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A Selection into contracts

As described in Section 4 in the main paper, we allow for voluntary contract agreements. To

check if selection biases our estimates, we do the following. First, we compare potential selection

between the control and the anchor group. Second, we test if the sample who agreed on contracts

differs from the whole sample, that is, all people that participated in our study, including those

who did not agree on a contract.

Table I presents a comparison of contract offers and acceptances by experimental groups.

The share of offered contracts corresponds to the share of sellers who offered a contract to the

buyer. In total, 231 sellers offered and only 11 sellers did not offer a contract (6 in the control

and 5 in the anchor treatment). The relative number offered is the average share of the sellers’

estimated total number of produced goods that were offered to the buyers. The share of accepted

contracts is the share of sellers’ offers that were accepted by the buyers. We use a two-sided t-test

to test for differences in the average relative offers and Pearson’s chi-squared test for the shares

of contracts offered and accepted. The p-values support the conclusion that the contract-related

variables are similar across the two experimental groups.

TABLE I: Comparison of contract offers and acceptances by experimental groups

control anchor p-value N

share of offered contracts (%) 95.1 95.8 0.779 242
relative number offered (%) (full sample) 61.7 63.6 0.476 231
relative number offered (%) (data used) 61.6 65.3 0.232 172
share of accepted contracts (%) 81.9 81.7 0.975 186

Next, we check if there is selection into the sample by our main independent variable Under-

/overestimation and other characteristics including, again, the anchor treatment, as well as

Location (an indicator for the research site) and Female (an indicator which is 1 if the partic-

ipant identifies as a woman and 0 otherwise). In Table II, we present results from a logistic

regressions with robust standard errors and inclusion in the sample as the dependent variable.

The dependent variable Sample is 1 when included in the sample (N=172) and 0 otherwise

(N=70). We present odd ratios in this table. All estimates of the independent variables are

insignificant. The regressions confirm that selection bias is, if at all, a minimal concern.
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TABLE II: Determinants of inclusion in the sample

Sample

(1) (2) (3)

Under-/overestimation -0.025 -0.018 -0.021
(0.031) (0.033) (0.034)

Anchor -0.302 -0.239
(0.301) (0.301)

Location 0.422
(0.306)

Female 0.228
(0.340)

Constant 0.972*** 1.107*** 0.873***
(0.174) (0.215) (0.247)

Observations 242 242 242
Pseudo R2 0.003 0.006 0.017

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

B Additional tables

TABLE III: Observations in contract stages and experimental groups by estimation type

correct estimate underconfident overconfident Total

Contracting
total sellers 17 (7.02%) 59 (24.38%) 166 (68.60%) 242 (100%)
offers (seller) 16 (6.93%) 56 (24.24%) 159 (68.83%) 231 (100%)
acceptances (buyer) 16 (8.60%) 45 (24.19%) 125 (67.20%) 186 (100%)
data used in analysis1 14 (8.14%) 42 (24.42%) 116 (67.44%) 172 (100%)

Experimental groups
control 11 (64.71%) 42 (71.19%) 68 (41.72%) 121 (50.63%)
control (data used)1 10 (71.43%) 32 (76.19%) 49 (42.24%) 91 (52.91%)
anchor 6 (35.29%) 17 (28.81%) 95 (58.28%) 118 (49.37%)
anchor (data used)1 4 (28.57%) 10 (23.81%) 67 (57.76%) 81 (47.09%)
1 Our data set in the analysis comprises 172 observations in total (91 in the control and 81 in the
anchor condition). Although we collected data from 186 sellers who accepted contracts, we had to
drop 14 observations due to lost data from power outages in the field.
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TABLE IV: 1st stage results for Table 3 in the main paper

Under-/overestimation

(2) (4)

Anchor 2.681*** 2.873***
(0.662) (0.727)

Shock 0.040 0.667
(0.683) (0.709)

Performance -0.373*** -0.432***
(0.087) (0.093)

Constant 5.732 4.620
(1.354) (5.307)

Observations 172 172
R2 0.181 0.254
Covariatesa No Yes

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Notes. Anchor is a dummy variable (1=anchor
treatment), all other variables are described in
the notes of Table 3 in the main paper.
aCovariates are described in the notes of Table
2 in the main paper.

TABLE V: Robustness test of Table 3 in the main paper excluding the performance variable

(1) (2) (3) (4)
OLS IV OLS IV

Over-/underestimation 0.244*** 0.338** 0.255*** 0.312**
(0.050) (0.147) (0.050) (0.127)

Shock 0.425 0.406 0.525 0.520
(0.455) (0.455) (0.470) (0.455)

Constant 0.737** 0.505 -1.084 -1.243
(0.363) (0.511) (2.885) (2.893)

Observations 172 172 172 172
Adjusted R-squared 0.128 0.108 0.172 0.165
Covariates No No Yes Yes

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Notes. This table presents estimates of OLS regressions in models (1)
and (3). Models (2) and (4) present estimates of IV regressions us-
ing the anchor treatment as an instrument for under-/overestimation.
Coefficients are estimated without (models (1) and (2)) and with covari-
ates (models (3) and (4)). Under-/overestimation reflects sellers’ per-
formance misperception and ranges from -12 to 19 (negative numbers
indicate underestimation, positive numbers overestimation), and Shock
is a dummy variable (1=shock treatment).
aCovariates are described in the notes of Table 2 in the main paper.
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TABLE VI: 1st stage results for Table V

Under-/overestimation

(2) (4)

Anchor 3.104*** 3.326***
(0.683) (0.670)

Shock 0.327 0.197
(0.698) (0.702)

Constant 0.949 -0.563
(0.660) (5.811)

Observations 172 172
R2 0.109 0.172
Covariatesa No Yes

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Notes. Anchor is a dummy variable (1=anchor
treatment), all other variables are described in
the notes of Table V.
aCovariates are described in the notes of Table
2 in the main paper.
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TABLE VII: Robustness test of Table 3 in the main paper including a dummy variable for
fulfillable contracts

(1) (2) (3) (4)
OLS IV OLS IV

Over-/underestimation 0.289*** 0.516* 0.300*** 0.427**
(0.055) (0.275) (0.057) (0.213)

Shock 0.561 0.539 0.603 0.601
(0.455) (0.467) (0.474) (0.458)

Performance 0.200*** 0.236*** 0.161** 0.189**
(0.065) (0.072) (0.076) (0.078)

Fulfillable contract -0.027 1.214 0.131 0.822
(0.628) (1.692) (0.623) (1.333)

Constant -1.807** -3.757 -2.984 -3.722
(0.856) (2.383) (3.003) (3.282)

Observations 172 172 172 172
Adjusted R-squared 0.160 0.079 0.188 0.163
Covariates No No Yes Yes

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Notes. This table presents estimates of OLS regressions in models (1)
and (3). Models (2) and (4) present estimates of IV regressions using
the anchor treatment as an instrument for under-/overestimation. Coef-
ficients are estimated without (models (1) and (2)) and with covariates
(models (3) and (4)). Under-/overestimation reflects sellers’ performance
misperception and ranges from -12 to 19 (negative numbers indicate under-
estimation, positive numbers overestimation), Shock is a dummy variable
(1=shock treatment), sellers’ performance in the real-effort task is a con-
tinuous variable ranging from 0 to 25, and Fulfillable contract is a dummy
variable (1=contract fulfillable).
aCovariates are described in the notes of Table 2 in the main paper.
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TABLE VIII: 1st stage results for Table VII

Under-/overestimation

(2) (4)

Anchor 1.773*** 2.036***
(0.603) (0.605)

Shock 0.176 0.082
(0.606) (0.560)

Performance -0.141* 0.203**
(0.081) (0.085)

Fulfillable contract -4.931*** -4.839***
(0.653) (0.664)

Constant 7.121*** 3.485
(1.035) (4.927)

Observations 172 172
R2 0.180 0.255
Covariatesa No Yes

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Notes. Anchor is a dummy variable (1=anchor
treatment), all other variables are described in
the notes of Table VII. Fulfillable contract is a
dummy variable (1=contract fulfillable).
aCovariates are described in the notes of Table
2 in the main paper.
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TABLE IX: Robustness test of Table 4 in the main paper including a dummy variable for
fulfillable contracts

Contract Breach

(1) (2) (3) (4) (5) (6)

Overconf. Dummy 0.713*** 0.623** -0.424 0.713*** 0.639** -0.336
(0.255) (0.286) (0.491) (0.255) (0.284) (0.545)

Loss Dummy 0.111 -0.978**
(0.264) (0.497)

Overconf. Dummy × Loss Dummy 1.532***
(0.580)

Loss aversion -0.180*
(0.107)

Overconf. Dummy × Loss Aversion 0.259**
(0.126)

Fulfillable Contract -0.144 0.452 0.445 -0.149 0.449 0.476
(0.271) (0.372) (0.379) (0.271) (0.372) (0.377)

Performance 0.041 -0.030 -0.033 0.042 -0.026 -0.027
(0.033) (0.044) (0.045) (0.033) (0.043) (0.045)

Shock 0.403* 0.399* 0.447* 0.395* 0.388* 0.427*
(0.210) (0.224) (0.228) (0.213) (0.222) (0.227)

Offered Goods 0.102** 0.097** 0.098** 0.094**
(0.045) (0.046) (0.045) (0.045)

Constant -1.191** -2.415 -1.578 -1.148** -2.294 -1.353
(0.489) (1.576) (1.588) (0.524) (1.550) (1.652)

Observations 157 157 157 157 157 157
Covariates No Yes Yes No Yes Yes
Pseudo R-squared 0.062 0.144 0.177 0.062 0.144 0.164

Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Notes. aCovariates and loss aversion are described in the notes of Table 2.
The dependent variable is 1 if subjects breached the contract according to the definition in subsection 4.4 and
0 otherwise. Fulfillable contract is a dummy variable (1=contract fulfillable).
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TABLE X: Robustness test of Table 5 in the main paper including a dummy variable for
fulfillable contracts

Contract Breach

(1) (2) (3) (4) (5) (6)

Overestimation 0.104 -0.103 -0.214 0.0904 -0.241 -0.369*
(0.106) (0.172) (0.193) (0.107) (0.187) (0.200)

Loss Dummy -0.883 -1.982
(1.010) (1.592)

Overestimation × Loss Dummy 0.292 0.303
(0.194) (0.207)

Loss aversion 0.144 -0.218 -0.138
(0.167) (0.235) (0.245)

Overestimation × Loss Aversion 0.0893** 0.0984**
(0.0418) (0.0431)

Underestimation 0.0106 -0.0532 -0.136 0.0191 0.0326 0.0835
(0.476) (0.486) (0.565) (0.477) (0.465) (0.501)

Fulfillable Contract -0.722 -0.495 0.275 -0.584 -0.172 0.602
(0.780) (0.797) (1.081) (0.798) (0.802) (1.063)

Performance 0.314*** 0.298*** 0.185 0.308*** 0.277*** 0.148
(0.0968) (0.0977) (0.125) (0.0972) (0.0959) (0.119)

Shock -0.0292 -0.0699 -0.532 0.112 0.0664 -0.370
(0.632) (0.661) (0.750) (0.654) (0.638) (0.706)

Offered Goods 0.235* 0.239*
(0.132) (0.127)

Constant 0.747 1.318 -6.366 0.130 1.421 -4.842
(1.579) (1.723) (4.546) (1.738) (1.799) (4.428)

Observations 75 75 75 75 75 75
R-squared 0.138 0.167 0.279 0.148 0.202 0.307
Covariatesa No No Yes No No Yes

Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Notes. aCovariates and loss aversion are described in the notes of Table 2.
The dependent variable is continuous and follows the definition in subsection 4.4. The presented regressions
focus on subjects who breached the contract (N=75). Fulfillable contract is a dummy variable (1=contract
fulfillable).
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C Additional figures

FIGURE I: Histogram of under-/overestimation (N=172)
Notes. The histogram illustrates performance misperception in the real-effort task. Agents who underestimate
their performance range left of zero, agents who overestimate their performance range right of zero, and agents
who estimate their performance correctly have an under-/overestimation of zero.

FIGURE II: Histogram of seller’s offered goods (left) and sold goods (right) (N=172)
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FIGURE III: Histogram of loss aversion (N=172)

FIGURE IV: Histogram of payoff satisfaction (N=172)

References
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