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Abstract

Periodic rotation of staff in public administration may lead to lower corruption, as it
disrupts long-term relationships between public officials and potential bribers. This paper
proposes an experimental design that tests the anti-corruption effect of staff rotation in sit-
uations where public officials have committed to reciprocating bribes. We find that staff
rotation does not influence the proportion of firms offering bribes but does reduce the share
of bribe acceptance and inefficient decisions owing to bribery. The outcome of the staff-
rotation treatment, in which firms offered bribes even though they were rarely accepted by

officials, is consistent with the game having a quantal response equilibrium.
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1 Introduction

Corruption and especially bribery is a prevelent issue in any country it the world. As the Interna-
tionally Monetary Fund estimates, the costs of corruption are equivalent to 2 percent of the global
GDP (Gaspar and Hagan).

This paper studies staff rotation - a periodical rotation in work positions of public employees
to break long-term corrupt relationships between public officials and potential bribers and, as
a consequence, reduce corruption. We replicate original bribery study by Abbink (2004). Abbink
models situations where a firm bribes a public official in order to manipulate a decision in its
favor. The timing of the game is as follows: (i) the briber(the firm) decides whether to offer
a bribe. If the bribe is offered, the official can accept or reject it. (ii) The public official chooses
an honest or a manipulated option.

Abbink models the staff rotation as a one-shot game where the briber and the public offi-
cials are paired for only one period. In this treatment, the official maximizes her pay-off by
accepting the bribe offered by the firm while simultaneously choosing the “honest” option that
is not manipulated in favor of the firm. Since the official would choose the honest option even
if no bribe is offered, the best response of the firm is not to offer any bribes. On the other hand,
the situation without staff rotation is modeled as a repeated interaction between the same firms
and government officials. Here, it makes sense for the official to choose the manipulated version
in order to motivate the firm to keep offering bribes in future. This theoretical intuition is con-
firmed by the Abbink’s experiment that finds that staff rotation reduces both the levels of bribes
and the frequency of manipulated decisions.

These findings rest on the assumption that the official can accept the bribe and simultaneously
choose the honest option. However, in situations where the decision makers receive the bribe only
if they reciprocate by choosing the manipulated option, Abbink’s framework cannot be used
as a rationale for implementing staff rotation. This includes all situations in which the bribe,
or a significant part of it, is handed over only after the official provides the corrupt service.
Similarly, if the officials deal with the same firm several times before they rotate to different

positions, a significant part of the bribes from the repeated interaction can be expected to arrive



after the first choice between the honest and manipulated option. Hence, the total amount of
bribes is not independent of whether the official reciprocates. In addition, many of the corrupt
services are provided directly against a bribe payment; thus, it is difficult for the official not to
provide the service.

This paper concentrates on the efficiency of staff rotation in situations where public officials
are committed to reciprocate the bribe. In our design, the official may accept, return, or report
the bribe. If the bribe is accepted, the official automatically choose the manipulated option. On
the other hand, returning or reporting the bribe automatically leads to the honest option. As in
Abbink (2004), each firm interacts with a different official in every period in the staff-rotation
treatment, while the matched option remains the same in all periods in the control treatment.

The results of our experiment are influenced by two important features of the payoft struc-
ture. First, to motivate officials to select the honest option, we set their payoff if they report
the bribe above the payoff if they accept the bribe. This means that the official receives a reward
for reporting, which is always higher than the bribe. While the experimental subjects were moti-
vated exclusively by monetary payoffs, it is difficult to imagine that the real-life officials receive
a monetary reward that is higher than the bribe. In reality, the decisions to report bribes are also
probably based on other motives: the official might have a good feeling that she did the right
thing; she might enjoy a higher status at the work place, and a significant part of the reward
might come from better prospects of being promoted and so forth.

Second, if a firm decides to offer a bribe and if the bribe is reported by the official, there
is only a 1% probability that the firm is convicted and looses all its payoffs. If the firm is not
convicted, its payoff is very similar to the situation where no bribe was offered, as the firm keeps
the offered bribe and pays only a small transaction cost for the bribe. On the other hand, if
the bribe is accepted, there is zero probability of being convicted, and the payoff of the firm
is significantly higher than if no bribe is offered. We believe that this payoff structure reflects
a common situation where it is unlikely that the public official can produce legal evidence leading
to conviction. Thus, we test the anti—corruption effects of staff rotation under adverse conditions
where governments fail to punish most corrupt behavior.

The results confirm the anti—corruption effect of staff-rotation. Officials in the staff-rotation
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treatment report more and accept less of the offered bribes, so the manipulated option is selected
less frequently. Interestingly, staff rotation has no impact on the share of firms that offer bribes.
This is slightly surprising since the probability of being reported is significantly higher under
staff rotation.

While the result of the staff rotation treatment differs from the subgame-perfect equilibrium
of the game, it is consistent with a quantal response equilibrium where some of the bribes are
accepted although it is not the optimal choice for officials. In sum, the paper finds that staff
rotation leads to a less corrupt outcome even if the bribers cannot be sufficiently penalized and
even if their choices are largely independent of officials’ reactions.

The proposed design gives similar theoretical predictions as in Abbink (2004). In a one shot-
game, the official reports any bribes, which leads do zero corruption by the firm. If the same
pairs of participants play the game repeatedly, accepting bribes might be a rational strategy, as it
motivates bribes in future interactions. The choices of officials correspond to expectations: staff
rotation increases reporting and reduces accepting of bribes. Contrary to theoretical predictions
and to findings by Abbink (2004), the frequency and the size of the bribes offered by firms remain
similar between treatments. This surprising behavior likely results from payoffs if the bribe is
reported and if no bribe is offered that are so similar, which is the same share of firms (the corrupt
firms) that might want to continue offering bribes even if the probability of being accepted is
lower. The result of the staff-rotation treatment is consistent with a quantal response equilibrium
where some of the bribes are accepted although it is not the optimal choice for the officials. In
sum, the paper finds that staff rotation leads to a less corrupt outcome even if the bribers cannot be
sufficiently penalized and even if their choices are largely independent of the officials’ reactions.

The rest of the paper is organized as follow. Section 2 provides the theoretical model that
motivates our experimental design and presents the experimental procedures. Section 3 discusses

the results. Section 4 concludes the paper.



2 Experimental design and procedures

Our paper presents replication of a bribery game design by Abbink (2004) with two substantial
changes: (i) we assume that the public official is committed to choose the manipulated option
after the bribe is accepted; (i1) we allow the public official to blow the whistle and report the bribe.
The whistleblowing is then honoured with a the reward that is always higher than the bribe.
With this model design, we study a different effects of staff rotation. In Abbink’s design,
the absence of staff rotation creates incentives to reciprocate the bribe; in our design, the absence

of staff rotation creates incentives not to report the bribe.

2.1 Model

Formally, the model is a sequence of two-stage sequential games. In each period, the firm is

matched with the public official. They play the game with the following timing.

1. In the first stage, the firm chooses whether to offer a bribe to the public official. If the firm
does not offer a bribe, the game ends. The firm and the official obtain basic payoffs m ¢
and m,, respectively. If the firm decides to offer a bribe, it has to specify the exact amount
b from the interval [0, b]. When the bribe is offered, the firm always has to pay transaction

cost t.

2. In the second stage, the official decides whether to accept the bribe, to reject the bribe, or
to reject and report the bribe. Let us denote these actions as A, F/, and R, respectively. If
the bribe is accepted, then the public official gets her basic payoff plus the bribe accepted.
The firm gets a premium «, as we suppose that the bribe has to be reciprocated by the public
official who provides a favor to the firm. Moreover, the acceptance of the bribe imposes
an negative externality on all other members of society. Namely, the amount e is deducted
from the payoff of each player. The payoffs of the official II, and of the firm II; can be
written as follows:

I,(b,A) = m, +b— ne (1)



IIs(b,A) =ms—b+a—ne—t 2)

where 7 is the number of public officials who accept the bribe.

When the official rejects the bribe, the transaction is not completed, the official gets her
basic payoff, and the firm receives its basic payoff less the transaction costs. The payoffs
are

I1,(b, E) = m, — ne 3)

(b, F) =my; —ne—t 4)

When the official reports the bribe, a lottery takes place. With probability p, the bribery
is revealed (prosecuted), and the firm is punished, which means that it receives payoff
z < 0. With probability 1 — p, the firm is not punished, and its payoff is the same as that in
the case that the bribe is rejected but not reported. Irrespective of whether the corruption
is punished, the public official receives a reward [ for reporting the bribe. The reward is

larger than bribe 5 > b. The payoffs are therefore given as follows:

I, (b, R) = m, + 8 — ne 5)

[y (b, R) = (1 = p)(my —ne —1) + pz (6)

2.1.1 Equilibrium

We consider two versions of the model: with and without staff rotation. If there is staff rotation,
then each firm interacts with a different official in each round. This corresponds to the one-shot
game between the firm and the official in the given match. In the version without staff rotation,
each firm interacts with the same official in each round. This corresponds to the repeated game.

Consider first the staff rotation version of the model. The subgame perfect equilibrium of
the model can be found by backward induction. First, consider the subgame after the firm offers
bribe b > 0. The official decides among accepting, rejecting, and reporting the bribe. Hence,

she compares three different payoffs (1), (3), and (5). Obviously, any bribe is always reported



by the official as § > b > 0. Given the best response of the offical, the firm decides not to
offer any bribe because its payoff from not offering the bribe I1;(0, R) = my is higher than
the payoff from offering positive bribe I1(b, R) = (1 — p)(ms —t) + pz. This discussion results
in the following proposition.

Proposition: In the one-shot bribery game, there is a unique subgame perfect equilibrium
(0, R), i.e., the official always reports the bribe if it is offered and if the firm does not offer any
bribe.

The absence of staff rotation turns the one-shot game into a repeated game. Consider, there-
fore, the situation in which firms interact with the same official repeatedly. As is common in re-
peated games, there may be multiple equilibria. To show that there exists a bribery equilibrium,
where a positive bribe isoffered and accepted, consider, for example, the pair of the following
grim-trigger strategies. In the first period, the firm offers some bribe b* > 0, and it continues to
do so unless the public official reports or rejects the bribe. After any history when the bribe is not
accepted, the firm does not offer the bribe, i.e., b* = 0. The public official accepts the bribe in
the first period, and she behaves in the same way after the history when the bribe b > b* was of-
fered in each period. After any other history, the official reports the bribe. This pair of strategies
supports a bribery equilibrium because the sufficiently patient public official is deterred from
reporting the bribe and exploiting her short-term payoff by the punishment that no other bribe
will be offered in the future. This result is summarized in the following proposition.

Proposition: In the infinitely repeated bribery game, there exists a subgame perfect equilib-
rium that supports the outcome (b*, A) in which some positive amount of bribe b* is offered, and
this amount is accepted.

Moreover, the folk theorem states that any payoff profile that ensures that the firm’s average
discounted payoff is at least m; — ne and that the official’s average discounted payoff is at least
m, — ne can be supported as an equilibrium. It follows from the folk theorem that the specific
bribe level cannot be determined. Any bribe level that satisfies the condition b € [e, v — ¢ — €]
can be supported as an equilibrium bribe level.

The prediction of the model can be summarized as follows. In an infinitely repeated game

where the staff does not rotate and where firms and officials form fixed pairs during the entire
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game, there exist a subgame perfect equilibria in which firms offer bribes and officials accept
them. On the other hand, there is a unique subgame perfect equilibrium in a one-shot game
when firms are matched with different officials in every round. In this subgame perfect equilib-
rium, the official reports the bribe, and the firm therefore offers no bribes. The above-mentioned

predictions lead us to the formulation of the following hypotheses:
Hypothesis 1. Introducing staff rotation decreases the frequency of bribe offers.

Hypothesis 2. In the staff rotation setting, public officials do not reciprocate bribe offers and

report misconduct behavior more often in comparison with a no rotation situation.

2.2 Procedures

In our game, two types of agents interact: a firm f and a public official 0. The whole experimental
monetary unit (EMU) is used and is exchanged into Czech crowns at the end of the experiment.
Both firms and officials are given an initial endowment of 50 EMU at the beginning of each

period, i.e., my = m, = 50. The period is divided into two stages:

1. In the first stage, the firm may offer a bribe b = (0, 45). It also has to pay transaction cost
t = 5 when the positive amount is offered. If the firm does not offer the bribe, the period
ends, and both roles keep their initial endowment minus the negative externality of 0.025n.

The payoffs are I1;(0) = I1,(0) = 50 — 0.025n.

2. In the second stage, the public official reacts to the offered bribe b. The official has three

choices: accept A, return E, or report R.

When the bribe is accepted, the income of both roles is increased. The official adds
the bribe b to his endowment, and the firm receives the premium o = 100. The pay-

offs are I (b, A) = 145 — b — 0.025n and I1,(b, A) = 50 + b — 0.025n.



If the official decides to return the bribe b, then his payoff equals the situation with no
bribe offered: I1,(b, £) = II,(0) = 50 — 0.025n. The payoff of the firm reduced by
the transaction cost is I1;(b, E') = 45 — 0.025n.

When corruption is reported, the official receives a reporting reward § = 1.2b so that her
payoff equals II,(b, R) = 50 + 1.2b — 0.025n. The firm is convicted with a probability
p = 0.01. If convicted, the firm loses all its income from previous periods. Its payoff is
(b, R) = — i:: I1;). Otherwise, its payoff equals I1;(b, R) = 45 — 0.025n.

The game tree for our experiment is summarized in Figure 1.

Firm

IIs(b, A) not caught

I,(b, R) 11,(b, R)
p pu— J——
(b, R) = — Y 11, Hr(bs ) = 45— 0.025n

1

Figure 1: Game tree

We use two treatments to investigate the expected effect of staff rotation. In control treatment
TO, both players played together for the entire time, and no rotation occurred. In the staff-rotation
treatment T1, each firm was paired with a new official at the beginning of each new period.

The experiment was held at the Faculty of Economics and Administration in 2015. Partici-

pants were students of different faculties of Masaryk University. In total, 94 subjects participated
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(43.6% male; 40.4% from Faculty of Economics and Administration). There were 4 experimen-
tal sessions (2 sessions per treatment), each with 24 subjects, with each session lasting about
one hour. The experiment was organized and participants were recruited with the software hroot
(Bock et al., 2014). At the beginning of each session, subjects were randomly assigned to their
seats as they entered the laboratory. The experiment was programmed and conducted using z-

Tree (Fischbacher, 2007).

3 Results

This section presents the findings and discusses the results. First, we show the effect of staff
rotation on the behavior of public officials and firms. Then, we explain the choices of firms by

using a quantal response equilibrium of the one-shot game.

3.1 Effect of staff rotation

Public officials have three actions to choose from once they are offered a bribe: accept, return,
or report the bribe. In the control treatment (TO), there exist a subgame perfect equilibrium in
which officials accept the bribe, while in the staff-rotation treatment (T1), the subgame prefect
equilibrium choice is to report.

Figure 2 shows the observed behavior. As predicted by theory, public officials are more
likely to report and less likely to accept the bribe in the staff-rotation treatment, T1. If we discard
the results of the first 10 periods to deal with the learning effect apparent in Figure 2, the ratio of
accepted bribes in TO and T1 is 0.68 and 0.27, respectively. Complementary to this, the ratio of
reported bribes is 0.24 in TO and 0.71 in T1. Using the two sample t-test, we found a difference
between the treatments for acceptance and for the reporting of bribes to be statistically significant
(p < 0.001).

According to theory, firms always offer bribes in the control treatment, TO, and never in
the staff—rotation treatment, T1. Figure 3 depicts the share of firms who decided to offer a positive

bribe for periods 1—30. If the data from periods 1—10 are eliminated, there is no significant
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Figure 2: Proportions of public officials choosing to accept, report, or return in periods 1-30.

difference in the share of firms that offer bribes between the treatments. The frequnecy of bribe
offers is 0.48 in TO and 0.44 in T1. The bribing behavior of firms therefore differs from the SPE
predictions. In particular, it is puzzling why the firms in the staff-rotation treatment offer bribes

so frequently.

T T T T
0 10 ) 20 30
Period

|[—e— 10 —a— 1]

Figure 3: Percentage of firms that offer bribes in periods 1-30.
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3.2 Quantal response equilibrium of the one-shot game

The results suggest that staff rotation has an impact on officials’ behavior, as they report bribe
offers more frequently. On the other hand, firms have not changed their behavior, as they are
willing to accept bribes similarly in both treatments. These results can be accounted for by
supposing that the players do not always have the best responses, but they still make better
choices more frequently.

In this section, we argue that the above findings are consistent with the quantal response
equilibrium (QRE) (McKelvey and Palfrey, 1995). QRE is a generalization of the Nash equilib-
rium that allows for errors in decisions in which pure strategy is in play. QRE players do not
always choose the best response with the probability of one, but they still make better choices
more frequently. The principle of the equilibrium is maintained in QRE by assuming that the
player’s beliefs about the opponent’s choices and the opponent’s choice probabilities have to be
consistent. Because of this, the concept of QRE may explain the behavior of the firms in the ro-
tation treatment. Minor deviations from the public official’s best response may cause significant
changes in the firm’s payoffs structure and thus in the firm’s behavior, as the firm correctly an-
ticipates the official’s choice probabilities.

To illustrate this argument formally, consider the logit variant of the QRE. The firm’s behavior
is derived as follows. The firm believes that the public official will accept bribe b with probability
&, report the bribe with probability 7], and reject the bribe with probability 7¢. The firm’s

expected profit from offering the bribe b is
Hf(b) :ﬂ'st(b,A)+7TZHf(b,R>+7T§Hf<b,E) (7)

where IT¢(-) is the corresponding expected profit of the firm. The probability of the choice to
offer bribe 7% 1s specified as a ratio of exponential functions, where I1 7(0) is the firm’s profit

from not offering the bribe.
ALl (b)
f . €
™) = 3w om0 ®)

Parameter A\ measures how close is the behavior of the players to the best response prediction.
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If A = 0, the behavior of the players is completely noisy, and all actions are equally likely
regardless of their payoffs. As \ goes to infinity, the choices are close to those dictated by best
responses.

The choice probabilities of the official are again defined as a ratio of the exponentials of
the payoffs scaled by the parameter ). In particular, the probability that the official will accept

the bribe b is given as follows

AL, (b,A)
a e

o(b) = 6)\H0(b7A) i GAHO(b’R) + 6/\Ho(b,E) (9)

T

Figure 4 illustrates how QRE may explain the observed behavior. It depicts the unique equi-
librium choice probabilities for a given value of the "noise parameter" . The calculation of
the choice probabilities is based on two assumptions. It is assumed that the value of the bribe is
36, which is the median value of the bribes observed in the data. It is also assumed that the firms
pays a fine equal to 1386, if the firm is convicted of bribery. The value of the fine is equal to

the median cumulative payoff observed in the periods 10 to 30.

Risk-neutral offer

Risk-averse offer

Choice probability

Accept

Lambda

Figure 4: Quantal response equilibrium simulation of the choice probabilities
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The impact of the noise parameter on the official’s choice probabilities is intuitive. If A = 0,
the bribe is accepted or reported with the same probability of % As ) increases, the probability
that the bribe is reported approaches 1 as in the subgame prefect equilibrium. We can see that
the choices generated by A = 0.15 roughly correspond to the frequnecy of accepted and reported
bribes observed in the experiment.

The figure also shows that the predicted probability of bribe offer for A = 0.15 is approx-
imately 0.63, which is higher than what we would observe in the experiment. This discrep-
ancy between the simulated and observed bribe offers can be explained from the assumption
that the players are risk averse. Suppose that the players have a constant relative risk aversion

(CRRA) utility function

, where 1 — 6 is the Arrow-Pratt coefficient of relative risk aversion. The line risk-averse offer in
figure 4 shows the probability of offering the bribe for different values of A and § = 0.8. We can
see that the discrepancy between the predicted and actual choice probabilities disappears when
we allow for risk-averse players.

To summarize up to this point, while the subgame prefect equilibrium outcome does not
organize the data in the roation treatment well, the combination of QRE and risk aversion is
able to do so. Still, the previous calculation relies on the assumption regarding a particular
value of the bribe and fine (equal to the cumulative profit). Hence, the next step is to estimate
the parameters A and # from the observed data. Contrary to the previous simulation excercise,
we use actual bribe offers and actual cumulative profits in the estimation. The problem is that we
do not observe the value of the bribe when no bribe has been offered. In such cases, we again
assume that the bribe would be equal to 36. Table 1 presents the maximum likelihood estimates

based on period 10-30. The results are similar to the results depicted in figure 4.

Estimate Standard error
A 0.204 0.022
6 0.87 0.013

Table 1: Maximum-likelihood estimation
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We test that the behavior is not completely random by examining the null hypothesis that
the noise parameter ) is zero. The likelihood ratio test statistic for the restricted model is x*(1) =
208, which firmly rejects the null hypothesis (p-value < 107®). We also test the hypothesis
whether the subjects are risk neutral by imposing the restriction § = 1. The likelihood ratio test
statistic for this restricted model is x*(1) = 134; hence, we reject the hypothesis that the subjects
are risk neutral (p—value < 107%).

The puzzling behavior in the rotation treatment may therefore be explained by the notion
of QRE. Although public officials report bribes relatively often, they sometimes accept bribes.
Firms corretly anticipate this, and the expected payoff from offering a bribe is therefore higher
than the sure payoff from not offering a bribe. Still, firms do not offer bribes all the time, as they

also make mistakes and are risk averse.

4 Conclusion

This paper studies the effect of staff rotation on petty corruption. In contrast to the experimental
study of Abbink (2004), we assume that public officials are committed to provide corrupt services
if they accept bribes. This allows us to study the effect of staff rotation in many situations
were Abbink’s design without commitment does not seem realistic. In addition, we assume low
levels of punishment for the reported bribers: the probability of being convicted and paying
a fine if the bribe is reported is only 1%, and the difference between the payoff if no bribe is
offered and the bribe is offered and reported, but not convicted, is only a small transaction cost
of corruption. We consider these levels of punishment quite realistic in situations with petty
corruption. Compared with Abbink (2004), our design provides a test of the efficiency of staff
rotation in different conditions. As the levels of punishment for the reported bribers are low,
firms are expected to have a low sensitivity to the decisions of public officials. Thus, firms might
continue offering bribes even if they are reported more frequently. This design therefore provides
a test of staff rotation under adverse conditions.

We find that staff rotation reduces the share of interactions in which public officials accept

bribes and therefore leads to less manipulated decision making by public officials. This result
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emerges even though staff rotation does not influence the share of firms offering bribes. Staff
rotation thus seems to sever the long-term corruption ties and therefore leads to more efficient
outcomes, even if the opportunity to accept bribes is the same as that without staff rotation.

Our results suggest that in the never-ending combat against corruption, periodic rotation in
public administration might be a powerful policy. Although rotation does not affect the frequency
of bribe offers, it has - together with whistle-blowing - a substantial impact on the willingness to
accept a bribe. Rotation does serve its main purpose, to break any emerging or existing relation-
ship between those who offer bribes and those who serve the public in office, especially in the

case of petty corruption.
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Appendix A Instructions

A.1 For the player in the role of firm

' ramei experimentu jste vaichni byl rozgéleny do dvou o, fole FIRMY a role UREDNIKA
Vam byla piifazena role FIRMY
V kazdém kole experimentu se budste potkavat s UREDNIKEN. Stejného Uiednika budete na 23kladé platné legislativy potkavat po dobu jednoho kola

Do kaidého

enim kapitslem 50 EMU

V kaZdém kole méte moznost &4st (1-45

UREDNIK mé mo2 astku piijmout, odmitnout, nebo nahlsit

Pokud UREDNIK kavate bonus 100 EMU.

Pokud UREDNIK

Pokud UREDNIK

i2iskz predchozich kol. Pokud ktomuto nedojde, Eastka se Vam vraci, ale Je 2 ni odedteno 5 EMU.

v

=z =

iklad 12.3). ého Gisla desetinna mista newuiiveite (pfikiad 12)

nas|

2) Jaky bude VS pijem, pokud jako FIRMA nabidnete platek 10 EMU a UREDNIK jej odmitne. Ve Vasi skupiné neni Z4any piijay dplatek.

1)Jaky bude V&3

Translation of the screen:
In the experiment, all participants are assigned to one of two roles — PRIVATE FIRM and PUBLIC OFFI-
CIAL.
Your assigned role is the PRIVATE FIRM.
In each period, you meet a PUBLIC OFFICIAL. According to the rules , you will meet the same public
official for one period (in TO: for the entire experiment).
You begin each period with an initial endowment of 50 EMU (experimental monetary unit).
In each period, you have the opportunity to offer or not to offer a bribe (1-45 EMU) to the public official.
The PUBLIC OFFICIAL can accept, reject, or report this amount.
If the PUBLIC OFFICIAL accepts it, you receives a bonus of 100 EMU.
If the PUBLIC OFFICIAL rejects it, the amount is returned to you but 5 EMU is deducted.
If the PUBLIC OFFICIAL reports it, an investigation begins. In 10 cases out of 1,000, the PRIVATE FIRM
loses its profit from previous periods. In all other cases, the amount is returned to you and 5 EMU is deducted.
In the experiment, the behavior of other PUBLIC OFFICIALS and PRIVATE FIRMS has an impact on you
and your behavior influences them.

The profit of everyone in the group is lowered by 2.5% of the total amount of bribes accepted by PUBLIC
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OFFICIALS during the period.

Confirm all of your decisions in the experiment by clicking the given button.

At the end of the experiment, your final profit in EMU will be multiplied by 0.08, converted to CZK, and

rounded to a multiple of five.

Before the experiment begins, please answer the following questions.

To enter a decimal number, use a decimal point (e.g., 12.3). To enter an integer, do not use the point (e.g.,

12).

1) What will your profit be when you as the PRIVATE FIRM offer a bribe of 40 EMU and the PUBLIC

OFFICIAL accepts it? The total amount of accepted bribes in the group is 100 EMU.

2) What will your profit be when you as the PRIVATE FIRM offer a bribe of 10 EMU and the PUBLIC

OFFICIAL rejects it? No bribes have been accepted in the group.

A.2 For the player in the role of public official

V ramci experimentu jste vaichni byl rozdéleny do dvou roli role FIRMY a role UREDNIKA
Vam byla piifazena role UREDNIKA

V kazdém kole experimentu se budete potkavat s FIRMOU. Stejnou FIRMU budste na zakiads plainé legislativy potkévat po dobu jednoho kola.

Do kaidého pujete s pogstecnim kapitalem sini ménova jednota).

V kazdém kole VAm mé Fi i i Gplatek (1-45 EML ého pocatednino kapitalu.

Jako UREDNIK méte moznost tuto Edstku prijmout, odmitnout, nebo nahidsit

Pokud piijmete, ziskava FIRMA bonus 100 EMU a Vy nabizenou Eastku ke svému pocteénimu kapitalu

Pokud odmitnete, Castia se vraci. ale je zni odedteno 5 EMU. Vam zilstavé Va5 pocatecn kapit

Pokud nahlasite, e zahajeno wSetfovani. v 10 piipadech 2 1000 FIRMA pfichazi o svij dosavadni zisk, v ostatnich piipadech se FIRME Eastka se wraci,ale je 2 i odeiteno 5 EMU. Vam vidy nalesi odména ve vjSi 120% nabizené Eastiy.
V experimentu mé na V3 piilem dopad chovani ostatnich FIREM a UREDNIKU, stejné tak VaSe chovani ovivfiuje ostatni

Kazdému ve skupiné je piijem na konci kola snizen 0 2,5 %z celkového objemu platiil v daném kole piijatjch UREDNIKY.

V3echna sva rozhodnuti v experimentu potzuite Kiknutim na tiaéitko.

V zdvéru experimentu Vam bude nahran & i Koeficientem 0,08, preved Sesk koruny
Piedtim, nez zacnete experiment, prosim 2odpovézte nasledujic otizky.
Pro zadini ého Gi Jite jako 0ddélova tecku (piikiad 12.3). Pro zadani celého G 4 mistd nevyudivefte (pfikiad 12).

1) Jak{ bude V48 piflem, pokud Vam FIRMA nabidne platek 40 EMU a Vyje]jako UREDNIK pijmete. Celkova vise piijatich iplatid ve skupin e 100 EMU.

2) Jakj bude V45 pijem, pokud V4m FIRMA nabidne platek 10 EMU a Vy jako UREDNIK je] odmilnete. Ve VaSi skupiné neni Z4dnj pfijaty dplatek.

]

Translation of the screen:

In the experiment, all participants are assigned to one of two roles - PRIVATE FIRM and PUBLIC OFFI-

CIAL.
Your assigned role is the PUBLIC OFFICIAL.
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In each period, you meet a PRIVATE FIRM. According to the rules, you will meet the same PRIVATE FIRM
for one period (in TO: for the entire experiment).

You begin each period with an initial endowment of 50 EMU (experimental monetary unit).

In each period, the PRIVATE FIRM has the opportunity to offer or not to offer you a bribe (1-45 EMU) from
its initial endowment.

As the PUBLIC OFFICIAL, you can accept, reject, or report this amount.

If you accept it, the PRIVATE FIRM receives a bonus of 100 EMU and you add the offered amount to your
initial endowment.

If you reject it, the amount is returned but 5 EMU is deducted. You keep your initial endowment.

If you report it, an investigation begins. In 10 cases out of 1,000 the PRIVATE FIRM loses its profit from
previous periods. In all other cases, the amount is returned to the PRIVATE FIRM and 5 EMU is deducted.
You always receive a bonus of 120% of the offered amount.

In the experiment, the behavior of other PUBLIC OFFICIALS and PRIVATE FIRMS has an impact on you
and your behavior influences them.

The profit of everyone in the group is lowered by 2.5% of the total amount of bribes accepted by PUBLIC
OFFICIALS during the period.

Confirm all of your decisions in the experiment by clicking the given button.

At the end of the experiment, your final profit in EMU will be multiplied by 0.08, converted to CZK, and

rounded to a multiple of five.

Before the experiment begins, please answer these questions:

To enter a decimal number, use a decimal point (e.g., 12.3). To enter an integer, do not use the point (e.g.,
12).

1) What will your profit be when the PRIVATE FIRM offers a bribe of 40 EMU and you as the PUBLIC
OFFICIAL accept it? The total amount of accepted bribes in the group is 100 EMU.

2) What will your profit be when the PRIVATE FIRM offers a bribe of 10 EMU and you as the PUBLIC
OFFICIAL reject it? No bribes have been accepted in the group.
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Appendix B The game screen shots

B.1 Decision-making of the firm

Moje role je FIRMA. Probiha 1. kolo.
V tomto kole: . )

Vyplata firmy: 50.00 EMU * Vyplata ednika: 50.00 EMU *

* Kazdému ve skuping (FIRME | UREDNIKOV)je viplata na konci kola sniZena o 2,5 % 2 celkového objemu vech pijatjch tplatiis v daném kole.
UREDNIKA potkavte pouze v tomto kole, v dal3im kole se setkite s jinjm UREDNIKEM.

Moje role je FIRMA. Probha 1. kol
V tomto kole: robiha 1. kolo.

5 0 15 20 25 20 B3 £ 5
Kikuti na osu uicete v dplatkumea 1 a 45 EMU.
Vs platku: 30 EMU
Ufednik Gplatek pfijme Ufednik Gplatek vrati Ufednik Gplatek nahlasi
Vyplata firmy: 120,00 EMU * Vyplata firmy: 45.00 EMU * Vyplata firmy: 45.00 EMU *

nebo v 10 pipadech z 1000: 0.00 EMU

Vyplata Grednika: 80.00 EMU * Vyplata Gfednika: 50.00 EMU * Vyplata Grednika: 86.00 EMU *

* Kazdému ve skupiné (FIRME | UREDNIKOVI) je viplata na konci kola snizena o 2,5 % z celkového objemu viech pijatich Uplatkii v daném Kole.
Kole se setkate s jinjm UREDNIKEM.

(UREDNIKA potkavate pouze vtomto kole, v dalsi

Translation of the screen:

e My role is FIRM. In this period:

20



— I do not offer the bribe. Firm’s payoff: 50.00 EMU* Public official’s payoff: 50.00 EMU*
— I offer the bribe.

* Click the line to indicate a bribe value between 1 and 45 EMU.
* The bribe value: 30 EMU.
1. The public official accepts the bribe. Firm’s payoff: 120.00 EMU* Public official’s payoff:
80.00 EMU*
2. The public official returns the bribe. Firm’s payoff: 45.00 EMU* Public official’s payoff:
50.00 EMU*
3. The public official reports the bribe. Firm’s payoff: 45.00 EMU* or in 10 cases out of
1,000: 0.00 EMU Public official’s payoff: 86.00 EMU*

* *The profit of everyone in the group (FIRMS and PUBLIC OFFICIALS) is lowered by 2.5%
of the total amount of bribes accepted during this period. You will meet this PUBLIC OFFI-
CIAL only in this period;; in the next period you will meet a new PUBLIC OFFICIAL. (in TO
-1487668550 the last sentence is left out)

B.2 Decision-making of the public official

Moje role je UREDNIK Probiha 1. kolo.
g

Firma Vam nabidla 30 EMU Gplatek.

Jaké bude Vage rozhodnuti?

i i

Vyplata firmy: 120.00 EMU * Vyplata firmy: 45.00 EMU

Vyplata Gfednika: 80.00 EMU * Vyplata GFednika: 50.00 EMU

= Kazaému ve skuping (FIRME | UREDNIKOVI) e viplata na kondi kola sniZena o 2,5 % 2 celkového objemu véech pijatjch Gplatiil v daném kole.

FIRMU potkavate pouze vtomto kole, v daiSim kole se setkate s jinou FIRMOU

Potvrzuii rozhodnuti

Translation of the screen:

e My role is PUBLIC OFFICIAL.
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e The FIRM offered you a bribe 30 EMU.

e What is your decision?
1. Taccept the bribe. Firm’s payoff: 120.00 EMU* Public official’s payoff: 80.00 EMU*
2. Ireturn the bribe. Firm’s payoff: 45.00 EMU* Public official’s payoff: 50.00 EMU*

3. Ireport the bribe. Firm’s payoff: 45.00 EMU* or in 10 cases out of 1,000: 0.00 EMU Public official’s
payoff: 86.00 EMU*

e *The profit of everyone in the group(FIRMS and PUBLIC OFFICIALS) is lowered by 2.5% of the total
amount of bribes accepted during this period. You meet this FIRM only in this period; in the next period you

will meet a new FIRM. (in TO: the last sentence is left out)
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