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THE IMPACT OF PRIOR ON RESPONSES IN THE BEAUTY CONTEST GAME
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The experimental game known as the beauty contest game is theoretically suitable for modeling decisions made in an imperfect information environment due to its structure. However, research analyzing the practical outcomes of the game is divided on whether the priors formed about other players have any effect on the decisions of the participants. The aim of this study is to address this question. Data collection was conducted through an online survey using two independent samples, where participants played different variations of the BCG against both known and unknown groups. Based on the results, it is well-founded to assume that players' responses are influenced not only by their cognitive level but also by the priors they form about other players. Most players tend to provide answers that differ from their actual cognitive level and modify their responses depending on the changes in their priors about other players.



