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Preface

There is an experimental-economics paradox. Inside the community of researchers car-
rying out laboratory experiments, these latter are seen as no more and no less than a
tool for empirical research. From the outside, however, the method is often perceived
as part of a particular sub-field, behavioural economics, which applies insights from
both economics and psychology for the better understanding of economic behaviour.
Experimental economics is also usually taught this way in most programmes, as part of
behavioural-economics classes.

It has, however, long been recognised that experimental and behavioural economics
are not the same. Behavioural economics is a research programme with a clear ambition
and a well-defined objective: improving economic analysis using realistic psychological
assumptions about human behaviour. Experimental economics, on the contrary, is not,
per se, a research programme. Rather, it is a research method based on experimental
control, applied to the typical topics in economic analysis.

The aim of this textbook is to help close the gap between the perception and reality
of experimental methods in economics. We cover experimental economics, i.e. con-
trolled experiments used as a tool to provide empirical evidence that is relevant for
economic research. The structure of the textbook thus mimics the way many economet-
rics textbooks have been written for decades: the coverage focuses on applied statistical
methods, the use of which is illustrated with economic results.

There are, however, a number of (good) reasons for this confusion between
behavioural and experimental economics, which is at the heart of the experimental—
economics paradox. First, behavioural economics emerged partly from the use of
experiments — although the contribution of early experiments (such as the Allais para-
dox and the Chamberlin and Smith market experiments, described in Chapter 1) was
to both behavioural economics and mainstream economics (for instance, neoclassical
market analysis). Second, the experimental economics method is particularly suited for
the study of the phenomena of interest to behavioural economics. In a nutshell, con-
trol offers researchers a way of identifying departures from the neoclassical explanation
of behaviour. Third, not only behavioural economics but also experimental economics
owe a great deal to the accumulated knowledge in experimental psychology: controlled
experiments have been used for a long time in this field, and most methodologi-
cal discussions took place before they even appeared in economics. In addition, the
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experimental method is taken as part of the psychology research toolkit across the whole
community of researchers.

The scope of this book has been greatly influenced by the place that experimental eco-
nomics occupies between neoclassical economics, behavioural economics, psychology
and statistics. First, our methodological discussion mainly focuses on the use of exper-
iments to understand economic behaviour. We complement this fairly standard view in
applied economics by regularly devoting space to insights from, and some discrepan-
cies with, psychology. We also cover a number of standard experimental results that are
generally seen as part of behavioural economics.

Second, we mainly focus on laboratory experiments rather than field experiments or
randomised controlled trials (see Chapter 3, Section 3.5 for the definition of these). This
restriction reflects at least three factors. First, one textbook cannot suffice to embrace
the large literature on methods for both laboratory experiments and randomised con-
trolled trials. Second, this restriction also comes from our own limitations in expertise.
Last, but not least, laboratory experiments are a convenient step in the study of con-
trolled experiments in economics. Laboratory experiments can be seen as an extreme
case of controlled experiments; they allow the accurate identification of behavioural
phenomena, but at the cost of a highly artificial environment. Due to this artificiality,
laboratory experiments provide answers that are sometimes hard to interpret — and are
often challenged by non-experimentalists. Other kinds of experiment offer a way of
loosening these limitations by implementing the same empirical method in less artifi-
cial contexts. We thus believe that laboratory experiments are a good starting point for
anyone who wants to learn about controlled experiments in economics. Many of the
discussions in this textbook aim to clarify the most appropriate cases for each type of
empirical method; for example, whether observational or experimental data are required
and, if it is experimental data, how close to the field the experiment should be.

Structure of the book

This textbook is not the first experimental-economics book by a long way, with respect
to both methods and applications. Our predecessors can be split into two groups. First,
textbooks/handbooks written for students and academics provide extensive surveys of
experimental results. This applies to the textbook of Friedman and Sunder (1994) and
the two seminal handbooks edited by Plott and Smith (2008) and Kagel and Roth (1995).
In the same spirit, a number of books propose reviews of existing results from laboratory
experiments with more specialised perspectives: Camerer (2003) contrasts behaviour in
the lab with predictions from game theory, Cartwright (2011) and Chaudhuri (2009)
mainly focus on social preferences and behavioural economics, and Angner (2012) pro-
vides a detailed overview of laboratory experiments regarding decision problems. These
are all required reading for anyone wanting to learn more about experimental results.
On the other hand, a few advanced books on the methodology of experiments have
recently appeared. These are state-of-the-art collections of papers, written mainly for
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academics working in the field. This is the case for Guala (2005), Bardsley et al. (2009)
and Fréchette and Schotter (2015).

This textbook is an attempt to build a bridge between these two kinds of reference:
it provides a detailed presentation of the methodological aspects of economic experi-
ments for readers (students, academics and professionals) who want to enter the field.
To this end the book inverses the usual way of presenting the material, as the experi-
mental results are used to illustrate methodological issues — rather than spreading out
the methodological discussions over the presentation of various experimental designs.
The content of the book is set out at the end of Chapter 1. We are aware that ‘Method-
ology, like sex, is better demonstrated than discussed, though often better anticipated
than experienced’ (Leamer, 1983, p. 40). Mimicking the approach in applied economics
and econometrics textbooks, the concrete applications of the method that constitute the
core material in existing textbooks are here introduced as illustrations of the main mate-
rial. To this end, the book contains three types of side material describing particular
experiments, results or designs: case studies, illustrations and focuses.

o Case studies are sections devoted to the detailed presentation of a particular strand of
experiments. They seek to illustrate the methodological discussions provided in the
corresponding chapter — identified as such in the table of contents.

o Illustrations are boxes providing a presentation of one particular experiment or
result, to illustrate the point discussed in the text. Illustrations are often provided
in sequences, showing how the literature has evolved according to the different
dimensions discussed in the text.

e Focuses are boxes providing a more detailed and/or formal presentation of a point
discussed in the text.

These together provide examples of most of the applications or results that are gen-
erally seen as essential in the field — as described in Section 1.4. To help readers bring
together all of the information on one particular topic, they appear as specific index
headers (see p. 431).

Audience

There are three natural audiences for this book. Its first purpose is as part of a graduate
course, describing methods in experimental economics. The organisation of the book
closely follows the typical outline of an 8 x 3-hour course. Chapters 1-4 cover the
material that would serve as an introductory lecture to laboratory experiments. These
chapters describe the main objectives of laboratory experiments and provide exam-
ples. Chapters 5 and 8 provide core methodological insights that would best be split
in two lectures each. Longer classes could include a discussion of the statistical analysis
of experimental data based on Chapter 7 and a discussion of the insights drawn from
behavioural economics in Chapter 9, and/or use case studies to devote some lectures to
applications that illustrate the main material. In particular, a thorough methodological
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course would probably feature some lectures devoted to risk preferences (Section 7.4),
time preferences (Section 6.6) and belief-elicitation methods (Section 5.6).

Second, the book more generally seeks to provide future experimental practitioners
with a broad picture of the toolkit that they will need. By providing the rationale for the
general method and setting out in detail each particular choice of design feature, we hope
that readers will be able to construct experiments that fit their research question well. A
good understanding of the methodological challenges is also an important requirement
for becoming an informed reader: this book may help to interpret the results from lab-
oratory experiments or the writing of referee reports on papers using the experimental
method. Third, we hope the community of academics who are new to this literature will
find it a useful summary of the current state of the art about what experimental eco-
nomics can tell us, and under which conditions it provides valuable answers to research
questions in economics.
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