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I. Thefairnessnorm in bargaining: equity versusequality

In this paper, we analyze team formation in a efédrt experiment in which
individuals bargain their share of the team outcowWe deliberately use a real task in
order to induce effort and merit in our analysis.nmiost economic experiments subjects
are involved in abstract settings in which exerimgeffort consists of loosing a certain
amount of money. We aim at understanding in theectirstudy the difference between
the social norms oéquity and equality Both terms are usually confounded under the
elusive concept ofairnessbut equality andequity are fundamentally different concepts
once we take into consideration the issue of etiad merit. Theequality or egalitarian
norm implies that partners should be rewarded amaleshare of the joint outcome. The
equal split of the team output is frequently obedrin organizations, partnerships, joint
ventures and share tenancy in agriculture and itotest a puzzle for standard economic
theory (Andreoni and Bernheim 2007). Téguity norm implies that partners should be
rewarded based on their relative contributionsthat case, team members are paid
according to their merit that is typically measubsctheir level of effort and their ability.
This distinction betweemquity and equality raises the following question. Should we
consider that sharing a joint outcome equally amibiegdifferent contributors dair? In
most of the experiments in the Economics literatikeethe ultimatum game (Gith et al.
1982), the joint outcome is not the result of d egBort but simply an amount of money
provided by the experimenter at the beginning efgassion. In that contexdguity and
equalitywould both imply an equal sharing of the initiah@unt of money. In a case in
which subjects did not contribute to the joint @me there is no discussion about the
relative merit of each partner. In the ultimatummga a subject (thpropose) offers a
division of a fixed amount of money received fradme &xperimenter between herself and
a responder The respondercan reject the offer, in which case neither subgarns



anything. If theresponderaccepts the division of the initial amount of mortbgn it is
implemented. In these experiments, close to hatheproposersoffer an equal split of
the team outcome. Also, responders often rejeajuadedivisions of the initial amount of
money. These results are interpreted as evidenedanfnessnorm in bargaining (Fehr
and Schmidt 1999), wher@airness coincides with theequality norm in that case.
Interestingly, in the context of ultimatum gamédss équalitynorm is found to be robust
to Japanese subjects (Roth et al. 199dsterbeek et al. 20p4nd to a number of small
scale societies (Henrich et al 2004). However,dal life situations individuals have
different abilities and exert different levels dffoet that may lead to very different
outcomes. As a result, we propose an experimewhioh individuals exert a real effort
that may have different consequences on the joofitp according to the levels of ability
and effort of the team members. This experimergaigh allows us to separate the norms
of equityandequality. Our purpose relates to the analysis of Schurtdrnv&ilson (2007)
that consists in separating the effectsfaifnessand justice by analyzing the role of
status on the behavior of subjects in a dictatonegaln this context, the authors relate
justice to merit equity) while emphasizing thaflair procedures may not be based on
merit as it is the case if they lead to the systemese of theequalitynorm. The authors
find that merit is a determinant variable in thetgas of offers by dictators as it
significantly reduced the average offer. The maifedence between our notion efuity
and the concept giisticeis that the norm oéquity does not need an external authority
such as a court to be implementédjuity is interpreted as an implicit norm that may
arise in the absence of legal enforcement.

In our setting, the subjects undertake a real gakare then asked to assess the
relative contribution of each individual. We ardealp evaluate the impact of merit on
the choice of the sharing rule of the joint outcolme assessing partners’ relative
contributions.

Il. Cultureand thefairness norm

The Business and Psychology literature stresspsriamt cultural differences in
the context ofreward allocation experiment@~ischer and Smith 2003). These virtual
experiments describe scenarios in which a numbendfiduals work on a task and
exhibit different levels of performance. Subjeats then asked about an allocation of the
rewards to the different individuals. As it is ssed by James (1993), in that context
subjects behave differently according to certaitucal dimensions such as individualism
and collectivism. In particular, subjects from widualist cultures tend to follow the
equity norm whereas subjects pertaining to collectivisibures use thequality norm
extensively. However, these studies have beerizet on their internal validity and in
particular on the fact that many cultural dimensiaoncurrently affect social norms and
then reward allocation. Our experimental analysenstitutes an alternative and
independent approach that may shed light on thastabss of international differences
on social norms otquity and equality Besides the methodological aspect, a crucial
difference with our approach is the fact that iesth studies reward allocation is decided
by an external observer that was not affected bye¢Bult of the allocation. This situation
typically represents a monitoring environment whsreour experimental design
illustrates the case of team partners that bargaear the allocation of a joint outcome
that affects each individual's payoff.



[11. Experimental design

We design an experiment in which subjects undertakeal task for which they
may possess different levels of ability. The tasksists in finding numbers that satisfy
certain restrictions. Every correct answer is rel@drin cash and the total amount of
money accumulated during the task constitutes @refits of the group. Subjects first
worked in pairs that were formed randomly at thgim@ng of the experiment. In this
first task, team partners shared their profits #guAfter the subjects had been isolated,
they were asked a series of questions. They fagttb assess the perception of their own
contribution to the group outcome. Then, they fastate the minimum share of the joint
outcome that they would accept in order to workhwite same partner in the next task.
The second task was performed either individuallyby pairs depending on the
compatibility of group members’ claims. We consetethat the claims of two partners
were compatible if both subjects were ready to picaesharing rule of the joint outcome
randomly taken from a bowl. The bowl contained miexes of paper that represent the
following sharing rules: 20%, 30%, 40%, 45%, 50%%5 60%, 70%, and 80%, where
each number indicates the share of the joint outcmueived by the first member of the
team. A subject would undertake the second tadk thiid same partner if both members’
minimum claims stated in the questionnaire were gatible with the randomly selected
allocation rule.

We invited subjects through campus-wide posters eamail advertisements to
participate in experimental sessions that lastguicmately ninety minutes. In order to
perform an international comparison of the rolesotial norms in team formation
experiments we recruited subjects both at a Spadiskersity in Navarra and at a
Japanese University in Osaka. Spanish and Japaeegde a priori differ in cultural
aspects. For example, the Japanese corporateecidtassociated with the extensive use
of teamwork (Abegglen 1958, Haitani 1990, Koike 8p8lapanese organizations have
actually served as a model to US firms in ordedévelop the use of teams in the
workplace.

V. Equality versus equity: a comparison of Japanese and Spanish subjects

We briefly present the results of our experimesgasions in the two countries stressing
the relative importance @quityandequalitynorms.

V.1. Equality norm and excessive cooper ation

The experimental sessions with Japanese subjaattved 32 students recruited
at Osaka University. We observe that Japanesedslgj@im almost systematically (82%
of the time) an equal share of the team outcoma exeen they largely outperformed
their partner. Interestingly, Japanese subjectsewable to assess their relative
contribution accurately but were not willing to acdate rewards based on individual
contributions. As a result, Japanese subjectsobmptying with the equality norm, were
ready to accept the formation of highly inefficigeams. In that sense, we observe an
excess of cooperation in the case of Japanesecsuibjeam formation is excessive since
the great majority of subjects would actually obtaigher monetary rewards by working
alone on the task. Japanese subjects were typiaaljeving the maximum level of
performance whether they worked alone or in a té€@aamsequently, thequality norm,
as emphasized by experimental economists in théexbwof the ultimatum game, is



robust to settings in which subjects bargain oeat team tasks outcomes. Téguality
norm praised by behavioral economists and anthogisis (Henrich et al. 2004) as a
fundamental element for effective cooperation ammlividuals can actually backfire
and lead to excessive cooperation.

V.2, Equity norm and self-serving attributions

The experiments with Spanish subjects were peddrat Universidad de Navarra
with a total of 43 students. The comparison of $famand Japanese subjects leads to
striking results. First, Spanish subjects were dgily less accurate and objective in
assessing their own contribution to the team outcdmline with results from the social
psychology literature on biased self-attributiomg@ey 1978, Larson 1977, Miller and
Ross 1975, Zuckerman 1979) subjects tended to stume their relative contribution
to the performance of the team. Indeed, only 18%h®fsubjects perceived themselves as
contributing less to the team outcome than theitnpa whereas 36% of the individuals
estimated their contribution to be higher than rthgartner's. In addition, Spanish
subjects’ claims of the team outcome were driverdpyity rather tharequality Indeed,
only 41% of the Spanish subjects required an espiéting of the team outcome in the
second task compared to the 82% of Japanese subg#oiving theequalitynorm. The
claims of Spanish subjects were in line with the@rceived contribution to the joint
outcome of the first task. That is, subjects cdasitty asked for a higher share of the
team outcome when they perceived to outperformr thartner. Given that Spanish
subjects suffered form self-serving attributionsytiended to claim high shares of the
team outcome of the second task and this tendaddermine the formation of teams in
opposition to the case of Japanese subjects.
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