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Overview 

This series of seminars will cover the basic and some advanced topics in contract theory. It contains 
a mixture of foundational theories and applications to fields such as labor, macro, corporate finance 
and organizations. 

Textbook:  

Partrick Bolton and Mathias Dewatripont: Contract Theory, MIT Press, 2005. 

Fudenberg and Tirole, Game Theory, MIT Press （有中译本）, 1991, 第7章。 

Krishna: Auction Theory, 2002, Academic Press. 

 

The structure of the seminar is as follows: 

1. Introduction （0.5 lecture, BD, Ch1） 

a. Information and incentive: real world and theory   
b. Information asymmetry: hidden action and hidden type. 
c. Moral hazard and adverse selection 
d. Empirical implications 

 

2. Moral Hazard (2 lectures, BD, Ch4, Ch6.2, Ch8.1) 
1) Complete contract framework  

            a. The basic principal-agent problem  
                    b. Information in moral hazard 

            c. Variations on the single-agent problem 
                    d. Multi-agent moral hazard 
                    e. Tournaments 
 2) Incomplete contract and the theory of firm 
                   a. Grossman-Hart model 
                   b. Hold-up and ownership issue 
                   c. A framework for substitutable investment 



3. Adverse selection, auction, mechanism design (1.5 lectures, BD, Ch2-3, 7; Kr., Ch1-4) 
1) Adverse selection 
                 a. Simple two-type model/non-linear pricing 
                 b. Continuous type, single-crossing condition 
                 c. Signaling 
                 d. Optimal income taxation 
2) Auction and mechanism design 
                a. Basic framework 
                b. Second price auction/first price auction 
                c. Revenue equivalence theorem 
3) Private information and public good provision 
                 a. Vickery-Clark-Groves mechanism, AGV 
                 b. Myerson-Satterthwaite impossibility theorem 
                 c. Budget balance and difficulty of public good provision.  
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2. Adverse selection and screening 

 

BD, Ch 13.1.1-2 and 2.1-2. 

Akerlof, G. (1970), “The Market for Lemons: Qualitative Uncertainty and the Market 

Mechanism,” Quarterly Journal of Economics, 84 (3), pp. 488-500. 
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3. Mechanism design 
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4. Incomplete contracts 
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