Appendix B: Experimental Instructions

Welcome to the experiment

You are participating in a study about economic behavior. During the experiment, you and other participants will be asked to make decisions. You can eam money from the study. The amount you will eam depends on your decisions,
the other participants' decisions, and some random factors. At the end of the experiment, your earnings will be paid to you privately in cash. During the experiment, all amounts will be stated in experimental currency units (ECU) and wil
be converted into US dollars at the end (2 ECUs = 1 USD)

Please read the following instructions carefully. Should you have any question, please raise your hand. Please do not communicate with any other participant

Multiple-round game and participants’ roles

The experiment consists of 20 rounds. There are two roles: sellers and buyers. Each participant will be randomly assigned a role. Everyone's role will remain the same throughout the experiment. This means that, for example, if you are a
seller in Round 1, then you will remain a seller in all remaining rounds, or if you are a buyer in Round 1, then you will remain a buyer in all remaining rounds.

There are 6 sellers and 6 buyers in today’s experiment session.

Each seller and buyer will also be randomly assigned an ID number at the beginning of each round. Please note that this ID number will be reshuffled after each round. This means that if you are Seller 1 in Round 1, then you might be
Seler 1, Seller 2, Seller 3, Seller 4, Seller 5 or Seller & in Round 2, and so on. If you are Buyer 1 in Round 1, then you might be Buyer 1, Buyer 2, Buyer 3, Buyer 4, Buyer 5 or Buyer 6 in Round 2, and so on

Atthe end of the experiment, the computer randomly chooses your payoff from one round to determine your payment.

Atthe end of Round 20, you will be asked to answer several survey questions about the experiment. You will be paid 2 ECUs for answering those survey questions.



Your role

You are & buyer

SellersMayApply

Each round has 3 stages

In each round, sellers offer products to buyars. at a cartain price and With a certain level of quality. Buyers decids whether 1o purchase a product and, if so, from which saller 1o purchase a product

Each round consists of 3 stages. The following screens will explain what each seller and buyer need 1o do in each slage.

Round 1 Round 2 Round 20

Stage 1 Stage2 Stage3 Stagel Stage?2 Stage3 Stage1 Stage2 Stage3




RandomTesting

Each round has 2 stages

In each round, sellers offer products to buyars. at a cartain price and With a certain level of quality. Buyers decids whether 1o purchase a product and, if so, from which saller 1o purchase a product

Each round consists of 2 stages. The following screens will explain whet each seller and buyer need to do in each stage.

Round 1 Round 2 Round 20

Stage 1 Stage 2 Stage 1 Stage 2 Stage 1 Stage 2

Stage 1 |
Sellers make dec
| [ J l

Stage 1: Each seller sets quality and price of his/her product

In Stage 1 of each round, each seller indvidually determines the quality and price of his/her product
The quality each seller can set for his/her product can be 1, 2 or 3. The larger the number is, the higher the quality

Each seller can set @ non-negative price for histher product

The number of products a seller sells is aqual to how many buyers decide to purchase from this seller (which we will explain in Staga 3)

Each seler needs 1o pay a cost per product sold. The cost per product sold is only determined by the quality. The relationship between the cost per product sold and quality can be expressed as below (you can only see (he
Tollowing formula if you are a sefier)

Cost per product soid = Quality x Quality

In other words:

1, then Cost per product sold = 1
2. then Cost per product sold = 4
- If Quality = 3. then Cost per product sold = 9

Please note that the quality and price each seller sets in & certain round apply (o every product heishe sells in this round. In ofher words, & seller cannot set different qualities and/or different prices for different products sod in the
same round
In Stage 1, buyers will see a biank waiting sereen and cannot see any seller's quality or price -



Stage 1

RandomTesting|
Sellers make decisions

Stage 1: Each seller sets quality and price of his/her product

In Stage 1 of each round, each seller individually determines the quality and price of his/her product
The quality each seller can set for his/her product can be 1, 2 or 3. The larger the number is, the higher the quality

Each seller can set a non-negative price for his/her product

The number of products a seller sells is equal to how many buyers decide to purchase from this seller (which we will explain in Stage 2).

Each seller needs to pay a cost per product sold. The cost per product sold is only determined by the quality. The relationship befween the cost per product sold and quality can be expressed as below (you can only see the
following formula if you are a seller)

Cost per product sold = Quality x Quality

In other words:
- If Quality = 1, then Cost per product sold = 1
- If Quality = 2, then Cost per product sold = 4
- If Quality = 3, then Cost per product sold = 9

Please note that the quality and price each seller sets in a certain round apply to every product he/she sels in this round. In other words, a seller cannot set different qualities and/or different prices for different products sold in the
same roun

In Stage 1, buyers will see a blank waiting screen and cannot see any seller's quality or price

Stage 1

RandomTesting|

Praduct quality testing

Stage 1: The quality testing organization randomly reveals the qualities of 2 sellers’ products

After all sellers have decided the quality and price o their prociucts, a quallty testing organization wil randomly select 2 sellers' products, among al & sellers' praducts, to reveal the qualities of these 2 sellers’ products to buyers in
Stage 2. The quality testing organization s simulated by the computer in today’s experiment.

The qualities of the other 4 sellers' products, which are nof randomly selected by the quality testing organization, will be hidden from buyers in Stage 2



[
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Stage 2

Sellers make
decisions

Stage 2: Each seller decides whether to apply for quality testing

After all sellers have decided the qualities and prices of their products, all sellers will move on to Stage 2.

In Stage 2, each seller can see the quality and price of all 6 sellers.

Each seller needs to decide whether to apply for quality testing conducted by a quality testing organization. In this experiment, this quality testing organization is simulated by the computer. After al sellers submit their decisions of

whether to apply for quality testing, the quality testing organi;

ition will select at most 2 sellers’ products to reveal their qualities to buyers in Stage 3.
The qualities of products of all sellers NOT revealed by the quality testing organization will be hidden to buyers in Stage 3

In Stage 2, each seller needs to decide
- Whether to apply for quality testing

- If he/she applies for quality testing, he/she is required to report the quality of his/her product to the quality testing organization. This reported quality can be true or false.

Each seller who chooses to apply for quality testing is required fo pay an application deposit of 0.1 ECUs. Each seller whose product meets certain criteria, which we will explain later, will be returned the application deposit at the end

of Stage 2.
Al buyers will continue seeing a blank waiting screen and cannot see any seller's quality or price in Stage 2.

The next screen will explain how the quality testing organization selects and reveals the true qualities of at most 2 sellers’ products.

Stage 2

[
SellersMayApply Product quality testing

Algorithm Step 1

Stage 2: The quality testing organization reveals the qualities of at most 2 sellers’ products

After all sellers decide whether ta apply for quality tasting and report the qualities of their products (if applying), the g
in Stage 3. Below are the steps of this algorithm:

+ Algorithm Step 1° Among all applying products, the quality testing organization seiects products which meet ALL of the following 3 criteria info a candidate

pool
= (Criterion 1); s reported quality should be 2 or 3.
. (Cnmmn 2); lis price should the lowest among all applying products wilh the same reported qu

ality.
» (Criterion 3): If its reported quality is 2, its price should be lower (han the lowest price ameng all applying products with reported quality 3. If its

npumd cxialy bl tlton S et el

The quality it (0.1 EGUS) to all appiying sellers whose products are selectsd into the candidate pool

ifany The lnﬂlk::hun deposits wll\ NOT ba retumned (o applying sellers whose products are NOT selected into the candidate pool

testing organization will use an algonihm fo select at most 2 selers’ products o reveal iheir qualities o buyers
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Algorithm Step 1

Example 1:

Algorithm Step 1. Among all applying products, the quality testing organization selects products which meet ALL of the following 3 criteria info & candidate

pool:
{Criterion 1): Its reported quality should be 2 or 3

en Criterion 3 is always sal

Stage 2
Product quality testing

{Criterion 2): s price should fhe lowest among all appiying products with the same reported quality.
[Cﬁteﬂm‘ a rr ils reported quality is 2. ils pdo: s.mu b lower than the lowes price amang all applying products with reported quality 3. If ils

53,
The GHIIIW h!ﬂnn organization returns the lDDlil:IHnrl duw-ll (0.1 ECUs) o all applying sellers whose products are selected into the candidate pool,
if any. The application deposits will NOT b retumed to applying sellers whese products are NOT selected info the candidate pool

Suppase 5 sellers apply for quanry testing (Seller F decides not to apply). The reported qualities and prices of

these 5 products are as folf
Supposs pt < p2 < p3 <p4<p5

Product quality testing

According fo the algorithm, Sellers B and D's products will be seiecfed into the candidate pool

Sefler 65 product is selected because
- its reported qualtty is 2. Criterion 1 is satisfied

- s price is the lowest ameng all applying products with reported

2 Criterion 2 is salisfied

quality
- its price is lower than he fowest price among all applying products witl reported quality 3 (Sefler [¥'s

product). Criterion 3 1s satisfied.

Sefler D's product is sefected becauise:
- its reported qualty is 3. Criterion 1 is satisfied

- its price is the lowest among ail appiying products with reported quality 3 Criterion 2 15 satisfrod.

- Critarion 3 is also satisfied, because its reported quality 1s 3

Seller A's product is NOT sefected because its reported quality is 1 Criterion 1 is NOT safisfied.

Seller C's product is NOT selected becaise:

- ifs price is NOT the fowest among all applying products with the same reported quality (Sefler B's
product, which has the same reported quallty as Seller C's product, has a lower price than Seller C's

product) Criterion 2 is NOT satisfrod.

- its price is NOT lower than the lowest price among all applying products with reported quailty 3 (Seffer

D's product). Criterion 3 is NOT salisfied either.

Seller E's product is NOT sefected because its price is NOT the lowest among all applying products with the
same reported quality (Seller D's product, winch has the same reported quality as Seller E's product, has &

lower price than Seller E's product) Criterfon 2 is NOT safisfied

Sellers [ and D will be returned the appllcation depostt, while Sellers A, C, E will not (Seller £ did not apply

for quality festing, so there is no application deposit (o return)

+ Algorithm Step 1 Amona all applying products. the quality testing organization selects products which mest ALL of the following 3 criteria into & candidate
pook:

rted quality.
» (Criterion 3] If s reported quality is 2. ils price should be lower than the lowesl price among all applying products wilh reported quality 3. If s

The quality testing organization rstums the application deposit (0.1 ECUs) to all applying sellers whose products are selected into the candidate pool,

Aecording to the algorithm, Sellers B, C and D's products will be selected inlo the candidate pool

Price
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SellersMayApply
Algorithm Step 1
« (Criterion 1): lts reported quality should be 2 or 3
» [Criterion 2J: s price should he lowest among all applying products with the same repos
reported quality is 3. then Criterion 3 is always satisfied.
if any The application deposits will NOT be retumed to applying sellers whese products are NOT selacted info the candidate pool
Example 2:

Suppase 5 sellers apply for quanry testing (Selier F decides not to apply). The reported qualities and prices of
fows

these 5 products are as fol
Suppose p1 < p2 < p3 < pd.

SellerID | Price Reported

quality
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Reported
Quality

Sellers B and C's product sre selected because:
- Their reported quality is 2. Criterion 1 is salisfiod

- Their price is the lowest among ail appiying products with reperted quailty 2. Criterion 2 is salisfied
- Their price is lower than the jowest price among all applying products with reported quailty 3 (Sefler ['s

product). Criterion 3 s satisfiod.

Seller ['s product is selecled because:
- ifs reported quality 1s 3 Criterion 1 is salisfied

- ils price is the lowest ameong ail applying products with reported quality 3. Criterion 2 is satisffed.

- Criterion 3 is also satisfied, because ifs reported quality is 3

Seller A's product is NOT selected, because its reported quality is 1. Criterion 1 is NOT safisfied.

Seller E's product is NOT selected because its price is NOT the lowest among all applying products with the
same reported qualtty (Seller D's product, which has lhe same reported quallty s Seller E's product, has a

lower price than Seiler £'s product). Criterion 2 is NOT satisfied

Sellers 5, C and 0 will be returned the application deposit, while Sellsrs A or E wil not (Seller £ did ot

apply for quality testing, S0 there is o application deposit to retur).



Sllipaigol s
L G Product quality testing
Algorithm Step 1
« Algorithm Step 1. Among all applying products, the quality testing organization selects products which meet ALL of the following 3 criteria into & candidate
pool:
» (Criterion 1): s reported quality should be 2 or 3
»  [Criterion 21: s price should the lowest among all applying products with the same reported quality.
. [Cﬁteﬂnn 3)- If s reported quality is 2. s pdo: smu b lower than the lowes price amang all applying products with reported quality 3. If ils
uallty is 3, then Criterion 3 is always sa
T quallly ke Sabins lnnlinaﬂnrl dupo-u (0.1 ECUSs) o all applying sellers whose products ars selected info the candidate pool,
if any. The application deposits will NOT be refumed fo applying sollors whose products are NOT selected info fha candidate pool
According to the algorithm, Seller D's product wilf be sefected into the candidate pool
Example 3:
Suppase 4 sellers apply for qaanry testing (Seliers C and F decide ot to apply). The reported qualities and prices B S e
of these 4 products are as follow: - its reported quality is 3 Criterion 1 is satisfied
Suppase pt < p2 < p3 < p4 - its price is the lowest among all applying products with reported quality 3 Criterion 2 is salisfied
- Critsrion 3 is aiso satisfied, because ifs reported quaity 1s 3
Sefler A's product is NOT seected, because its reported quality is 1 Criterion 11 NOT salisfied
Price Sefler B's product is NOT selected, because its price is NOT lower than the Jowes! price among aif applying
products with reported quafity 3 (Seller D's product), Criterion 3 ts NOT satisfied.
SelleriD | Price Reported Sefler E's product is NOT selected because is price is NOT the lowest among all applying products wath the
quality same reported quality (Seller D's product, which has the same reported quality as Seller E's product, has a
lower price than Seller E's product). Criterlon 2 is NOT satisfied.
A =] 1 L -
B p2 2z
e QA Seller D will be returned the application deposit, while Sellers A, B or E will not (Sellers C and F did not
apply for qualty tosting, so there is no application depasit to return)
E p 3 p2|— ST o8
I 1 !
A 2 % Reported
Quality
f Stage 2
SellersMayApply

Product quality testing

Algorithm Step 2

Stage 2: The quality testing organization reveals the quality of at most 2 sellers' products

andi

: If more: than one product with reported quality 2 are in the candidate pool (these products should have the same price),

randomly salect 0no of them nlo the final testing pool. If hore i only one product with reported quality 2 in he candidate pool, select it inta the final
{osing paol. 1 hera 5 0 prouct wilh reported qulity 2 11 candidate pool, e s Algortm Step 2.1

+ (Algorithm Step 2.2): If moie than one product with reported quality 3 are in ll\e cand]dak pool (these products should have the same price),
randomiy select one of them into the final festing pool. If there is only one pr 3in pool, select it
msdng pooL (e 5 10 prodict it reporied quekty i 1 candicats pool msn siop Algorfthen Step 2.2
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Stage 2

Product quality testing

Algorithm Step 2

Example 2 (continued):

* (Algonithm Step 2:1): If more than one praduct with reported quality 2 are in Ihe candidate poel (INese producs SNould have the same price),
randomly select one of them info the final testing pool. If there is only one product with reported quality 2 in Iha candidate pool, select it into the final
testing pool. If there is no product with reported quality 2 in the candidate pool, then skip Algorithm Step 2.1

(Algorithm Step 2.2): If more than one produict with reported quality 3 are in the candidate pool (these pmmms should have the same price),
randomly select ane of them into the final testing pool. If thera is. only one product with reported quality 3 in the candidats pool, select it into the final
testing pool. If there is no product with reported quality 3 in the candidate pool, then skip Algorithm Step 2.2

Recall from the previous Example 2 that Seflers B, C and D's products have been selected into the candidate

pool.
Recail that p1 < p2.

There are more ihen one product with reported quality 2 in the canidate pool (Seilers B and C).
Therefore, each of Seller B and Sefler C's products will have & 50% chance to be sefected into the final
testing pool

There is anly ane product with reported quality 3 in the candidate pool (Seller D)
Therefore, Selier D's product must be selected info the final testing pool

Price In other words, there is a 50% chance that the final testing pool consists of Sellers 8 and D's products, and
there is a 50% chance that the final testing pool consists of Seflers C and D's preducts.

Seller ID

[
SellersMayApply
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Stage 2

Product quality testing

ithm Step 3

Stage 2: The quality testing organization reveals the quality of at most 2 sellers' products

final
esting pos eported qual o candids fgorithm
+1 Al Bty sl e i s at o st T vt abtioe wah prckics 31 Ihs final testing pool (i any)

« il & produicts true quality is Ihe same &s ils reported quality, the quality testing organization reveais 1o buyers the true quality of this product in

Ifa product's trus quality is NOT the same as its reportad quality, tho quality testing organization will NOT reveal th true quality of this product fo
huyels in Stage 3 (the true quality of this product will remain hidden, just ke any other product not selected inlo the final testing pool). This seller who
s found out o report a false quallty 15 requm Ko & B 4 r 10+ Price xNumber of Procucts Soid.

Algorithm Steg
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Stage 2

Product quality testing

Algorithm §

+ If a product's true quality is the same as its reported quality, the quality testing organization reveals 1o buyers the true quality of this product in

+ Ifa product's true quality is NOT the seme as ils reported quality. the quality testing organization will NOT reveal the true quality of this product o
buyers in Stage 3 (the true quality of this product will remain hidden, just like any other product not selected into the final testing pool). This seller who

« Algorithm Step 3 The quality testing organization (ests and finds out the true qualities of il products in the final testing pool (if any).
Stage 3.
is found out to report a false quality is required 1o pay  lying fes (= 10 + Price x Number of Products Sold)
Exampie 2 (continued):

Suppase that Salfers B and D's products have been selectad into the final testing pool. The quailty testing
organization will then test aid find out the true qualities of Seflers B and D's products.

Stppase the true quality of Sellr Bs product is 2, which is the same as its reported qualy
Suppose the true quality of Seller D's product is 2, which is DIFFERENT from 1ts reported quality (3)

In this case, the true quality of Seller Bs product will be revealed to buyers in Stage 3.

The true quality of Seller D's product wil be hidden in Stage 3. Seller D elso neads lo pay a lying fee for
reporting a false quality . The lying fee Seller D pays = 10 ECUs + p2 x Number of products Seller D selis.

The true quality of other sellers’ products (Sellers A, G, E and F) will aiso be hidden in Stage 3

Ploase nofa that the quality testing organization will only reveal true qualities but nover reported qualities of

Seller ID

Reported
quality

e products lo buyers in Stage 3.
p2
pl o5
1 Il 1
1 2 3
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Stage 2
Product quality testing

Algorithm Step 4

Stage 2: The quality testing organization reveals the quality of at most 2 sellers' products

ganization will NOT 1o

5 fou 0 5 ! ying =1 Frice ucts k
Algorithm Step 4 After Algorithm Step 3. if Ihe product testing organization has already tested 2 products in fotal, or it does not find any product with a
false reported quality in the current iteration, of all applying produicts have been lested, then finish the lgorithm Othemwise, return 1o Algorithm Step 1 1o
start & new ileralion of the algorithm with the qualities of al lested products updated (bul product(s) thal have been lested in the fist itesation will NOT be
selected inlo the candidate pool in the new ileration). If there are 2 products selected inlo the final testing pool in the new iteration, then randomly fest ona
product.



SellersMayApply

Seller's payoff

In each round, each seller’s payoff from this round is calculated as below.

Seller's payoff =
(Price - Cost per product sold) x Number of products sold - Application deposit paid (If relevant) + Application deposit returned (f relevant) - Lying fee paid (if relevant)

RandomTesting

Seller's payoff

In each round, each seller's payoff from this round is calculated as below.

Seller’s payoff =
(Price - Cost per product sold) x Number of products sold
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Stage 3: Buyers purchase a product from a seller

In Stage 3, each buyer can sea the prices of all G selers and the true qualities of at most two sellars revesled by the quality testing organization

Each buyer decides whether to purchase a product from a seller If 50, each buyer decides from which seller to purchase at most one product

Stage 3

Buyers make decisions

Each buyer's payoff in a round is determined by three factors. (1) the true quality of the product he/she purchases. (2) the price of the product, (3) the buyer's individual valuation of quality.

Different buyers value the quality of a product differently. Among all 6 buyers, thers are two types of buyers. The tabls below summarizes each buyer's individual valuation of quality:

Buyer ID Individual valuation of quality
Buyer 1 4
Buyer 2 4
Buyer 3 4
Buyer 4 &
Buyer § 8
Buyer 6 5

For example, if you ars Buysr 1 in a round, than your individual valuation of quality in this round wil be 4. If you are Buyer 4 in & round, then your individual valuation of quality il be 8 in this round

Recall that each buyer's 1D will be reshuffled in a new round. This means that your individual valuation of quality might also be reshuffled in a new round

L
RandomTesting. Stage 2

Buyers make decisions

Stage 2: Buyers purchase a product from a seller

In Stage 2, each buyer can see the prices of all 6 sellers and the qualities of two sellers revealed by the quality testing organization
Each buyer decides whether to purchase a product from a seller. If so, each buyer decides from which seller to purchase at most one product.
Each buyer's payoff in a round is determined by three factors: (1) the quality of the product he/she purchases; (2) the price of the product; (3) the buyer's individual valuation of quality.

Different buyers value the quality of a product differently. Among all 6 buyers, there are two types of buyers. The table below summarizes each buyer's individual valuation of quality

Buyer ID Individual valuation of quality
Buyer 1 4
Buyer 2 4
Buyer 3 4
Buyer 4 8
Buyer 5 8
Buyer 6 8

For example, if you are Buyer 1 in a round, then your individual valuation of quality in this round will be 4. If you are Buyer 4 in a round, then your individual valuation of quality will be 8 in this round.

Recall that each buyer’s 1D will be reshuffled in a new round. This means that your individual valuation of quality might also be reshuffled in a new round.



Buyer's payoff

In each round, if & buyer purchases a product, then hisier payoff in this round is calculated as below:

Buyer's payoff =
Individual valuation of quality x True quality of the product - Price of the product

If & buyer chooses not to purchase any product, then hisher payoff in this round s

Buyer's payoff =0

What buyers know about the cost per product sold

Recall that each seller needs to pay a cost for each product sold (which is called cost per product sold).
The formula of cost per product sold is not visible to buyers. However, the following information about the cost per product sold is provided to buyers:
« Cost per product sold is only determined by quality. The higher the quality, the higher the cost per product sold.

« Suppose that products with qualities 1, 2 and 3 all have  price equal to the corresponding cost per product sold (in other words, a product with quality 1 has a price equal to ihe cost per product sold of a quality 1
product, a product with quality 2 has a price equal to the cost per product sold of a quality 2 product, and a product with quality 3 has a price equal fo the cost per product sold of a quality 3 product), then:

« If you are a buyer whose individual valuation of quality is 4, then among all these three types of products, you get the highest payoff if you buy a product from a seller who offers a quality 2 product at a price equal to
the cost per product sold of a quality 2 product. This payoff is strictly greater than 0.

« If you are a buyer whose individual valuation of quality is 8, then among il these three types of products, you get the highest payoff if you buy a product from a seller who offers a quality 3 product at a price equal to
the cost per product sold of a quality 3 product. This payoff s strictly greater than 0.



Feedback at the end of each round

After all buyers make decisions in Stage 3, the computer wil calculate each seller's and buyer's payoff in the current round. Each seller and buyer will receve feedback about his/her payoff in the current round.

Summary of Instructions 1/3
Basic Info

* You are randomly assigned a role of seller or buyer, and your role remains the same throughout all rounds. Your sellerbuyer 10 1s also randomly assigned in each round and 1s reshuffied after each round
+ The experiment consists of 20 rounds. in each round, sellers sel products, and buyers buy products from the sellers or do not buy any product



Summary of Instructions 2/3

SellersMayApply
Procedures
Stage 1 Stage 2 Stage 3
Sellers Each seller decides | » Each saller sees (he qualities and prices of all 6 sallers' products. ‘Wailing for buyers to make decisions
the quality and | » Each seller decides whether to apply for quality testing.
price of his/her » Ifasaller applies for quality lesting, 0.1 ECUs (th
product. to the seller if his/her product is selected into the candidate pool).
= Ifaseller applies for quality testing, he/sha needs to report the quality ofmsmer prodicts to the quality testing organization
(a seller can report a false quality, but the selier needs to pay & lying fee (= 10 + Price x Numbar of Products Sold) if histher
TGl Tk koo i a3 o i 1 e s of Uil prockict Al Aot o6 emie o SLvare o e )
Buyers Waiting for sallers 1o | Waiting for sellers 1o make decisions « Each buyer sees (he price of each seller
make decisions. Each buyer sees the true qualities of at
most 2 sellers’ products revealed by the
quality testing organization. Tha true
qualities of olher products are hidden
» Each buyer decides from which seller to
purchass one product Each buysr can
also decida nof fo purchase any product
Quality After all sellers decide wheiher o apply for quality festing and report the quality of their products (if applying), the quality testing
Testing jon will use an algorithm to select at most 2 seliers' products to reveal their true qualities to buyers in Stage 3. The algorithm
Organization cofisists of 3 sieps.
. Among all appiymﬂ products, the quality testing erganization selects products which meet ALL of the
(Simulated by lullawlﬂg 3 crileria mlu & candidate po
the computar) reported muw should be 2 or 3.

« (Criterion z) ns price should the lowest among all applying products wilh the same reported quality.

. f its reported quallty is 2. its price should be lower than the lowest price among all applying products with
ropomu qulllly 3 Ifits reportad quality is 3, then Criterion 3 s always safisfied

The quality testing organization retums tho application deposit (0.1 ECUS) 1o all applying seliers whose products ara

selected into the candidate pool, if any. The application deposits will NOT be retumed lo applying sellers whose products

are NOT sslected into the candidate poo

Algorithm Stsp 2
« (Algorithm Step 2.1): If more than one product with reported quality 2 are in the candidate pool (these products should
have the same price), randomly select one of them inio the final testing pool. If there is only one product with reported
quality 2 in the candidate pool, select it into h‘\e final testing pool If there is ne product with reported quality 2 in tha
candidate pool, then skip Algorithm Step 2.
(Nunnmm skp up 1| i Ihan one plndun with reported quality 3 are in the candidate pool (Il|EsE pmnuns should
have the ice), re select one of them into the final testing pool. If there is only one p
quality 3 in lhe :andldak vuvl select it into the final testing pool. If there is no product with I'!Bvrkd ﬂ'\-IaIIW Jin the
candidate pool, then skip Algorithm Step 2.2
« Algorithm Step 3. The quality testing organization lests and finds out the true qualities of all products in the final testing
pool (if any)
+ Iiaproducts true quality is ihe same as its reported quality, the quality testing organization reveals o buyers ihe true.
quality of this product in Stage 3
Ifa product's true quality is NOT the same as iis reported quality, the quality testing organization will NOT reveal the.
\ru- quamv of this product 1o buyers. in Stage 3 (ihe true quality of this product will remain hidden, just fike any other
alocted into the final testing pool) This sallor who is found out 1o report a false quality is required 1o pay @
lymn fee (= 10 + Price x Number of Products Sold).
+ Algorithm Step 4. Afier Algorithm Step 3, if the product testing organization has already lested 2 products in total, or it does
not find any product with @ false reported quality in the current iteration, or all applying products have been tested, then finish
the algorithm  Otharwise, retum to Algorithm Step 1 o start a new iteration of thy with
updated (but product(s) that have been tested in the first iteration wil NOT be selected into the candidate pool in the new
iteration). If there are 2 products selecled inlo the final testing pool in the new iteration, then randomly test one product.

RandomTesting

Summary of Instructions 2/3

Procedures
Stage 1 Stage 2

Sellers Each seller decides the quality and | Waiting for buyers to make decisions.

price of his/her product.

Buyers Waiting for sellers to make decisions. | « Each buyer sees the price of each seller. Each buyer sees the qualities of the 2
sellers’ products revealed by the quality festing organization. The qualities of
other products are hidden.

= Each buyer decides from which seller to purchase one product. Each buyer can
also decide not to purchase any product.

Quality Testing After all sellers decide the qualities

Organization and prices of fheir products, the

quality testing cwglnluﬁon will

(Simulated by the randomly select 2 sellers’ products to

computer) reveal fheir qualities to buyers in
Stage 2.

The qualities of all the other 4 sellers’
products that are NOT randomly
selected will be hidden from buyers in
Stage 2.




Summary of Instructions 3/3

Payoffs
© Each participant's payoff in a round:
o Each seller's payoff =
(Price - Cost per x Number of licati id (if relevant) + licati it (if relevant) - Lying fee paid (if relevant)
= Cost per product sold = Quality x Quality (Only visible to sellers)

= Each buyer's payoff:

 Ifhelshe purchases a product, then his/her payoff = Individual valuation of quality x True quality of the product - Price of the product.
« Ifhelshe chooses not to purchase a product, then hisiher payoff = 0.

 What buyers know about sellers' cost per product sold
« Cost per product sold is only determined by quality. The higher the quality, the higher the cost per product sold

with quality 2 has a price equal fo the cost per product sold of a quality 2 product, and a product with quality 3 has a price equal to the cost per product sold of a quality 3 product), then:

product sold of a quality 2 product. This payoff is strictly greater than 0.

product sold of a quality 3 product. This payoff s strictly greater than 0.

Suppose that products with qualities 1, 2 and 3 all have a price equal to the corresponding cost per product sold (in other words, a product vith quality 1 has a price equal to the cost per product sold of a quality 1 product, a product
Ifyou are a buyer whose individual valuation of quality is 4, then among allthese three types of products, you get the highest payoff if you buy a product from a seller who offers a quality 2 product at a price equal to the cost per

Ifyou are a buyer whose individual valuation of quality is 8, then among allthese three types of products, you get the highest payoff if you buy a product from a seller who offers a quality 3 product at a price equal to the cost per

Compreh ion Questi - Introduction

To ensure that you have fully understood the instructions of this expe
answer all of them in order fo proceed o the experiment. In addition, you will receive 22 ECUs for correctly answering all questions.

ment, you wil be asked to answer several comprehension questions. You have unlimited number of atlempls to correctly answer each question, but you must correctly



Summary of Instructions

SellersMayApply
Comprehension Question 1

Recall that all sellers determine the quality and price of their products in Stage 1. At the beginning of Stage 2, what information can each seller see when deciding whether to apply for quality testing?
© Onlythe quallty and price ofthis ssllers own product.
© Te qualities and prices of all sellers'products.
€ Noinformation

You can click the "Procedures” button on the top-right comer to check the summary of instructions to help you answer this question.

[ |

Summary of nstructions

RandomTesting
Compreh ion Question 1

Which of the following statements is true about product quality testing at the end of Stage 17
= The qually
 The quallty

You can click the "Procedures” butfon an the fop-right corer summary of i fo help you answer

BEE




Comprehension Question 2: Enter five numbers

Your answer lo the previous question is correct. Now let's conlinue to answer the following question

Before you answer Question 2, pleass randomly enter 5 differant numbers betwesn 1 and 24 (1 and 24 included) beiow:

SellersMayApply Comprehension Question 2: Introduction

Suppose in a certain round, at the end of Stage 2, six sellers make the following decisions on qualities, prices and whether to apply for quality testing

According to the quality testing algorithm, which seller(s)" true qualities will be revealed to buyers in Stage 32

Seller ID True quality Price Apply for quality testing? |Reported quality
SellerA 2 1.00 Apply 2

Seller B 1 2.00 Apply 1

Seller C 2 3.00 Apply 2

Seller D 3 4.00 Not Apply

SellerE 2 5.00 Apply 3

Seller F 3 5.00 Apply 3

To make it easier for you to solve this question, let's decompose this question into several steps

If you are ready to move on, please click "Continue"



SellersMayApply

Sup e 2, six sellers maks

& in & certain round, al fhe end of St ollowing decisions on qualities, pric

Comprehension Question 2.1

elhier o apply for quality lesting

According to the gty tsting )\gondwm \which aslle{s)" tiile qualliies will be revealed to buysrs in Btagjé 37
True quality [Price [Apply for qualy testing? |Reported quality

Seller A B 0 osy 2

Sellers 1 200 Aoty

SellerC 2 300 oy 2

SellerD 3 100 ol Apo

Seller € 50 ey 3

SellerF 500 Aoly 3

Question 2.1: According o Algorithm Step 1, which product(s) wil be selected into the candidate pool?

Recall that a seller's product will be selected inta the candidate pool if is/her product satisifies all 3 criteria. To
help you answer this question, please check whether each seller's product safisifes each of the 3 criteria (if you
think a certain criterion is salisiied, please check the box in the corresponding cell). If a product salisifies all 3
cririia, then it shouid be selected into the candidate pool

'You can use the summary of quality testing algorithm below to help you answer this question:

. ° |ty for Reported  Criterion1 |Crterion2  |Griteriond | oolected imo
Ssliecin S [Tnue qualiyi Prie ;‘;}','.z, quality saisihed? [satisied? | saisiied7 | A0 « Algorithm Step 1: Amang all applying products, the quality testing organization selects products which meet
ALL of the following 3 criteria Into a candidate pool:
Seller & 100 Agply 2 (nd r r r « (Criterion 1): Its reported quality should be 2 or 3.
« (Criterion 2): s price should the lowest among all applying products with the same reported quality.
« (Criterion 3): If its reported quality is 2, its price shouid be lower than the lowest price among all
Seller B 2.00 Aoply i r r - = applyfng products with reported quality 3. If Its reported quality is 3, then Criterion 3 Is always
isfied.
The wallly testing organization returns the application deposit (0.1 ECUs) to all applying sellers whose
SellerC 300 Hoply 2 r - - - products are selected into the candidate poel, if any. The application deposits will NOT be retumed fo
applying sellers whose products are NOT selected inlo the candidate peol.
Seller D 4.00 ‘Nm Apply
Seller E 500 noply 3 r - - =
|
Seller F 500 1App~ 3 r - I~ #
|
SEJEEI’SMBVAPP'V Comprehension Question 2.2
G0l & s e ok ! Of e 2, e Sl s i e ok decisis o e ki ether o apply for quality lesting
A::mdmg to the quality testing algorithm, which seller(s)' true qualities will be revealed to buyers in Stage 37
[ True quality [Price [Apply for quality testing? |Reported quality
Sellar A 2 0 hepy 2
Seller 1 200 Aply
Seller G 2 3.00 oty 2
Seller D 4 1,00 Nt Apoly
Seller E ] 500 Aoy 3
seller F 500 Aeply 3

Your answer to the previous question is corract. Now Iet's continue to answer the folowing question.

Question 2.2: From Question 2.1, we know that Sefiers A, E and F's produets wil be selected info the candidate
pool. For each seller, please decide whether he/she will be tumed the application deposit.

Hint: Application deposit will be refurned to an applying seller i his/her product is selected info the candidate
pool.

Seller 1D Truequalty  Price e 1™ | Reported quality > =rietine :FI:;:IEW.:Z&"
Seller A 2 1.00 apoy. 2 Yes £ ::

Seller B i 200 gty 1 o [

Sellerc 200 Apply 2 No £ 'N’:

Seller D 400 ot Apply

Seller E 2 500 Apply 3 Yes P

SellerF 500 apoiy 3 Yes P

'You can use the summary of quality testing algorithm below to help you answer this question:

Algorithm Step 1: Amang all applying products, the quality testing organization selecs products which meet
ALL of the following 3 criteria into a candidate
+ (Criterion 11; s reported quality should be 2 or 3.
« (Criterion 2): its price shouid the lowest among all applying products with the same reported quality.
« (Criterion 3): If its reported quality is 2, its price should be lower than the lowest price among all
applying products with reported quallty 3. If Its reported quality is 3, then Criterion 3 Is always
satisfi

The quality testing retums the :lnpnslt {0.1 ECUs) to all applying sellers whose
products are selected into the candidats pool, If any, The application aapuslls will NOT be retumed to
applying sellers whose products are NOT selected into the candidate pool.




SellersMayApply Comprehension Question 2.3

following decisions on qualities, p ether L0 apply for quality les

be revealed to buyers

Suppos ertain round, al the end of
Accrdiing to the quity Sesting sigor

True quality Price Apply for quality testing? | Reported quality
Seller A 2 1.00 appiy 2
Seller B 1 200 | Apply 1
[Sellerc: 2 [a00 = T2
Seller D 3 400 Mot Apply
SellerE 2 5.00 4pply 3
Seller F 3 5.00 Apply 3

'You can use the summary of quality testing algorithm below to help you answer this question:

+ Algorithm Step 2:
Your answer (0 the previous question is correct Now lef's continue to answer the following question = (Algorithm Step 2.1): If more than one product with reported quality 2 are in the candidate pool (these
products should have the same price), randomly select one of them into the final testing pool. If there
Question 2.3: Afier Algorithm Step 1, Sellers A, E and F's products are selected info fhe candidate pool is only one product with reported quality 2 in the candidate pool, select it into the final testing pool.
According o Algorithm Step 2, which seller(s) product(s) will be selected into the final testing pool? . Jithere s nop rod: f‘w?\'th frocted cuualty ¢ !n;: :m:pﬁnn;gmﬁ &:‘Esndmr:; ::; (‘t‘h e
1 Sellers Aand E's producs products should have the same price), randomly select one of them Into the final testing pool. If there
© SollersAangFe products is only one product with reported quality 3 in the candidate pool, select it into the final testing pool.
 Sellers E ana F's products If there is no product with reported quality 3 in the candidate pool, then skip Algorithm Step 2.2.
o acn cucs selected
© Sol

£ Nons ofths sstlers

SellersMayApply Comprehension Question 2.4
Suppose in a cerlain round, al the end of
Accn;dmg to the quality testing aigoritt

following decisions on qualties, p elhier o apply for quality les

be revealed to buyers

True quality Price | Apply for quality testing? Reported quality
Seller A 2 2,00 Apply 2
Seller B 1 200 Apply 1
SellerC 2 400 Aoply 2
SellerD 3 500 Not Apply
SellerE- 2 500 | Apply 3
Seller F 3 6.00 | Apply 3

Your answer to the previous question is correct. Now lef's continue to answer the following question You can use the summary of quaiity testing aigonithm below o help you answar this quostion:
Suppose afler Algorithm Step 2, Selers A's product is selected info the final testing pool and Seller F's product is
randomly selecled into the final testing pool.
. ) , } « Algorithm Step 3: The quality testing organization tests and finds aut the true qualities of all products in the
Question 2.4a; Which seller(s) frue qualities will be revealed to buyers in Siage 37 finai testing pool (I any).
« If a product's true quality s the same as its reported quality, the quality testing organization reveals
to buyers the true quality of this product in Stage 3.
If a product's true quality is NOT the same as its reported quality, the quality testing organization will

Hint- You need to compare the true quality with the reported quality of Sellers A and F's products
1 Swler A3 product onty.

CSmer fa o S0l NOT reveal the true quality of this product to buyers in Stage 3 (the true quality of this product will
Mkl remain hidden, just like any other praduct nat selected into the final testing peol). This seller who is
Y SRR PO i e 8 et found out to report a false quality Is required io pay a lylng fee (= 10 + Price x Number of Products Sold).
Question 2.4b |5 thare any seller(s) who need(s) to pay a lying fae for reparting a false quality? If so, which seller
(s) need to pay?.
 Sellrhonty
 selerf oniy

© BolnSelorAand Seller
 Melther Seffer Anor Seler F




SellersMayApply Comprehension Question 2.5
S e in a cerlain round, al ihe end of Stac
According to the quality testing algorithm,

5 1 e Lo apply for qualily lesting

erts)’ true

he following decisions on quakities, prices an
qualities will be revealed to buyers in Stage 37

True quality Price Apply for quality testing? | Reported quality
Seller A 2 2,00 Apply 2
Seller B 1 200 | Apply 1
Seller C 2 400 | Apply 2
Seller D 3 500 Mot Apply
SellerE 2 6.00 Apply 3
Seller F 3 6.00 Apply 3

Your answer 1o the previous question is correct Now let's continue to answer the folowing question 'You can use the summary of quality testing aigonithm below to help you answer this question:

Suppose after Algorithm Step 2, Salers A's produst is selected into tha final testing pool and Sellar E's product is
randomly selected inio the final testing pool.

Question 2.6a: Which sollor(s)' trua qualities wil be revealod fo buyers in Stage 37 ® :'M m;i“ngt;o:l: ({r':n;})“'"“y Sexting oegEnzation tesls e ncs olC e e cplalimes of 21l precicts e
Bt A - ok « Ifa product's true quality is the same as Its reported quality, the quality testing organization reveals
Hint: You need to compare: the true quality with the reported quality of Sellers A and E's products to buyers the true quality of this productin Stage 3.
s s prod oty « Ifa product's true quality is NOT the same as its reported quality, the quality testing organization wil|
L cciser €8 it o) NOT reveal the true quality of this product to buyers in Stage 3 (the true quality of this product will
Mt Sy remain hidden, just like any other praduct not selected into the final testing pool). This seller who is
055 X9 DTN I et 8 pracch found out to report a false quality is required o pay a lying fee (=10 + Price x Number of Products Sold).
Question 2.5b I there any seller(s) who need(s) to pay a lying fee for reporting & faise quality? If so, which seller
() need to pay?
© Selleronly,
el only.
 Bolh Selersnd Seller £
 Hether SeierAnor Sster £
SellersMayApply Summary of nstructons

Comprehension Question 3

Your answer to the previous question is correct. Now let continue to answer the following question

In Stage 3, when buyers are deciding whether and from which seller to purchase a product, what information can each buyer see?

 Onlythe prices of all sellers'products
€ The prices and qualites of all sellers’ products.
o .

You can click the *Procedures” button on the top-right coner to check the summary of instructions to help you answer this question.




SellersMayApply Comprehension Question 4

Your answer to the previous question is correct. Now lets continue to answer the following question

Let's continue looking at the previous example.
” > [Apply for quality > Cost per product
True quality Price Rl Reported quality |57
Seller A 2 200 apply 2 4 Seller payoff calculator
Number of buyers who purchase your product [ ||
Seller B 1 4.00 Apply 1 1 =
Seller ID True Quality Price ‘"Pm;g;“"“ Reported quality
2 6.00 2 4
2 Seller A 2 200 Coapy  Chompy[c1 c2 3
Seller D 3 8.00 Not Apply 9 Seller B 1 400 | Apply € NotApply | 1 L9 s
Seller E 2 10.00 | Apply 3 4 Seller C 2 6.00 | Apply € NotApply | 1 2 3
- B B ey B 5 Seller D 3 8.00 © Apply € NotApply | 1 e .-
eller i
Seller £
o 2 10.00 oy Cnoy[c1 c2 c3
Seller F 3 10.00 | Apply € NotApply | 1 2 c3
Suppose that you were Seller E.
Suppose you estimated that your (Seller E's) product will be purchased by 2 buyers (in other words, you estimated @
that the number of products sold s 2). Please use the calculator on the right to calculate your (Seller E's) payoff in T e e e
this round according to this estimation. that you will be returned the application deposit of 0.1
ECUs?
Notes:
1. To use the calculator, please enter the number of buyers who will purchase your (Seller E's) product Wil he true qualty of your product be revealed to
according to your estimation, and then select each seller's quality testing application decision and his/her buyers in Stage 37
reported quality (if applicable) according to the summary table on the left, and then click the "Calculate” button.
2. This calculator will also be available (o you later in each round of the experiment. Wil you need to pay a lying fee (= 10 + Price x Number
- - RON D - of products sold) fc i fals i
Please enter your (Seller E's) payoff according to this estimation, if you (Seller E) pay the lying | | PSS ) spoln e leee g
fee:
Please enter your (Seller E's) payoff according to this estimation, if you (Seller E) do NOT pay _Costper | *Numberot | -Apbication | +Appiication
the lying fee: | ®iee | prouctsoa) | productssoia | “e00st BET| wmoems || s
RandomTesting Comprehension Question 2
Your answer to the previous question is correct. Now lets continue to answer the following question
Suppose in a certain round, at the end of Stage 1, six sellers make the following decisions on qualities and prices
Seller ID Quality Price Cost per product sold
Seller A 2 1.00 4
Seller B 1 2.00 1 Seller payoff calculator
SellerC 2 3.00 4 The quality of your product: ¢ 1 c2 3

Thepriceof yourproduct: [ ||
Elieeh) B Fa P Number of buyers who purchase yourproduct. | |

Seller F 3 500 9

Willthe quality of your product be revealed to buyers in _—
Stage 2?

* Number of

(Price ~Cost per product sold) bt o = Seller's payoff

Suppose that you were Seller B.

Suppose you estimated that your (Seller B's) product will be purchased by 2 buyers(in other words, you estimated
that the number of products sold is 2). Please use the calculator on the right to calculate your (Seller B's) payoff in
this round according to this estimation

Note: This calculator will also be available to you later in each round of the experiment.

Please enter your (Seller B's) payoff according to this estimation: | |




SellersMayApply Comprehension Question 4

‘Your answer to the previous question is correct. Now let's continue to answer the following question

Let's continue looking at the previous example. Suppose that Sellers A and E's products are tested by the quality
i ity of Seller

testing ory tion. The true quality of Seller A's product is revealed to buyers, while the true qui
E's product is not (because Seller E reported a false quality). The true qualities of all the other 4 selers are also Elyeqpaye et
hidden to buyers.
 ndividual
Suppose that your individual valuation of quality in this round is 4 Quality wkston _Price = Your earnings
aua
Seller ID. Quality Price c1 c2  ca 4 ‘ T ‘ 000
SellerA 2 1.00 T |
SellerB 2.00
SellerC 3.00
Seller D 4.00
SellerE 5.00
Seller F 5.00
Question 4: We know that the true quaity of Seller A's product is 2. How much payoff can you eam, it [ |
you purchase a product from Seller A?
You can use the payoff calculator on the right to help you answer these questions (this calculator will also be
available to you when you are making decisions in the experiment)
Comprehension Question 5 Summary of nstructions

Your answer to the previous question is correct. Now let's continue to answer the following question.

Suppose that there are 3 sellers, Sellers G, H and L, who offer products with true qualities of 1, 2 and 3 respectively. Suppose that each of these 3 sellers charges a price equal to the corresponding cost per product sold.

Let's write the cost per product sold of a quality 1 product as c1, the cost per product sold of a quality 2 product as c2, and the cost per product sold of a quality 3 product as c3.

(Note: You are a seller, 5o you know that ¢1 = 1, ¢2 = 4 and c3 = 9. However, recall that buyers do not know the values of c1, ¢2 or c3.)

The table below summarizes these 3 sellers' true qualities, costs per product sold and prices:

True quality Cost per product sold | Price.
Seller G 1 c1 c1
Seller H 2 c2 c2
Seller L. 3 c3 c3

or a buyer whose individual valualtion of quality is 4, which seller's product gives this buyer the highest payoff, among " Seflr Gs product
these 3 sellers’ products? ¢~ Sellr s product
 SellerL's product

or a buyer whose individual valualtion of quality is 8, which seller's product gives this buyer the highest payoff, among " Sefler Gs product
these 3 sellers’ products? " Seller s product
€ SellerLs procuct

You can click the "Payoffs” bution on the top-right corner to check the y help you answer this q




The experiment will now start

Now everyone has completsd the instructions and comprehension quastions, and we ¢an start the experimant

Please click "l am ready” if you are ready (o stert.

(]

Summary of Instructions

SellersMayApply Round 10f2 Stage 10f3

You are Seller 1 in this round

Feelfree to use the calculator below if needed.

Please decide the quality and price of your product Seller payoff calculator

Nl e NaAta Number of buyers who purchase your product ||
G © SelleriD | True Quality Price Apply for quality testing? | Reported quality
SR cr cn | [em  cromm o ez s
seer2 1 c2 o3 Jlcmomy  cnatmny e 2 s
sefler3 1 c2 o3 Jlcmomy  cnamny e 2 s
Sellera [ 1 2 Lol  Apply  NotApply c1 . Cis
seflers 1 c2 o3| Jlcmomy  cnamny e 2 s
sellers 1 c2 c3 | Jlcmomy  cnatmny e 2 s

Will your product be selected into the candidate pool, so that
you will be retumed the application deposit of 0.1 ECUs?

Will the true quality of your product be revealed to buyers in
Stage 37

Will you need to pay a lying fee (= 10 + Price x Number of
products sold) for reporting a false quality?

Cost

. -Application |+ Application
~Costper Number of
productsold) | products sold ook

deposit ~Lying fee paid = Seller's payolf
paid retumed

(Price




SellersMayApply Round 1 0f2

Stage 20f 3

You are Seller 1 in this round.

You have decided the quality and price of your product.
Quaty ‘ Price ‘

‘Cost per product sold ‘

‘ 1 ‘ 200 ‘ 1 ‘

Please decide whether you would like to apply for quality testing. & ¥eés, TWould|ike 6 appiy!
€ No,1 do notwant o apply

Feel free to use the calculator below if needed.

Summary of Instructions

Seller payoff calculator

Number of buyers who purchase your product ||

Seller ID True Quality Price ‘"P"”_:};:g“'"' Reported quality
Please report your quality to the quality testing organization. If the quality testing organization © 1 €2 €3 ey B B o sl s8 a9
tests and finds ot that you have reporied a false qualty, then you will pay a ying fee (= 10 + A ° "
Price x Number of products sold), and the qualty of your product will not be revealed to the
buyers in Stage 3. Seller2 P 500 Coapy  CNomy|c1 c2  c3
2 Al products
’ Cost per Seller 3 3 1000 coepy  CNaepy [C1 C2 3
Seller ID Quality Price erl=l
Seller 1 (You) 1 200 7 Seller 4 2 7.00 ey CNatmny [c1 c2 3
Seller2 2 500 4 2 Seller 5 2 600 coey  CNaepy [C1 c2 3
Seller3 3 10.00 9 Saller 6 3 900 ooy CNamny [C1 c2 3
Seller 4 2 7.00 4
» fieatee]
Seller 5 2 6.00 4
[Will your product be selected into the candidate pool, so
Seller 3 900 9 at you will be retumed the appiication depositof 0.1
7
15 Wil the true quaity of your prodct be revealed to buyers
in Stage 37
Price
Wil you need to pay aying fee (= 10+ Price x Number
of products sold) for reporting a false quality?
° e Application Application
o#6 (Price SCuslpen e : deposit deposit - Lying fee paid = Seller's payoff
product sold) | products sold paid e,
e
.5
s o
o
o
7 3 3
Quality
Se||el’SMayApp|y Round 1 of 2 Stage 30f3 ‘Summary of Instructions

You are Buyer 1 in this round. Your individual valuation of quality in this round is 4.

The sellers have made their decisions. The qualiy testing organization has tested some products, and the qualities
of these products are revealed. Please decide whether you want to buy a product and if so, from which seller you
would ke to buy.

Revealed products

Y
Seller ID Quality Price
Seller 1 200

Seller2 500 ol
Seller 3 10,00

Seller 4 7.00 »
Seller 5 600
Seller 6 3 200

15

Il sellers’ IDs are reshuffled after each round. Price

0

5

o

Feelfree to use the calculator below if needed

Buyer payoff calculator
ndividual
valuation of * Qualiy ~price = Your eamings.
quality
a c1 ez caf | 000

H
Quality

Please choose which seller you want to buy a product from. " Seller 1
®

€ 1do notwantto buy a product




SellersMayApply Round 1 of 2 H Stage 3of3
You are Seller 1 in this round.
Please war for buyers to make decisions.
Below is the information buyers are currently able to see
a8 Fewealed products
Seller ID Quality Price
Seller 1 200
=
Seller 2 500
Seller 3 10,00
Seller 4 7.00 20
Seller 5 6.00
Seller 6 3 800
5
Price
1
2
5
o
7 3 S
Quality
SellersMayApply Round 1 of 2 H Round completed
You are Seller 1 in this round.
In Round 1, you sold 0 product(s).
‘Your eamings in this round are 0.00 ECUs.
_Costperproduct | *Mumberol | -Applcation depost | + Applcation deposit ~Your samings
{Pd» oy orodacts sokd i retumed Lo el i this roun




H S—

SellersMayApply Round 1 of 2

You are Buyer 1 in this round. Your individual valuation of quality in this round is 4.

In Round 1, from Seller 3. Your 200 ECUs.
ncvitual
rouational - Quaity Price = Your amings
aualty
B 2 500 200
. Sursmary o nstructons
RandomTesting Round 10f2 H Stage 10f2
You are Seller 1.
Feallfee o Lse the calculator below if needed.
Please decide the and e of product.
AR A Seller payoft calculator
ouaity prics Costperprocuctsola
e oz ca 0 The quably ofyourproduct 1 £2 3
B
Number of buyers who purcraseyow product ||
[will the quatity of your product
Stage 27 i
(Price Cost per product soi) .M::L = Seller's payeff




RandomTesting Round 102

Stage 2 0f 2

You are Buyer 1.

The selers have made their decisions. The qualty test organization has tested some products, and the quaities of
these products are revealed. Please decide whether you want to buy a product and if So, from which seler you
would lie to buy.

Feelfree to use the calculator below if needed.

Summary of Instructions

E
Seller ID Quality Price
Seller 1 1 200 Buyer payoff calculator
* ndvidual
Seler2 500 20 Quality valuation of ~price ~Your earnings
quality
Seller 3 2 600
c1 c2 c3 4 000
Seller 4 10,00
Seller 5 - 12,00 o Calenlate
Seller 6 14.00
Price
0
g
5
s
13
7 3 3
Quality
Please choose which seller you want to buy a product from. " Seller1
Seller2
€ seller3
€ selers,
© sellers
© Sellr6
© 1o notwantto buy aproduct
RandomTesting Round 1 of 2 Stage 2012

You are Seller 1.

Below is the information buyers are currently able to see:

2=
Seller ID Quality Price
Seller 1 & 200
Seller 2 500 20
Seller3 2 600
Seller 4 . 10.00
Seler 5 1200 i3
Seller § | . 1400 wics
0
5
i
o

Please wat for buyers to make decisions.

e
uality




RandomTesting Round 1 of 2 H Round completed
‘You are Buyer 1.
Yaou have completed Round 1
In this round, you choose to purchase a product from Seffer 1
Please click "OK" to move on.
RandomTesting Round 1 of 2 H Round complsted
You are Seller 1.

in Round 1, you sold 3 produc(s).
Your eamings in this round are 300 ECUs.

5 & * Mumber of = Your eamings
v =S pe g s pioducts soid in this sound




Round 1 of1 Stage 303 Summary of nstructions

You are Buyer 1 in this round. Your individual valuation of quality in this round is 4.

Before we provide feedback about this round, please answer the following survey questions. You will receive 2 ECUs for answering these questions.

For each seller whose product quality is not revealed by the testing ‘what do you think is the y that the quality of the product s 1, 2 and 3 respectively? Please enter a percentage (0 - 100) in each box.

Revealed products

Seleit Quaky G (The |I|resf\(:r.\“::gm‘;e;\?::::g:{dlzzglup t0.100)

Seller 1 200 Quaityt [ | auity2 [ ] Quaitys [ 2
Seller 2. 2 500 Quaityt: 0 Quaity2 100 Quity3 0

Seller 3 . 550 Quaiyt [ ] Quiyz [ ] Quitys [ 2
Seller 4 7.00 Quaiyt [ | Quiyz [ | Quaitys [

Seller 5 10.00 Quaiyt [ | Quiyz [ | Quaitys [ | .
Seller 6 3 11.00 Quaityt: 0 Quityz 0 Qualty3: 100 Price

Note: Al sellers' IDs are reshuffled after each round.
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Quality




