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Overview

You are buying a used car. The seller has 20 cars.

You know the range of car values, but not the value of
any particular car.

The seller knows the value of each available car.
* You offer seller a price.

Seller shows you which cars they will sell at that price.

You select one of the offered cars and pay the seller.
*  You then learn the car’s value.
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Introduction Game Screen Select how much you are

willing to pay for a car and
submit the offer.

Gotit
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After seeing
your offer, the
seller shows
you which cars
they are willing
to sell to you at
that price.

creen Game Screen

Select which of the
remaining cars you will buy.
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Payoffs Payoffs
Payoff
« If there are no cars that the seller is willing to sell you for your Payoff
offered price, your payoff is zero. < If there are no cars that the seller is willing to sell you for your

offered price, your payoff is zero.
¢ Otherwise:
Payoff = Car's Market Value - Price Paid

Example
Market Value of the Price Paid - Payoff
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Payoffs

Payoff
« If there are no cars that the seller is willing to sell you for your
offered price, your payoff is zero.
+  Otherwise:
Payoff = Car’s Market Value - Price Paid

Example
Market\(/:alue ofthe Price Paid = Payoff
ar
$2000 - $3200 = -$1200
Market for Lemons 12
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A Voblab

A playground for deci

r Price and Quality Market #1
is actually

Market for Lemons!!

Did you lose money?!
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Game Time!

Market for Used Cars

Game Results: Offers vs. Values

8l Lemon Market Buyer

Average Values and Offers
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Game Results

Game Results
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Game Results
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Buyer Offer
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Game Results
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A playground for decisions

Market for Insurance

Price and Quality Market #2
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Insurance Market

Overview
* Humans have settled Mars!
» Meteor strikes threaten to destroy homes on Mars.
* You sell meteor insurance to the homes on Mars.
* You can only set a single price
* Homeowners see this price and decide to buy or not
+ Revenues depend on how many homeowners buy

» Costs depend on the values of the insured homes
destroyed in the meteor shower.

Insurance Market @ www.moblab.com Serious games. Seriously fun

Game Screen

Possible buyers of homeowners insurance
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Insurance Market (@) www.moblab.com Serious games. Seriously fun

Game Screen

Expected homes damaged. Range of home values.
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Insurance Market ® www.moblab.com Serious games. Seriously fun.
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Game Screen

Move the slider to choose a price
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ETEOR INSURANCE PRICE

Insurance Market () www.moblab.com Serious games. Seriously fun.

Game Screen

Press button to set price

$20K-5200K ] anl(m
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METEOR INSURANCE PRICE

Insurance Market @ www.moblab.com Serious games. Seriously fun.

Game Screen

Meteor shower ensues ...

End of Round 1

Insurance Market @www moblab.com Serious games. Seriously fun.

Payoffs Happy playing!

Profit from Insurance Sales
*  Profit = Price x N — Sum(Values of Damaged Homes)

An Example
*  You set price to T0K and 10 homeowners buy
Revenue = $10,000x10 = $100,000
« Two homes are damaged (50K and 30K)
Cost = $50,000 + $30,000 = $80,000
+  Profit = $10,000x70 - ($50,000 + $30,000) = $20,000

Insurance Market @www moblab.com Serious games. Seriously fun.

Game Time!

Market for Insurance

Price and Quality Market #2
is actually

Market for Adverse Selection!!

Did you lose money?!
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Game Results: First 3 Rounds

Average Home Value & Profit (for Each Premium)

Aggregate
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Insurance Market () www.moblab.com Serious games. Seriously fun.

Game Results: Last 3 Rounds

Average Home Value & Profit (for Each Premium)

Aggregate
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Insurance Market @ www.moblab.com Serious games. Seriously fun.
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