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Leading by example or “role modelling” – frequently used in order to enhance the followers’ motivation, especially if the desired behaviour cannot be enforced by other means like rewards or penalties. 
Outline of the experiment:

· A simple team cooperation dilemma in which complete free riding is a dominant strategy, but the total surplus would be maximised if all players contribute their whole endowment

· Leading by example is implemented as a sequential decision making process (leaders decide first on their contribution to the team project, his decision is then conveyed to the followers who decide privately on their contribution)

Main objective of the experiments is to examine:

1. Whether a leader effect can be observed

2. Whether it positively affects the behaviour of the leader and subjects in the leader role raise their level of cooperation

3. Whether the presence of a leader enhances efficiency and groups with a leader achieve higher cooperation rates

Design of the experiment
· Each of the 4 team members has to decide on how many out of 20 tokens to keep and how many tokens to contribute to team project

· The size of the team project is the sum of all contributions to it

· Regardless of what the other group members contribute, every individual is better off by keeping all tokens for himself = therefore, the only Nash equilibrium is full free riding
Treatment variations - three categories of treatments:
Treatment 0 (control group)

· groups with a leader play a one shot game

· groups without a leader play simultaneously 

=> Since the experiment is just played once, there is no reason for the followers not to free ride if they want to maximise their payoffs; the leader, anticipating that, has as well no reason to contribute.

Treatments 1and 2
· Treatment 1 – subjects who were to become leaders were chosen randomly before the first period started, and then the group played a 10 period team game
· Treatment 2 – subjects first played a no-leader game (10 periods) and then a leader sequence (10 periods). The leaders were subsequently chosen according to their contribution in the first sequence. Therefore, before period 11 started, subjects with either the highest or the lowest average contribution in their group in the previous periods were assigned to the leader role.

Treatments 3 and 4 
– The same procedure as in treatment 2, but with increased gains from cooperation.
The results
1. Leading by example in a one-shot experiment

· Overall, the leaders contributed on average more than their followers and control subjects (those without a leader)

· The more the leaders contributed, the higher were the followers’ contributions

· Interestingly, in some groups the followers contributed on average more than the leader

· However, from the additional calculations it follows that the average leader would have been better off if he/she contributed 0 tokens to the team project (their boldness did not get them more earnings)

2. Treatment 1

· Leaders contributed more than subjects in the control groups and more than their followers

· The presence of a leader seems not to have mattered much: strange, given the correlation of leader and follower contributions that was observed in the one-shot experiment
· Testing the argument about leader quality -> treatment 2
3. Treatment 2
· The subjects with the highest contribution: Pro social types
· The subjects with the lowest contribution: Free rider types
· Free riders (in the role of leaders) increased their contribution by 114% (compared to the first sequence where they were not leaders)

· Pro social types, however, don’t change much their behaviour substantially once they become leaders

· Overall, on average pro social types contributed more than free riders, but their average contributions are not significantly different from the contributions of randomly selected leaders => there is no evidence for the existence of “good” and “bad” leaders
4. Treatments 3 and 4 – the impact of the increased gains
· Leaders contribute more than the followers(significantly) and the subjects in the control groups (insignificantly more)

· However, the difference in contributions of leaders and followers is clearly diminished no

· When pro social types and free riders become leaders – pro socials do not change their contributions significantly, while free riders significantly increase their contributions

· Overall, it is shown that increased gains from cooperation exert a strong influence on the overall level of cooperation (the overall contributions are higher on average)

=> The leadership problem is reduced if the gains from cooperation increase (possible explanation: impact of the presence of a leader on overall cooperation levels)
Conclusion

· The results showed that leading by example, in the sense of positively correlated leader and follower contributions, is present in all repeated team games.

· Although, on average, the followers will follow the leader’s example and increase their contribution, they do so only half-heartedly, in particular, in team games with low gains from cooperation.
· Given this situation, however, on average, it pays to be bold and contribute high amounts.

