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Principles of Economics | - Classroom Experiment (14): Location, Location, Location!  (Group ID)
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In this experiment, two students form a group, and two groups form a pair to part|0|pate in each round. Each
group represents a breakfast stand selling hamburgers. Each group chooses the location of their stand and
the price (%0, 1, 2, 3, ..., 50). Possible locations one can choose coincide with consumer locations—there are
nine consumers standing on the street, one each at location 1-9, so you can choose from 1-9 (see below):
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any stand to buy their breakfast, but need to pay a walking cost of $1 for each block they are away from the
stand (say to move from location 1 to location 2). They will randomize if they find two at equal distance.

The production cost of hamburgers is $0. Hence, the profit (=total revenue selling hamburgers) for each stand
is determined by the amount consumers one attracts. Your grade is total profit divided by 10.
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There are different regulations in each round, so please pay attention to the announcements:
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Round 1: To help poor students, hamburger price is fixed at $10. Firms can choose location freely.
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Round 2: All stands should be placed in the middle (location 5). Firms can choose prices freely (0-50).
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Round 3: Stands should be placed at the two ends (location 1/9) not blocking traffic. Prices are unregulated.
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Round 4: Stands are allowed to choose locations and then prices (seeing locations) without coordination.
AT GBS S PR AR L ERGR IV NFEARD -

Round 5: The government allows stands to choose locations and prices under coordination.
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(Round) (My location) (mark | ) (My price)
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(My opponent’s location) (mark 1) (their price)

AL g e D GHE7) > # i A g

(# of consumers who come to me) (My profit)
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