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1. Introduction

You are about to take part in an interactive game. To get the most out of the game, you are asked to adhere to the rules and objectives. In this case, that is simple. Your objective is to make as much “profit” as you can. You must also not divulge to any of the other participants any of the information you will be given on an individual basis in the game.

You will be a participant in a market, either buying or selling a hypothetical good, and trying to make as much profit (or satisfaction, if you are a consumer/buyer) as you can from doing so. Second, the controller will not knowingly tell you any lies in the conduct of the game.

Part A

(1) Reference to money refers to “game money”, which is worthless outside the game.     

(2) You are either the buyer or the seller of a good, called X. All units of X are similar, and you cannot tell them apart. If you are a buyer, you may buy one or more of X at any one transaction, and you may make as many transactions as you wish in each period (but you cannot re-sell the item or items). At the beginning of the trading period, the controller will give you a piece of paper (BUYER’S SCHEDULE), which will show you how much he or she will pay you for one, two, three (etc) units of item X. For example, suppose that the buyer’s schedule is as follows:

BUYER’S SCHEDULE
Redemption prices




First unit

Second unit

Third unit

  £


    19


      13


       8

Don’t show this piece of paper to anyone else.

This says that the controller will pay you £19 for supplying (him) with a first unit of  X, a further £13 for supplying (him) with a second unit, and a further £8 for a third unit. In total, you will get £19 for supplying one unit, £(19 + 13) = £32 for two units, and £(19 + 13 + 8) = £40 for three units. Suppose that you pay £15 to one of the other participants for a unit. If it is the first unit you supply to the controller, he will give you £19 for it, so you can pocket £4. If you have already supplied the controller with one unit, then you will only be paid £13 for the next unit you supply (i.e. the second unit), so you would make a loss of £2. As you don’t wish to do that, you will only supply the controller with a single unit. Of course, if you can obtain the second unit for £12 or less, you will buy it as well as the first one. Similarly for the third unit.

(3) Each seller has a piece of paper (SELLER’S SCHEDULE) which shows how much it costs him or her to produce the various units as shown in the example below:

SELLER’S SCHEDULE

      Cost of production




First unit

Second unit

Third unit


£

     7


      10


      14

Don’t show this piece of paper to anyone else.

      You should sell your first unit if you can get £8 or more for it, but you may wish to shop around for the best buyer. However, you should only sell a second unit if you can get £11 or more for it, or else you will make a loss, as it costs ₤10 to produce. Similarly, you will need to receive more than £14 if you are to sell a third unit. You don’t have to pay for units that you do not sell: think of it that you are ordering units of X from a central warehouse when you make a sale.

(4) A buyer and seller may also trade a package of 2 or 3 units at a time.  If you are a seller, and sell the first two units, they will cost you £(7 +10) to produce (and not £7 each), so your selling price should reflect that. If you have already sold a unit, then the package of the next two units will cost you £(10 + 14) to produce. Similarly, if you are a buyer, the controller will pay you  £(19 + 13) for a package of the first two units which you provide, and not £19 each; you will be paid £(13 + 8) for a package of the second and third units provided. 

(5) You will now be given a disc, red for buyers, numbered in turn 1, 2, 3…, and blue for sellers, numbered in turn  11, 12, 13… This is your player number, and you should wear it.  There will be an equal, or almost equal, number of buyers and sellers. We can’t tell you whether all the buyers’ schedules are the same or different; nor can we say about the sellers’ schedules.

(6) If you are buying or selling what is for you a second unit, you may be trading with someone who is selling or buying what is to them a first or a third unit. That doesn’t matter, as all the units are exactly the same. Your second unit can quite easily be someone else’s first or third, and vice versa. You don’t need to know how many units your trading partner has already traded.

(7) You are given a Summary Sheet like the one below. Write on it your name, date and your participant number in the game. The first period is to last a maximum of five minutes. As you buy or sell a unit, write the traded price, and the number of the person you traded with, onto the Summary Sheet.

 Summary Sheet

Name……Jorgen Bloggs…   Date  7-9-07….    Participant Number…3……..

	Period number


	First unit

Price     Traded with
	Second unit

Price       Traded with
	Third unit

Price    Traded with
	Profit

	1


	15
	12
	10
	14
	-
	-
	4 + 3     = 7

	2
	11
	12
	11
	12
	
	
	(19 + 13) –(2x11) = 10

	3
	etc
	
	
	
	
	
	


      The Sheet shows that you are conducting the game on the seventh of September, and that your Participant Number (3) is that of a buyer. You bought a first unit from seller number 12 for £15, and since the controller will pay you £19 for it, you make a profit of £4. You then bought a second unit for £10 from seller 14, and since you will get £13 back for it, you make a profit of £3. You don’t trade a third unit. Your total profit is £7 (= 4 + 3).

      In period 2, you bought both units for 11 each at the same time from seller 12, giving you a profit of (19 + 13) – (2 x 11) = 10.

(8) You may now mingle with the other participants and try to conduct exchanges. 

(9) In period 2, we go back to square one and start again, with the same buyer and seller schedules. Sellers have up to 3 more X’s to sell, buyers may buy up to 3 more X’s. Period 2 and subsequent periods are to last for a maximum of 3 minutes.
(10) The game will last from 4 to 6 periods.

2. Part B

In Part A, you conducted the game by meeting on a one-to-one basis. This is how many markets operate. For example, if you buy a car, you go to a salesman in one company, then on to another salesman in another company, etc. You don’t usually have 2 or 3 salesmen talking to you at once. But there are other ways of trading, and we now look at one of them. It is called a double auction, and essentially follows the same rules as the Stock Exchange.  

Using the same buyer or seller schedule as in Part A, you are to conduct trading as one large group. Here are the trading rules:

(1) Sellers can sell up to 3 X’s and buyers can buy up to 3 X’s. Unlike a Stock Exchange, any one person cannot both buy and sell. You can only trade one X at a time, to make the process manageable manually.

(2) To trade, call out your participant number and the words “to buy at (price)” or “to sell at  (price)”. E.g.  “3 to buy at 9” or “12 to sell at 17”. (Remember that if you are buying, you  start off trying to pay as little as possible, and raising your bid if necessary, but if you are selling, start asking  high and then come down.)

(3) The auctioneer writes all bids and offers on the overhead projector. Buying bids 

     must go up and selling offers go down during the course of trade in one period.

(4) To accept a buying or selling offer, call out your participant number and say “accepts (price)” e.g. “4 accepts £15”.

(5) When a trade takes place, the seller passes a token to the buyer. Buyer and seller

immediately record the sale, and the change in cash holdings on their record sheet.  

(6) The trading period lasts up to 3 minutes, after which there will be one minute to fill in the record sheet.

Record Sheet – Buyers

	
	Period 1
	Period 2
	Period 3
	Period 4

	Price paid:                          unit 1
	
	
	
	

	                                           unit 2
	
	
	
	

	                                           unit 3
	
	
	
	

	Total price paid ((P)
	
	
	
	

	
	
	
	
	

	Redemption values (for 

units bought only)             unit 1
	
	
	
	

	                                          unit 2
	
	
	
	

	                                          unit 3
	
	
	
	

	Total redemption values ((R)
	
	
	
	

	
	
	
	
	

	Profit or surplus = (R - (P
	
	
	
	


Record Sheet - Sellers

	
	Period 1
	Period 2
	Period 3
	Period 4

	Price paid:                          unit 1
	
	
	
	

	                                           unit 2
	
	
	
	

	                                           unit 3
	
	
	
	

	Total price paid ((P)
	
	
	
	

	
	
	
	
	

	Cost of production (for 

units sold only)                 unit 1
	
	
	
	

	                                          unit 2
	
	
	
	

	                                          unit 3
	
	
	
	

	Total cost of production((C)
	
	
	
	

	
	
	
	
	

	Profit or surplus = (P - (C
	
	
	
	


BUYER’S SCHEDULE
Redemption prices: Buyer 1




First unit

Second unit

Third unit

  £


    49


       19


       17


Don’t show this piece of paper to anyone else.

BUYER’S SCHEDULE
Redemption prices: Buyer 2




First unit

Second unit

Third unit

  £


    47


        21


       15


Don’t show this piece of paper to anyone else.

BUYER’S SCHEDULE
Redemption prices: Buyer 3




First unit

Second unit

Third unit

  £


    45


       23


       13


Don’t show this piece of paper to anyone else.

BUYER’S SCHEDULE
Redemption prices: Buyer 4




First unit

Second unit

Third unit

  £


    43


       25


       11


Don’t show this piece of paper to anyone else.

BUYER’S SCHEDULE
Redemption prices: Buyer 5




First unit

Second unit

Third unit

  £


    41


       27


        9

Don’t show this piece of paper to anyone else.

BUYER’S SCHEDULE
Redemption prices: Buyer 6




First unit

Second unit

Third unit

  £


    39


       29


       7


Don’t show this piece of paper to anyone else.

BUYER’S SCHEDULE
Redemption prices: Buyer 7




First unit

Second unit

Third unit

  £


    37


       31


       5

Don’t show this piece of paper to anyone else.

BUYER’S SCHEDULE
Redemption prices: Buyer 8




First unit

Second unit

Third unit

  £


    35


       33


       3


Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 11




First unit

Second unit

Third unit


£

     2


        17                                 18

Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 12




First unit

Second unit

Third unit


£

     3


       16


       19

Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 13




First unit

Second unit

Third unit


£

     4


      15


       20

Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 14




First unit

Second unit

Third unit


£

     5


       14


        21

Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 15




First unit

Second unit

Third unit


£

     6


       13


      22

Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 16




First unit

Second unit

Third unit


£

     7


        12


       23

Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 17




First unit

Second unit

Third unit


£

     8


        11


       24

Don’t show this piece of paper to anyone else.

SELLER’S SCHEDULE

      Cost of production: seller 18




First unit

Second unit

Third unit


£

     9


       10


      25

Don’t show this piece of paper to anyone else.

1
2

