Instructor: Dr. Abel Winn

Office: Located off-campus at the Koch building

Office Hours: By appointment

Office Phone: 828.8230

Email: Abel.Winn@MBMInstitute.org
Experimental Economics

Laboratory experiments have been used to further economic understanding for the last five decades.  Experiments allow economists to stress test economic theory in controlled conditions, use observed human behavior to inform new theories, test alternative economic policies and design market mechanisms and institutions to address real-world problems.  In this course students will build an understanding of experimental economics through a survey of experimental literature, critical analysis of experimental research papers, participation in in-class experiments, and designing a research experiment of their own.

ADA Statement

If you have a physical, psychiatric/emotional, or learning disability that may impact on your ability to carry out assigned course work, I encourage you to contact the Office of Disability Services (DS).  The office is located in Grace Wilkie Annex, 978-3309 (voice/tty). DS will review your concerns and determine, with you, what academic accommodations are necessary and appropriate for you.  All information and documentation of your disability is confidential and will not be released by DS without your written permission.

Grading

Final course grades will be assigned based on the student’s performance (i.e., grades will not be forced into a bell-curve distribution.  Performance percentages and grades will correspond as follows:

90 – 100%
A

80 – 89%
B

70 – 79%
C

60 – 69%
D

Below 60%
F

This scale may be relaxed if the requirements of the course prove too demanding, but will not be made more restrictive.  Changes to the scale will be solely at the discretion of the instructor.

Students’ grades will be based on the four following criteria:

In-Class Experiments
25%

Critical Reading(s)
25%

Experimental Project
50%

Lab Duty (Extra Credit)
up to 10%

In-Class Experiments

Lectures and class discussion will usually be motivated by an experiment conducted in the classroom.  Students will be graded on the basis of their performance in the experiment relative to the performance of their classmates.  (Participation in an experiment will guarantee a student a grade of no less than 70% for that experiment.)  Students will be allowed to drop the lowest third of their in-class experiment grades.

Critical Reading(s)

Each student will be required to read and critique one academic paper that makes use of experimental methods.  (The instructor will provide a list of possible readings, but students may select an unlisted paper with the instructor’s approval.)  Students will present a 20 – 30 minute discussion of the paper in front of the class.  After feedback from this discussion, students will submit a 5 – 10 page critique of the paper.  The discussion and written critique should do the following:

· Explain the economic question addressed by the paper

· Present the experimental design employed by the author

· Provide any relevant positive comments

· Provide any relevant negative comments

· Propose an improved design or an extension of the design

The presentation portion will account for two fifths of the student’s grade for a critical reading (i.e., 10% of their grade for the class).  The written portion will account for three fifths (15% of their grade for the class).

Experimental Project

Provided there is a sufficient number of students, experimental projects will be team projects.  Each team will develop a research topic and design an experiment to study that topic.  Projects will all have the following components:

Component

% of Project Grade

Description
Research Topic


15%


Each team will decide on a research topic 

and clear that topic with the instructor.  A 

report will be written formalizing the research topic. (1 – 3 pages)
Experimental


20%


Teams will provide a written description of

Institution(s)





the institution(s) used in their experimental

design. (1 – 3 pages)
Experimental


20%


Teams will design the economic 

Environment





environment used in their experimental 








design.  A written version of the design








will be submitted to the instructor. (1 – 3 

pages)
Subject Interface


10%


Teams will design a subject interface using








Visual Basic or a similar language.  The 

interface need not be operational.  

Class Presentation

35%


Each team will present their research topic, 

experimental design and subject interface to 

the class in a 30 – 45 minute presentation.  Teams will submit a written report on the presentation including salient criticisms from the class and their response to those criticisms.

Extra Credit: Voluntary Lab Duty

Students may earn extra credit up to 10% of their final grade by assisting in the running of experiments in WSU’s experimental lab.  Students may earn credit for assisting up to three times.  Their potential extra credit earned for the first, second, and third assistance shall be 3%, 3%, and 4% respectively.  Each instance of lab duty will require 2 – 4 hours, and students may assist in some or all of the following duties:

· Signing in subjects

· Setting up the lab for the experiment

· Answering subject questions during the experiment

· Monitoring experiment progress

· Calculating and distributing subject payments

· Cleaning up following an experiment

Students will be informed of opportunities for extra credit as they arise.  No more than two students will be allowed to assist with a given experiment.  Full credit will be earned for each instance of assistance provided the student exerts his full effort in good faith (i.e., students will not be penalized for errors or inefficiency due to inexperience).  All participation in lab duties shall be strictly voluntary and no student shall be penalized in any way for not participating.

Submission of Written Assignments

My preference is to receive electronic copies of the written portions of your assignment.  Please contact me if this is not possible.

Makeup Policy
Students will not have an opportunity to make up for missed participation in an experiment.  Students will also have no opportunity to make up a missed Experimental Project, since these are not due until the end of the semester.  Critical readings may be presented late.  However, an automatic half grade (5%) deduction will be incurred for each class period that passes between the due date and the completion date of the critical reading.
Academic Honesty

A standard of honesty, fairly applied to all students, is essential to a learning environment.  Students violating such standards must accept the consequences; penalties are assessed by appropriate classroom instructors or other designated people.  Serious cases may result in discipline at the college or University level and may result in suspension or dismissal.  Dismissal from a college for academic dishonesty constitutes dismissal from the University.”   This is an excerpt from the WSU Student Code of Conduct.  The complete Code may be found on-line in the WSU Policies and Procedures Manual at http://webs.wichita.edu/inaudit/ch8_05.htm.

Up to 75% of your grade will be influenced by the published works of other individuals.  Because of this you will be allowed to rely to a significant extent on their work.  However, plagiarism shall not be tolerated.  Any written work that you turn in must show original thought, even though it may rest on previously published works.  Please be sure you understand what plagiarism is and how to avoid it.  One useful resource is http://www.indiana.edu/`wts/pamphlets/plagiarism.shtml. 

Expected Course Schedule (Subject to Minor Revision as Necessary)
Section 1: Preliminary Building Blocks of Experimental Economics

Thursday, August 17th

Introduction & Expectations

Tuesday, August 22nd

Experiment & Discussion: Double Auction

Thursday, August 24th

Experimental Design: Environment & Institution


Reading:

· Smith, “Microeconomic Systems as an Experimental Science,” American Economic Review, 1982, pp. 923-930
Tuesday, August 29th

The Necessary Conditions for Credible Experimentation


Reading:

· Smith, “Microeconomic Systems as an Experimental Science,” American Economic Review, 1982, pp. 930-937
Thursday, August 31st

Forensic Exercise: Deconstructing Fehr & Tyran


Reading:
· Fehr & Tyran, “Does Money Illusion Matter?,” American Economic Review, Vol. 91, No. 5 (Dec. 2001), pp. 1239 – 1262
Section 2: Behavioral Experiments

Tuesday, September 5th
Experiment: Extensive Form Games
Thursday, September 7th
Discussion: Extensive Form Games

Reading:
· Hoffman, McCabe, Shachat & Smith, “Preferences, Property Rights and Anonymity in Bargaining Games,” On Reserve.
· McCabe & Smith, “A Comparison of Naïve and Sophisticated Subject Behavior With Game Theoretic Predictions,” Proceedings of the National Academy of Sciences of the United States, Vol. 97, No. 7 (Mar. 2000), pp. 3777-3781 
Tuesday, September 12th

Experiment & Discussion: Public Goods 

Thursday, September 14th

Risk Aversion: Measurement

Reading:

· Holt & Laury, “Risk Aversion and Incentive Effects,” American Economic Review, Vol. 92, No. 5 (Dec. 2002), pp. 1644-1655

Tuesday, September 19th

Risk Aversion: Inducement


Reading:

· Berg, Daley, Dickhaut & O’Brien, “Controlling Preferences for Lotteries on Units of Experimental Exchange,” Quarterly Journal of Economics, Vol. 101, No. 2 (May 1986), 281-306
Section 3: Market Experiments

Thursday, September 21st

Experiment & Discussion: Auctions in a Simple Demand Environment


Reading:
· Cox, Roberson & Smith, “Incentives and Behavior in English, Dutch and Sealed-Bid Auctions,” On Reserve.
Tuesday, September 26th

Experiment & Discussion: Auctions in Complex Demand Environments


Reading: 

· Porter, Rassenti, Roopnarine & Smith, “Combinatorial Auction Design,” Proceedings of the National Academy of Sciences of the United States of America, Vol. 100, No. 19 (Sep. 2003) pp. 11153 – 11157

Thursday, September 28th

Experiment: Virginia’s NOx Auction

Tuesday, October 3rd

Discussion: Virginia’s NOx Auction


Reading:

· Porter, Rassenti, Shobe, Smith & Winn, “The Design, Testing and Implementation of Virginia’s NOx Allowance Auction,” Working Paper (Provided by Instructor)
Thursday, October 5th
Experiment & Discussion: Electric Power Markets


Reading:

· Rassenti, Smith & Wilson, “Turning Off the Lights,” available online at http://www.cato.org/pubs/regulation/regv24n3/specialreport2.pdf 
Tuesday, October 10th
Experiment: Asset Trading
Thursday, October 12th
Discussion: Asset Trading


Reading:
· Porter & Smith, “Stock Market Bubbles in the Laboratory,” Journal of Behavioral Finance, On Reserve
Tuesday, October 17th
Fall Break – No Class

Thursday, October 19th

Critical Reading Presentations – Gary, Li Yee, Michael, Anthonio
Tuesday, October 24th

Critical Reading Presentations – Wade, Daniel, Joy, Jennifer
Thursday, October 26th
Experiment: Futures Markets

Tuesday, October 31st

Discussion: Futures Markets


Reading:

· Plott & Sunder, “Efficiency of Experimental Security Markets with Insider Information: An Application of Rational Expectations Models,” Journal of Political Economy, Vol. 90, No. 4 (Aug. 1982), pp. 663 – 698 

Thursday, November 2nd

Experiment: Compensation Election

Tuesday, November 7th – SPTE Administration

Discussion: Compensation Election


Reading:
· Smith, Oprea & Winn, “A Compensation Election for Binary Social Choice,” Proceedings of the National Academy of Sciences of the United States of America, Forthcoming (Provided by Instructor)
Section 4: System Experiments

Thursday, November 9th

Money Neutrality: Experiment

Tuesday, November 14th

Money Neutrality: Discussion


Reading:

· Winn, “Does Money Matter? An Experimental Investigation of Fiat Currency Inflation,” Working Paper (Provided by Instructor)
Thursday, November 16th

Multilateral Exchange: Experiment
Tuesday, November 21st

Multilateral Exchange: Discussion


Reading:

· Crockett, Smith & Wilson, “Exchange and Specialization as a Discovery Process,” Working Paper, available online at: http://gunston.gmu.edu/bwilson3/papers/CrockettSmithWilson.pdf 

Thursday, November 23rd

Thanksgiving Break – No Class

Tuesday, November 28th

General Equilibrium

Reading:

· Lian & Plott, “General Equilibrium, Markets, Macroeconomics and Money in a Laboratory Experimental Environment,” On Reserve
Thursday, November 30th

Experimental Project Presentations
Tuesday, December 5th

Experimental Project Presentations

Thursday, December 7th

Experimental Project Presentations

