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The Existence of Reciprocity and its Influence on the Economy
— A study of Wage Rigidity and the Improvement of Total Surplus by Experimental Double Auctions——

Noboru UCHIYAMA

Abstract

We tend to respond to a kind action with a kind one and to hostile behavior with hostile behavior on a
financial sacrifice even if there is a difference of the degree. Does the preference as stated above, that is,
reciprocity, have a systematic influence on the economy?

Two kinds of experimental double auctions were conducted for this examination. One is modeled on a
competitive labor market with incomplete contracts and the other is modeled on a competitive labor mar-
ket with complete contracts. These experimental double auctions yield the following results: wages do not
converge on competitive equilibrium in the former, but they converge on it in the latter. Moreover, total
surplus by contracts is improved largely compared with competitive equilibrium in the former. A notewor-
thy fact is that while labor contracts in the former experiment are incomplete but reciprocity is hard to
operate owing to the experimental design, in the real world it works more powerfully than in the former
experiment because there are not the constraints set in the former experiment. (Of course, labor contracts
in the real world are often incomplete). Consequently, this paper concludes that reciprocity has an impact
we can not ignore on the economy.

Key words: reciprocity, systematic influence, experimental double auctions, labor market, complete con-
tracts, incomplete contracts
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