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GENERAL

This is an experiment in the economics of decision making.  The instructions are simple and if you follow them carefully and make good decisions you will earn money that will be paid to you in cash.  

The currency in these markets is francs.  Each franc is worth 25 cents ($0.25) to you at the end of the experiment.  

In this set of experiments you will have the chance to purchase a good that has a value in francs.  The value of the good at the beginning of each round will be unknown to you and to the experimenters.  The value is determined by a draw of a bingo ball from the cage at the front of the room.  Before the session begins, one of you will have an opportunity to examine the bingo balls.  

You will receive a record keeping sheet. Please print your name on the sheet in the upper right corner in the space provided. You will each start with a balance of 100 francs.  If this number is not recorded on the record sheet on your table please take a moment to write it in the upper right where it says Beginning Balance.  If it is there already, please take a moment to look at this sheet. 

At the start of each round you will receive a response sheet.  Please write your name on it. On the response sheet you will also see the price for the good this round.  It is in the upper right-hand corner across from your subject number.  Remember that this the franc price for the good and at the end of the experiment we will use the conversion rate above to figure your dollar total.  

After this you will be asked to indicate on your response sheet if you wish to purchase the good.  By circling YES you say that you want to buy the good at the price in the right-hand corner.  If you circle NO you are saying do not want to buy the good at this time.  Once everyone has circled either YES or NO (you must circle one or the other) we will collect all the response sheets.  

After we have recorded who has decided to purchase the good we will reveal the number on the bingo ball drawn earlier and indicate the exact value of the good.  The ball will then be replaced in the cage.

The value less the price you paid will be your net earnings for that round.  So, for example, if the value drawn in the bingo cage is 8 francs and you had agreed to pay 2 for the good you will have net earnings of 6 francs for that round.  Note also, it may be possible to lose money.  If you indicate that you will purchase the good for 8 francs, and the value drawn is 2 you will have a net loss of 6 francs.

If you decided not to purchase the good that round you will see zeros in all these spaces and you will have no net earnings for that round.  However, whether you gain or lose in any given round you will leave the room with more than you entered.

In any case, record the numbers in the matching spaces on your record sheet for that round so that you can keep a running total of your earnings in this session.  At this time you will not be using the column marked OTHER.  Please do not put anything in here for the time being.

Once everyone has received their response sheets and has had a chance to record the information on their record keeping sheets, new response sheets will be handed out showing the price of the good for the next round.  Then a new bingo ball will be drawn, and we will continue as before.

When the experiment has ended, please total your francs on hand and subtract it from your initial 100 franc balance. Your net balance (your earnings) will be multiplied by $ .25 and you will be paid in cash by the controller.

If you have questions at any point in the experiment please raise your hand and we will answer it.  We will also check to make sure that you are not having trouble filling out your record sheets.  

It is important that you do not talk to or otherwise communicate with the other people in the room.  This includes showing signs of joy (or disgust) when the value of the good is revealed.  

When you have finished reading these instructions please place them face down in front of you.  When everyone has finished we will go over them again to make sure everyone understands the procedures and answer any questions.

Thank you for your participation.

Additional Instructions for Buyers [UNCERTAIN] 

In this part of the session we will use the same general procedures that have been used to this point.  That is, at the beginning of each round you will receive a response sheet that will show the price of the good for sale that round.  Again, we will draw a bingo ball from the cage to determine the good’s value.  

However, before you mark your response sheet you will have a chance to purchase information about the ball drawn from the bingo cage.  An information sheet will be passed out.  As with the response sheet the upper left-hand corner will have your subject number.  The upper right-hand corner will tell you the price of the information. 

The information you purchase will be accurate 80% of the time (e.g. you will be told the exact value of the bingo ball) and 20% of the time it will be the ball’s minimum value (e.g. the exact value will be the value reported or higher than the value reported).  It is then up to you decide if you want to purchase the information by circling either YES (I will pay for the information), or NO (I do not want to pay for the information).  

After all the information sheets have been collected the information about the draw will be put on the sheets of those who purchased it, and all the sheets will be returned.   Please do not share this information with anyone else. If you purchased the information please mark its cost down in the OTHER column in your record-keeping sheet.  

Once everyone has looked at any information that they purchased please fill out your response sheet as to whether you want to purchase the good.  Whether you have or haven’t bought information you can buy, or not buy the good at this point.  

The sheets will be collected, the value of the good will be revealed to everyone, and the response sheets will be passed back to be recorded by you just as before.  

So, the experiments are basically as they have been but we are offering you a chance each time to purchase information about the value of the good.

As before, when you have finished reading the instructions please put them face down in front of you.  When everyone has finished we will go over them together and answer all questions.

Again thank you for you participation.

Additional Instructions [CERTAIN]

In this part of the session we will use the same general procedures that have been used to this point.  That is, at the beginning of each round you will receive an information-response sheet that will show the price of the good for sale that round.  Again, we will draw a bingo ball from the cage to determine the good’s value.  

However, before you mark your response sheet you will have a chance to purchase information about the ball drawn from the bingo cage.  As with the previous response sheet the upper left-hand corner will have your subject number.  The upper right-hand corner will tell you the price of the information. 

The information you purchase will be accurate 100% of the time (e.g. you will be told the exact value of the bingo ball).  It is then up to you decide if you want to purchase the information by circling either YES (I will pay for the information), or NO (I do not want to pay for the information).  

After all the information sheets have been collected the information about the draw will be put on the sheets of those who purchased it, and all the sheets will be returned.   Please do not share this information with anyone else. If you purchased the information please mark its cost down in the OTHER column in your record-keeping sheet.  

Once everyone has looked at any information that they purchased, please fill out the response section indicating if you want to purchase the good.  Whether you have or haven’t bought information you can buy, or not buy the good at this point.  

The sheets will be collected, the value of the good will be revealed to everyone, and the information-response sheets will be passed back to be recorded by you just as before.  

So, the experiments are basically as they have been but we are offering you a chance each time to purchase information about the value of the good.

As before, when you have finished reading the instructions please put them face down in front of you.  When everyone has finished we will go over them together and answer all questions.

Again thank you for you participation.
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