Appendix D: Experimental Instructions

Note: Intermediate instructions screens are omitted.
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Thank you for participating in this study.

This is a study in the economics of decision making. If you follow the instructions carefully, you may earn money. You will be paid your show-up fee and your earnings privately via Venmo after the experiment. The amount of your
earnings depends on the decisions you make, the decisions other participants make, and some random factors

Please do not communicate with other participants in any form during the experiment.

If you have questions during the experiment, please send a private message to the experimenter on Zoom.

Introduction 2/2

In today's experiment. you wil be a participant in a market in a sequence of periods. There are 4 sellers and 4 buyers, and you will be randomly assigned a role. Once you have been assigned your role, you will remain a seller o a
buyer throughout all periods.

On the next screen you will learn whether you are a seller or a buyer, what kinds of decisions you need to make and how you can earn money.
During the experiment, all eamings will be in the unit of ECUs (Experimental Currency Units), which will be converted to US dollars at the end of the experiment (300 ECUs = 51).

You will play a multiple-period game. The game will be repeated for 60 periods for sure, and then starting from Period 61, a virtual die will be rolled at the end of each period. With a probability of 80%, the game will continue to the
next period. With a probability of 10%, the game will end. Therefore, you only know that the game will 1ast for at least 60 periods, bt you will not know exactly when the game ends.

At the end of the session, you will receive the sum of earnings in all periods. Your earnings are based on your decisions and the decisions of others. How your earnings will be calculated will be explained in the following screens.
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Please choose which solution type you will use, if the buyer has a major problem:
@ High-cost solution
(OLow-cost solution

Please choose which solution type you will use, if the buyer has a minor problem:
High-cost solution
(O Low-cost solution

Please choose which solution type you will use, if the buyer has a major problem:
(@ High-cost solution
OLow-cost solution

Please choose which solution type you will use, if the buyer has a minor problem:
(OHigh-cost solution
@ Low-cost solution

| Please choose which solution type you will use, if the buyer has a major problem:
(OHigh-cost solution
(@ Low-cost solution

Please choose which solution type you will use, if the buyer has a minor problem:
(@ High-cost solution
(O Low-cost solution

Please choose which solution type you will use, if the buyer has a major problem:
(OHigh-cost solution
(@ Low-cost solution

Please choose which solution type you will use, if the buyer has a minor problem:
OHigh-cost solution
@Low-cost solution
















Major problem (20% occurrence) | Minor problem (80% occurrence)
High-cost solution 87.5% Solved 100% Solved

12.5% Not Solved 0% Not Solved

Low-cost solution 12.5% Solved 87.5% Solved

87.5% Not Solved 12.5% Solved




Please choose which solution type you will use, if the buyer has a major problem:

(OHigh-cost solution

(@ Low-cost solution Final profit in each scenario
Please choose which solution type you will use, if the buyer has a minor problem: Computer

(@ High-cost solution

(OLow-cost solution

Please choose from the following two options, if the seller chooses the low-cost
solution and your solution is NOT solved:

Demand: “The seller should compensate me!”
Not Demand: “I do not ask the seller to compensate me.”




Please choose which solution type you will use, if the buyer has a major problem:
OHigh-cost solution
@ Low-cost solution

Please choose which solution type you will use, if the buyer has a minor problem:
(OHigh-cost solution
@ Low-cost solution

Please choose from the following two options, if the seller chooses the low-cost
solution and your solution is NOT solved:

(O Demand: “The seller should compensate me!”
@ Not Demand: “I do not ask the seller to compensate me.”
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Please choose from the following two options, if the seller chooses the low-cost
solution and your problem is NOT solved:

Demand: “The seller should compensate me!”
Not Demand: “I do not ask the seller to compensate me.”

Scenario B:
Suppose all sellers in the  choose the following decision plan in each period: St all sellers in the market cf owing decision plan:
Please choose which solution type you will use, if the buyer has a major problem: Please choose which solution type you will use, if the buyer has a major problem:
(@ High-cost solution (@ High-cost solution
(O Low-cost solution (O Low-cost solution
Please choose which solution type you will use, if the buyer has a minor problem: Please choose which solution type you will use, if the buyer has a minor problem:
@ High-cost solution O High-cost solution
(O Low-cost solution (@ Low-cost solution
DTS e ke ) . S

Please choose from the following two options, if the seller chooses the low-cost
solution and your problem is NOT solved:

Demand: “The seller should compensate me!”
Not Demand: “I do not ask the seller to compensate me.”

‘ ‘Question 1A: In Scenario A , how much

1. total expected pro )5S €
(which can be found from the table on the right).

2. Feel free to use the calculator below if needed.

Calculator
e o

d profit can each am across 60 periods? [ | Question 1B: In Scenario B , how much total orofit can each seller eriods? [ | ‘
‘ Question 2A: In $ io A, how much total exp ch buyer 60 periods? - Question 2B: In Scenario B , how much total expected profit can each buyer ear across 60 periods? - ‘
Hints:

| Seller’s decision plan
Iimj-rm T igh-cost | ‘Low-cost | If Maj Low-cost
| If Minor If Minor then Low-cost | If Minor then Low-cost | If Minor then High-cost |
Seller’s
¥ 40 2 6 14
Demang | a1 PrOfit
Buyer’s expeted 37 63 75.5 495
yer final profit
decision et
Blas expected 40 48 50 42
Not [ final profit
Demand | Buyer's
expected 37 49 37 25
final profic
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Final profit in each scenario







