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Part A: The Instructions in English

A.l. Instructions of the N-C Treatment

Instructions:
You are now participating in a decision-making experiment in which you will earn an amount of
money that depends on your decisions and on the decisions of other participants. During the
experiment your earnings will be calculated in points. At the end of the experiment, points will
be converted to U.S. dollars at the following rate:
14 points = $1

(This means each point will exchange for around 7 cents of real money)
In this experiment, $5 is guaranteed for your participation. That is, your today’s payment is the
greater of $5 or $5 plus the converted earnings in the session. At the end of the experiment, your
total earnings will be paid out to you in cash. Your decisions are anonymous.
The experiment has 50 periods in total. There are 20 participants in total.
At the onset of the experiment, each individual including you, will be randomly assigned to a
group of 10 participants, consisting of five “buyers” and “sellers.” The roles of buyer and seller
will also be assigned randomly. That is, you will be assigned either role with a probability of
50%. During the experiment, you will engage in a series of interactions, each of which will
involve you and one other participant in your group. Your initial assigned role, either buyer or
seller, will not change throughout the session. You will not interact with participants in the other
group in the experiment.
At the onset of each period, each buyer will be matched with a seller. A buyer will not be
matched with more than one seller. The matching is completely random: the probability that a
buyer is matched with a specific seller is exactly 1/5, since there are five sellers in each group.
You will make the same kinds of decisions every period. The following instructions explain the
details of a randomly chosen period, period t.

In period t, each seller holds an identical object whose value is different by period. The value of
the object, g, is randomly drawn from a set of integers, {0, 1, 2, ..., 40}, for each group of 10
participants. That is, each number is equally likely to be drawn: the probability that a specific
number, say 12, is chosen as the value of an object equals 1/41. Neither your previous choices



nor the previous values of the objects affect the random drawing process. After the value of the
object is determined, it will be informed to both sellers and buyers.

Sellers then propose prices, p, to sell the object to their matched buyers. Each seller can choose
any integer from {0, 1, ..., 40} as the price (p) of the object. While sellers are in the process of
choosing their prices, buyers are asked to choose their threshold of purchasing the object, x, from
any integer {0, 1, ..., 40}. Once all buyers and sellers make their decisions, their transactions

will be exerted in pairs.

An example of the computer screen for a seller appears below:

Period
1 out of 50 Remaining time [sec]: 26

The value of the object (q) in this period: 20

Your proposed price: I:l

OK

Note: Numbers shown are illustrations only.



An example of the computer screen for a buyer appears below:

Period

1 out 50 Remaining time [sec]: 23

The value of the object (q) in this period: 20

| will accept the offer if the price is less than or equal to |:|

OK

Note: Numbers shown are illustrations only.

If p <X, then, the transaction will be completed, and the buyer receives:
q-p,
and the seller receives:
1
p-3°9
Your points (earnings) will be accumulated over periods. If you have negative earnings in a
period, then they will be deducted from those you gain in other periods.
By contrast, if p > x, then the transaction will not be completed, and both the buyer and seller
receive nothing.
Example: Suppose that the value of the object is 20, and the seller proposes to sell the object at a
price of 14 in period 5. If his or her matched buyer’s upper limit of buying price is 16, which is



higher than 14, then the transaction is completed, and he or she receives earnings of 6 (= 20 —
14), and the seller obtains 4 (= 14 — % * 20). If the buyer’s upper limit of buying price is 5,
which is less than 14, then, their transaction will not be completed. In that case, both the buyer
and seller receive nothing during that period.

Once all buyers make their decisions (accept or reject), you are informed of: whether or not the
offer is accepted in your pair and both of your and your partner’s earnings. Once everyone in a
session has reviewed their transaction results, you will move on to the next period, t + 1. In
period t +1 as well, each buyer is randomly matched with a seller in your group, and the value of
an object is randomly drawn from the set, {0, 1, 2, ..., 40}. These random drawing processes are
not affected by your period t’s decisions or your transaction results.

Once 50 rounds of interactions are completed, the main part of the experiment is over. You will
be asked to answer several questions about yourself, such as gender and year in school. Neither
the information about your decisions during the experiment nor your responses to these questions
can be linked to you as an individual.

At the end of the experiment, your accumulated points will be converted to US dollars, and you
will privately receive your payment in cash. You will not know how much others earn in the
experiment; nor will the other participants know your payment in the experiment.

Comprehension Question:

Before we begin, please respond to the following questions in order for you to check your
understanding. At this time, please raise your hands if you have any questions. When we
confirm that every participant has correctly answered the questions, we will start the experiment.

1. How many periods are there in the experiment?
2. Out of the 10 participants in your group, how many of them are assigned the role of “buyer”?
Note: As explained, each subject’s role, either buyer or seller, does not change during the

session.

3. Suppose that you are a “seller,” and have been matched with a buyer in period 5. What is the

probability that you will be matched with the same buyer in period 6?



4. Suppose that you’re assigned the role of “buyer.” Your matched seller proposes selling an
object at a particular price, and you will submit the upper limit of your buying price. Which of
the following statement is correct, concerning the value of the object, when you are making your

decisions?

@) Both you and the seller are informed of the value of the object.
(b) Only the seller is informed of the value of the object.

(c) Only you are informed of the value of the object.

(d) Neither you nor the seller is informed of the value of the object.



A.2. Instructions of the R-C Treatment

Instructions:
You are now participating in a decision-making experiment in which the amount of money you
earn will depend on your decisions and on the decisions of other participants. During the
experiment your earnings will be calculated in points. At the end of the experiment, points will
be converted to U.S. dollars at the following rate:
14 points = $1

(This means each point will exchange for around 7 cents of real money)
In this experiment, $5 is guaranteed for your participation. That is, your today’s payment is the
greater of $5 or $5 plus the converted earnings in the session. At the end of the experiment, your
total earnings will be paid out to you in cash. Your decisions are anonymous.
The experiment has 50 periods in total. There are 20 participants in total.
At the onset of the experiment, each individual including you will be randomly assigned to a
group of 10 participants, consisting of five “buyers” and “sellers.” The roles of buyer and seller
will also be assigned randomly. That is, you will be assigned either role with a probability of
50%. During the experiment, you will engage in a series of interactions, each of which will
involve you and one other participant in your group. Your initial assigned role, either buyer or
seller, will not change throughout the session. You will not interact with participants in the other
group during the experiment.
At the onset of each period, each buyer will be matched with a seller. A buyer will not be
matched with more than one seller. The matching is completely random: the probability that a
buyer is matched with a specific seller is exactly 1/5, since there are five sellers in each group.
You will make the same kinds of decisions every period. The following instructions explain the
details of a randomly chosen period, period t.

In period t, each seller holds an identical object whose value is different by period. The value of
the object, g, is randomly drawn from a set of integers, {0, 1, 2, ..., 40}, for each group of 10
participants. That is, each number is equally as likely to be drawn: the probability that a specific
number, say 12, is chosen as the value of an object equals 1/41. Neither your previous choices
nor the previous values of the objects affect the random drawing process. After the value of the
object is determined, it will be informed to both sellers and buyers.



Sellers then propose prices, p, to sell the object to their matched buyers. Each seller can choose
any integer from {0, 1, ..., 40} as the price (p) of the object. While sellers are in the process of
choosing their prices, buyers are asked to choose their threshold of purchasing the object, x, from
any integer {0, 1, ..., 40}. Once all buyers and sellers make their decisions, their transactions

will be exerted in pairs.

An example of the computer screen for a seller appears below:

Period
1 out of 50 Remaining time [sec]: 26

The value of the object (g) in this period: 20

Your proposed price: [:::::::::::J

OK

Note: Numbers shown are illustrations only.



An example of the computer screen for a buyer appears below:

Period

1 out 50 Remaining time [sec]: 23

The value of the object (q) in this period: 20

| will accept the offer if the price is less than or equal to |:|

OK

Note: Numbers shown are illustrations only.

If p <x, then, the transaction will be completed, and the buyer receives:
q-p,
and the seller receives:
1
p-3°9

Your points (earnings) will be accumulated over periods. If you have negative earnings in a
period, then they will be deducted from those you gain in other periods.

By contrast, if p > x, then the transaction will not be completed, and both the buyer and seller
receive nothing.

Example: Suppose that the value of the object is 20, and the seller proposes to sell the object at a
price of 14 in period 5. If his or her matched buyer’s upper limit of buying price is 16, which is



higher than 14, then the transaction is completed, and he or she receives earnings of 6 (= 20 —
14), and the seller obtains 4 (= 14 — % * 20). If the buyer’s upper limit of buying price is 5,
which is less than 14, then, their transaction will not be completed. In that case, both the buyer
and seller receive nothing during that period.

Once all buyers make their decisions (accept or reject), you are informed of: whether or not the
offer is accepted in your pair and both of your and your partner’s earnings. In this stage, buyers
are asked to give feedback on their matched sellers’ proposed prices by choosing an integer from
{0,1,2,3,4,5,6,7,8,9, 10}.The lowest number, 0, means “very unfair,” 3 means “unfair,” 7
means “fair,” and the highest number, 10, means “very fair.” The feedback that a buyer gives
neither affects his or her earnings nor does it affect the matched seller’s earnings. While buyers
are in the process of giving feedback, sellers are asked about their potential selling price if they
have an opportunity to sell an object whose value is the same as in period t in a later period. The
sellers’ responses are hypothetical, and do not affect their or their matched buyers’ earnings in
period t; nor is their decision binding in the later periods.

10



An example of the computer screen for a buyer appears below:

Period
1 out of 50 Remaining time [sec]” 0

Please rate your matched seller by choosing an integer from {0, 1, 2, .. 10} Ii|

Note: The lowest number, 0, means "very unfair," 3 means "unfair," 7 means "fair," and the highest number, 10, means "very fair."

OK

Once all buyers and sellers submit their answers, each seller is informed of the rating given by
their matched buyer.

Once everyone in a session has reviewed their feedback, you will move on to the next period, t +
1. In period t +1 as well, each buyer is randomly matched with a seller in your group, and the
value of an object is randomly drawn from the set, {0, 1, 2, ..., 40}. These random drawing

processes are not affected by your period t’s decisions or your transaction results.

Once 50 rounds of interactions are completed, the main part of the experiment is over. You will
be asked to answer several questions about yourself, such as gender and year in school. Neither
information about your decisions during the experiment nor your responses to these questions
can be linked to you as an individual.

11



At the end of the experiment, your accumulated points will be converted to US dollars, and you

will privately receive your payment in cash. You will not know how much others earn in the

experiment; nor will the other participants know your payment in the experiment.

Comprehension Question:
Before we begin, please respond to the following questions in order for you to check your
understanding. At this time, please raise your hands if you have any questions. When we

confirm that every participant has correctly answered the questions, we will start the experiment.

1. How many periods are there in the experiment?

2.

3.

5.

Out of the 10 participants in your group, how many of them are assigned the role of “buyer”?

Note. As explained, each subject’s role, either buyer or seller, does not change during the
session.

Suppose that you are a “seller”. What is the probability that you will be matched with the
same buyer in both of the current period and the next period? [ ]

Suppose that you’re assigned the role of “buyer.” Your matched seller proposes to sell an
object at some price, and you will submit the upper limit of your buying price. Which of the
following statement is correct, concerning the value of the object, when you are making the
decisions?

(a) Both you and the seller are informed of the value of the object.
(b) Only the seller is informed of the value of the object.

(c) Only you are informed of the value of the object.

(d) Neither you nor the seller is informed of the value of the object.

At the end of each period, each buyer rates their matched seller on a 10-point scale. Which of
the following statement is correct concerning the rating that a buyer gives?

(a) Only the matched seller is informed of the rating.

(b) All participants in the session are informed of the rating.

(c) Both the matched seller and the other four sellers in his or her group are informed of
the rating.

(d) None in the session is informed of the rating.

12



A.3. Instructions of the N-1C Treatment

Instructions:
You are now participating in a decision-making experiment in which you will earn an amount of
money that depends on your decisions and on the decisions of other participants. During the
experiment your earnings will be calculated in points. At the end of the experiment, points will
be converted to U.S. dollars at the following rate:
14 points = $1

(This means each point will exchange for around 7 cents of real money)
In this experiment, $5 is guaranteed for your participation. That is, your today’s payment is the
greater of $5 or $5 plus the converted earnings in the session. At the end of the experiment, your
total earnings will be paid out to you in cash. Your decisions are anonymous.
The experiment has 50 periods in total. There are 20 participants in total.
At the onset of the experiment, each individual including you, will be randomly assigned to a
group of 10 participants, consisting of five “buyers” and “sellers.” The roles of buyer and seller
will also be assigned randomly. That is, you will be assigned either role with a probability of
50%. During the experiment, you will engage in a series of interactions, each of which will
involve you and one other participant in your group. Your initial assigned role, either buyer or
seller, will not change throughout the session. You will not interact with participants in the other
group in the experiment.
At the onset of each period, each buyer will be matched with a seller. A buyer will not be
matched with more than one seller. The matching is completely random: the probability that a
buyer is matched with a specific seller is exactly 1/5, since there are five sellers in each group.
You will make the same kinds of decisions every period. The following instructions explain the
details of a randomly chosen period, period t.

In period t, each seller holds an identical object whose value is different by period. The value of
the object, g, is randomly drawn from a set of integers, {0, 1, 2, ..., 40}, in this session. That is,
each number is equally likely to be drawn: the probability that a specific number, say 12, is
chosen as the value of an object equals 1/41. Neither your previous choices nor the previous
values of the objects affect the random drawing process. After the value of the object is
determined, it will be informed to sellers, but not to buyers.
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Sellers then propose prices, p, to sell the object to their matched buyers. Each seller can choose
any integer from {0, 1, ..., 40} as the price (p) of the object. While sellers are in the process of
choosing their prices, buyers are asked to choose their threshold of purchasing the object, x, from
any integer {0, 1, ..., 40}. Once all buyers and sellers make their decisions, their transactions
will be exerted in pairs.

An example of the computer screen for a seller appears below:

Period
1 out of 50 Remaining time [sec]: 26

The value of the object (g) in this period: 20

Your proposed price: [:::::::::::J

OK

Note: Numbers shown are illustrations only.
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An example of the computer screen for a buyer appears below:

Period
1 out of 50 Remaining time [sec]: 0

Please reach a decision

| will accept the offer if the price is less than or equal to Iil

OK

If p <X, then, the transaction will be completed, and the buyer receives:
q-p,
and the seller receives:
1
p-3-4.
Your points (earnings) will be accumulated over periods. If you have negative earnings in a
period, then they will be deducted from those you gain in other periods.
By contrast, if p > x, then the transaction will not be completed, and both the buyer and seller
receive nothing.
Example: Suppose that the value of the object is 20, and the seller proposes to sell the object at a
price of 14 in period 5. If his or her matched buyer’s upper limit of buying price is 16, which is
higher than 14, then the transaction is completed, and he or she receives earnings of 6 (= 20 —
14), and the seller obtains 4 (= 14 — % * 20). If the buyer’s upper limit of buying price is 5,

15



which is less than 14, then, their transaction will not be completed. In that case, both the buyer
and seller receive nothing during that period.

Once all buyers make their decisions (accept or reject), you are informed of: the value of the
object, whether or not the offer is accepted in your pair, and both your and your partner’s
earnings. Once everyone in a session has reviewed their transaction results, you will move on to
the next period, t + 1. In period t +1 as well, each buyer is randomly matched with a seller in
your group, and the value of an object is randomly drawn from the set, {0, 1, 2, ..., 40}. These
random drawing processes are not affected by your period t’s decisions or your transaction
results.

Once 50 rounds of interactions are completed, the main part of the experiment is over. You will
be asked to answer several questions about yourself, such as gender and year in school. Neither
the information about your decisions during the experiment nor your responses to these questions
can be linked to you as an individual.

At the end of the experiment, your accumulated points will be converted to US dollars, and you
will privately receive your payment in cash. You will not know about how much others earn in
the experiment; nor will the other participants know your payment in the experiment.

Comprehension Question:

Before we begin, please respond to the following questions in order for you to check your
understanding. At this time, please raise your hands if you have any questions. When we
confirm that every participant has correctly answered the questions, we will start the experiment.

1. How many periods are there in the experiment?
2. Out of the 10 participants in your group, how many of them are assigned the role of
“buyer”? Note: As explained, each subject’s role, either buyer or seller, does not change

during the session.

3. Suppose that you are a “seller,” and have been matched with a buyer in period 5. What is
the probability that you will be matched with the same buyer in period 6?

16



4. Suppose that you are assigned the role of “buyer.” Your matched seller proposes selling
an object at a particular price, and you will submit the upper limit of your buying price.
Which of the following statement is correct concerning the value of the object when you
are making your decisions?

(a) Both you and the seller are informed of the value of the object.
(b) Only the seller is informed of the value of the object.

(c) Only you are informed of the value of the object.

(d) Neither you nor the seller is informed of the value of the object.

17



A.4. Instructions of the R-1C Treatment

Instructions:
You are now participating in a decision-making experiment in which the amount of money you
earn will depend on your decisions and on the decisions of other participants. During the
experiment your earnings will be calculated in points. At the end of the experiment, points will
be converted to U.S. dollars at the following rate:
14 points = $1

(This means each point will exchange for around 7 cents of real money)
In this experiment, $5 is guaranteed for your participation. That is, your today’s payment is the
greater of $5 or $5 plus the converted earnings in the session. At the end of the experiment, your
total earnings will be paid out to you in cash. Your decisions are anonymous.
The experiment has 50 periods in total. There are 20 participants in total.
At the onset of the experiment, each individual including you will be randomly assigned to a
group of 10 participants, consisting of five “buyers” and “sellers.” The roles of buyer and seller
will also be assigned randomly. That is, you will be assigned either role with a probability of
50%. During the experiment, you will engage in a series of interactions, each of which will
involve you and one other participant in your group. Your initial assigned role, either buyer or
seller, will not change throughout the session. You will not interact with participants in the other
group during the experiment.
At the onset of each period, each buyer will be matched with a seller. A buyer will not be
matched with more than one seller. The matching is completely random: the probability that a
buyer is matched with a specific seller is exactly 1/5, since there are five sellers in each group.
You will make the same kinds of decisions every period. The following instructions explain the
details of a randomly chosen period, period t.

In period t, each seller holds an identical object whose value is different by period. The value of
the object, g, is randomly drawn from a set of integers, {0, 1, 2, ..., 40}, in this session. That is,
each number is equally as likely to be drawn: the probability that a specific number, say 12, is
chosen as the value of an object equals 1/41. Neither your previous choices nor the previous
values of the objects affect the random drawing process. After the value of the object is
determined, it will be informed to sellers, but not to buyers.

18



Sellers then propose prices, p, to sell the object to their matched buyers. Each seller can choose
any integer from {0, 1, ..., 40} as the price (p) of the object. While sellers are in the process of
choosing their prices, buyers are asked to choose their threshold of purchasing the object, x, from
any integer {0, 1, ..., 40}. Once all buyers and sellers make their decisions, their transactions
will be exerted in pairs.

An example of the computer screen for a seller appears below:

Period
1 out of 50 Remaining time [sec]: 26

The value of the object (g) in this period: 20

Your proposed price: [:::::::::::J

OK

Note: Numbers shown are illustrations only.
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An example of the computer screen for a buyer appears below:

Period
1 out of 50 Remaining time [sec]: 0

Please reach a decision

| will accept the offer if the price is less than or equal to Iil

OK

If p <X, then, the transaction will be completed, and the buyer receives:
q-p,
and the seller receives:
1
p-3-4.

Your points (earnings) will be accumulated over periods. If you have negative earnings in a
period, then they will be deducted from those you gain in other periods.

By contrast, if p > x, then the transaction will not be completed, and both the buyer and seller
receive nothing.

Example: Suppose that the value of the object is 20, and the seller proposes to sell the object at a
price of 14 in period 5. If his/ her matched buyer’s upper limit of buying price is 16, which is
higher than 14, then the transaction is completed, and he/ she receives earnings of 6 (= 20 — 14),
and the seller obtains 4 (= 14 — 4 * 20). If the buyer’s upper limit of buying price is 5, which is

20



less than 14, then, their transaction will not be completed. In that case, both the buyer and seller
receive nothing during that period.

Once all buyers make their decisions (accept or reject), you are informed of: the value of the
object, whether or not the offer is accepted in your pair, and both your and your partner’s
earnings. In this stage, buyers are asked to give feedback on their matched sellers’ proposed
prices by choosing an integer from {0, 1, 2, 3, 4, 5, 6, 7, 8, 9, 10}. The lowest number, 0, means
“very unfair,” 3 means “unfair,” 7 means “fair,” and the highest number, 10, means “very fair.”
The feedback that a buyer gives neither affects his/her earnings nor does it affect the matched
seller’s earnings. While buyers are in the process of giving feedback, sellers are asked about
their potential selling price if they have an opportunity to sell an object whose value is the same
as in period t in a later period. The sellers’ responses are hypothetical, and do not affect their or
their matched buyers’ earnings in period t; nor is their decision binding in the later periods.

An example of the computer screen for a buyer appears below:

Period
1 out of 50 Remaining time [sec]: 0

Please rate your matched seller by choosing an integer from {0, 1, 2, .. 10} Iil

Note: The lowest number, 0, means "very unfair," 3 means "unfair," 7 means "fair," and the highest number, 10, means "very fair."

OK
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Once all buyers and sellers submit their answers, each seller is informed of the rating given by
their matched buyer.

Once everyone in a session has reviewed their feedback, you will move on to the next period, t +
1. In period t +1 as well, each buyer is randomly matched with a seller in your group, and the
value of an object is randomly drawn from the set, {0, 1, 2, ..., 40}. These random drawing

processes are not affected by your period t’s decisions or your transaction results.

Once 50 rounds of interactions are completed, the main part of the experiment is over. You will
be asked to answer several questions about yourself, such as gender and year in school. Neither
information about your decisions during the experiment nor your responses to these questions
can be linked to you as an individual.

At the end of the experiment, your accumulated points will be converted to US dollars, and you
will privately receive your payment in cash. You will not know about how much others earn in
the experiment; nor will the other participants know your payment in the experiment.

Comprehension Question:

Before we begin, please respond to the following questions in order for you to check your
understanding. At this time, please raise your hands if you have any questions. When we
confirm that every participant has correctly answered the questions, we will start the experiment.

1. How many periods are there in the experiment?

2. Out of the 10 participants in your group, how many of them are assigned the role of
“buyer”? Note. As explained, each subject’s role, either buyer or seller, does not change
during the session.

3. Suppose that you are a “seller,” and have been matched with a buyer in period 5. What is
the probability that you will be matched with the same buyer in period 6?

4. Suppose that you are assigned the role of “buyer.” Your matched seller proposes to sell
an object at some price, and you will submit the upper limit of your buying price. Which
of the following statement is correct, concerning the value of the object, when you are
making the decisions?

(a) Both you and the seller are informed of the value of the object.

22



(b) Only the seller is informed of the value of the object.
(c) Only you are informed of the value of the object.
(d) Neither you nor the seller is informed of the value of the object.

. At the end of each period, each buyer rates his/her matched seller on a 10-point scale.

Which of the following statement is correct concerning the rating that a buyer gives?

(@) Only the matched seller is informed of the rating.

(b) All participants in the session are informed of the rating.

(c) Both the matched seller and the other four sellers in his or her group are informed of
the rating.

(d) None in the session is informed of the rating.
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Part B: The Instructions Translated into Mandarin

B.1. Instructions of the N-C Treatment
BEEREREA
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