too many

covered ones won't get offers, very likely to accept
he has an excess, and we both gain

can take a chance on first round

to see if he has more than 1,100

he will get few offers

see what he has; if he refuses, he has less

felt others would not offer to a non-visible

he has mostly green, likely to accept
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Table A.14 Written Reasons Given by Visibles, Set BII, for Initiations

to Visibles and Non-Visibles (See Questionnaire 1, Question 4,
Appendix III)
(Reference: Hypothesis 4)

Visibles' reasons for initiating to visible other (n = 20)

he has excess and will trade

he has less of what I have

his position is like mine -~ I can see what will appeal to him
could see his buttons

see what he has, know how he benefits

he needs what I have

no risk - can see what he has

can see .he has excess

certain of his amount - probability of acceptance high

most visible to me; he has a lot

prefer ones in open; mutually beneficial

deal benefits us both

visibles are more likely to trade

same profile as me

he gains same as I do; will accept

same profile as me

I know what he has and vice versa

I like him, and he has green

less risk; he needs red and will accept

ones in the open will trade together; don't like coveréd omes

Visibles' reasons for initiating to non-visible other (n = 8)

find out how even his piles are

find out his p051t10n, see what he is llke

covered ones won't get offers, will accept

taking chance; likely to be accepted

he is likely to accept

too much competition for visibles; see if covered one is good
trader

he may have a large number

he may have more than visibles.



APPENDIX VI

RAW DATA

Initiations -and Transactions

I. Set A.

Key to notation: hrv:
hgv:
lrv:
lgv:

‘ s 222:

Highh red visible (1,600 red, 30 green)
High green visible (1,600 green, 30 red)
Low red visible (800 red, 30 green)

Low green visible (800 green, 30 red)

Corresponding non-visibles are denoted by hrnv, hgnv,

lrnv, lgnv

Example lhgv-lrnv100gl20%% = In expefiment 1, the high
green visible made an offer of 100 green buttons
for 120 red buttons which was rejected.

A. SET A:

lhrv-hgv102r100ga
lhgv-hrv100g100raq
11rv-1gnv100r100ga
11gv-1rnv100gl50ra
lhrnv-hgv80rll0gr
lhgnv-1rnvl00gl00rr
1llrnv-hgv100r100gr
11lgnv-hrv70g90rr

3hrv-1gv50r50ga
3hgv-hrv100gl00rr
31rv-1gnv100rl20gr
31gv-hrv100gl00ra
3hrnv-1gnv99r99ga
3hgnv-1rv100g90ra
31lrnv-1gnv50r50gr
31gnv-hrv100gl00rr

S5hrv-hgv60r100gr
S5hgv-hrv100gl10rr
51rv-hgv100r99ga
51gv~hrv60gl00rr
S5hrnv~hgv80r80gr
5hgnv-1rnv100g100ra
51rnv-1gnv100rl25gr
51gnv-hrv100gl00ra -

2hrv

FIRST EXCHANGE OPPORTUNITY (TRIAL 1)

2hrv-hgv90r90ga
2hgv-hrv100g1l00ra
21rv-~1gv100r100ga
21gv-1rv50g60rr
2hrnv-1gnv100r100ga
2hgnv-hrv100g200tt
21rnv-1gv60r60gr
21gnv-1rv90g65rr

4hrv-1gv100r100ga
thgv-hrnv25g30ra
41rv-hgnv75r65ga
41gv-hrv100g90ra
4hrnv-hgv100r75ga
4hgnv-hrv100g780rr
41rnv-hgv50r70gr
41egnv-hrv100g200rr

6hrv-1gnv20rl5ga
61lhgv-1rnv100gl00rr
61lrv-1gv90r100ga
61gv-1rv100g100rr
6hrnv-hgv100r100ga
6hgnv-1rnv100g98ra
61rnv-hgv100rl00gr
61lgnv-1rv100g100ra



7hrv-hgv100rl00gr
7hgv-hrnv7/0g60ra
71rv-hgv90r100ga
71gv-hrv100g100ra
7hrnv-hgv100rl00gr
7hgnv-hrv100g100rr
71lrnv-1lgnv75r75ga
71gnv-hrv50g60rr

9hrv-hgv100r95ga
9higv-hrnv100g100ra
91rv-hgv100r100gr
91gv-hrv30g20rr
9hrnv-hgv60r70gr
9hgnv-hrv80855ra
91rnv-1gnvi00r100ga
91gnv-hrv80g60rr

11hrv-1gnv100r100ga
11hgv~hrv100gl00ra
111rv~hgv100r1l00ga
111gv-hrnv40g20ra
1lhrnv-hgv60r100gr
1lhgnv-hrnv100g80rr
111lrnv-hgv100r150gr
111gnv-hrv100g75rr

13hrv-1gnv60r60ga
13hgv-hrv100gl00ra
131rv-hgv50r75gr
131gv-hrv100gl00rx
13hrav-1gv50r50ga
13hgnv-hrvl00g150rr
131rnv-hgv100r100ga
131gnv-hrv100g200rr

023

8hrv-hgv60r60ga
8hgv-1rv100gl00rr
8lrv-1gv50r50ga
81gv-hrv100gl50ra
8hrnv-1gv50r100gr
8hgnv-hrv60g60rr
81rnv-hgnv80r70ga
81lgnv-hrnv100gl00ra

10hrv-hgv75r50ga
10hgv-hrv100g100ra
101rv-hgv100r100gr
101gv~1rv100g100ra
10hrnv-1gnv100r100ga
10hgnv~-hrv100gl00rr
101rnv-hgv50r50gr
101gnv-hrnv100gl25ra

thrV—thlOOélOOgr
12hgv~hrv100g200rr
121rv-1gnv100r1l00ga

'121gv-1rv100gl00ra

12hrnv-hgv100r100gr
12hgnv-1rnv100g80ra
121rnv-hgv100r150ga
121gnv-hrv20g30ra

14hrv~hgv50r100gr
14hgv-hrvi00g100ra
141rv-1gv100r100ga
141gv-hrnv100g95ra
14hrnv-1gnv100r100ga
14hgnv-hrv100gl10rr
141rnv-hgnv1004100ga
141gnv~1rnv90g100ra



B. SET A:

(Note:
with false offers; therefore, the data have no entry for
cepted' o :

SECOND hiCHAhCE ODPORTUFITY (TRIAL 2)

'rejected'.)

1hrv—1gv90r90g
lhgv~hrnv102g100r
11rv-hgv50r100g
11gv-hrnvl100g150r
1hrnv-hgnv1l00r100g
lhgnv-hrnv100gl19r
llrnv-1gnv50r75g
1lgnv-1rnv60g60r

3hrv-hgv90rlQ0g
3hgv-1rv100g80r
31rv-1gv100r100g
31gv-1rv100gl00r
3hrnv-1gnv90r99g
3hgnv-hrv80g80r
31rnv-hgv50r50g
31gnv-hrnv100g100T"

5hrv-1gnv70r80g
Shgv-hrv100g98r
51rv-1gv100r99g
51gv-~hrnv80gl00r
5hrnv-1gnv100r100g
S5hgnv-1rnv100gl00r
51rnv-hgnv100r100g
51gnv-hrv100gl00r

7hrv-1gv100r100g
7hgv-1rv90gl00r
71rv-hgnv90r100g
71gv-hrv100g95r
7hrnv-hgnv100ri00g
7hgnv-1rv100g100T
71rnv-1gv100r100g
7lgnv-1xv/5g75r

9hrv—lgv100r9og

- 9hgv-1rv100g95r

91rv-1gv100rl00g
91gv-hrv100gll0r
9hrnv-1gv70r70g ,
9hgnv-1rnv100g100r
91rnv-1gnv100r100g
91gnv-1rnv100g100x

2hrv-1gv100r100g -
2hgv-hrv100gl00r
21rv-hgv90r100g
21gv-hrv90gl00r -
2hrnv-hgnv1i00r100g
2hgnv-hrav100g200r
21rnv-hgv100r100g
21gnv-hrnv100gl00r

4hrv~hgv100rll0g

4hgv-1rnv75g100r

41rv-hgv50r60g
41gv-1rv100g100r .

" 4hrnv-1gv100r90g .

4hgnv-1rnv100gl00r
41rnv-1gnv50r70g
4hgnv-hrv100g200r

6hrv-hgv45r45Sg
6hgv-hrnv100gl00r
61rv-hgv50r70g
61gv~-hrnvl100gl00r
6hrnv-hgv100r100g
6hgnv-hrv100g98r
61lrnv-1gv100r98g
61lgnv-hrv100gl25r

8hrv-1gv100r110g

8hgv-hrv100gl00r
81rv-hgv100r150g
81gv-1rnv50g60r

-8hrnv-hgv80rl100g

8hgnvlrv100g90r -
81lrnv-hgvl100r80g
8lgnv- lrnleOglOOr

thrv—hgleOrlOOg.
10hgv-11v100g1061"
101rv~1gv100r100g
101gv-hrv100g100rx
10hrnv-1rv100r200g

10hgnv—lrnVLOOglOOn

101rnv—hgnv100r90g
lOnglernleOgISOr

t

Inltlatlons from Trial 2 were intercepted and replaced

ac-



11hrv-1gv100r100g
11hgv=hrnv100gl00r
111rv-hgv100r100g
111gv-hrv40g30r
11hrnv-1gv50r100g
1lhgnv-hrv100g300r
111rnv-hgnvl100r100g
111gnv-hrnv100gl00r

13hrv-1gv60r60g ..

13hgv-hrv100gl00%,

131rv-hgnv100r100g
131gv-hrnv100gl00r
13hrnv-hgnv100rl00g
13hgnv-hrnv100gl30x
131lrnv——mm——r———————
131gnv~hrv100gl10r

12hrv-hgnv60r50g
12hgv-1rnv100gl00r
121rv-hgv100r100g
121gv-hrv50g50r
12hrnv-hgnv100r80g
12hgnv-1rv80g90r
12hrnv-hgnv100r150g
121gnv-1rv40g50r

14hrv-1gnv50r75¢g
1l4hgv-1rv65g50r
141rv~-hgv100r150g
141gv-hrv100g95r
1l4hrnv-hgv100r100g
1l4hgnv-1rnv100gl00r
141rnv-hgnv100r100g
141gnv-hrv80gl00r

#1225
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- IL. Set B. Initiations on First Exchange Opportunity (Trialil)

Key to notation: rv: Red visible 1
gv: Green visible 1

hrnv: High red non~visible 1 ) Set BI
hgnv: High green non-visible 1 )
lrnv: Low red non-visible 1 ) Set BII

lgnv: Low green non-visible 1 )

As there were two identical subjects in each
experiment, thev will be differentiated in the
following manner:

rvl

rv2

etc.

First digit in entry refers to number of experi-
ment, 1-14. '

Note: The initationsnon Trial 1 from high non-visibles
in Set BI, and from all subjects in Set BII were
intercepted, and false offers substituted. There-
fore, there is no entry for 'Aceepted' or 'Rejected',
except for visibles in Set BI, who receivéd real
offers." '

Example: lhrnvl-gvl 100rll0ga: -

. In Experiment I, one of the high red non-visibles
made an offer of 100 red in return for 110 green
to one of the green visibles, and this offer was
accepted (visibles in Set BI received real offers).

A. SET BI: FIRST EXCHANGE OPPORTUNITY

1lrvl-gv150r100gr . 2rvl-gv150r50ga
1gvl-rv2100gl00ra ‘ 2gv1-rv240gl00rr
lrv2-hgnv210r20g 2rv2-gv1100r100gr
1gv2-rv1100g100ra ' 2gv2-hrnv250g50r
lhrnvl-gv2100r100ga 2hrnvl-hgnv2100r60g
lhgnvl-rv1100g200rr " 2hgnvl~rv1100g300rr
lhrnv2-hgnv1100r100g 2hrnv2-hgnv1100r100g

lhgnv2-rv270g100rr ‘ 2hgnv2-rv175g100ra



3rvl-gvl1100r100ga
3gvl-rv1100gl00ra
3rv2-hgnv1100r100g
3gv2-hrnv2100gl75r
3hrnvl-hgnvl75r80g
3hgnvl-hrnv1100gl00r
3hrnv2-gvl150r100ga
3hgnv2-hrnv2100gll10r

5rvl-hgnv150r100g
5gvl-hrnvl130g30r
5rv2-gv2100r100ga
5gv2-rv2100g100ra
Shrnvl-hgnv1100r300¢g
Shgnvl-hrnv1100g75r
S5hrnv2-hgnv2100r1Q00g
S5hgnv2-hrnv2100g120r

7rv1-9v2100r100gr
7gvl-rv1100gl00rr
7rv2-hgnv250r50g
7gv2-rv1100g1l00ra
7hrnvl-rv2100rl125gxr.
7hgnvl-hrnv150g50r
7hrnv2-gv2100r80ga
7hgnv2-rv250g75ra

* Sent to wrong codlour.

4rvl-gv1100r100gr
4gvl-rv180g75ra
4rv2-hgnv1100r95gs=
4gv2-rv2100gl25ra
4hrnvl-hgnv2100r120g
4hgnvl-rv1100g100rr
4hrnv2-gv150r75gr
4hegnv2-h4nv1100g100r

6rvl-gv2100r100ga
6gvl-rv1140gl40ra
6rv2-hgnv1100r90g
6gv2-rv2100g120rr
6hrnvl-gv2100ri00gr
6hgnvl-hrnv250g50r
6hrnv2-hgnv2100r90g

6hgnv2~hrnv150g50r
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B. SET BII: FIRST EXCHANGE OPPORTUNITY (No real offers delivered)

8rvl~1gnvl190r90g
8gvl~rv1100g200r
8rv2-1gnv2100rl00g
8gv2-rv250g20r
8lrnvl-gv1100r100g
81gnvl-rv1100g150r
81lrnv2+-gv2100rl100g
81gnv2-rv1100g100r

10rvl-1gnv1100r75g
10gvl~rv180g80r
10rv2-gv2100r100g
10gv2-rv1100g150r
101rnvl-gv160rl100g
101gnvl-1rnv1100gl100r
101rnv2-gv2100rl00g
101gnv2-1rnv1100g180r

12rv1-1gnv280r110g
12gvl1-rv1100g75T
12rv2-gv1100r200g
12gv2-rv2100gl00r
121rnvl-1gnv2100r100g
121gnvl1-rv1100gl00r
121rnv2-gv1100rl00g
121gnv2-rv280g100T

1l4rvl-gv2100r200g
1l4gvl-1rnv1100g100r
14rv2-gv250r60g
14gv2-rv1100g100Tr
141rnvl-gv2100r100g
141gnvl-rv280g70r
1l41lrnv2-gv190r90g
141gnvl1-1rnv1100g100r

9rvl-gv2100r180¢g
9gv1-1rnv1100gl00r
9rv2-1gnv2100r80g
9gv2-1rnv2100g100r
91rnvl-gv1100r200g
91gnvl-rv1100gl100r
91rnv2-~1gnv180r75g
91gnv2-1rnv2100gl00r

11rvl-gv2100r100g

~ 11gv1-rv280g60r

11rv2-gv1100r100g
11gv2~rv1100gl00r

‘111rnvl-gv1100r300g

111gnvl-1rnv2100g100r.
111rnv2-1gnv250r70g
111gnv2-rv2100g125r

13rvl-gv1100r100g
13gvl-rv160g60r
13rv2-gv2100r100g
13gv2-rv2110g100r
131rnvl-gv1100r100g
131gnvl-rv2100g100r
131rnv2-1gnv2100rll0g
131gnv2-rv2100g250r



