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Sample Instructions (1st Price Auction; Money-Time order)



Introduction & Overview

Thank you for agreeing to participate in this experiment. This is an experiment on decision making. During the experiment we require your complete, undistracted attention and ask that you follow instructions carefully. Please turn off your cell phones and any other electronic devices that may be a distraction to you or the other participants. Do not open other applications on your computer, chat with other students, or engage in other distracting activities, such as reading books, doing homework, etc. You will be paid for your participation. Different participants may earn different amounts.

The entire experiment will take place through computer terminals, and all interaction between you will take place through the computers. For each part of the session, every participant must submit their responses before we can move on to the next part, so there will often be short delays after you submit your response, and you will have to wait until everyone has finished submitting their responses before moving on to the next part. These delays are normal and insure that everyone is simultaneously involved in every part of the session. You should not feel rushed to provide your responses. Neither your responses nor the time it takes you to respond will ever be revealed to the other participants. It is important that you not talk or in any way try to communicate with other participants during the experiment. We will start with a brief instruction period, in which the basic concepts of the experiment will be explained. Later, you will be given a complete and detailed description of the experiment. If you have any questions during the instructions, raise your hand and I will answer your question. If any difficulties arise after the experiment has begun, raise your hand, and I will assist you privately. After each set of instructions, there will be a short comprehension quiz. All questions on the quiz must be answered correctly before continuing to the paid session. At the end of the paid session, everyone will be paid in private and you are under no obligation to tell others how much you earned. The results of the experiment will not be announced at any point in the study, so most participants will only know their own responses and the outcome of the experiment for them. This is done to maintain the anonymity of each person’s responses.

----------------------------------------------------NEXT PAGE------------------------------------------------------------

The Sealed-Bid Single-Round Auction

We begin by explaining the general concepts and rules of the experiment. Your final compensation is determined by the decisions that you make in this experiment, and understanding these concepts and rules will help you make informed choices, so please be attentive.

You will participate in a sealed-bid2 single-round3 auction1. Let’s define each of these features separately:

(1) Auction: An auction is the process of selling a good by having interested parties (the bidders) submit bids to purchase the good. Once the bids have been submitted, the party selling the good (the auctioneer) determines the highest bid and sells the good to that bidder.

(2) Sealed-Bid: In a sealed-bid auction, each bidder submits a “secret” bid to the auctioneer. In other words, bids are kept anonymous, except to the auctioneer, who knows all the bids. Therefore, bidders do not know what other participants are bidding; they only know their own bid. In this type of auction, all bidders simultaneously submit bids so that no bidder knows the bid of any other participant.

(3) Single-Round: This type of auction is executed in a single round of communication between the bidders and the auctioneer. Bidders can only submit one bid. This bid is their final bid. There are no opportunities to subsequently alter one’s bid once the bid has been submitted. 

To summarize, a sealed-bid single-round auction is an auction where each bidder submits a single bid without knowing what others bid. The highest bidder obtains the good, and pays the price that he/she bid for it.

Are there any questions before we begin? If there are any problems or questions from this point on, raise your hand and an experimenter will come and assist you.

----------------------------------------------------NEXT PAGE------------------------------------------------------------

In this study, you will participate in 16 auctions: 8 auctions of one type, followed by 8 auctions of another type. At the end of the session, one of these 16 auctions will be chosen at random and the outcome of the selected auction will determine everyone’s payoffs. The result of the bidding process for the randomly selected auction will be calculated by the computer (based on the bids that everyone submitted). The other auctions will not contribute to final payoffs. However, since the auction that determines your final payoff will be chosen at random, the optimal strategy is to approach each auction as if it (i) involves real payoffs and (ii) is the only auction you are participating in.

No information concerning others’ bids or auction outcomes will be revealed to you at any point during the experiment or after the session ends. Each individual participant will only know what he or she bid.

At the end of the session, each person will receive a sealed envelope. The bidder who obtained the prize for the randomly selected auction will receive an envelope containing instructions indicating the prize amount and explaining when and how he or she will receive this cash prize. Everyone else’s envelope will contain $10 in cash.

We now turn to the specific auctions you will be participating in. 

----------------------------------------------------NEXT PAGE------------------------------------------------------------

AUCTION (M) 

You are going to participate in a set of sealed-bid, single-round auctions with all the other participants in the room. In each auction, the prize being auctioned is an amount of money that will be determined by your bids. Furthermore, this prize will be given, not at the end of the auction, but after a delay period indicated by the computer. The length of this delay will differ for each auction and will be revealed before bidding. This is not a standard auction, however. In this auction, the bidder with the lowest bid will receive the prize. You will bid “future payoff”: the amount of money you would be willing to receive after the delay period. 

If one of these auctions is randomly selected, then final payoffs will be determined as follows:
All participants who bid higher than the lowest bid will receive $10 at the end of today's session. Only the lowest bidder –the person who is willing to receive the smallest amount of money at the end of the delay period rather than receive the $10 immediately– will, instead of the $10, receive an amount of money equal to her/his bid after the delay period expires. This person receives no payoff today and will instead be sent a check for an amount equal to her/his bid at the end of the delay period for this auction.

In the unlikely event of a tie for lowest bidder, one of the lowest bidders will be randomly selected to receive the later prize. The other lowest bidders who tied with this person will receive $10 in cash at the end of the session. 

This is a sealed-bid auction, which means that each person's bid is submitted privately and will remain anonymous. Please do not communicate with other participants during the experiment. 

A short comprehension quiz will follow immediately after these instructions to test your understanding of the rules governing this auction. All questions on the quiz must be answered correctly to move on. However, you may rely on the printed instructions for this quiz.

----------------------------------------------------NEXT PAGE------------------------------------------------------------

AUCTION (M) 

Please look at your computer screen…
This is what the bidding screen will look like for each auction in the first set. Once you have decided on your bid, please enter it into the white box in $XX.YY format: XX dollars and YY cents and press submit. You will only be able to submit a single bid for each auction –these are one-round auctions. Once your bid is submitted, you will not be allowed to change it for that auction.

Remember, if one of these auctions is randomly selected to determine final payoffs and you are the lowest bidder, then you will not receive any payoff today.  Instead you will receive your payoff (equal to your bid) at a later date, after the delay for that auction expires. If you are not the lowest bidder, then you will receive $10 at the end of the session.

Please take a minute to carefully review the bullet points on the overhead slide before you start submitting your bids.  Also, pay attention to the delay period for each auction, as these will differ across auctions.


AUCTION (T)

This is the final set of auctions –after these auctions are completed, the experiment will be finished and you will receive your sealed envelope before leaving. 

In this second part, you are going to participate in a set of sealed-bid, single-round auctions with all the other participants in the room. In each auction, the prize being auctioned is an amount of money indicated by the computer. Furthermore, this prize will be given, not at the end of the auction, but after a delay period determined by your bids. The size of this monetary prize will differ for each auction and will be revealed before bidding. This is not a standard auction, however. Instead of bidding money, you will bid the amount of time you would be willing to wait to receive the monetary prize. 

If one of these auctions is randomly selected, then final payoffs will be determined as follows:
All participants who bid lower than the highest bid will receive $10 at the end of today's session. Only the highest bidder –the person who bids to wait the longest to receive the monetary prize rather than receive the $10 immediately– will, instead of the $10, receive the monetary prize after a period of time equal to her/his bid. This person receives no payoff today and will instead be sent a check for an amount equal to the payoff for this auction at the end of the delay period that he/she bid.

In the unlikely event of a tie for highest bidder, one of the highest bidders will be randomly selected to receive the later prize. The other highest bidders who tied with this person will receive $10 in cash at the end of the session.

This is a sealed-bid auction, which means that each person's bid is submitted privately and will remain anonymous. Please do not communicate with other participants during the experiment. 

A short comprehension quiz will follow immediately after these instructions to test your understanding of the rules governing this auction. All questions on the quiz must be answered correctly to move on. However, you may rely on the printed instructions for this quiz.

----------------------------------------------------NEXT PAGE------------------------------------------------------------

AUCTION (T)

Please look at your computer screen…
This is what the bidding screen will look like for each auction in the second set. Once you have decided on the amount of time you want to bid, please enter it into corresponding boxes and press submit. You may use any combination of the boxes to place your bid. The only restriction is that you use at least one of the boxes to submit your bid. However, which box or boxes you choose to use and how many boxes you choose to fill-in is up to you. You will only be able to submit a single bid for each auction –these are one-round auctions. Once your bid is submitted, you will not be allowed to change it for that auction.

Remember, if one of these auctions is randomly selected to determine final payoffs and you are the highest bidder, then you will not receive any payoff today.  Instead you will receive the later payoff for that auction at a later date, after the delay (equal to your bid) expires. If you are not the highest bidder, then you will receive $10 at the end of the session.

Please take a minute to carefully review the bullet points on the overhead slide before you start submitting your bids.  Also, pay attention to the delayed payoff for each auction, as these will differ across auctions.


Sample Screenshots
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Money bid sample screenshot for first-price auction

Note: In this example, the delay is set to three months (90 days).
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Time bid sample screenshot for first-price auction

Note: In this example, the delayed payoff is set to $30.




Auction Agreement Form


Auctions with Delayed Payoffs

For the participant:

I understand that, depending on my decisions in this study, I might not receive compensation at the end of today’s session and, instead, I might receive compensation at a later date.  

I understand that, should I receive compensation at a later date, this compensation will be determined by the rules of the experiment and/or by my decisions.

I understand that, should I receive compensation at a later date, the delay till my payment will be determined by the rules of the experiment and/or by my decisions.

I understand that, the amounts in question are real sums of money and that I will not be able to receive an amount other than the one I’ve obtained through my decisions and/or the rules of the experiment.

I understand that, the delay periods in question are real lengths of time and that I will not be able to receive my payoff sooner than what I agree to wait and/or sooner than the period determined by the rules of the experiment.

I hereby agree to these conditions.  
______________________________________

Signature

______________________________________

Date


For the experimenter:

I understand that, some participants will not receive compensation at the end of today’s session, and instead will receive compensation at a later date.  

I agree to, pay these participants at the later date, no matter what the date and no matter what the amount. Payments will be made either by cash (in person) after the delay period expires or via bank-ordered checks delivered only after the delay period expires.

I understand that, for participants receiving payments at the later date, the payment amount and/or the date of the payment will be determined by the participants’ decisions and/or the rules of the experiment. I agree to pay the proper amount at the proper date, regardless of the amount or date.

I hereby agree to these conditions.
______________________________________

Signature

______________________________________

Date
[bookmark: _GoBack]

Hypothetical Matching Survey Instructions (Money-Time order)

Consider the following pairs of hypothetical payment options, in which one option offers you a payment now (option A) and the other offers you a payment after a delay period (option B).  For each pair of options, please indicate the smallest amount of money for which you would accept to wait the option B delay period rather than receive the option A payment now.  In other words, please fill-in the blanks with payment amounts that would make you indifferent between choosing option A and option B.

	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 1 day


	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 3 months


	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 3 days


	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 1 week


	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 1 year


	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 6 months


	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 1 month


	
Option A:			vs.		Option B:
You receive $10 now				You receive $ ____________ in 2 weeks






----------------------------------------------------NEXT PAGE------------------------------------------------------------


Consider the following pairs of hypothetical payment options, in which one option offers you a payment now (option A) and the other offers you a payment after a delay period (option B).  For each pair of options, please indicate the longest amount of time you would be willing to wait to receive the option B payment rather than receive the option A payment now.  In other words, please fill-in the blanks with waiting times that would make you indifferent between choosing option A and option B.  You may use any combination of the time units provided (days, weeks, months, years) to respond.  The only restriction is that you use at least one of these units of time.  However, which unit or units you choose to use and how many units you choose to use are both up to you.

	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $100 in
                                                                                                                            _____ months    _____ days


	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $15 in
                                                                                                                            _____ months    _____ days


	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $25 in
                                                                                                                            _____ months    _____ days


	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $50 in
                                                                                                                            _____ months    _____ days


	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $20 in
                                                                                                                            _____ months    _____ days


	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $90 in
                                                                                                                            _____ months    _____ days


	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $30 in
                                                                                                                            _____ months    _____ days


	
Option A:			vs.		Option B:                      _____ years       _____ weeks
You receive $10 now				You receive $75 in
                                                                                                                            _____ months    _____ days
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Lowest Bidder receives $(Her/His bid) in Three Months.
Al other bidders receive $10.00 at the end of this session.

There are 15 bidders in this auction.
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Highest Bidder receives $30.00 after a delay equal to (HerlHis bid).

All other bidders receive $10.00 at the end of this session.

There are 15 bidders in this auction.
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