Instructions
You are now taking part in an economic experiment. Please read the following instructions carefully. Everything that you need to know in order to participate in this experiment is explained below. Should you have any difficulties in understanding these instructions please notify us. We will answer your questions at your cubicle.

You will start the experiment with an endowment of $10, which is your show-up fee. During the course of the experiment you can earn more money.  The amount that you earn during the experiment depends on your decisions. All the gains that you make during the course of the experiment will be exchanged into cash at the end of the experiment. The exchange rate will be:

100 francs = $1

The experiment is divided into 20 periods. In each period you have to make decisions, which you will enter on a computer screen. The decisions you make and the amount of money you earn will not be made known to the other participants – only you will know them.

Please note that communication between participants is strictly prohibited during the experiment. In addition we would like to point out that you may only use the computer functions which are required for the experiment. Communication between participants and unnecessary interference with computers will lead to the exclusion from the experiment. In case you have any questions don't hesitate to ask us.

Experimental Procedures
In this experiment, you will take on the role of an individual running a lemonade stand. There will be 20 periods in which you will have to make decisions on how to run the business. These decisions will involve the location of the stand, the sugar and lemon content and the lemonade color and price. The decisions you make in one period, will be the default choices for the next period.

At the end of each period, you will learn how much profits you made during that period. You will also hear some customer reactions that may help you with your choices in the following periods. 
Previous Manager Guidelines
The previous manager of the lemonade stand has left you guidelines on how to run the business. The letter from the previous manager is the following:

Dear X,

I have enclosed the following guidelines that you may find helpful in running your lemonade stand. These guidelines are based on my previous experience running this stand.  

When running my business, I followed these basic guidelines: 

	Location
	Business District

	Sugar Content
	3%

	Lemon Content
	7%

	Lemonade Color
	Green

	Price
	8.2 francs


With these choices, I was able to make an average profit of 85 francs per period. 
I have experimented with alternative choices of sugar and lemon content, as well as lemonade color and price. The above choices were the ones I found to be the best. I have not experimented with alternative choices of location though. They may require very different strategies.
Compensation
Your compensation will be based on the profits you make running the lemonade stand. You will get paid 50% of your total profits during the 20 periods of the experiment. 
For example, if your total profits during the 20 periods of the experiment were 2400 francs, you will earn 1200 francs. 

· Do you have any questions?
Note Table
To help you keep track of your choices and outcomes in each period, we have included the following table. Please use this table if you want to take any notes during the course of the experiment.

	Period
	Location
	Sugar Content
	Lemon Content
	Lemonade Color
	Price
	Profit
	Feedback
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Please describe your strategy in detail and the motives behind your strategy. How did the compensation affect your strategy?

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

