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A
“Academic freedom”, 11, 12, 288, 304
Accounting
audit pricing (see Audit pricing)
capital markets, 43–44
ex ante control, 43
principal-agent model (see The Principalagent model)
process and strategic interaction, 43
transfer pricing and budgeting (see Transfer
pricing)
Agent’s choice
bargaining power, 166–167
census data, 168
chain affiliation, 169
characteristics, 167–170
contract-choice problem, 168
endogenous matching, 169–170
franchisees, 168
Generalized Nash Bargaining solution, 167
high outside option, 167–168
implicitly, 166–167
local-market risk, 169
market intelligence and training, 168
non-compete clauses, 169
outlet size, 167
outside option, 167–168
principal’s outside option, 167
propensity to contract out, 144, 145
Asset pricing
CAPM (see Capital asset pricing model
(CAPM))
continuous time models, 20
market efficiency, 19–20
Auction revenue
and affiliated values
bidding behavior, 340

construction executives, common-value
auction experiments, 340
English auction, 339
in-class experiments, 341
pure common values, 337
revenue differences, 338–339
subject behavior, 340
winner’s curse, 338, 339
and classroom experiments, 330,
336, 361
and empirical evidence
ascending auctions, 347
asymmetries and entry costs, 335–337
bidding for films, 341, 342
British 3G telecom auction, 357
CCA, 356–357
combinatorial auctions, 355–356
demand reduction, U.S. spectrum
auctions, 348
elevated bidding, 330
heterogeneous bidding behavior, 331
in-class experiments, 341
multi-unit experiments, 347
sealed-bid auction and experiments,
330, 331
subject behavior, 340
symmetric independent private values,
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winner’s curse, 340
and equivalence, 327–332
Auctions
and asymmetries, 332–334
and bargaining, 324–326, 360
and bidding costs, 334–337
bidding vs. bargaining, 324–326
and common unknown values, 337, 339,
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Auctions (cont.)
and competition among bidders, 325
dropping out, 362
Dutch auction (see Dutch auctions)
and efficiency
combinatorial bidding, 356
English auction, 326, 331, 353
sealed-bid procedures, 331
simultaneous auctions vs. sequential
ones, 356
Vickrey auction, 346, 354
English auction (see English auctions)
hybrid auction, 361
and independent private values (see
Independent private-values (IPV)
model)
“linkage principle”, 361–362
mail bidder, 360
multi-object (see Multi-object auctions)
real goods, 360
and reserve prices, 337, 360
single-object (see Single-object auctions)
spectrum auctions, 360
value and revenue maximization, 324
Auditor resignations
high-risk and low-risk clients, 72
incumbent auditor bids, 75–76
incumbent bids, L clients, 73–75
“wealth constrained”, 72–73
Audit pricing
and auditor resignations (see Auditor
resignations)
and audit risk, 70–72
institutional features, 63
take-it-or-leave-it pricing, 63–70

B
Bargaining
academic research, power, 191
and BATNA, 193
causes, impasse/delay, 192
effect, competition, 193–194
factors, power, 191
and game-theoretic models (see Gametheoretic models)
impatience and sequential bargaining,
192–193
and incomplete contracts, 197
and inefficiency, 195, 196
and multiple players (see Multi-person
bargaining)
Nash program of research, 189
pioneers, 190
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practitioners, 190
principles, 189
private information, 194–196
and Rubinstein’s offer model, 193
self-interest and fairness, human action,
190
BATNA. See “Best Alternative to a Negotiated
Agreement” (BATNA)
“Behavioral” game-theoretic models,
12–13
“Best Alternative to a Negotiated Agreement”
(BATNA), 193
Bidder collusion
common value auctions and winner’s curse,
382–383
and countervailing power, 388–393
disclosure, auctioneer, 385–387
and discriminatory auctions, 371,
379, 381
efficiency effects
cartel stability, 387
colluding bidders, 388
as countervailing power, 388–393
detection, 387
pre-auction investments, 393–395
and English auctions
bidder withdraw, 373
collusive gain, 376
entry, 377–378
“quick knock”, 392
risk averse bidders, 378
and entry, 377–378
and first-price auctions
collusive gain, 376
one-shot, 377
risk averse bidders, 378
strategic behavior, 373
and informational advantage, 383–384
and informational disadvantage, 384–385
and information disclosure, 385–387
and multi-object auctions, 369
multiple units, sale
noncooperative behavior, 379–380
ring bidders, 380
uniform price auction, 381
winning bids, 381
and noncooperative bidding (see
Noncooperative bidding and bidder
collusion)
and posted pricing, 368, 370
and pre-auction investments, 393–395
single-object auction (see Single-object
auctions)
and sustainability, 380, 381
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and uniform-price auctions, 371, 379–381,
391, 395
Budgeting (budget mechanisms), transfer
pricing. See Transfer pricing

C
Capital asset pricing model (CAPM)
econometric techniques, 19
expected return, asset, 18
hypotheses, 19
mean-variance framework, 18
CAPM. See Capital asset pricing model
(CAPM)
Carroll towing
and defendant and plaintiff care, 235
description, 236
economists, 238
and extensive form games, 242, 254
Hand Formula, 239
hypothetical example, 237, 238
initial assumptions, 236–238
legal economists, game theory, 236
and liability rules, 240
liability standards, 239–240
and model assumptions (see Model
assumptions and carroll towing)
rules, liability, 240
tug owner, 238
CCA. See Combinatorial clock auction (CCA)
Combinatorial clock auction (CCA), 356–357
Common knowledge of rationality
“classic” game theory, 310, 312
defined, guessing game, 311, 312
dominated strategy, 310–311
equilibrium predictions, 310
experimental participants, 310
“forcing” players, 313
individual confusion, 313
iterated dominance, 313
nuanced predictions, behaviors, 314
winning stocks, 311
Common value (CV) model, 372
Contract choice
application, 160–161
delegation of pricing, 165–166
effort/sales relationship, 161
French bottled water market, 161
and incentive factors
agent/franchisee effort, 145–146
basic model, 142–143
car retailers and manufacturers, 160
costly monitoring, 148–153
franchisor headquarters, 159
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local-market risk, 143–145
multiple tasks, 155–156
outlet size, 146–148
performance and ownership incentives,
160
principal/franchisor effort, 153–155
royalty rates, 159
salesforce literature, 159
salesperson level, 159
share parameters, 158
upfront franchise fees, 159
U.S. franchisors, 159
within-firm contract uniformity,
156–158
possibilities, 161
and product substitution, 163–164
and spillovers, 161–163
standard incentive cum insurance model,
160
Cooperation and RJVs
advantage, under uncertainty, 273–274
AJ and KMZ models, 273
Cournot duopoly, 272
R&D intensity, 272
spillover effects, 272
Cooperation in R&D
court and willingness, public authority,
265–266
game theoretical concepts, 266
incomplete contracts (see R&D with
incomplete contracts)
innovative activity, 265
patenting and licensing (see Licensing and
patenting, cooperation in R&D)
RJVs (see Research joint ventures (RJVs))
Coordination and budgeting
budget-based mechanism, 60–61
decision rules and wage schedules, 56–57
first-best production plans, 55
Groves’ type mechanisms, 54
and Kanodia model, 54
marginal costs and revenues, 55
nonstochastic environment, 56
optimal coordination mechanism, 54
optimal decision rules, 58–60
“per unit” quantities, 56
truth and participation constraints, 57–58
Corporate finance
asset pricing, 29
and capital structure
asymmetric information, 24
financial market decisions, 25
firm’s reputational incentives, 25
holders and bondholders, 24
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Corporate finance (cont.)
“pecking order” theory, 24
project payoffs, 24
retention means, 23
trade-off theory, 23
and dividend signalling models, 22–23
intermediation, 28
IPOs (see Initial public offerings (IPOs))
market for corporate control, 25–26
Costly monitoring, incentive factors and
contract choice
agent’s effort, 148
costs, 151
effort/sales relationship, 150
empirical literature, 149, 151, 152
noisy signals, 150
optimal contract, 151
outcome-based compensation, 150
outlet density, 152
principal, 148
propensity to contract out, 151–153
real-world manufacturer-retailer
relationships, 150
risk-neutral principal, 150
CV model. See Common value (CV) model

D
Direct revelation game (DRG), 214
DRG. See Direct revelation game (DRG)
Dutch auctions
description, 323, 327
highest sealed-bid, 327
and sealed-bid, 327, 328

E
EDI. See Electronic Data Interchange (EDI)
Efficient markets hypothesis, 19
Electronic Data Interchange (EDI), 120
English auctions
bidders, 328
buyer’s dominant strategy, 325, 327
description, 323
efficiency rating, 330
equilibrium revenue, 333
expected revenue, 331
and sealed-bid auction, 332
Experiments and game theory
business research and practice, 308
“classic” game theory assumptions, 309
common knowledge (see Common
knowledge of rationality)
description, 308
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induced valuation, 308
observational data, 309
outcomes and payoffs, 314–317
payment, 308–309
theoretical insights and organizing
structures, 307
theoretical predictions, 307–308

F
Finance
asset pricing (see Asset pricing)
classical analysis, 17
corporate (see Corporate finance)
description, 17
game-theory approach (see Game-theoretic
models)
higher order beliefs (see Higher order
beliefs)
“Fixed Term” contract
conjectured investments, 294
faculty employee, 294–295
investment decisions, 296–297
wages offered to employees, 295–296
Franchising
agent effort, 178
and bargaining power, 166–169, 176
certainty-equivalent income, 177
and costly monitoring, 148–153, 179
delegation of pricing decision, 182
and franchisee effort, 145–146
and franchisor effort, 153–155, 179
and integration vs. separation, 157, 172
and local-market risk, 143–145
multiple tasks, 179–180
and outlet size, 146–148, 178
product substitution, 181
risk, 177–178
spillovers within chains, 180–181

G
Game-theoretic models
asset pricing, 29
assumptions (see Model assumptions and
carroll towing)
behavioral implications, payoff structures,
243
carroll towing, 237, 242
corporate finance (see Corporate finance)
criticisms of
“basic sentence” without auxiliary
assumptions, 203

Index
common knowledge and rationality
assumptions, 199–200
conditionally normative, 202
equilibrium analysis, 202
indeterminacy, predicted outcomes,
200–201
negotiation behavior and bargaining
outcomes, 199
non-robustness and explaining “too
much”, 201
optimization (prescriptive) models,
202–203
predictions, 202
wrong intuition, 201
defendant, 245
description, 240
efficiency as norm, 255–258
iterated dominance, 245
in law and legal theory, 241–242
liability standards and payoffs, 243, 244
neoclassical economists, 241
no-liability (rule 1) payoffs, 242
normal and extensive form games, 242
OM/IS systems (see Operations
management and information
systems (OM/IS) field)
payoff matrices, 243
plaintiff’s care level, 245
positivist hypothesis, 246
prisoner’s dilemma, 241
strategic behavior, 240
tug owner’s incentives, 243
unilateral accident contexts, 244–245
Generalized second price (GSP)
description, 359
equilibrium, 359
payments, 359
GSP. See Generalized second price (GSP)
Guaranteed lifetime employment, 289
The “Guessing game”, 12, 311–313

H
The Hand Formula
carroll towing, 236
cost of preventing accidents, 235–236
defendant, 245
efficiency, factual settings, 239
failure, courts/juries, 252
liability determination, 247
party’s activity levels, 252
positivist hypothesis, 239, 251–252
Higher order beliefs
co-ordination game, 31
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depositors, 31, 32
dynamic asset, 33
“endogenous sunspots”, 33
financial markets, 32
heterogeneous, 34–35
information cascades, 33–34
risk-neutral investors, 32
strategic situation, 30
“tractability”, 30
two depositor, 31
High powered incentives
empirical studies, 6
principal-agent model, 7
vertical separation, 6
Horizontal competition
differentiation
advertising levels, firms, 88
behavior-based price discrimination, 89
demand functions, 85–86
demographic/socioeconomic
characteristics, 88
heat-to-head price competition, 85
higher-value customers, 89
price discrimination, 89
price equilibrium, 86
product differentiation models, 87
product equilibrium, 86
product locations, 86
segments, consumers, 87
tradeoff, 87
escalation
description, 82
“median voter theorem”, 83
mixed-strategy equilibrium, 84
profit function, 83
reservation price difference, 84
types, consumers, 83
“the four Ps”, 82
Horizontal supply chain, distortion and
alignment
buying company, 131
description, 105
mitigating horizontal quantity, 129–131
model, 128–129
Nike shoes production, 127
pricing effect, 128
returns policy practice, 131
supplier and resellers, 131

I
IC. See Incentive compatibility (IC)
Impatience and sequential bargaining
risk aversion, 192
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Impatience and sequential bargaining (cont.)
Rubinstein solution, 193
specific offer/counter-offer extensive form,
192
utility functions and competition, 192
Incentive and strategic contracting
agent’s choice (see Agent’s choice)
agent’s effort on propensity to contract out,
146, 147
algebraic derivations
agent effort, 178
certainty-equivalent income, 177
costly monitoring, 179
delegation of pricing decision, 182
franchisor effort, 179
multiple tasks, 179–180
outlet size, 178
product substitution, 181
risk, 177–178
spillovers within chains, 180–181
bargaining power, 139
“behavior-based” compensation, 174
business-format franchising, 140
company operation/in-house sales force,
141
contract choice (see Contract choice)
contracting problem, 139, 140
contract theorists application, 137–138
cost-of-effort function, 175
description, 138
dichotomous choice, 141
downstream unit, 141
empirical regularities, 139
empiricists and theorists, 138
endogenous prices and downward-sloping,
140
executive-compensation packages, 138
franchisee, 176–177
franchise vs. company-operation
dichotomy, 172
franchising and external sales, 140
franchisor’s effort on propensity to contract
out, 154, 155
game theory, application, 138
“inefficient risk-bearing”, 173
insurance tradeoff and transaction costs,
138
internal organization, 137
low-level managers and production
workers, 138
manufacturers, 140
market failures, 137
monitoring difficulty on propensity to
contract out, 151–153
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multiple tasks, 171
non-repeat business on propensity to
contract out, 162–163
ongoing fixed fees and input sales, 175
organizational form, 171
“outcome-based” compensation, 174
outlet size on propensity to contract out,
148, 149
“ownership redirection hypothesis”, 174
price setting, 138
real-world contracts, 170–171
real-world markets, 141
relationship-specific investment, 138
resale price maintenance, 176
risk and propensity to contract out, 144,
145
risk sharing, 173
sales agents, 140
sharecropping literature, 171
State Oil vs. Khan, 176
strategic considerations, 171
theoretical models, 139
tradeoff, 137
traditional franchising, 140
upstream firm, 141
Incentive compatibility (IC), 214
Incomplete contracts. See R&D with
Incomplete Contracts
Independent private-values (IPV) model
empirical evidence, 329–332
English auction, 328
equilibrium bidding behavior, 328
reserve price, 329
revenue equivalence, 327, 328
Inefficiency bargaining, 195, 196
Information cascades, 34–35
Information sharing and supply chain
description, 104–105
disclosure
to all firms, 122–124
to manufacturer and participating
retailers, 125
to manufacturer only, 124–125
double-marginalization, 127
economic consequences, 120, 121
EDI, 120
game theory, 104
and incentive compatibility, 126–127
“leakage”, 120
model, 121–122
nondisclosure legal agreement, 120
oligopoly, 120
SCM, 103
vertical information sharing, 120

Index
Initial public offerings (IPOs)
behavioral theories, 27
short-run return, 27
under-pricing, 27
“window of opportunity”, 27
Innovative activity
and Bertrand competition, 270
and Cournot competition, 269, 270
and industry structure, 268
Intermediation, 28
Inventory control of complements, 128
IPOs. See Initial public offerings (IPOs)
IPV model. See Independent private-values
(IPV) model
Iterated deletion of dominated strategies
common knowledge, rationality, 310–311
experimental game theory, 311
fundamental and “classic” assumption,
game theory, 314

L
Law and economics
antitrust and commercial, 233
carroll towing (see Carroll towing)
game-theoretic approach (see Gametheoretic models)
“Hand Formula”, 235–236
law-school curriculum, 233–234
limitations, 258–260
positive and normative modes, 234
success and influence, 233
theoretical-doctrinal relationship, 234
“theory of negligence”, 235
variables, party’s duty, 235
Licensing and patenting, cooperation
in R&D
arrow’s initial analysis, 268–269
asymmetric information, 267
classification, 266
contracts, 269
cooperative game theoretic framework, 269
cost-reducing innovations, 267
diverse factors, royalties, 267–268
oligopoly model, 266
outside innovators, 268
Lifelong employment commitments
conjectured investments, 299
tenured contract, 300–302
Local-market risk, incentive factors and
contract choice
effort/sales relationship, 143
franchising, 144, 145
optimal contract, 144
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risk and propensity to contract out, 144,
145, 163
standard agency model, retail contracting,
144
surplus, 143

M
Market for corporate control
bidding costs, 26
bid increments, 26
capitalist economies, 25
“dilution”, 26
empirical evidence, 26
strategic interaction and asymmetric
information, 26
traditional finance theory, 25
Marketing and manufacturing incentives
description, 104
expected shadow price, 119
first-best solution, 118
hard and creates slack capacity, 120
incentive problems, 116–117
model, 117–118
moral hazard and incentive plan, 119
realistic model, 120
realized shadow price, 119
‘signaling’ mechanism, 120
vein conflicts, 116
Marketing applications
description, 81
empirical industrial organization, 81
horizontal competition (see Horizontal
competition)
prototypical, 81
strategic consumers (see Strategic
consumers)
vertical relations (see Vertical relations)
Model assumptions and carroll towing
activity levels, 249–250
administrative costs, 250
agency costs, 249
evaluation, 246
Hand Formula, 251–252
implications, positivist hypothesis, 246
legal knowledge, 251
risk-neutrality, 250–251
simultaneity/observability, actions,
252–255
transaction costs, 247–248
Multi-object auctions
and combinatorial auctions
bias problem, 352
vs. English auctions, 353
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Multi-object auctions (cont.)
individual items, 348
threshold/free-rider problem, 352
Vickrey combinatorial auction, 354–355
Vickrey price mechanism, 349
and complementary items
combinatorial auctions, 348, 351–352
empirical evidence, 355–357
English auctions, 350, 353
exposure problem., 350–351
feasibility and transparency, 349
sequential auctions, 350, 352
simultaneous English auctions, 351
threshold/free-rider problem, 352
Vickrey combinatorial auction, 354–355
Vickrey payments, 349
and empirical evidence, 347–348, 355–357
sequential auctions, 343
and simultaneous English auctions, 351,
353, 355, 356
and substitute items
demand reduction, 345–346
empirical evidence, 347–348
pricing alternatives, 344
Treasury bill auctions, 344–345
uniform-price auction, 344, 345
Vickrey auction, 346
and Vickrey auctions (see Vickrey auctions)
Multi-person bargaining
bounded rationality, 199
communication links, 198
complexity modelling, 199
description, 197–198
face-to-face and email interfaces, 198
issues, 198
Marshall-Merlo model, 198
N
Noncooperative bidding and bidder collusion
CV model, 372
discriminatory auction, 371
Dutch/oral descending bid, 370–371
English/oral ascending bid, 370
first price sealed bid, 371
IPV model, 372
second price, 371
uniform price, 371
O
OM/IS field. See Operations management and
information systems (OM/IS) field
Operations management and information
systems (OM/IS) field

Index
application, 104, 132
challenge, 132
competition, time-sensitive markets (see
Time-sensitive markets)
distortion and alignment in horizontal
supply chain, (see Horizontal supply
chain, distortion and alignment)
hindsight, 132
information sharing
confidentiality coordination (see Supply
chain)
to manufacturer, 104–105
inter-person and inter-firm dynamics, 103
marketing/manufacturing incentives (see
Marketing and manufacturing
incentives)
priority pricing in queueing system (see
Priority pricing, queueing system)
products and services, 103
SCM, 103
time-based competition, 104

P
Patents
and asymmetric information, 267
and incentives from industry structure,
268–269
and licensing (see Licensing and patenting,
cooperation in R&D)
Pre-auction investments
competitive bidding, 393
ex ante investment, 393, 395
informational investments, 394
noncooperative bidders, 393–394
socially valuable investments, 394
The Principal-agent model
and franchising
and monitoring, 46–50
and signal aggregation, 50–53
Priority pricing, queueing system
basic charge and a priority surcharge, 115
description, 104, 112
game theoretic model, 113
market mechanisms, 112
model, 113–114
natural setting, 112–113
optimal priority pricing scheme, 114–115
processing time, 115–116
quadratic term, 116
service protocols, network of queue, 116
type-k jobs, 116
Private information, bargaining
“cheap talk”, 195

Index
disagreement and inefficiency, 196
negotiations, 194–195
persistence, delay and impasse, 195
tradeoffs, creating value and claiming
share, 194

R
R&D with incomplete contracts
adequate incentives, 277–278
analysis, financial constraints, 280
contingent ownership, 279
cumulative/sequential innovation, 277
ex ante incentives, 281–282
and imperfect patents, 279
inalienability argument, 279
incomplete contract setting, 278
ingredients, market, 280
issue, vertical integration, 278
moral-hazard-in-teams problem, 280–281
non-integrated case, 278–279
patenting, 278
and profit expropriation, 280
royalty-based contract, 281
vertical integration, innovation and
competitors, 282
Research joint ventures (RJVs)
competing firms, 270
competitive toughness, 271
and cooperation, 272–274
cost reducing innovation, 270
and gains relative to noncooperation,
273–274
“incentive to invent”, 270
inverted-U relationship, 271
and knowledge sharing, 274–277
monopoly, 270
Schumpeterian effect, 272
RJVs. See Research joint
ventures (RJVs)

S
Sales-force compensation
company operation/in-house, 141
franchising and external, 140
integration problem, 141
internal, 140, 159–160
management, 157
SCM. See Supply chain management (SCM)
Screening, defendant’s offer
court costs and litigation, 212
optimal offer D, 211
plaintiff’s optimal acceptance strategy, 210
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problem, adverse selection, 211
uninformed defendant, 211
Sealed-bid auctions
bidding behavior, 331
exposure problem, 351
highest estimate team, 342
reserve prices, 360
revenues, 336
sequential, 344
single items, 349
winning bidders, 340, 342
Settlements out of court
and asymmetric information (see
Symmetric and asymmetric
information)
description, 207
direct revelation approach, 208
and equity, 227–228
“ideal” settlement mechanism, 208
and minimizing litigation, 213–218
plaintiff and defendant, 208
and screening offers, 210–212
and signalling offers, 212–213
and simultaneous sealed offers, 224
and symmetric information (see Symmetric
and asymmetric information)
and two-sided private information (see
Two-sided private information)
“work horse” models, 207
Severance contracts, 303
Signal aggregation, principal-agent model
exponential family, 51
“informativeness”, 51
optimal compensation contract, 50
optimal linear aggregate, 51–53
performance measures, 51
Signaling, plaintiff’s offer
acceptance probability, 212–213
mixed strategy, 212
settlement probability, 213
types, equilibrium, 212
Single-object auctions
affiliated values, 337–342
asymmetries
“Anglo-Dutch” hybrid auction, 333
bidder preferences, 333–334
English and sealed bid auctions, 333
sealed-bid auction, 332
bidding costs and entry
asymmetries and entry costs,
335–337
ex ante entry cost, 334
symmetric IPV model, 335
transaction costs, 334
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Single-object auctions (cont.)
collusion, 374–376
English to first price, 378
entry, 377–378
inferences, observed bidding behavior,
378–379
IPV model (see Independent private-values
(IPV) model)
noncooperative behavior, 372–374
Strategic consumers
and consumer search
“clearinghouse model of search”, 95
“consideration sets”, 95
game-theoretic formulations, 95
net price-sensitivity, 96
non-price dimensions, 95–96
“partitioned prices”, 96
“price opacity”, 96
simultaneous search, 94
and signalling
“feature advertising”, 98
game-theoretic sense, 96–97
money-back guarantees, 96
repeat-purchase, 98
signaling instruments, 97
two-period model, 97
Supply chain management (SCM), 103, 131
Symmetric and asymmetric information
court’s verdict, 209
defendant’s offer, screen, 210–212
examples, 209–210
fundamental information settings, 209
minimizing, frequency of litigation,
213–218
plaintiff’s expected value, 208–209
plaintiff’s offer, signal, 212–213
pre-trial negotiations and litigation, 208

T
Take-it-or-leave-it pricing
equilibrium audit prices, 69–70
equilibrium calculation, 64
financial statements, 63–64
optimal mechanism, 64
optimal pricing mechanism, period two,
65–69
period-one audit, 64
Tenure
and academic freedom, 288–289, 304
and “Fixed Term” contract, 294–297
guaranteed lifetime employment, 289
and imperfect competition, 289, 302

Index
incentives, academic administration,
303–304
incumbent faculty, 290
and lifelong employment, 299–302
model
discipline-specific investment, 292
faculty type, performance and
investment, 293
industry-specific productivity, 292
output realization, 291
possible contracts, 294
and renegotiation, 303
senior experienced manager, 290
severance contracts and renegotiation, 303
and unique Bayes equilibrium, 301
unskilled worker, 291
up-or-out employment rules, 290
verifiable output employment contracts,
288
and wage-severance term contract, 297–299
Time-sensitive markets
and bertrand competition
“constrained-capacity” variation, 105
time-based competition, 108–109
competitive equilibrium model, 109–111
conditions, customer-types, 112
“constrained-capacity”, 105
consumers, 105
customer-types, 112
description, 105
faster producer, 111
firms compete, 105
lower costs, 111
model, 106–107
price and delivery matching, 112
queueing theory, 105
Transfer pricing
budgeting exercise, 53
vs. budget mechanisms, 61–63
coordination and budgeting, 54–61
decentralized organizational units, 54
ex ante participation, 54
planning and coordination, 53
Two-sided private information
concreteness, functional form, 218
defendant’s expected cost, 220
defendant’s private estimation, 218
efficiency, 221–226
equity, 227–228
incentive compatibility, 219
IR constraints, 220
offers, 218
plaintiff’s assessed probability, 219

Index
U
The Ultimatum game
and experimental results, 314, 315
and offerer behavior, 314
and reciprocity-based models, 317
and responder behavior, 314–315

V
Vertical relations
distribution channels, 89
and interbrand competition
differentiated retail service, 91
equilibrium margin, 90
first-order conditions, 90
optimal value proposition, 91
price-coordinating level, 91
retailer’s profit function, 90
retail service and price levels, 91–92
system profit, 91
and intrabrand competition
channel coordination and competitive
effects, 93
competitive effects, 93
price and service level, 92
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retailer’s profit function, 92
system profit, 92–93
manufacturers and retailers, 90
nonlinear tariffs, 90
value chain, 90
Vickrey auctions
ascending, 347
combinatorial, 354–355
efficiency, 346
multi-unit, 346
sealed-bid, 346
and uniform-price auction, 344, 346

W
Wage-severance contracts
ex ante acceptability, faculty member, 298
severance payment, 297–298
The Winner’s Curse
avoidance, 340
bidding, off-shore oil lease, 338
English auctions, 342
pervasive, 339, 340
sealed-bid auctions, 340
winning bidders, 342

