

On-line Appendix 2: Instructions for the Second Price Auction

Welcome to an experiment involving decision-making.
General Explanation:

· Thank you for participating in this experiment. The object of this experiment is to examine participants’ decision-making processes.

· In the experiment, you will be asked to bid for participation in a lottery and purchasing real goods.

· Please answer all the questions, and please do not make contact with other participants during the experiment.

The Auctions

· For bidding in each auction you can use the NIS 30 you received from the experimenter. 

· All participants will be randomly divided into groups of five participants. 

· Each group will participate in auctions to buy the chance to participate in a lottery and also to purchase real goods. 

· The participant bidding the highest price in the group will win the auction.

· If you win the auction, you will be asked to pay the second highest bid in your group of five participants.

· If you do not win the auction, you will keep your initial allocation of NIS 30. 

· In case two or more participants in the same group bid the same highest bid, the winner will be chosen randomly.

· You should consider each auction separately, without any relationship to the other auctions. 

· If you want to keep the initial allocation and not participate in the auction, please make a note to that effect in the appropriate place. 

Example 1:
You have an initial allocation of NIS 30. You bid an amount of NIS 20 for the asset. The other bids in your group are 13, 18, 16, and 19 NIS. In this case, you will win the auction and will be asked to pay only 19 NIS (the second highest bid in the group). You will receive the product or the lottery’s outcome.

Example 2: You have an initial allocation of NIS 30. You bid an amount of NIS 20 for the asset. The other bids in your group are 13, 18, 16, and 22 NIS. In this case, the participant who offered NIS 22 will win the auction and will be asked to pay only NIS 20 (the second highest in the group). Since you did not win, you keep the NIS 30.

* Payment for your participation

At the end of the experiment, one of the auctions will be randomly chosen. If you win the chosen auction, you will be asked to pay the second highest bid in your group and you will receive the asset. If the asset is one of the lotteries, a coin will be flipped to determine the lottery’s outcome. You have a 50-50 chance for each outcome.


* Please note that each auction is separate from the others. In each auction you can use the NIS 30 that you received from the experimenter.

As noted above, at the end of the experiment one of the tasks will be randomly chosen. We will make the final tally according to the outcomes on this task. 
You should take into consideration that you may use the NIS 30 you received from the experimenter only once. 

