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A Experimental Instructions

A.1 Experimental Instructions - USA Sample

Instructions for the Market Game

Welcome to the experiment!

Please now turn off your cell phones. These must remain turned off for the duration

of the experiment. The amount of money you will earn in this experiment will depend

on your choices. Thus, it is in your best interest to follow these instructions carefully.

You will be paid in cash at the end of the experiment. During the experiment, we ask

that you please do not talk to each other. If you have any question, please raise your

hand and an experimenter will assist you.

The experiment is made up of 3 phases. The first phase consists of a repeated market

game. In the second phase you will complete a simple test. The third phase consists of

a questionnaire.

Phase 1

The market game is repeated for 16 rounds. In each round you will be randomly selected

as a seller or buyer and then paired up with another participant in the other role. Your

role assignment is shown to you on the computer screen as the experiment proceeds. The

market works as follows:

Each market consists of one seller and one buyer. The seller can sell an imaginary

object with a fixed price of $4 to the buyer. The object’s quality may differ. The quality

is randomly chosen from 2 and 3 with equal probability by the computer. 3 represents the

higher quality while 2 is the lower quality. At the beginning of each round, the seller is

notified of the objects’s quality (g), which is displayed on the computer screen. The seller

is able to supply as many objects of that quality as demanded by the buyer. The buyer

does not know the object’s quality unless the seller chooses to provide some information

about the quality to the buyer. The seller can communicate through the computer any

get of qualities to the buyer provided that (s)he does not exclude the true quality.

For instance, if the true quality is 2, then the seller can send one of the the following

two messages shown in the right-hand side column of the following table to the buyer. The

images in the column on the left are the associated messages displayed on the computer

screen. The shaded number(s) is(are) contained in the message. So if the true quality is

2, any possible message sent by the seller must include the true quality 2.



% “The quality is 2.”
3 The quality is either 2 or 3.

After recelving the information, the buyer selects the quantity of the good (z) to
purchase. The quantity to purchase is restricted to 1, 2, 3, and 4 and only one of these
four integers is acceptable as the buyer’s purchasing quantity.

The seller’s payoll in each round is the price of the object ($4) multiplied by the

mumber of units (x) sold to the buyer

The buyer’s payoff in each round is determined by both the quantity purchased (x) and
the true quality (g) of the object, which is net off the price paid to the seller. It can be
easily calculated by the following table. The entries in the table show the buyer’s payoff
for each true quality level (in colummns) and units purchased (in rows). For instamce, if
the true quality is g = 3 and you purchase 1 unit (that is © = 1), then as the buyer your
payofl in this round is §8.

Quality
g=2|¢=3
=1 10 8

Units o= 2 18 12
Purchased | = = 3 10 18
z=4 ¥ 12

After the buyer informs the seller about the quantity purchased vis the computer,
the computer will show tha seller and the buyer the quantity purchased, the true quality
and their own payoffs for the round just played. For an instance, if the true quality is 2
and the buyer chooses to purchase 4 units, then the seller’s payoff is $16 and the buyer’s
payofl is $7.

The experiment proceads to the next round after both the sellar and the buyer ac-
knowledge this information by clicking the button on the computer screen. In the next
round, each participant again is randomly selected to be a buyer or a seller and randomly
matched with some participant of the sxperiment to play the market games. The true
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quality of the seller in this market game is also randomly selected and may differ from
the true quality of the prior round. Phase 1 ends after 16 rounds of the market game

have been played.

Phase 2

Phase 2 consists of a simple test. The test is made up of 30 questions. For every
question, there is a pattern with a piece missing and a number of pieces below the pattern.
You have to choose which of the pieces below is the missing one to complete the pattern.
For each question, one and only one of these pieces is the missing one to complete the
pattern. You will score 1 point for every correct answer. After completing the test, you
will be informed of your own test score. The test score will not affect your payment that

you receive from the experiment.

After completing both phases 1 and 2, your cash payment will be displayed on your
computer screen. Your cash payment will be your payoff from one round randomly drawn

from the 16 rounds of the market game plus a $5 show-up fee.

Phase 3

While waiting to be called upon for payment, please complete the questionnaire that
the experimenter will hand you. The questionnaire contains questions about demograph-
ics. Please carefully complete this questionnaire as this information is very important to
us. After completing the questionnaire, please remain in your seat until you have been

called upon for payment.

Thank you very much for your participation.



A.2 Experimental Instructions - China and China* Samples
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B Questionnaire

B.1 Questionnaire - USA Sample

1. What is your gender?
[OMale []Female

2. What is your primary racial background?
[Jwhite []Blackor African [ ] Native American [] Asian
[] Hawaiian or other Pacific Islander [] Mixed or other

3. What language(s) do you speak?

4. How fluentare youin English?

[J Native []Fluent []Basic []Least

5. What academic year are you currently in?

J1s Ozne I3 [J4* 5 et []Graduate

6. What is (are) your major(s)?

7. What is your GPA?

8. Have you taken any course on the game theory?
|:| Yes |:| No

9. Have you taken any course in microeconomics?

|:|Yes |:| No

10. Have you taken any course in decision making?

dYes [No

11. How old are you {inyears)?

12. Have you participated in an economics experiment before?

[JYes [JNo

13. Did you find this experiment fun to play?

|:|Yes |:| No

14. Did you have difficulties in understanding the experiment?

DYes |:| No

15. Are you interested in playing chess or other similar strategy games?

|:|Yes |:| No

16. How do you see yourself? Are you generally a person who is fully prepared to take risks or do you try to avoid
taking risks? Please check a box on below scale, where the value 0 means ‘not at all willing to take risks' and the
value 10 means “very willing to take risks'".

a a a a a (m] a o a a a

0 1 2 3 4 5 6 7 8 9 10
Not at all willing Very willing
to take risks to take risks

17. How do you see yourself? Are you generally a person who embraces novel things or do you hesitate to adopt
novelties? Please check a box on the scale, where the value 0 means ‘not at all willing to adopt novelties’ and the
value 10 means “very willing to adopt novelties”.

o o al o o O o o o o o
0 1 2 3 4 5 6 7 8 9 10
Not at all willing Very willing to
to adopt novelties adopt novelties



B.2 Questionnaire - China and China* Samples
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C Screenshots

C.1 Screenshots for the USA Sample
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Figure 1: Seller’s Message Options Rounds 1 to 15
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Figure 2: Buyer’s Purchase Decision Rounds 1 to 15



Figure 3: Buyer’s Payoff Information at the End of Rounds 1 to 15
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Figure 4: Seller’'s Message Options Round 16 in Treatment A
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Piease reach a docision.

Figure 5: Buyer’s Information Round 16 in Treatment A

Figure 6: Seller’s Message Options Round 16 in Treatment U
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Figure 7: Buyer’s Payoff Information Round 16 in Treatment U
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C.2 Screenshots for the China Sample
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Screenshots for Treatment A, China Sample, Buyer, Round 16
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Round 16: Choose A Quantity to Purchase
Your role has been randomly re-assigned.
Your assigned role in this round is: BUYER

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. Your payoff from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

Both you and the seller are now informed about the additional feature and the above payoff table. The
feature is randomly chosen. The seller has been informed which feature has been randomly chosen
along with the randomly chosen number of quality. As before, the message of the seller has to contain
the true number. The seller can be silent on the feature but whenever (s)he mentions the feature in
her/his message, it must contain the true feature.

The seller is now choosing the message to send to you.

Please click “Continue” and wait for the seller’s message. The above payoff table will still show in the
next step when you make your decision on quantity to purchase.
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Round 16: Choose A Quantity to Purchase

Your assigned role in this round is: BUYER

(3. a)
14
22
28
40

Combination of number and feature
(2, a) (2, b) (3, b) (3, a)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

The message sent by the seller: The quality is (2, a), (2, b), (3, b) or (3, a)

How many units would you like to purchase?
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Results of Last Round

Your role was: Buyer

The message you received from the seller: The quality is (2, a), (2, b), (3, b) or (3, a)
The number of units you purchased: 1 unit

The true quality is (2, a)

Your payoff for last round: 28 CNY

Combination of number and feature
(2,a) (2, b) (3,b) (3,a)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

Click to see your payment from the experiment



Screenshots for Treatment U, China Sample, Buyer, Round 16, After Seller Raised Awareness
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Round 16: Choose A Quantity to Purchase
Your assigned role in this round is: BUYER

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends
au_n Ilbll au_n

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. Your payoff from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

The message sent by the seller: The quality is (3, b) or (3, a)

How many units would you like to purchase?
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Results for the last round

Your assigned role: BUYER

Combination of number and feature
(2, a) (2, b) (3, b) (3, a)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

The message received from the seller: The quality is (3, b) or (3, a)
The number of units purchased by you is 3.
The true quality is (3, b).

Your payoff in the last round: 36 CNY

Click to see your payment from the experiment



Screenshots for Treatment U, China Sample, Buyer, Round 16, After the Seller Does Not Raise
Awareness
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Round 16: Choose A Quantity to Purchase
Your assigned role in this round is: BUYER
The message sent by the seller: The quality is 2 or 3

How many units would you like to purchase?
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Results of Last Round
Your role was: Buyer
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It turns out that besides having either 2 or 3, the quality of the object also depends on a feature “a” or
llbll.

Feature “a” is very valuable to you if the quality is 3 but undesirable if the quality is 2.

The payoff to you from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

The seller had the option to make you aware of this special feature when sending the message. (S)He
chose not to do so.

The true quality of the object is: (2, b)
The message you received from the seller: The quality is 2 or 3
The number of units you purchased: 2

Your payoff for last round: 32 CNY

Click to see your payment from the experiment



Screenshots for Treatment A, China Sample, Seller, Round 16
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Round 16: Choose A Message

Your role has been randomly re-assigned.
Your assigned role in this round is: SELLER
The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40
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Round 16: Choose A Message

Your role has been randomly re-assigned.
Your assigned role in this round is: SELLER
The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

Both you and the seller are now informed about the additional feature and the above payoff table. The
feature is randomly chosen.

The feature of the object is: a
Which message would you choose to send to the buyer?

You can choose to be silent about the feature: You can choose to mention the feature explicitly:



(2,a)

(2,a)or(2,b)

(2,a) or (3, b)

(2,a)or (3, a)
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Results for the last round

Your assigned role: SELLER, the quality is (2, a)

The message you sent to the buyer: The quality is (2, a), (2, b), (3, b) or (3, a)
The number of units purchased by you is 3.

The buyer purchased 1 unit.

Your payoff in the last round: 8 CNY

Click to see your payment from the experiment



Screenshots for Treatment U, China Sample, Seller, Round 16
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Round 16: Choose A Message

Your role has been randomly re-assigned.
Your assigned role in this round is: SELLER
The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40
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Round 16: Choose A Message

Your role has been randomly re-assigned.

Your assigned role in this round is: SELLER

The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature

ou_n

a or

“b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the

quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40




Till now the buyer has no idea about the possible special feature. As before (s)he is just aware of
qualities 2 and 3. With your message to the buyer, you may or may not choose to inform the buyer
about the possibility of the special feature. If you inform the buyer about the feature, then (s)he will also
see this table. Otherwise if you choose not to inform the buyer about the feature, then (s)he will remain
unaware of it. The feature is chosen randomly as well.

The feature of the object is: a
Which message would you choose to send to the buyer?

You can choose to be silent about the feature: You can choose to mention the feature explicitly:
o 2 o (2,a)
o 2o0r3 (2,a) or (2, b)
(2,a) or (3, b)
(2,a)or (3, a)
(2,a),(2,b),or(3,b)
(2,a),(2,b),or(3,a)
(2,4a),(3,b),or(3,a)
(2,a),(2,b),(3,b),or (3 a)

O O O O O O O



C.3 Screenshots for the China* Sample
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Screenshots for Treatment A, China* Sample, Buyer, Round 16
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Round 16: Choose A Quantity to Purchase
Your role has been randomly re-assigned.
Your assigned role in this round is: BUYER

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. Your payoff from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

Both you and the seller are now informed about the additional feature and the above payoff table. The
feature is randomly chosen. The seller has been informed which feature has been randomly chosen
along with the randomly chosen number of quality.

As before, the message of the seller has to contain the true number. The seller can be silent on the
feature but whenever (s)he mentions the feature in her/his message, it must contain the true feature.

The seller is now choosing the message to send to you.

Please click “Continue” and wait for the seller’s message. The above payoff table will still show in the
next step when you make your decision on quantity to purchase.
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Round 16: Choose A Quantity to Purchase

Your assigned role in this round is: BUYER

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

The message sent by the seller: The quality is (2, a), (2, b), (3, b) or (3, a)

How many units would you like to purchase?




Screenshots for Treatment U, China* Sample, Buyer, Round 16, After Seller Raised Awareness
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Round 16: Choose A Quantity to Purchase

Your assigned role in this round is: BUYER

(3.a)
14
22
28
40

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

“u_n Ilbll “u_n

on a feature “a” or

. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the

quality is 2. Your payoff from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

As before, the message has to contain the true number.

The message sent by the seller: The quality is (2, b) or (3, a)

How many units would you like to purchase?




Screenshots for Treatment A, China* Sample, Buyer, Round 16, After the Seller Does Not Raise
Awareness
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Round 16: Choose A Quantity to Purchase
Your assigned role in this round is: BUYER
The message sent by the seller: The quality is 2 or 3

How many units would you like to purchase?
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Results of Last Round

Your role was: Buyer

ou_n

It turns out that besides having either 2 or 3, the quality of the object also depends on a feature “a” or
llbll.

Feature “a” is very valuable to you if the quality is 3 but undesirable if the quality is 2.

The payoff to you from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

The seller had the option to make you aware of this special feature when sending the message. (S)He
chose not to do so.

The true quality of the object is: (2, b)
The message you received from the seller: The quality is 2 or 3
The number of units you purchased: 2

Your payoff for last round: 32 CNY

Click to see your payment from the experiment



Final Payment Screen, China and China* Samples
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Your payment from the experiment

The random chosen round is: Round 14

Your payoff from the random chosen round is: 36 CNY
Plus the participation fee: 10 CNY

Your payment from the experiment is: 40 CNY



Screenshots for Treatment A, China* Sample, Seller, Round 16
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Round 16: Choose A Message
Your role has been randomly re-assigned.
Your assigned role in this round is: SELLER

The quality of the object in this round is: 2
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It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature

“u_n

Ilbll

. Feature “a

is very valuable to you if the quality is 3 but highly undesirable if the

quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature

(2,a) (2, b) (3, b) (3,a)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40
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Round 16: Choose A Message

Your role has been randomly re-assigned.
Your assigned role in this round is: SELLER
The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature

(2,a) (2, b) (3, b) (3,a)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40




Both you and the seller are now informed about the additional feature and the above payoff table. The
feature is randomly chosen.

The feature of the object is: a

As before, the message of the seller has to contain the true number. You can be silent on the feature but
whenever the feature is mentioned, it must contain the true feature.

Which message would you choose to send to the buyer?

You can choose to be silent about the feature: You can choose to mention the feature explicitly:
o 2 o (2,a)
o 2o0r3 (2,a)or(2,b)

(2,a)or(3,b)
(2,a)or(3,a)
(2,a),(2,b),or(3,b)
(2,a),(2,b),or(3,a)

(2,a), (3, b),or(3,a)
(2,a),(2,b),(3,b),or(3,a)

0O O O O O O O



Screenshots for Treatment U, China* Sample, Seller, Round 16
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Round 16: Choose A Message

Your role has been randomly re-assigned.
Your assigned role in this round is: SELLER
The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends
au_n Ilbll au_n

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40
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Round 16: Choose A Message
Your role has been randomly re-assigned.
Your assigned role in this round is: SELLER

The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

“u_n

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,a)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

Till now the buyer has no idea about the possible special feature. As before (s)he is just aware of

qualities 2 and 3.

With your message to the buyer, you may or may not choose to inform the buyer about the possibility

of the special feature.




If you inform the buyer about the feature, then (s)he will also see this table. Otherwise if you choose not
to inform the buyer about the feature, then (s)he will remain unaware of it. The feature is chosen
randomly as well.

The feature of the objectis: b
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Round 16: Choose A Message
Your role has been randomly re-assigned.

Your assigned role in this round is: SELLER



The quality of the object in this round is: 2

It turns out that besides having either quality 2 or 3. In this round the quality of the object also depends

on a feature “a” or “b”. Feature “a” is very valuable to you if the quality is 3 but highly undesirable if the
quality is 2. The payoff to the buyer from purchasing a certain quantity is given in the following table:

Combination of number and feature
(2,a) (2, b) (3, b) (3,2)
Quantity to X=1 28 20 16 14
purchase X=2 16 32 24 22
X=3 8 20 36 28
X=4 2 14 24 40

Till now the buyer has no idea about the possible special feature. As before (s)he is just aware of
qualities 2 and 3.

With your message to the buyer, you may or may not choose to inform the buyer about the possibility
of the special feature.

If you inform the buyer about the feature, then (s)he will also see this table. Otherwise if you choose not
to inform the buyer about the feature, then (s)he will remain unaware of it. The feature is chosen
randomly as well.

The feature of the objectis: b

As before, the message has to contain the true number. You can be silent on the feature but whenever
the feature is mentioned, it must contain the true feature.

Which message would you choose to send to the buyer?

You can choose to be silent about the feature: You can choose to mention the feature explicitly:
o 2 o (2,b)
o 2o0r3 o (2,a)or(2,b)

(2, b) or (3, b)

(2, b) or (3, a)
(2,a),(2,b),or(3,b)
(2,a),(2,b),or(3,a)

(2, b), (3,b),or(3,a)
(2,a),(2,b), (3,b),or(3,a)

O O O O O O
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