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Appendix C: Instructions
Instructions Experiment 1 and 3
Welcome to the experiment!

The instructions are simple, and if you follow them carefully, you might be able to earn money for
yourself and another participant in the lab. Both what you and the other participant earn
depends on the decisions you make and on the decisions of the others. You will be privately
paid at the end of the experiment.

Earnings in the experiment will be denoted by francs. For every 10 francs you earn for yourself
in this experiment, you will receive 1 euro.

We ask that you do not communicate with other people during the experiment. Please refrain
from verbally reacting to events that occur during the experiment. This is very important.

Raise your hand when you have a question and one of the experimenters will come to your desk.

Structure of the experiment
The experiment consists of two parts. Part 2 will be explained after we have finished part 1.

In part 1, you will be asked to make 10 decisions. In part 2, you will be asked to make decisions
in 24 rounds. Only one of the 10 decisions in part 1 or one of the 24 rounds of part 2 will be
randomly selected for payment at the completion of the experiment. Payment will be made to you
in private.

Instructions Part 1

Option A Option B
1 { The other participant 80 You 125 1 The other participant 0 You 130
2 The other participant 80 You 120 2 The other participant 0 You 130
3 The other participant 80 You 115 3 The other participant 0 You 130
4 ( The other participant 80 You 110 4 The other participant 0 You 130
5 The other participant 80 You 105 5 The other participant 0 You 130
6 0 The other participant 80 You 100 8 ( The other participant 0 You 130
7 8 The other participant 80 You 85 7 The other participant 0 You 130
8 The other participant 80 You 90 8 The other participant 0 You 130
8 The other participant 80 You 85 9 The other participant 0 You 130
10 The other participant 80 You 80 10 The other participant 0 You 130

The options refer to payments to you and one of the other participants in this experiment. For
each option, two amounts will be displayed: one amount that you will receive yourself, and one
amount that another participant will receive. This other participant is one that we will randomly
choose. This other participant will remain anonymous to you.



Recall that only one of the 10 decisions in this part or one of the 24 rounds of part 2 will be
randomly selected for payment at the completion of the experiment. If one of the decisions in this
partis selected, all participants will be randomly matched into pairs. In each pair, one participant
will be randomly chosen, with a probability of 50%, to be the Proposer, and the other will be the
Receiver.

If you are chosen to be the Proposer, you will receive the amount you decided to receive in that
chosen decision and your paired Receiver will receive the amount you decide to give to "the other
participant”. Your paired Receiver's decisions in part 1 will have no influence at all.

Questions

To ensure that these instructions have been understood, we would like you to fill in the blanks
into the following statements by indicating how many francs both yourself and the other would
obtain if the following choices were made in the randomly selected rows:

1) Ifyou choose option A in row 1:
You: The Other:
2) Ifyou choose option B in row 4:

You: The Other:

Instructions Part 2

This part consists of 24 rounds. In every round, you will be asked to make decisions about the
sale and purchase of goods in markets. Recall that only one of the 24 rounds of this part or one of
the 10 decisions in the previous part will be selected randomly at the completion of the
experiment for payment.

Markets

In every round, you will be a member of a group. This group consists of you and three other
people. Two of you will play the role of sellers. A third group member is a buyer. The remaining
group member is passive: He or she can neither sell nor buy. However, he/she can incur losses
when the sellers and the buyer in his/her group trade.

The four group members will be randomly assigned to one of these roles at the beginning of the
experiment. The group composition is unknown to you and to other participants. You will not
know who is in your group. Others will not know whether you are in their group. In addition, we
will make new groups in every round. Thus, the members of your group will change from round
to round.

There are two possible goods that a seller can produce: a fair and an unfair good. When the buyer
buys a fair product, the passive group member will obtain 70 francs. In contrast, the passive group
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member will lose all of its 70 francs when the buyer buys an unfair product. If no good is traded,
the passive group member obtains 70 francs.

From one round to the next, buyers and sellers sometimes switch roles. So, when in one round
you are a seller, in the next, you may be a buyer. The role of the passive group member is fixed
throughout the experiment. In other words, once you are assigned the role of passive group
member in the first round of the experiment, you keep this role in all following rounds.

Sellers

In each round the two sellers have to make two choices. First they decide what kind of good they
would like to sell: a fair or an unfair good. Then they choose a price at which they would like to
sell their good to the buyer.

(Here text for Coordination treatment; see below)

Once both sellers have decided which good they would like to sell, they will be informed of the
decision of the other seller in the market. Only then will the sellers choose the price at which they
would like to sell their good. The price must be between 0 and 100 francs. At the end of each
round the sellers will be able to observe the price chosen by the other seller and whether a
transaction took place.

If a seller sells a good, he or she obtains the price he or she posted. If a seller sells the fair good to
the buyer, the seller must pay a production cost of 15 francs. A seller has zero production costs
when selling the unfair good, or when not selling anything.

In addition to payoffs achieved through transactions, the sellers will receive 70 francs in each
round regardless of whether they make a transaction or not.

Buyers

The buyer may choose to buy only one good from one of the two sellers. The buyer may also
decide not to purchase at all. Before making a choice, the buyer will be informed of the price of
the two goods and whether the goods are fair or unfair. If a buyer purchases either good, he or
she will receive a payoff of 80 francs minus the price he or she pays to the seller offering the good.
A buyer will also receive an additional 70 francs regardless of whether they purchase a good or
not.

Recall that when the buyer buys a fair product, the passive group member will obtain 70 francs.
In contrast, the passive group member will lose all of his/her 70 francs when the buyer buys an
unfair product. If no good is traded, the passive group member obtains 70 francs.




Questions

To ensure that these instructions have been understood we would like you to fill in the blanks
into the following statements by indicating how many francs both yourself and the passive group
member would obtain if the following choices were made in the randomly selected round.

1) Suppose you are a seller. You offer a fair good at the price 45 francs that is purchased by
the buyer. The payoffs are:

You: The passive group member: Other Seller: Buyer:

2) Suppose you are a buyer. You buy an unfair good at the price of 5 francs. The payoffs are:

You: The passive group member: Seller you chose: Other seller:

Formulas that may help you to answer the questions:
Profits buyer when not buying the product: 70

Profits buyer when buying a product: 70 + (80 - price)
Seller when not selling the product: 70

Seller when selling the FAIR product: 70 + price - 15
Seller when selling the UNFAIR product: 70 + price

Money for the passive group member when a FAIR product is bought or no transaction: 70

Instructions Experiment 2

Welcome to the experiment!

The instructions are simple, and if you follow them carefully, you might be able to earn money for
the purpose of environmental protection, as well as earn an amount of money for yourself. Both
what you earn and what you decide to leave as a donation to environmental protection
depends on the decisions you make and on the decisions of the others. You will be privately
paid at the end of the experiment.

Earnings in the experiment will be denoted by francs. For every 10 francs you earned for yourself
in this experiment, you will receive 1 euro. At the end of the experiment, we will donate the francs
that were designated for environmental protection to CarbonFund.org. CarbonFund.org is an
organization that allows individuals to offset their carbon footprint, which includes the emissions
from their homes, cars, and air travel. In particular, for every 10 francs retained for
CarbonFund.org, we will donate 1 euro to CarbonFund.org, which allows offsetting about 110 kg
of CO2. In addition to this, all participants will receive a 7.50 euro show up fee for attending the
experiment.



We ask that you do not communicate with other people during the experiment. Please refrain
from verbally reacting to events that occur during the experiment. This is very important.

Raise your hand when you have a question and one of the experimenters will come to your desk.

Structure of the experiment
The experiment consists of two parts. Part 2 will be explained after we have finished part 1.

In part 1, you will be asked to make 10 decisions. In part 2, you will be asked to make decisions
in 24 rounds. Only one of the 10 decisions in part 1 or one of the 24 rounds of part 2 will be
randomly selected for payment at the completion of the experiment. Payment will be made to you
in private. Contributions to CarbonFund.org will remain anonymous. At the end of the
experiment, we will publicly donate the total amount raised in this experiment to
CarbonFund.org. Other participants will not know what your personal donations were.

Instructions Part 1

Option A Option B

CarbonFund.org 80 You 125 CarbonFund.org 0 You 130
CarbonFund.org 80 You 120 CarbonFund.org 0 You 130

CarbonFund.org 0 You 130

O O N

1
2
3 CarbonFund.org 80 You 115
4

CarbonFund.org 80 You 110 CarbonFund.org 0 You 130

1 CarbonFund.org 80 You 105

o

CarbonFund.org 0 You 130

6 CarbonFund.org 80 You 100 CarbonFund.org 0 You 130

7 CarbonFund.org 80 You 95 CarbonFund org 0 You 130

8 CarbonFund.org 80 You 90 CarbonFund.org 0 You 120

© o o~ ®

9 CarbonFund.org 80 You 85 CarbonFund.org 0 You 130

10 CarbonFund.org 80 You 80 10 CarbonFund.org 0 You 130

In this stage of the experiment you will be asked to make 10 choices from the table on your screen.
You must choose between Option A and Option B in each of the 10 choices. These choices differ
in the amount of francs that you apportion to yourself and the amount that you leave for
CarbonFund.org. If one of the choices in this part is selected for payment at the end of the
experiment, your show-up fee (7.5 euros) is added to the amount presented in the table.

Questions

To ensure that these instructions have been understood, we would like you to fill in the blanks
into the following statements by indicating how many francs both both yourself and
CarbonFund.org would obtain:

1) Ifyou choose option A in row 1:

You: CarbonFund.org:



2) Ifyou choose option B in row 4:

You: CarbonFund.org:

Instructions Part 2

This part consists of 24 rounds. In every round, you will be asked to make decisions about the
sale and purchase of goods in markets. Recall that only one of the 24 rounds of this part or one of
the 10 decisions in the previous part will be selected randomly at the completion of the
experiment for payment.

Markets

In every round, you will be a member of a group. This group consists of you and two other people.
Two of you will play the role of sellers. The remaining member is a buyer. The three group
members will be randomly assigned to one of these roles at the beginning of each round. The
group composition is unknown to you and to other participants. You will not know who is in your
group. Others will not know whether you are in their group. In addition, we will make new groups
in every round. Thus, the members of your group will change from round to round.

There are two possible goods that a seller can produce: a fair and an unfair good. When the buyer
buys a fair product, CarbonFund.org will obtain 70 francs for carbon offset. In contrast,
CarbonFund.org will lose all of its 70 francs when the buyer buys an unfair product. If no good is
traded, CarbonFund.org obtains 70 francs.

Sellers

In each round the two sellers have to make two choices. First they decide what kind of good they
would like to sell: a fair or an unfair good. Then they choose a price at which they would like to
sell their good to the buyer.

(Here text for Coordination treatment; see below)

Once both sellers have decided which good they would like to sell, they will be informed of the
decision of the other seller in the market. Only then will the sellers choose the price at which they
would like to sell their good. The price must be between 0 and 100 francs. At the end of each
round the sellers will be able to observe the price chosen by the other seller and whether a
transaction took place.

If a seller sells a good, he or she obtains the price he or she posted. If a seller sells the fair good to
the buyer, the seller must pay a production cost of 15 francs. A seller has zero production costs
when selling the unfair good, or when not selling anything.

In addition to payoffs achieved through transactions, the sellers will receive 70 francs in each
round regardless of whether they make a transaction or not.




Buyers

The buyer may choose to buy only one good from one of the two sellers. The buyer may also
decide not to purchase at all. Before making a choice, the buyer will be informed of the price of
the two goods and whether the goods are fair or unfair. If a buyer purchases either good, he or
she will receive a payoff of 80 francs minus the price he or she pays to the seller offering the good.
A buyer will also receive an additional 70 francs regardless of whether they purchase a good or
not.

Recall that when the buyer buys a fair product, CarbonFund.org will obtain 70 francs for carbon
offset. In contrast, CarbonFund.org will lose all of its 70 francs when the buyer buys an unfair
product. If no good is traded, CarbonFund.org obtains 70 francs.

Questions

To ensure that these instructions have been understood we would like you to fill in the blanks
into the following statements by indicating how many francs both yourself and the passive group
member would obtain if the following choices were made in the randomly selected round.

1) Suppose you are a seller. You offer a fair good at the price 45 francs that is purchased
by the buyer. The payoffs are:

You: CarbonFund.org: Other Seller: Buyer:

2) Suppose you are a buyer. You buy an unfair good at the price of 5 francs. The payoffs
are:

You: CarbonFund.org: Seller you chose: Other seller:

Formulas that may help you to answer the questions:
Profits buyer when not buying the product: 70

Profits buyer when buying a product: 70 + (80 - price)
Seller when not selling the product: 70

Seller when selling the FAIR product: 70 + price - 15
Seller when selling the UNFAIR product: 70 + price

Money for CarbonFund.org when a FAIR product is bought or no transaction: 70



Additional text in Coordination treatment in Experiments 1 and 2:

The two sellers are allowed to make an agreement on which good they would like to produce. For
this purpose, both sellers can make a proposal to the other seller. The table below presents the
possible proposals that a seller can make:

The other seller’s product

Fair Good Unfair Good
My Fair Good Both produce fair goods | produce the fair good, the
product other seller produces the
unfair good
Unfair Good | produce the unfair good, Both produce unfair goods
the other seller produces
the fair good

The computer randomly chooses one seller to make the first proposal. If the other seller rejects
this proposal, the other seller can make a new proposal. Once a seller accepts the other seller’s
proposal, each offers the agreed upon product to the buyer.

If both sellers’ proposals are rejected, both sellers will have to choose the product type and the
price independently. If this is the case, they will only find out which good the other seller has
chosen to sell after both sellers have made their choices regarding the product type. After both
the sellers have made their choice of good the sellers have to choose a price at which to sell their
good.

Additional text in Coordination treatment in Experiment 3:

The two sellers are allowed to make an agreement on both offering the fair good. For this purpose,
both sellers are asked whether they agree that both offer the fair good. Both sellers must
answer "yes" or "no". If both choose "yes", each offers the fair product to the buyer. If one or two
sellers chooses "no", both sellers will choose the product type independently. In this case, they
will only find out which good the other seller has chosen to sell after both sellers have made their
choices regarding the product type.

After both the sellers have made their choice of good (with or without agreement), the sellers
have to choose a price at which to sell their good.



