Translation of the Instructions:

Welcome to our experiment. Please read these instructions carefully! From now until the
end of the experiment you are not allowed to communicate with the other participants.
If you have any question, please raise your hand and we will answer you privately.

At the beginning of the experiment each one of you will be assigned a number. From
then on, you and the other participants will be identified by this number, please keep it
until you receive your payment. In addition, there are two empty sheets of paper that
you can use during the experiment.

In this experiment you will repeatedly make decisions that can earn you a reasonable
amount of money. How much you earn depends on your decisions but also on the
decisions of the other participants.

All participants receive the same instructions.

In this experiment you represent a firm, the same as one other firm in the market, that
produces and sells the same product on the market. You will be matched with the other
firm during the whole experiment.

You will stay anonymous from the other participants during and after the experiment.

In each period, all firms have to make one decision, namely what quantity they wish to
produce. [In the PC and BRO treatments only: You can produce any quantity
from 0 to 100 (even fractions).]

The costs of production are 1 ECU (Experimental Currency Unit) per unit (this holds
for all firms).

The following important rule holds: The larger the total (aggregate) quantity produced
by the two firms, the smaller the price in the market. Moreover, the price will be zero
from a certain amount of total output upwards.

Your profit per unit of output will be the difference between the market price and the
unit cost of 1 ECU. Note that you will incur a loss if the market price is below the unit
costs. Your profit per period is, thus, equal to the profit per unit multiplied by the
number of units you sell.

In the PT treatment only: You will be given a profit table showing the profit levels
(or losses) that you and the other firm can obtain by choosing certain quantities. The
quantities of your firm are listed across the top of the table while the quantities produced
by the other firm are listed down on the left-hand margin. The profits for your firm and
the other firm are given in the body of the table by the intersection of the quantities
produced. The top number in bold print denotes your profit and the bottom number
denotes the profit of the other firm.

In the PT treatment only: Although, because of space limitations the table presents
only odd numbers, you can also choose even numbers or fractions between 19 and 61.



In the PC and BRO treatments: During the experiment you can use a ‘profit
calculator’ before you decide on the quantity to produce. You place your quantity and
the (hypothetical) quantity of the other firm and the ‘profit calculator’ calculates your
profit.

In the BRO treatment only: You can also use another kind of ‘profit calculator’.
This second calculator, calculates the “M” quantity (the quantity that gives you the
highest profit given a hypothetical quantity selected by the other firm) and the associ-
ated profit.

In each period the output decision of the other firm will be registered, the corresponding
price will be determined and the profits will be computed.

After each period you receive feedback about the quantities produced by you and the
other firm in the last period, and your profit in the last period, and also about your
accumulated profit so far.

The experiment consists of exactly 20 periods.

During the experiment all payoffs are given in ECU. Each participant starts with an
initial amount of 500 ECU.

After the experiment we will exchange your payoff into €. The exchange rate is 1600
ECU/€ where 1600 ECU equals 1 €.

The total profit in the experiment is the total amount earned in the 20 periods of the
experiment (including the initial amount of 500 ECU).

At the end of the experiment we will add up your profits and calculate your money
reward. This will be done in such a way that the other participants will not see how
much you earned and you will not see how much they earned. You will receive your
money immediately in cash.



The profit table

19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49 51 53 55 57 50 61
19 | 1150 | 1230 | 1311 | 1375 | 1431 | 1470 | 1519 | 1551 1575 1501 1500 1500 | 1501 | 1575 | 1551 | 1519 | 1479 [ 1431 (1375 | 1311 | 1230 | 1150
1159 | 1121 | 1083 | 1045 | 1007 | 968 931 393 855 817 T8 741 03 665 | 627 589 551 513 475 437 3939 361
zl | 1121 | 1197 [ 1265 | 1325 [ 1377 | 1421 | 1457 | 1485 1505 1517 1521 1517 | 1505 | 1485 | 1457 | 1421 | 1377 (1325 | 1265 | 1197 | 1121 | 1037
1239 | 1187 | 1155 | 1113 | 1071 1028 987 945 903 861 318 TI7 | 735 693 | 651 609 567 525 483 441 399 357
23| 1083 | 1155 [ 1219 [ 1275 [ 1323 | 1363 | 1395 | 1419 1435 1443 1443 1435 | 1419 | 1395 | 1363 | 1323 | 1275 | 1219 | 1155 | 1083 | 1003 | 915
1311 | 1265 | 1219 | 1173 | 1127 | 1081 1035 988 943 837 351 305 759 T3 | 687 d21 575 528 483 437 391 M5
25 | 145 | 1113 | 1173 [ 1225 | 1260 1305 | 1333 | 1353 1365 1360 1365 1353 | 1333 | 1305 | 1269 | 1225 | 1173 (1113 | 1045 | 960 885 03
1375 | 1325 | 1275 | 1235 | 1175 | 1125 1075 1025 975 925 575 825 TS 75 | 675 625 575 525 475 425 375 325
27 | 1007 | 1071 1127 | 1175 |[1215 | 1247 |[1271 | 1287 1205 1205 1287 1271 | 1247 | 1215 | 1175 | 1127 | 1071 | 1007 | 935 | BSS 767 671
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31| 931 | 987 1035 (1075 [ 1107 | 1131 | 1147 | 1155 1155 1147 1131 1107 | 1075 | 1035 | 987 931 867 o5 715 | 627 531 427
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33 | 893 | 045 | 080 1025 | 1053 | 1073 | 1085 | 1089 1085 073 1053 1025 | 980 | 045 | 803 833 765 680 605 | 513 413 305
1551 | 1485 | 1419 | 15353 | 1287 | 1241 1155 1089 1023 957 39l 825 759 693 | 627 sél 485 429 363 297 231 165
35| 855|003 | 943 975 200 1015 | 1023 | 1023 1015 | 999 075 043 | 003 | 855 | 700 T35 663 583 405 300 205 183
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41 | 741 777 | 805 825 837 841 837 815 805 777 41 @7 | 645 |85 | 517 4l 357 265 165 | 57 -50 -6l
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1575 | 1485 | 1395 | 1305 | 1215 | 1135 1035 945 855 765 675 5835 495 405 | 315 225 135 45 45 45 45 45
47 | 627 | 651 | 667 675 675 667 651 627 505 555 07 451 | 387 315 | 235 47 51 -53 -55 -57 -50 -61
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55 (475 | 483 | 483 475 450 435 403 363 315 259 195 123 |48 45 | -47 -9 -51 -53 -5 -57 -50 -6l
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Computer screen PT treatment




Computer screen PC treatment

~Round
2 outof 20 Remaining time [seck. 0
Gewinn-Rechner
Menge der anderen Firma Deine Menge Dein Gewinn

33.00 33.00 1089.00

33.00 34.00 1088.00

33.00 35.00 1085.00
33.00 36.00 1080.00 Ergebnisse der vergangenen Periode
Deine Menge 23.00
Menge der anderen Firma 23.00

Dein Gewinn 1219.00

Dein bisheriger Gesamtgewinn 1719.00

Hier hast du die Moglichkeit, deine Entscheidung zu simulieren, um magliche
Konsequenzen zu sehen:

Wahle deine Produktionsmenge |:|

Deine Menge

Menge der anderen Firma




Computer screen BRO treatment

Hier hast du die Moglichkeit, deine Entscheidung zu

Deine Menge

Menge der anderen Firma

ren, um magliche Konsequenzen zu sehen:

Ergebnisse der vergangenen Periode
Deine Menge 33.00

Menge der anderen Firma 22.00
Dein Gewinn 1462.00

Dein hisheriger Gesamtgewinn 1952.00

Petinde
2 won 20 werbleibende Zeit (Sek)
Gewinn-Rechner |
Menge der anderen Firma Deine Menge Dein Gewinn
24.00 13.00 806.00
24.00 14.00 854.00

Gewinn-Rechner |l

Dein Gewinn

Menge der anderen Firma Deil M" Menge
20.00 39.50
30.00 3450
40.00 2950
50.00 24.50

1660 25
118026
B70.25
60025

Hier hast du die Maglichkeit, deine

Menge der anderen Firma

W Menge zu berechnen, um mégliche Konsequenzen zu sehen:

Wiihle deine Produktionsmenge l:l
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