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Kogan et al. test whether there are market communication effects in a “second-order statistic”

coordination game, where portfolio incentive effects are absent, when there is a preplay asset market

compared to when there is no such market. They find that a preplay market significantly diminishes

output in the coordination game compared to the control treatment without a preceding asset

market.

Hypothesis to bet on:

The presence of a preplay asset market lowers output in a “second-order statistic” coordination

game (a comparison of group output of the insider groups in the market treatment and the

control treatment in Experiment 2).

Power Analysis

The original p-value is reported as p < 0.01;

the exact p-value is p = 0.000026 based on a

z-test of the regression coefficient (regression 1

in Table 8, the coefficient for “Market”; or-

dered probit regression with group random ef-

fects and Huber-White standard errors). The

original sample size is 126 participants (54 in

the control treatment and 72 in the market

treatment). To achieve 90% power the required

sample size is 75 participants.

Sample

The sample for replication consists of 90 stu-

dents (5 sessions à 18 subjects; 2 sessions for the

control treatment, 3 sessions for the market

treatment) at the University of Innsbruck in

Austria. To keep the population as close as pos-

sible to the original experiment, subjects with

minimal prior exposure to coordination games

but with experience in market experiments are

selected.

Materials

For the coordination game, we use the ma-

terial of the original experiment (programmed

in z-Tree) which has been made available on

the journal’s webpage. The original mar-

ket experiment has been conducted using a

web-based trading platform developed at Penn

State. Since this program is unsupported and

undocumented for the most part, the asset mar-

ket is rebuilt in z-Tree (Fischbacher, 2007),

replicating the market design and implemen-

tation as closely as possible (based on several

screenshots and information provided by the

original authors). As the replication study is

conducted in German, all materials from the

original study are translated from English to

German.

Procedure

We follow the procedure of the original ar-

ticle, with only slight but unavoidable devia-

tions as outlined below. The following sum-
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mary of the experimental procedure is therefore

based on the section “A. Experimental Design”

(pp. 932–935) in the original study.

We conduct two sessions for the control

treatment and three sessions for market treat-

ment. Subjects intending to participate have to

register for two sessions and will be randomly

assigned to one of the treatments once regis-

tration has closed. Each session consists of 18

subjects, which are randomly assigned to either

one of two small three-person groups or one of

two large six-person groups. Assignments to

groups remain unchanged for all periods con-

ducted and every subject knows the group as-

signment and the size of their group as well as

the other groups. Throughout the entire ses-

sion, no communication between subjects is per-

mitted and all instructions, choices, and infor-

mation are transmitted via the computer termi-

nal (z-Tree program). Each session consists of

8 periods, all identical in structure.

In the control treatment, subjects sim-

ply play a “second-order statistic” coordination

game – i.e., the output is determined by the

second-lowest input – without a preceding as-

set market. In the market treatment, play-

ers participate in a two-stage game consisting

of an asset market followed by the coordination

game. Trading takes place anonymously over

one of two double-auction markets, populated

by a small and a large group each, i.e., 9 sub-

jects. The liquidating values of the securities

traded in the asset market depend upon the out-

put in the subsequent coordination game, where

the value in one market is determined by the

output of a small group, and the value in the

other market is determined by a large group.

After completing the experiment, subjects

will be privately paid in cash based on the same

incentives and using the same show-up fee ($6)

as in the original study (average earnings in the

original study were $13.18 per subject in the

control treatment and $11.40 in the market

treatment).

Analysis

The analysis of the respective hypothesis will

be performed exactly as in the original article.

That is, the group output of the market treat-

ment is compared to the output of the control

group without preceding asset market by em-

ploying an ordered probit regression with group

random effects and Huber-White standard er-

rors (regression 1 in Table 8, p. 943).

Differences from Original Study

The replication procedure is identical to that

of the original study, with some unavoidable de-

viations. This replication will be performed at

the University of Innsbruck, Austria, in 2015,

on students from the University of Innsbruck,

while the original data was gathered at the Lab-

oratory for Economic Management and Auc-

tions at Pennsylvania State University in Uni-

versity Park, USA, in 2006–2007, with subjects

from the same lab. The experiment will be con-

ducted in German and not in English as in the

original study.

The paper studies a number of treatments dif-

ferentiating between insiders and outsiders as

well as different incentives of the market rela-

tive to the coordination game (market L vs.

market H) in two different experiments. For

replication, the focus is only on the comparison

between insider groups and the control group

in Experiment 2. (The second experiment in

the original study only includes the market L

treatment as well.)
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