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@ What is the effect of uncertainty regarding the number
of contestants?

Do entrants overexpend effort in such an environment?

Do the payoffs of entering the contest end up being
equal to the opportunity cost?

How efficient are contests in this environment?
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matched into groups of four in each period (n = 4).

@ We also elicited risk preferences (and varied the order).

@ Values were iid draws from a uniform distribution on
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@ The opportunity cost (c) was an iid draw from a
discrete uniform distribution on {0, ...,25}

Centro
Vernon Smith

ECONOMIA EXPERIMENTAL

d Fra



Experimental Design

Endogenous
entry in
contests

Aycinena
Rentschler

@ To help alleviate boredom while waiting, those who
Design elect not to enter engage in a pastime.

Centro
Vernon Smith de
O




Experimental Design

Endogenous
entry in
contests

Aycinena
Rentschler

@ To help alleviate boredom while waiting, those who
Design elect not to enter engage in a pastime.

o Tic-tac-toe against the computer.

Centro
Vernon Smith de
O




Experimental Design

Endogenous
entry in
contests

Aycinena
Rentschler

@ To help alleviate boredom while waiting, those who
Design elect not to enter engage in a pastime.

o Tic-tac-toe against the computer.

@ Does not affect their payoffs.

Centro
Vernon Smith de
O




Experimental Design

Endogenous

entry in @ Subjects were students at Universidad Francisco
contests z
- Marroquin.
Aycinena
Rentschler

Design

Centro
Vernon Smith de

ECONOMIA EXPERIMENTAL

in




Experimental Design

Endogenous

entry in @ Subjects were students at Universidad Francisco
contests z
. Marroquin.

\". cinena
Rentschler

@ Each session lasted about 1.5 hours.

Design

Centro
Vernon Smith de

ECONOMIA EXPERIMENTAL

in




Experimental Design

Endogenous

entry in @ Subjects were students at Universidad Francisco
contests z
- Marroquin.
\ycinena
Rentschler

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

Design

Centro

XPERIMENTAL




Experimental Design

Endogenous

entry in @ Subjects were students at Universidad Francisco
contests z
. Marroquin.

Aycinena
Rentschler

@ Each session lasted about 1.5 hours.
@ Each subject began with a starting balance of

Q54 =~ US$6.73 to cover any losses.
IDizsig o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

Centro

XPERIMENTAL




Experimental Design

Endogenous . . . .
entry in @ Subjects were students at Universidad Francisco
contests P
. Marroquin.
Aycinena

Rentschler

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

o No subjects went bankrupt.

Design

Centro

XPERIMENTAL




Experimental Design

Endogenous . . . .
entry in @ Subjects were students at Universidad Francisco
contests P
. Marroquin.
Aycinena

Rentschler

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

o No subjects went bankrupt.

Design

Centro

XPERIMENTAL




Experimental Design

Endogenous

entry in @ Subjects were students at Universidad Francisco
contests P
. Marroquin.

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

o No subjects went bankrupt.

Design

@ Each subject also received a participation fee of
Q20 ~ US$2.50.

Centro
Vernon Smith

ECONOMIA EXPERIMENTAL

d Fra



Experimental Design

Endogenous

entry in @ Subjects were students at Universidad Francisco
contests P
. Marroquin.

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

o No subjects went bankrupt.

Design

@ Each subject also received a participation fee of
Q20 ~ US$2.50.

Centro
Vernon Smith

ECONOMIA EXPERIMENTAL

d Fra



Experimental Design

Endogenous . . . .
entry in @ Subjects were students at Universidad Francisco
contests P
‘ Marroquin.
Aycinena

Rentschler

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

IDizsig o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

o No subjects went bankrupt.

@ Each subject also received a participation fee of
Q20 ~ US$2.50.

o Average payoff: Q88.71 ~ US$11.09

Centro
Vernon Smith

ECONOMIA EXPERIMENTAL

d Fra



Experimental Design

Endogenous . . . .
entry in @ Subjects were students at Universidad Francisco
contests P
‘ Marroquin.
Aycinena

Rentschler

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

IDizsig o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

o No subjects went bankrupt.

@ Each subject also received a participation fee of
Q20 ~ US$2.50.
o Average payoff: Q88.71 ~ US$11.09
o Min: Q39 =~ US$4.88

Centro
Vernon Smith

ECONOMIA EXPERIMENTAL

d Fra



Experimental Design

Endogenous . . . .
entry in @ Subjects were students at Universidad Francisco
contests P
‘ Marroquin.
Aycinena

Rentschler

@ Each session lasted about 1.5 hours.

@ Each subject began with a starting balance of
Q54 =~ US$6.73 to cover any losses.

IDizsig o Participants were told that they could expend more
than their remaining balance, but that if they went
bankrupt they would not be paid for subsequent
earnings.

o No subjects went bankrupt.

@ Each subject also received a participation fee of
Q20 ~ US$2.50.
@ Average payoff: 088.71 ~ US$11.09

o Min: Q39 = US5%$4.88
[} Max: Q]_ZO ~ US$15 Centro

Vernon Smith

ECONOMIA EXPERIMENTAL

d Fra



Predictions
Entry

Endogenous
entry in
contests

Aycinena @ We consider symmetric Nash equilibrium.

Rentschler

Predictions

Centro
Vernon Smith de

ECONOMIA EXPERIMENTAL

in




Predictions
Entry

Endogenous
entry in
contests

Aycinena @ We consider symmetric Nash equilibrium.

Rentschler

@ Potential contestants only enter if their value is above
some entry threshold in equilibrium.

Predictions

Centro
Vernon Smith de
O




Predictions
Entry

Endogenous
entry in
contests

Aycinena @ We consider symmetric Nash equilibrium.

Rentschler

@ Potential contestants only enter if their value is above
some entry threshold in equilibrium.

@ This equilibrium entry threshold is the same regardless
Pzt of whether or not the number of entrants will be
revealed.

Centro
Vernon Smith de
O




Predictions
Entry

Endogenous
entry in
contests

Aycinena @ We consider symmetric Nash equilibrium.

Rentschler

@ Potential contestants only enter if their value is above
some entry threshold in equilibrium.

@ This equilibrium entry threshold is the same regardless
Pzt of whether or not the number of entrants will be
revealed.

@ This threshold, v, solves

¢ = vcF (v)" !
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Results

@ Entry is higher than predicted.

o Uninformed: Sign test, p = 0.0156
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Allocative efficiency
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is revealed means that total expenditure is higher when
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e W, o This is the opposite of the result for first-price auctions.
@ Payoffs of entering are less than the opportunity costs.
@ We still see a lot of effort choices close to zero.

o Entering in the hopes of winning with an effort of zero?
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