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1. EZIL-NT—F: BER-EEROIZHRKE
1.1 EIIL-NYF—FDRIE

AR TP ROREEZROILDOTHY, FHEQR003)DEE 4.2 Hiod, [FEFLEEZK DM
DFFIE ) O TEEARRE N3G T 5, | 22 THRESNIZET L TIE E R (TV v 0) v H
DOBEEEERTIRER (2—T =V MICX LT, FEFIIEOGEAT Y 2 — VL L CTHUR
Th, HEFRIT, TTICEEDOTAT T oo TEY, HRENOOHE LT THELTTH, HHED
RS (B EII LRI &) 1, R EFZOREATE GEMITTEISD 5\ M TIHBIITEI 2R L) —Zhidss
FIKIELGL LN D —IZ R T MR ESNDET D, 22TV EIL, FEZE R ER I
LT, FEORBIIGE T BFE ATV 2— L L THLN LD ED LD TH D,

BEFZNZORINE LB 2 HEZICEE R L, — BRI N % 1T, BEEZRE DL
PEEATENVZ LD D, FEFRITBIE TERWV GERTRIEH) LA D, TeIELEDH G FEDMK
IIBELATRE T, SMAEATRE CH D ET D, ZAUTHL | B HER O EATE AVBLEE AR T D % Fril it
DYFEIZDWTH—Z DO AT R IEN I AE T DR T2 0G| B /AT L CRpIC
TR BRI VR ExI 5L L TE 2D, T7bb, TNENORUL T T, EZRITEEZOTH
ETRLOOBERE S ORI &R RITT 2 (i) A ERETIET D, FERFRIE MR ATTREL
Te A Z TR R _ANREL | PSR OG S AR L LT flifif a7 7 — AR - N B fift
LTRDDHZ LD,

ZOFG L NF ORI 2 BRI TRANTOS, 3 1 B, BERORETE a, 25k
DTHEWT, FIUK T DRIEZKZ ROT LB Ch D (AR EITE) a, (6§ 2151 TR EERE
5o 2 BT 1 BRI ORHATE a, (T8 T B EZ OB O 0,
BB R > TR ROHIFFZN A I b TR EATEI A ST D,

12 AR TRYRSIET L

AR TRV ET L, BEROTBZER B LOELOREOE A O, A RSB
HOThHD, JHEEQ2003)D 4.2.3 TATHHZEHINEIRDLE 1R 4.2.6 THERANERZI O 7 — A ITEY
b, F2, FLL 43 O TRIFRK B IROTDbAR,

KR 2 MiOTT L, RHEITH (53K y 25 2 FEK (RERRROTE) high, IARAGTTE) low)
TR X A 2 FEEE () success, SR failure) THD, T70bb . 2 BEATE 2 {TEITT L THD,
ZLC, BEFNVASERG ThDET 5, BEF N A ERN ThDEL, BEFR O E
U =u(w)—d(a) Uit Bsu (") 250 Al <., islc i Th o - L e Bkt 5.

VLI RSSO BRY TR I RE(2003) 25 L, Z AUCHe B2 S 13 0HE(2003) I B 1 A iz 45 b o
L5,



TR WY, FHEAE, ANLEH 2R BT -G T 7a—F 270 - N - Foss 101

3 T, EEFIVAS PR THOHAD 2 EHTH2 RETF AR, T2, B
ZoaMBE U =u(w)—d(a) iz, u(-) IR MBSO R LT 5, REFNSI A7
T DB AT I, BRI EET DI LE, EAL R SRR T 7— AR AR CHIT TEHT
LERT,

9 4 BT, REATENAS 3 RS CREREAOTTEY, R AOTTE), 5L ONSRA TEY) T, BeRAS 3 T
(s, 1, BEOKHD) Ths, Trbb, 3 #ETE-3 {TBET L Th5, 12 LE, BEZN
RS Tl BET B, 22T, A0 BRI L A BB O™ | 45 LU M Ttk oo [ B
D,

13 EJIL-NF—F-ETILO—HERH
FIN NP ROIEARTTLEL T, G 4.2 TIHLL T O Jo72 0 (P) 22 RL T s,

max B Zp, 2 (1.1

subject to

> plalulw,)-d(a)>u PC)  (12)

Zpi(a)u(w,.)—d(a)ZZp,.(a’)u(wi)—d(a’), Vaed (0) (1.3)

UL, ZORBEAVRT EIO7IB T, SV W LR EATE) a ZRBISRELRELZOTIE, &7
JAFRT 220y, IELWIT T, GH 42,1 THPALTODIDIC, 8 1 BIEEL TET, HoREITHE)
a, b DEEZ TR W BT, SV WA IRELEHEL TRE R ORI S AL E 2 fi
ZOLEDEBEZOMFIIMELZEE LT, Zha 2 TORETE a9, a), ..., ag [ICOWTHEFERIC
FRD, B 2 BPETIE BTENCIIT D E RO AMEZ L L T, 20N RIZR D E1TE)

a* % RHD, ZOIINT 2 BT TR KL EEZ RV TOLK O T, ARG 1T BB FHE A
(bilevel-programming) D FE% F V2l T iuUE7eb7euy, LNUARS Tk, #&ETEh0Y 2 FfH)> 3 FRJH
LR T, BENT- G RO il E RS20 Tl T 2307035, LIz3-> T B
FHEEE R T D DRI DY 7 = 7 ZE ETHN,

FITIR AT LT, AR THROE 1 BREOET Vi, RETEIZET 5L LT, BEZ O
MO RIEEH DD THD, iE->T, EORMBE(P) 1236175 max O FIZRELEKLLL TRSLTH
%a E#HLILOTHD, ZNERE (P &35, D7Dl E# RO THD,
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max B Z pila

subject to

> pi(a)u(n)-d(a) 2 o a2

ZNO:pi(a)u(m)—d(a)Zipi(a')u(m)—d(a’), Vaed (10) (1.3)
= P

2 ORLEHIFISRIFICOWTIE, 77— AR RAR T LB W TUIPO)ETEZRRL, B R
ARETIATBN TR, POEIC)DW ik 3, * Fo, B ORSHAEIER R W TE, Bk
BT =0LT5,

RRE (P') &M< 2 bicky, BB OMOIEL L CIREF OIS U 23351, E7F A NOB%
EEROFEIETE T T 5, 21 LIRSV, 0175015 B(a) L2 M Cla) 253t Hn g
DT, BRICFIEORRIC SO TINDEFELb 0%, FHEREEORRICH A SES GELITK
). EFOMIERIEE Bla)= p(a)h, Ty (b & T 0 Y= b LR TR ERT) |
B F OB I, BEFOREZ~O LW, 2 7= T, Cla)=) p,(a
W BZLc k0 BbnD, MEFE LR RO, T72bb %% 0 M8 1T
Net(a)= B(a)- C(a) <5, 5 1 BBEOET L0 BB GETT L TR U ELT05) 11 %
FOMEDATHEOT, & 1| BROETF VAT, BEROMEHA U OfrEons, bbs
#o. Net(a)izU Loy, (7eds, Net(a)iZBHE(2003) Tl TR LT, AR TOAMHE DT
W5,)

AR CIE—EHL TR (P) OO W THRL DN, %k 5777 1C LAMOFB T, [
(IP) % B8 U= (FEO AL AREL IS O ZZICRIRE (IP) ZHRRL TS,

N
min Z pi(a)w,
=y

subject to (PC) and (IC)

72 PR (IP) (1%, R (P7) 2 B0, B F R Bla) 5 E TRV, 64 O

(P) 2T, Bla) 3w B LR EFZOMA U OIEICITEBE FIESHRVOT, [

I, OHEORIE (ipl, ) ©X5i2, Lo BIBIM L HERA [ 2ZELSIDRITIUTRDA0 A, il R
DI, LD [ 28T 5,
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(IP) [ XRE (P) LRI UARE1S5, 1-72 LIIRE (P') Tlk, BEZ OB OB, el <5
LNDHDT, 5 2 BB MR OIER]Th D, AUt U CHIE (IP) T, B&ZOMF0
DA EBATHI LN TERN, TS ARROBAEE T /L CE#E (P') 2 V5B H ThD,
%2 BRI 1 BREORBEA R LI IV EbN, AN EITE a O TF TOREZED
1 Net(a) % b2 21250, Net(a) B kic2 a8 178 a &R BLO TH,
o T WEFRNEEFRICKH L TELRETEIZ RDLE 2 BEORBEIL, IROBEYTHD,
max Net(a)=B(a)-C(a)

2. 2RBRETH2HEETIV: BERNIRVEIEMLTISE

ZOHITIE, EERPIAV RGNS GO, 2 FETE 2 WRET VERRTH, ZZTOET L
&L B TEN ST MR TEN E N E DG ITKGETH 7 7 — AR RARE B R - R_AME | DD
T IUTELLDOTHD, (E-T 1 DOTOTTLIN 4 DOET VEE LTS, ZNHEHER Y
7k =7 GAMS(General Algebraic Modeling System)z f\VNTHE<, 7272L, ZDIHIZ 1 DDF'0rs
A 4 DOETNEGTZEL, GAMS E7 VI QO N EIC LS TUEEV DI EHETHHD T,
BANRERAA TN DI R - RAR BT VR LT 5, * RECin LR EZ N AV [E
BERZRET AT, 2 TOHAIC BEFOMA U (T2 Ba—%-7u/ I8 TiE u e £LT
WA &, u=w LEET S, ¢ ek, BEZOMM U 13, RKRALRIED H B Ch AR E R OM
AU I3 B7200 D0 THHZLIZEET D,

LR, 21 CHBAITENS T OB R SRARET IV, 2.2 TREZNIVAZERH THHGED 2
FEEATEY 2 T T L, ZLT 23 T 7—ARRARE R DR - _RANO % LR T2,

2.1 THUR RIS ETILFEBHITEIZRIIRELTZIEE) (mh001.gms)
B FZ DB R B TR A RIRSE N E 2 2L X OREA £ 2 5, (HHREE THLALR
IR CHD, ) T RsFLEFHT DRI ALESI: D/ 8T A= 2T DN THIHEL TR,

3 GAMS (ZBE4AfFHE, ETILAR GBAMQ2011) 2B IS, FALL EICFEMIZR ATV TIE, AT
(2004)<° GAMS D~ ==7 /(Brooke et al.(2012))Z S HET-\, 7o, 22 TR T D0 B a—H-E7 /LI,
2T Web R CTATFAHETHD, FERIZ, Web #REH TATAIHEZR GAMS DT AT A& HWTINLERZE
WTED,

§ IR, COREALET & T o ()1 FIRARN BV 003, 4.1 ORI AT &7 B0, AHs
T ALI7R MM/ T A2 O E B 2 HIRVIL, ZOFREITEZ 5 ZE IS0,
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- EATIT L OBEORY Ko p, (V)

Praiture(1OW) Peaiture(high) :[0.9 0.2}
psuccess(low) psuccess(high) 0.1 0.8

- BUATBZLOREFICL->TORMd (v)

=@

C EEOIS ° r(x)

[rfailurej :[13]
Fsuccess) (45

Tal T L0 @ ITEIT, R x 23 set ELTERIINTND, failure BRME, success
R BT 5, REATEY (557K HE) y 13 9 1T BIZRENTHEY, low & high 0 2 FEENDHBERN
IND, ZORETE y DB, ELEOREATEOZATHBA B X 00% R THOEL T, y D5
Bz BEHRTD, C ZOWNES 2 OBEFRELT, high ZHWDIETEES )7k U GEMRIFRE AT
) 2B B OTT VAN TE, WIT low ZHVAIETIRNSE 1K HE GEBAIREETT
) A BRI B DOE T VAR ZLNTED, R x DEONDIESR p(x, y) (T, BRETH) v OF
T TRARD(13-17 17H) o 72& 203 AV TE) low ZBIRULIZIGEITRIL failure T 50
TR 0.9 EFREINTWD, —J7, FHTCHNIIE, BE) success THMEREN 0.1 LFEESINTND,
(CNBERELT 1.0 IZRDZLIFZEIETHARY, ) 19-22 1T HIE, TNENDOREITE) v ITRISLTE
REH d(y) BERRET D, 77— AR SRR CIEFE LR S LB 00T, BIRS I
BEATENC OV TO LG IUTEOD, R _RANYWH T, F 2 TR L7225 75 K b Sl
DI, FEEITITRIRL VR EITENC DWW TOHI G T2 U EN DD, 2072012, Hi%ATE (Z0%
BIEFERRIITTEND ISP R DR R E ARG O, Z L O1TE (F72 b BRI T E)) Ok
RAL 52 DNERBD, 24-27 17 BiX, FELOLOFLE r (x) THY, ZHHARITREER < ITEFL
TREDHDOTHY REATE) y ITIFRAFLZR,

30-35 1T AR ELE w(x), BEO U OA4HEE X, 36-40 17 HIZABIBIE oby, SN
pc(z), BEOFHBKRMNHIK ic(z,y) DAFEERL COND, 4447 1THITET A FOXERT,
ZOYBREIT, BIUR ARANREESHT D OV, 46-47 17 H OFF R LK Tdod, 7% K i SLiilH)

d(low)
d(high)

S 2003, 4.1.1) T F %, BEZNEBE FICTHIBEEL TODEN, AR TR r 2FHEOREETDH, 2O F 3
i (P) =i (P) ogeisomisfiss B(a) =Y. p,(a)b, ic3175 b, 1ok %45,

8 TasI ANTHOBN TV 2 (v) JIOIB Ty OB, TZDOESES 2 BES v B THER I ThHE
ERZINTND,
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YRE 210 BZI)L N\ —F-ET)ILEEBRITEIZRTHRELZR/TRIRE) (mh001 . gms)

71 * Definition of Set

8 | Set X project outcome /failure, success/
9 y effort level /low, high/

10 z (y) preferred effort level /high/;
11

12| * Definition of Parameters

13 | Table p(x,V) probability of outcome by effort level
14 low high

15| failure 0.9 0.2

16 | success 0.1 0.8

17| ;

18

19 | Parameter d(y) disutility by efforts

20 /low 1

21 high 2/

221 ;

23

24 | Parameter r (x) revenue from project

25 /failure 13

26 success 45/

27| ;

28

29 | * Definition of Primal Variables
30 | Positive Variable

31 w(X) entrep's income

32 ;

33

34 | Variable ) investor's expected utility
357

36 | Equation

37 obj utility function

38 pc(z) participation constraint

39 ic(z,y) incentive compatibility constraint
40 | ;

41

42 | * Defining and Solving the Model
43 | *more active efforts

44 | obj. . U =e= sum((x,2), p(x,z)*(r(x) - w(x)));
45 | pc(z) .. sum(x,p(x,z) *sqgrt (w(x)))-d(z) =g= 0;
46 [ ic(z,y) .. sum(x,p(x,z) *sqgrt (w(x)))-d(z) =g=

47 sum (x,p(x,Vy) *sgrt (w(x)))-d(y);

48

49 | * Setting Lower Bounds on Variables to Avoid Division by Zero
50 |w.lo(x)=0.0001;

51
52 | Model MHOO1 /obj,pc,ic/;
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53| Solve MHOO1l maximizing U using NLP;

54

55 | Parameter

56 u e(x) entrep's utility

57 C investors expected payment
58 B investors expected revenue
59 Net investors expected utility
60 | ;

61

62 [u e(x) =sgrt(w.l(x));

63| C =sum((x,z), p(x,z)*w.l(x));

64 | B =sum((x,z), p(x,z)*r(x));

65 | Net =B-C;

66 [ Display u e, C, B, Net;

67 | * End of Model

DT, z(=high DR THLO T, EERPEBIITEIZ LT85 E DEERDOMMA THD, Zh
L THIE, y(=high, low) THODT, EERDBHBAITENDDWITIHERTEIZ L5755
DEEZOHHATHD, FEORGIIRMETHIND, TDOELLL FED A E R D L HEH
(o (%, 2) F721E p(x,y)) TEBEMSFHHFAREZ SN TS, ZOFRMSLHFNCL T,
TR TEN 2 & 5D SV SN WM TEh % &5 THRITRDIRNIICHE w 25 ET 528
%o

52-53 ATACLET N EZDET VAR T HHA (B BB E G ) &R L, KEFHOR)
Mam KA T 2B E M IR T D, MHOOL NIDETVOLFIT, TOEDI/ ./ 1OPICE
TIVORERREEE b BRI oby, 2K pe, BRMSZHK ic PRIINTND, 70k,
Ty AR NARET UL, BTV MEO0L BB RN ic 24 LTIZb D THD, 55-66 1TH T,
ET VOISV TEREZORM u_e (x), RIS B, HIFFSHLME ¢, BIOEDOFEH Net
(EB-O)EFHL, 177 AV TZOEER REL(Display)Liind b,

ETNVORIIHITT7 74/ (mh001 . 1st)DH D SOLVE SUMMARY LAEDE/FITREN TS, F
P YRR 22 D 126 {THIZ, Optimal solution EBHDHDEFERTH, ZHNRWEAIZIE, fREL
TZIIZE DI REDPREINTNEIEG IELWETIZAR W, EQU TIHAEDITIZ, HlRDT7 7TV
FEMAREN TS, EQU pe O MARGINAL DFNT, BIMHIKIOT 7T P 2 HOMR(145 17 H)A
HY, N 0 TRVOTEMEFINEE THILL TWAIENbND, FEEIZ EQU ic @
MARGINAL @ FDO#AE(151-152 4T E)b . Thigh. Low 122U VTIE 0 T2, ZAUE, 7 K i 3l

T BB, COT RS I ARTIE, (high ZBIRSENEOLLOLL RO 2 AOFERE W HFI AL TV,
Y p.nignw,* —d(high)2 " p, (high)w,’* ~d(high)
Z Px (hi(_:;h)wxo‘5 —d(high) > Z px(low)wxo‘5 —d(low)

LU, IO RSB ES THRALTHIEEBPRO T, 707 T ALt OB EORICARE 725 TR,
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AR MY, FEHINE, MLER  2HEGRMTIC B A BRI T 7a—F 1 27V - N F - FOSE

107

99
100
101
102
103
104
105
106
107
108
109
110
111

112

113
114
115
116
117
118
119
120
121
122
123
124
125
126
135
136
137
138
139
140
141
142
143
144
145
146

SOLVE SUMMARY

MODEL MHO0O1 OBJECTIVE U

TYPE NLP DIRECTION MAXIMIZE

SOLVER CONOPT FROM LINE 53
****x SOLVER STATUS 1 Normal Completion
**%* MODEL STATUS 2 Locally Optimal
***% OBJECTIVE VALUE 34.2735
RESOURCE USAGE, LIMIT 0.046 1000.000
ITERATION COUNT, LIMIT 19 2000000000
EVALUATION ERRORS 0 0

CONOPTD 0.1 Dec 13, 2010 23.6.3 WEX 22848.22869 WEI x86 64/MS

Windows

CONOPTS3 version 3.14V

Copyright (C) ARKI Consulting and Development A/S

Bagsvaerdvej 246 A

DK-2880 Bagsvaerd, Denmark

The model has 3 variables and 4 constraints

with 9 Jacobian elements, 6 of which are nonlinear.

The Hessian of the Lagrangian has 2 elements on the diagonal,

0 elements below the diagonal, and 2 nonlinear variables.

** Optimal solution. There are no superbasic variables.

LOWER LEVEL UPPER

-—--- EQU obj 38.600 38.600 38.600

obj wutility function

---- EQU pc participation constraint

LOWER LEVEL UPPER MARGINAL

high 2.000 2.000 +INF -4.000

MARGINAL

1.000
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147 | =--- EQU ic incentive compatibility constraint
148
149 LOWER LEVEL UPPER MARGINAL
150
151 | high.low 1.000 1.000 +INF -0.653
152 | high.high . . +INF

153
154 [ ---- VAR w entrep's income
155
156 LOWER LEVEL UPPER MARGINAL
157
158 | failure 1.0000E-4 0.735 +INF
159 | success 1.0000E-4 5.224 +INF
160
161 LOWER LEVEL UPPER MARGINAL
162
163 | ---- VAR U —-INF 34.273 +INF
164

165 U investor's expected utility

177 | -——- 66 PARAMETER u e entrep's utility
178
179 | failure 0.857, success 2.286
180
181
182 [ -—-- 66 PARAMETER C = 4.327 investors expected p
183 ayment

184 PARAMETER B = 38.600 investors expected r

185 evenue

186 PARAMETER Net = 34.273 investors expected u

187 tility

2012—- 1

Y. p.(high)w,’ —d(high)> " p (Low)w,"” —d(low) A%, % 5 THRILT HILERL T

5, 728, Thigh.high 1T B EADNELLRY, 25 TR T2ZEIZABHTHS, KIZ,

DREZ O w, HEZOMFFIM v Off1X, T E4 VAR w, VAR U @ LEVEL DOFII(Z

MEI 158-159, 163 1T A NREILTND,
EBIT, INHDFR-ICESWTHAESN MR, 177-187 1T BITREN TN,
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HEZOHMH: u e =0857 RIKDELE)

=2.286 (REDEE)
PSS EIN R C=4.327
HRERIAE B = 38.600

Net (IFHIFIZE = FEFOWREIH) = 34.273
2B WIFHRZE Net 1X U L—FL T3,

2.2 2RBRETE2HEETIL (mh002.gms)

ZIVET 20 TERUIZET VAL, ZOITIE, 2 DOREFTE) (85 )1KHE) Z LT, &5iC
ENENOREATINRIG T HT 77— AR RAMREE IR RAME (55 4 FEOME) 2 —HEL T
R ET N LS 5, BEAYTTEI SIS RAITEID 2 ©% | SO ar I AT &1, s Ao
REBROREATE ARG FTNERSE 2 B OB L TERTHD,

ETNERTAKEWRR 23), £F° 8-10 THIZ set TIRAFEERL WD, 7272L 10 /TED
£ R BT 2 Tl OB KBTI L 2SR TOYE% Loop V—F o (i) TE<
TelZ, ZOEFREN/1, 2/1ELTERLTHD, 11 {TH T, 2T y ORDOYIZ v HIHA A7
o CHWAZENTEAINN, IRATORI4 (alias)EERL T,

27-28 17 Bt —MIICERSNIHR S A0 % HORETE v 252 5@ T
DHANDTZDDOZ =8 dummy (v) ZEFELTWD, 28 1TH Tl SLHIZVZDOXI—EHET
120 %252 TR, e CREMICENENOREITE y OFREZZDHEIT, FI—-EHIT 1 &)
%52 2%, )

AfE 21 TlE D 1 DOREATE 2 (CHUIEZE 1 DOEFHE high 720 low ODHNEEN
D) 2T %HE 2 TE), Z2TIERID— RN RO ETENCB 28Uk v (F23 v) 2B ZD
ZENTEDET NVEEL, ZOET MTEENLENTNOREATENKRIEL7Hlf e D)
HUERLOIZT %, dummy (v) ZEERWTEICL (37005 dummy (v) =1 £9°5)  SE T
BTN TS (dunny (v) =0), O HIFIROFEZF1E, z OHO0IC v (FE v) ZHOWTE
#TH(B8391TH), T7bb, ZNEhOREITE v 12OV,

max U= Xz’yldummy(y)px (Y)(”X _Wx)

subject to

{Z‘,Px (y)w™ —d (y)}dummy(y) >0, Vy

2. a(o) | Z s ) |y ()20,
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YRk 2.3 I -N\F—F-ETILQ DOFETEOFRITEBEZ H(ZIRD) (mh002 . gns)

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

* Definition of Set

Set X project outcome /failure, success/
y effort level /low, high/
t loop index /1,2/;

Alias (y,vVv);
* Definition of Parameters

Table p(x,vy) probability of outcome by effort level
low high

failure 0.9 0.2

success 0.1 0.8

Parameter d(y) disutility by efforts
/low
high 2/

Parameter r(x) revenue from project

/failure 13
success 45/
Parameter dummy (y) dummy to enable and disable equations;
dummy (y)=0;
* Definition of Primal Variables
Positive Variable

w(X) entrep's income
Variable §) investor's expected utility
Equation

obj utility function

pc(y) participation constraint

ic(v,y) incentive compatibility constraint

* Defining and Solving the Model

*more active efforts

obj.. U =e= sum((x,y), dummy(y)*p(x,y)*(r(x) - w(x)));
pc(y) .. (sum(x,p(x,y) *sqrt (w(x)))-d(y)) *dummy (y) =g= 0;
ic(v,y) .. ((sum(x,p(x,v)*sqgrt(w(x)))-d(v))

- (sum(x,p(x,y) *sqrt(w(x)))-d(y))) *dummy (v) =g= 0;

* Setting Lower Bounds on Variables to Avoid Division by Zero
w.lo(x)=0.0001;

Model MHOO1FB First Best Model /obj,pc /;



53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96

97

98
99

TN MY, FHAE, ALER RGBT 2 MR T Tu—F 1 250 - N F - FORE

put "First Best"

Model MHO01SB Second Best Model /obj,pc,ic/;
Parameter
w _FB(y,x) payments
u e FB(y,x) entrep's FB utility
C FB(y) investor's FB expected payment
B FB(y) investor's FB expected revenue
Net FB(y) investor's FB expected utility
w_SB(y,x) payments
u e SB(y,x) entrep's utility
C SB(y) investor's expected payment
B SB(y) investor's expected revenue
Net SB(y) investor's expected utility
Loop (t,
dummy (y) =1$ (ord (t) eq ord(y));
Solve MHOO1FB maximizing U using NLP;
w_FB(y,x) S (ord(t) eq ord(y))=w.l(x);
u_e FB(y,x) $(ord(t) eq ord(y))=sqrt(w.l(x));
C FB(y) $S(ord(t) eq ord(y))=sum(x, p(x,y)*w.l(x));
B FB(y) $(ord(t) eq ord(y))=sum(x, p(x,y)*r(x));
Net FB(y) $(ord(t) eq ord(y))=B_FB(y)-C_FB(y);
Solve MHOO1SB maximizing U using NLP;
w_SB(y,x) $S(ord(t) eq ord(y))=w.l(x);
u e SB(y,x) S(ord(t) eqg ord(y))=sqgrt(w.l(x));
C SB(y) S (ord(t) eq ord(y))=sum(x, p(x,y)*w.l(x));
B SB(y) $(ord(t) eq ord(y))=sum(x, p(x,y)*r(x));
Net SB(y) $(ord(t) eq ord(y))=B_SB(y)-C_SB(y);
) i
File sol /solution.csv/;
put sol;
sol.pc=5;
sol.pw=32767;
* Generating a solution summary file in CSV
Loop (y,
put "Effort Level:" y.tl /;

w: payment" "u: entrep's utility" "U:

investor's utility" "B: investor's benefit" "C: investor's
cost" /;

put "" "" "" Net FB(y):10:3 B FB(y):10:3 C_FB(y):10:3/;
Loop(x, put x.tl w FB(y,x):10:3 u e FB(y,x):10:3 /;);

111
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100 | put /;
101
put "Second Best" "w: payment" "u: entrep's utility" "U:
102 | investor's utility" "B: investor's benefit" "C: investor's
cost" /;

103
104 [ put "" "™ "" Net SB(y):10:3 B SB(y):10:3 C SB(y):10:3 /;
105 | Loop (%, put x.tl w SB(y,x):10:3 u e SB(y,x):10:3 /;);
106 | put //;

107
108 |);
109
110 | * End of Model

EVOMEEE 25, EORBEIT, HOREITE v 12O TEXLOTHLHN, BEITEIEL TIE
BOBEPE (72E 21X high 2 Low) BHHD T, ZNHAETIZOWTEREINIZE 2 50 ERH L,
FOISBEHOREITH AW E LKL TIED20IZ<Wb LN O T, —FlEL T, B
REATE(high)Z L2545 25, ZO%EOMBIL, dummy (high) =1, dummy (low) =0 &9°%
ZET,
max U= p, (high)(r,—w,)

subject to

{;px (high)w,™ —d (high)} >0
{@px(high)wx hlgh} {pr w, ()}}20, vy

L7021 THRWIZRELERIZRCL DI/ 5, FERIC, MBI EITE(Low) 2B 255512
dummy (low) =1, dummy (high) =0 &FHULE, BT TAOHF T, 2HLIBESNAEEROR
AT A CEEFRIICAELST2DIZ, Loop —F v E AW TEDOHTH I—dumny (v) ZF AL, L5
PRI BBV R X 72 DD U R EZ R C0D GELIEBRIR)

FEF/L mh002.gms O TIL, 77— AR _NAMNYWrL B IR - _RANYETO I S5 2R 72D I,
NEIUSKHELTZE TV () ZERL TOD, 52 1TH Tld, BRIBIEL obj LMK pc OHEE
ToET V% MHOOLFB EE L, ZNEESZETT 77— AN _ANYT A 155, [RERIZ 53 4TE i, =
70 2 DOFIFNTINZ THIN M NZHIF ic ZFELIZET /L MHOO1SB 2R 28T, LA R -~
2155,

ERICET NV ERLIIITHETNDER S IE. 69-86 1T H D Loop N—F L DE TH D,
MLoop (t, .. );lE FHEIMANDT JIZHHIET DO mr T 0%k, £2TO t ([TOVWTHIRLFELT
T 512D DEDTHD, Loop /L—F L DFAEIZLL T OEITTHD,
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Loop (t,
dummy (y) =1$ (ord (t) eq ord(y));

Solve MHOO1lFB maximizing U using NLP;

Solve MHO01SB maximizing U using NLP;
)i

DT, t IZEENHEH(=1, 2)0)“!3@:2&(:1, )N,y IZEFENDEFHE(Low, high)DIEZ (Low
X1 %FEH, high 122 & H) &9 256 120%, dummy (y) DfEE 1 &35 (ZNLSMNT 0), BART
Wi, IR Lo 1 A 2 dummy (low) =1, dummy (high)=0.2 [AHIZI% dummy (Low) =0,
dummy (high)=1 &72%, ZAUZL->T, M0IRLO 1 B B IZIE SR TE 2 fiHEe L7 (R 2
ERNCLI) BT NDT 77— AR RANYr L IR R AN i fi x| 2 8] B X RER IR
TTEVERIHEELIZET VDT 7 — AR XA L1 R« RAN W R LR TED,

4 HHHHDET VORIE, W77 AV P TEAENORBED SOLVE SUMMARY LL FOHESIR
END, FNEFNDORET, Optimal solution EFTRSNTWAILZMERL THIZHET (YR
2.4), W77 AN R DO RIREF AR FIEIL VA 22 OFNEEFELTHS, 7oLz iE 4 »
&% SOLVE SUMMARY DIHD 2 D H | TRbLEMRIITEIZ LOE T2 EX DB R - R AN

T, SCEAER w L BB RN 5 77 1,000 129 22 LMKl ThHT LD,

FTDANNT77ANVICRDE, Loop V—F U INO EZEFTLSME, MDIEL CHRLILLENEILDE
TSk TR & 22fE 23R T 585 Tl D, BARRICIE, XHHH w_FB, w_SB, HHEFRDOZH
u e FB, u e SB, HEFOEM c FB, C_SB XFlik B FB, B SB, BLOZ DK Net FB,
Net SB ZFMHT 5, ZNbIT7 0l 7 ADEH O T, KFHHY 7 =7 THABDLT NI
CSV JEA T 1aid, Zhba R 2.1 ICEED TRLT,
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YRk 24: BEZIIL-NF—F-ETI)LQ DORETEOXRTHEEZ LIS DEERF) (mh002. 1st)

243 S OLVE SUMMARY

244

245 MODEL MHO01SB OBJECTIVE U

246 TYPE NLP DIRECTION MAXIMIZE

247 SOLVER CONOPT FROM LINE 79

270 ** Optimal solution. Reduced gradient less than tolerance.
278 LOWER LEVEL UPPER MARGINAL
279

280 | -——=-- EQU obj 16.200 16.200 16.200 1.000
281

282 obj wutility function

283

284 | ---- EQU pc participation constraint

285

286 LOWER LEVEL UPPER MARGINAL

287

288 | low 1.000 1.000 +INF -2.000

289

290 | -——-- EQU ic incentive compatibility constraint

291

292 LOWER LEVEL UPPER MARGINAL

293

294 | low.low . . +INF

295 | low.high -1.000 2.4943E-7 +INF

296

297 | -—-—- VAR w entrep's income

298

299 LOWER LEVEL UPPER MARGINAL

300

301 | failure 1.0000E-4 1.000 +INF

302 | success 1.0000E-4 1.000 +INF 3.5633E-8

303

304 LOWER LEVEL UPPER MARGINAL
305

306 | ---- VAR U -INF 15.200 +INF

307

308 U investor's expected utility
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R21:4DDETILOME

w,: B u BER U: 8% B BHEE  C. %%

D) D 2k DEH
BX Sk TEARAY
T A RA MR 34.60 38.60 4.00
ERil 4.00 2.00
D)) 4.00 2.00
TH R RN 34.27 38.60 433
PRIl 0.74 0.86
D) 522 2.29
527K e TS
T A XA 15.20 16.20 1.00
Lty 1.00 1.00
% zh 1.00 1.00
TR e ARANME 15.20 16.20 1.00
PN 1.00 1.00
B 1.00 1.00

2.3 T7—AMRZAMREEHUR - RXMEDIREE

x 21 ZRATONDLINT, DI OIS KRERE N EH L &b E TIHMAIITE 2= IS 7205
BT, 77— AR RANTHEA VR - RANCTYH, TEFLWEK ) (Tabbw, = w,_ . )%
AETHET S ThD, (COHEIITLELETL AP —FORMBUTRAELZR, ) Lol FEfi
FATEN A BIRS /oW GG 77 — AR SRR THIUL RO NEFEHANZK ) & S T iU 5372758,

THRARARNTIE W >wW,>w

i rure TZTELW, 137 7= AR NARD E R ER) E725, $
bbb, 77— AR RARDEEL AN TEH R _RAND R EZ OFTE W, 13, REDBFEITREL, &
IROGENELT 2D, ZOBIHIT, VAZRIER 7R EFITELZ TYAZ DREZOEIHAYTT B 43RS
WL RO WENZ w, KV 51 & L TR TEI 2R+ — 7. KR O @Mz w, JV5IET
F TR TENZ E0ICKKSEHTED, RSO ) BB THDHNG TH D, RO H
OBIE L1, (T7—Ah_ANGHE AT R RO EA C oBhinc>7en s,

BBZINOEHIUL, AR - RANDBE LT 7— A RAND G A E AT L& BRAAT )4 8
REEDL AT R B 13E DO 00l if T A C 720 2382 50 T, FEEFE O SIFRHH]
% Net 130+ %, (GeBARECHRY LIF 2T, HRBEEO FICERERE T 2 A ToR0no
<., WIREMFIZE Net 12 AU ofi—%32, )

% 2 BEEO ML, BT TEIZ RIS G A ORB Z ORI A (U £721% Net ) & 1§
FTEN RIS T A O NEE T ELLOREITENZBINS YD RENEEZDHIETHD,
R 21 BARTIEY, FUESNIZNNFA—=ZD T TIL, 77— AR RARDIRITHEI R - XD
Th, BEIRSNDREEEATI IR TE CHDLI LN DD, 728, 77 —AR _RANTHEH R
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ANRANCTHREMAT TEISEIEN DY, E Tl _7=I BT e AR 72D, ZOB M, (VAZ[ELREN
THAHDITHEMITENZ VTN D) IERDTT IV Y =R &P IET 572012 BN E A
ELDNDTHD, ZORIE, %RIFEE 3 i CREZVBIAT PR G5 MG 528 TR
725,

24 J25712 k%A

T 7= AR RAMREE TR RAMBIZOWTDZ 758, FREOK 4.2 (2HELT25 (K
21, & 2.2), 2170, 20T T7 DT Y o THERE T REZLDBH D, FliTT V0 B BIREEX
FHEOFN RN DI EZ DO SHLEAE G W B Z O A THY DR FALIBEERS DIZxL |
PHEROED B BIEITE EF O MR SN (721F) THY | 2 DR/ MEEE T > T D, 22 TU
TCIEAECRE, BB EREZ ORI THLEL TR ZED D, (ZHUT 1.3 TR~/
MR (IP) 2tz bau, )

TP TEIOR AL, DX 42 2ZOFEANAIENTE, B 2.1 [RENEEY THD,
B AROR 21 EF 2.2 TiE, & 21 OBHUR - SRANOHEfFE EZNZ THD, ZhHD7 T
Tl EERDVAZ G ChDE L TNDO T, SO FTREI O 58 FARH . 3 ORI i 371
KIOFDDAED 0 (T35 BEFAGHO DSHIFRET2 > TUVD, ¥ ZHUTKI LT, K ET TR 2 3 F 3 A
ZHNLZRG AT, #1 S0 DRI EARIC /o TN,

21 [TRENDHT 7— A _ANORIL, BEET L Tw =w

success failure

=4.000 THLDT,

T I 7D TNDEI W =

success fallure

ThoHZle—ET 5, IRITEH R - RAMEO P RE

I, #0 MR EEZDOTER, BLOW # EEEO EETHENZAHROE /S THY, 2 EZ ~OHIFF
SCHVEEO EZERI IR T, AN D TR S AN B T2 DT AR - R AROfig il
M1 L0 DAL SB T, FRMEMREIE (w ) =(5.224,0.735) Ti%, Fi=, th

success?

w,

failure
VR eRANMiE SB N7 7 — AR RANMiE FB L0, WAL (LD KREWILED) O EERdh# Elcdh bz s
BoND, T HEN R _RARNTIE, 77 —AR _RANDEE AR RKENWZEEZRLTND, K MEE
FTILTH, 77— AR _RAMEOE L 4.000, EHR_AMEOE I 4327 THD,

$ BRI OATL LT, R (P OF R ZHKIIC) (1.3)04 70 % 5, b Rk Th D,
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2.1: FEBHITEIZ O BT DY
(200D X 4.2 #EEHHRE)

Weailure
Paecose (RIGRIUCW, )
+pfallure (high)u(wfallure) = dmgh
Weaituze = W
FB
SB
0735 b N ‘ #0
D (Lowut(on, ) i~
+p[a114(e (low)u(wfallure) = dlow
5.224 Wsuccess

WIZAHBRATEI O A2 B 2.2 (3, AT EIOS613, B~ D W A FEO 27
AR, FEBRATBI O B & JVBE DRS00, RIS, ZINHIKIO ATRESLOBL S ARH0 13, FEGAY
TEND Y & OFR M LHIFKIOA L OMEAS 0 1TRDEEFH0 125 LV, ZANHIFKIO ATRER O 5 5Lk

#0 13w, =w BV THEFR A~ O MRFSHVEO SRR M B L, ZO8 77—

success — Wrailure
AR RAMEEIR D Z LITFBAITTEI OB G LR ThD, —77 FRMSZHFIOLIDA 0 (T2 555
B X BT R OGO SINHH O FIRE OB F#L 1ZE L, 16> CTINBTTEI OS5 &
DZINERIO AL OBE A0 1T, BRI TEN O L& O ZINHIFKIO FIREROBE R ##1 o |
DR T D, WIZ, FRMSLHFIAMF T MDA LR - _RAMEO AIRRIIE, #0 #f &2 0 1,
BLOW! L0 FECHENZE S (BEES) Thd, 77 —AR _AMBIEZ O WTRERDRIZH
DOT, 77— AL _RAMERRIFHI B R - _RAMETHLZEZWIT 720, T, B R A2

Ty — AR _ANE ] (BIEET L Cliw =w

success failure

=1.000) TEITTED,
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22: HBITEIZ OB 5= DEREY
(fFHE(2003) DX 4.2 #EHHZE)

Weailure

+pfallure (high)u(wfallure

)=d

high

sssssss

1.000 | ... TP

Do (Lowyuw,
P LoW(w, ) =d, ]

1.000 Wsuccess

3. 2RETH2HMEETIL: BERNIRIDIMLISE
3.1 ETILDHRE

AEIL, BEZNIATHPNTHLGEORGETHD, 5§ 2 HiDET /LTI, fEZNYAY[EE
B ChHEL, REFOMAMEU = u(w)-d(a)icsd 28 u(-) 2 ME2e M, Ao
u=w" LT, ZofCEu () &, RRICIE Y = Wit s, KIEET L, 8 2 8o
2 EEATH2 BEETAEM, (URR 21 O 45-47 47 HICHNS) lEZ O RO u(*)
BT B E A E U R R, BER NI AL P THERAOEFAIEE 11, W
(BeoTU ) B—BATRELIRNZETH D, TRDOLEBMNTFIET DIETHD, 8§ 212, 77 —Ah-
NZAROATEN a, DEE, BIR - A_RAMIBNTS a) &7 7— AR _AME I TETTELZETHD,

3.2 EERN)RIPIAMEIHZEEDETIL (mh003.gms)

L EZBYAT PSTHRG GBI TEN A LD DT L OMFE, FENRBUTZG GO ES
AOIIEED 111 T RIALIZHE DTN 0.00 Lo TEY, —RLIZEZAH, HEFRNREZD
KA LI IO THOARABUCIZS (R 3.1), LNLARRE, ZZTELEL WA B TEIZ &5t
ZNERAEIT, LTIV EWHER THEEICHIDL LI, LV Ay =T 5.2 5 LIl
BARNVEWIERT, ZORMEEKITE I O ThD, ., fRIT G ZHNIZHKO FTHREZRD
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R 31 EBERNIRIRIWGIHEEDETILOBHED 1)
w,: S U BRER U Bax B BRER C: BEX

D% DN OFEE oA
82K U TR
T A RA MR 36.60 38.60 2.00
PN 10.00 10.00
D)) 0.00 0.00
EHUR R AME 36.60 38.60 2.00
I 0.86 0.86
D) 2.29 2.29
5% 7K e T Y
T A R AR 15.20 16.20 1.00
I 1.11 1.11
% zh 0.00 0.00
THUR - RAME 15.20 16.20 1.00
PN 1.11 1.11
D)l 0.00 0.00

BRI AL TD, ZOISNC— RUIZL I AT W RRERFONLBHNIE, VA h I
B BB DMAET DL E OIS,

3.3 BEHBEOINLEGLHEEFES (mh003b.gms)

VAT BRSERRSEA OF T L (mh003 . gns)ITEE IO LN o TWAD T, R 3.1
RSB LISMIS . B BRI Uil 54 5- 2 D BAR DR LT AFAAET 2, © £TC, Aifi CH
WD E AL RICHIEE T V% | B DBAEFH S O YIIEZ VTR LT BARDIRA RO THD,
ZD7HIZ, Solve AT DERTOITIC,

w.1l(x)=0;
EVHITEARAT D, ZAUZED, W, OFIHMEZE 0 ELTRHET22EMTED, iR —E ThiutE D
JOLWINEE 52 CORICARA DT THLM, Z2TIERK 3.1 ITRLIZH D LT R DM ATS (R
32),

HA B THLHEEZOMEFM U 13, R 3.1 ITRUEEESELOOT, ZOFFAOfRL fiwfi
D—DTHAHILIZEDYITIR, 0 LS OESHIZR A% 52 CHE T UL, B0 B 5k
fa155, o203, W, OFIIIEZ 1 & 2581213, & 3.3 O ER L2155, & 33 TbU ofilix
FICTHD, ZNHDZENSEEROIFIENRIBS D,

? &5 mh003b.gms (ZOW T, MUEOBR BT 5, FELIE, LT D Web ~—Y2BBE L, £TOY
VTN T T T A Web ETAREIVTS, < http://r-center.grips.ac.jp/DiscussionPapersDetails/266/# >
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=32 EERNIRIPIMGEEDETILOREED 2) —w, ONHEZ 0 LT 5158

w,: KR u BER U: #8% B BHE C. 45X

e DI RZIIE 2k 9t
55 )1k iy
T — AP R AN 36.60 38.60 2.00
JPi 0.00 0.00
e 2.50 2.50
TR AR 36.60 38.60 2.00
E3ls 0.00 0.00
i zh 2.50 2.50
Bk THABAY
77— AR AR 15.20 16.20 1.00
Eils 1.11 1.11
Rh 0.00 0.00
BHUR R AME 15.20 16.20 1.00
Jefk 111 1.11
RRLh 0.00 0.00

£33 BERNIRIFAIMNGIEEDETILORED ) —w, ONHIEE 1 L2554

w, S u BER U 8% B EEFR C: BER

D D DOFEE DEH
53K e FEARI
77— A N AMF 36.60 38.60 2.00
E3ts 6.00 6.00
JkEh 1.00 1.00
BHUR R AME 36.60 38.60 2.00
Hefi 0.86 0.86
FRLh 229 2.29
557K HE pELEEE)
T A AN 15.20 16.20 1.00
EN(o 1.00 1.00
)] 1.00 1.00
TR R ANME 15.20 16.20 1.00
EJls 1.00 1.00
ih 1.00 1.00

% 3.1-%K 33 OHILLEOFHEMEAFHLTH RV, WA TEI 2L 58584 LR TE & &
HELHEAEDOVTROBEIZBNTH, 77— AR RANE N R - RAMNOEATE M (Teb b
FOBEH C ), WIZELNZ LR DhD, ZOMRT, EERNIAT P THLE G T
EEINSELT2DICVDRDIARY « T LT DL MEREL RN ThD, ZOEMET L DIBE T,
BEZOMFPENA U DL, 77— AR RAMIB W TH AR - RAMIB W, #EF Tk
FEFITHI TR A RIS E D2 L0005,
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34 55712k AR

AT FEER, BHEROR 4.2 OPSHAE | YR HNLINREEZ OHEITY TUID TRIRT D, 72720,
AT CITARZE R DS AV LR Tl o 7= T, #0, #1 JEICHIER TH-T=DITR L, AEITIRE R
AZSLHY T D0 T, SO wfREBOEE SR (BRI TE O Sa 41 WA TEI DY 540) 13
L ZE S~ D WIRE SO B =R AR & A TS0 B, - CL B NLHI D7 T 77— AR AR D
Bt EF OB MR DRIE BIHRIOER Lo GEADFEIKICEBIT L ED ST
5,

UATREHRA T TENC DWW C (B 3.1) , FEIRFINLHIFIOATILDY 0 (T2 BB H#0 A8 AT 5, #0 L#1

DAEE A 1E (W w,

vccesss Weaiture) = (2.29,0.86) THD, LA R - S AMED WIHENEI, #K i 37
IO 0 1228 A5 #0 ORE EBLXOZD FETHY, 2o NK#1 B2 iEiasre

WODOTC, FRITASE A XA T O, IR0 AB EIZhH5,
BAEET N OfRAERDHE, BT TEZ LR DA R - ~AMEIL, W, BT D55 o 9]

% 1 ICRELEHAOM (L AE (W,

success? fallure

) =(2.29,0.86) 2725 T 5 (R 83).
(ZOMIEIBIHO 1 DI A L—HLTB, ) B<IAURIEE, w, IR 25RO M iEE

LTRSS AIE, iR (G5 B I, (W,

success? fallure

) =(2.50,0.00) %% (% 32), =

560 BB U OffiL 36.60 THY, FE R OPIEA R E LW ELEDLRWOT, &
B OAFAEDRES D,

WA, TR TENC DWW C R TS (B 3.2) , L 3EF A~ WIRF S EAO M3 did g A1 T
B DGE LVBEERFECHNT D, SHITIHBRIITEIO S MNERIH0 1%, FmaITEI OB E OF R
ST DAL O 0 ICARDEFREH THHOT, ZTHHBEMBEIITEI O & OB OE /LD
HEDRERHNTIRD, IRIT, HIBEAATENC IS D7 R M SEHFI DAL OMEDY 0 127205 3#1 T
B2, ZOIDNZ, FERAATEIOSG L~ | SN ERRE T KWL O AL O 0 1270558
RIRBANR ST THHDO T, A ITEDLRW, LM UROFEERIIE DT, T72b5
EBAITEI O A OffIE, ZMHIKIER HIcHDZETEDLROE OO | KM LHIF O AL OfE
230 127225 UL Cid, ZOf BRI OVFEA AIREIRIC 722, TE-> T, RIZR AV A%
IMHFI DRy Bz D, 77 —ARSAMED, ZINHIK EOZZEEZ0EMNIZHHIRY, 77— AR <2
MREE IR < _RAMED BRI OIS L, (FEER, R 3.1-FK 33 ([ZBWT, BAUR - A_RAMEN
Ty AR RAMBIZ L 720 TND, )
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M 3.1: BUBMTE o, DEIT

Wrailure

0.86

2.29 250 wsuccess

A R 33 DEIURARAME (W, OUEIHEZ | &9 558)
B: & 32 DEHLRANAME (W, OWIIEE 0 L5 2555)

3.2: JHiBHITTED ) DET

Weailure

1.11

1.00 f---------
0.86 [

1.00 229 2.50 Wsuccess

C: & 32 DEHUR-~AME (W, OYIHHEE 0 LT 55E)
D: & 3.3 DEHURA_RAME (W, OUEIHEZ 1 &9 258)

945

2012-1



AR MY, HHAE, ANLER - 2RI BT 2 MR T Su—F 250 - " F-FORE 123

BEETNVERDE, W, ONHELE 0 LT2HG0I R RAME (A C) X,

(W, pccesss Weas1ure) = (0.00,1.11) TH (F 3.1, & 3.2), Zhd, BIHIKHO 2 HEZ 58T
BB, WIZW, DRIEZ 1 LT DL 7 (DI (W, ocssr Weatrure) = (1.00,1.00) 12725 (% 3.2).,

WFROEAEL, BB U 13 152 LZEDSRNO T, ZZTHEBMBOFEINRIRS LA,

4. IBRETH-IHEETIL: BERNRVEEMLTISES
41 SEEITEHE IR

B 4 BTl EEZDVRI R ITRY HIE 4.2.2 (T1E->C, Bl - 1Mo 2 FFEOITE)
EEZT-E 2 BIOET /W(mh002 . gms)&AALEEL . FEMRAY(high), FAZAY(middle), WHARAI(low)D 3 FE
HDOATE A B2 HET NVAaAED, 0 RIS, 8 2 BIOET VORI RIRD 2 FHEN G, i)
(success), 7 [H(moderate), JHi(failure)?> 3 FEHIC T 5, JHHE 4.2.2 TIT— A7 L LC, 178N 22
A K + HEOHEEEFFOEL, TRENOITEIE b THRL TV, ZORMEMETIEK =2 LLT,
3 P ORETHZRINSED, RETHORMEBLOBMEZDELOD, TFT A OMEIL 2 REAT
@2 REET ILELEDOAR, 72720, Set IZBITFDHE x 28 2 fH25 3 EIcHy z  BEITE v b 2
8 3 I DO REHATE LR A O DR, EATEIZ Lo AL, T
D7V ORI EERTEROBBHZ 5720 THD, ZORMME, ZhETOET VEFERIC—E
® Loop DOHITHE, !

4.2 RBHER 71—V OB

3 REEATE 3 RARDET N TR0, il SBLAT Y 2— /b w, ODHFRIETHD, §72b
B EWEERNERONDIZON T, BER (== N BNRER (TV w30 inb T S 44
W, DGR DINEIMEVIRTE TH D, FRAILTZEE DT RRIMLIZEE LS 2T ML EE DT
LRSI R LRV ODBRKRARE T 5D, ZORMEERET 72012, JHRITRO 2 S0
WEZE BTN,

%1 OPUEIE, T o> HF1E(monotone likelihood ratio condition, MLRC) | T2, $x52AITIE,
k> 1chEtiEk pa,) pla) Baii OBNBEETHE, L0IHOTHS, Thabb, #l

0 Z 2, PRERATEN LV D D1, BRI T E) & TR TEY O TR HDITEI S VD B Tdh- T, #iakTH
WHILD A (FFALER, AT 47 (median)) LT HERAFR CdD,

W7 7 A (002 . 1s I, BANCIHMRIITEN 2R IRSE 57 7 — AR RAMBRE B I R - _RAMEN RS
. RICHALRIFTEN BB S DT 7 — AR NAMIRE B AU R« RAMEN, e R CEMBATE 2 RIS T 5
T AR RAMiELE I R RAMBEIREND,
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BRSO LTS JOBHBERATEIZ Lo To R REV LD ZETHD,

W52 OEELE, T4547 B D (convexity of distribution function condition, CDFC) | Tih%, ZD
Gkt bBnel0l] BEEEL, HB% A KYEa, B OB KE a,, a, ORICHETD
(a, =na,+(1-n)a,) 2oiE ALEOKE j=0,..., N IZ3L T,

Fa,)<nF (a)+(-n)F (a,) B3Rt s, 0500 Ths, 22 TSR F, (a) 11, &
WOBETIHF (a)=>. p,(a) LLTROLNS,
FL 2 DORED T T IROMENERSILTND,
i 4.6 (#2003, p.167))
(a) MLRC 23RN T D78513, ay T3 2 Had AN TR OB 70 0,
(b) MLRC BX U CDFC M 57261E, FE0k=1,...,K 112>\,
AT T D AU TR A O BAEN 72D,

AETHETS 3 RETH3 RETFA (K =2) %, ZOABICRLLTEZ AL HIEET L

D 3 SOREITBHIONE | FHEIOTTE a, 72 B L. HATE) a, 5 Bib) I BT 5,

EiE 2 SOREDEE ZMFITA-0IC, LT T, ADREESLCETILE. TNENR—FAD
REFITZEN LI 2 DDETILD, &5t 3 DDOETNAREET 5,

EFILA: MLRC & CDFC O 5 3L 3 %€ T /v
71 B: MLRC [ZAEAET 575, CDFC AL LW ET L
ET L C: MLRC (F%32 L7228 CDFC 13 %S 5E 5 /1

INBDOET NOFEELLF CTRAET 5,

43 IWETH-3MEETILAMh004a.gms)

431  ETILORE
R OREF | REATEIZEOARGH BLOEEOIIRIZHOWT, LLFOHEHIZE 2 5,
CREATBIZ EOEEORD - P KowEE p, (V)
Praiture (low) Prailure (middle) Prailure (high) 0.600 0.350 0.050

pmoderate(low) pmoderate(middle) pmoderate(high) ={0.300 0.250 0.100
Pevccess (10W)  Pricecee (middle)  poice..(high) 0.100 0.400 0.850

2B 550 BUEICITER 4 RN B 2 DND, e 2L, B2 T8 TR RIS 215 KoL LT | IR - [R5
FHEORTHBEER LU D7D, BB TRUVTEIZ L o725 23, 2o TR R @< 20155
HLNR, LE O HFWEL, 2O X 72— RISk A PERRL | BLRICE Z055LE 2600105
MraefEhsEofkElzfioT\a,



AN Y, BHEAHE, MITER 20

WA B A HERET Ta—F 1 ®5 )V - "= FOE

C REATBISLOREFICLS>TORBM (y)

d(low) 2.0
d(middle)|=|2.2
d(high) 3.0

- FHEOIE r(x)

rfailure 1 3
rmoderate = 29
Tsuccess 45

L%, ZhHOEAEFIO T TR I,

125

pfailure (mlddle) pfailure (hlgh)
pfailure (lOW) pfailure (mlddle)
. , 0.583 0.143
pmoderate (mlddle) pmoderate (hlgh) — 0833 0400
pmoderate (lOW) pmoderate (mlddle) 4000 2 125
psuccess (hlgh) psuccess (hlgh)
psuccess (mlddle) psuccess (mlddle)

L0 BERDYGE T HIEE (THITII T AT~ DIEE) LEHD EA-27:5 MLRC #2952

LR TE D, Fiz,

F:Eailure (mlddle) _[nF}ailure (lOW) + (1 _W)F:Eailure (hlgh):l _0 14
Fmoderate (mlddle) _[nFmoderate (lOW) + (1 _U)Fmoderate (hlgh)j| = _015
Fosceans (1001€)~[1F, v (100)+(1-7) Fopecavs (ni0H) 000

L DTFTIUT DN THIFIETH D725, CDFC i@ 5 LD RS TE D,

432 TOYSLORNE

AIEHW=7 877 A(mh002 . gms)HIEEAEZDEEMHEHIZENTED, 72720, ETRLIZIDIC,

PEEATERNE R DTN 3 FFHICHLRSN TEY, ENDICKHISE LT T A=FREZATILEN D
Do WAK 41 O 8ATH TF =/ hOFREL T, TH# Jmoderate ZHL<FLAL, 9 /TH THLW
FREATE) (857K HE) [HALHY Imiddle ZFEAT 5, SRS EHIEN TELREATEIN 3 FIHIZ/ZR-
TeZemb | BIRLTET VAR TZOIC VDR T £ 1220 Th, 11,2, 310 3 DEELKT D,
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YRb41: 3IFETE-3HBETILADAAT7ZAILFRE) (mh004a.gms)

2012—- 1

71 * Definition of Set

8 | Set X project outcome /failure, moderate, success/
y effort level /low, middle, high/
10 t loop index /1,2,3/;

11 | Alias (y,Vv);
12 | * Definition of Parameters

13| Table p(x,Vy) probability of outcome by effort level
14 low middle high

15 | failure 0.6 0.35 0.05

16 | moderate 0.3 0.25 0.1

17 | success 0.1 0.4 0.85

18|

19

20 | Parameter d(y) disutility by efforts
21 /low 2

22 middle 2.2

23 high 3/

24 |7

25 | Parameter r (x) revenue from project

26 /failure 13

27 moderate 29

28 success 45/

29 | * Definition of Parameters

433  ETILAQEOKREE: BEMNTEIZHLICLT

17 74 (mh004a . 1st)ITIE 6 20 SOLVE SUMMARY VRSN TUWB, D5, Tk =

T8 a, ZRIRSED BN R - RAME (6 FHITRENIZHD) ITHIETDL0E R THL (XL 4.2),

B BRAIITEIOM, 2 TOREITEIOTT VORI, T 41 ITELHLN TV,
FeWNT, HHEQ003) DA 4.5 IZHOWTHREET 5,
v 4.5 (#2003, p.166))

EHATH) @, A AORBIE TH) REF LTl a,) TR, BEFITE>T,

a, LHEERI /D a, EET B,

LWL D TH D, ZOMENRSLTHZEE, BEFAOFRMBSLHK ic (v, v) NS TR T5 (F
b BLEDT T TV a R ER TRV ONRHLNE I E AT 5, KFEICITRIEO B |
DR 42 122 TOMETRL QU Ve, Z2IRSNTZfE (YRS 42 O 697 17 H) & RAHL . Rl
HITTE) a, 2 LHE IO ETHRIEICIB W, BIMATE) a, -T2 B 8 OMHEFELWIIE 525

HRLEITE) @, BTE(ET B, ZOZ LRI a, & Lol 5 B DR DHRERITE a, 2 LT 15
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YR+ 42: 3 BETHIRRETILAOHEAT7AIL
—EBHITEERINSE 2 EHhUR - RAME ($k#) (mh004a.1lst)

686 | ———— EQU pc participation constraint
687
688 LOWER LEVEL UPPER MARGINAL
689
690 | high 3.000 3.000 +INF -6.000
691
692 | ———- EQU ic dincentive compatibility constraint
693
694 LOWER LEVEL UPPER MARGINAL
695
696 | high.low 1.000 1.413 +INF

697 | high.middle 0.800 0.800 +INF -0.707
698 | high.high . . +INF

699
700 | ———-—- VAR w entrep's income
701
702 LOWER LEVEL UPPER MARGINAL
703
704 | failure 1.0000E-4 0.773 +INF

705 | moderate 1.0000E-4 6.100 +INF EPS
706 | success 1.0000E-4 10.158 +INF

707
708 LOWER LEVEL UPPER MARGINAL
709
710 | ———— VAR U -INF 32.517 +INF
711
712 U investor's expected utility

BORME ERIBR EWVOFER W SZHIFIAVE S TR SO Lo Thd, FIUL, PALATTE)
a, e IS T HMETIE, WALATE) a, Lo T2 56 O EFE LW A 5 2 5 TR T B)
Ay AFAET Do ZAUTK LT, AR H OB IR ERRIITTE) a, (213, ZAvs BRI 72088 B T8 347
TELZ2, GERIMSZHF 2365 TR T 25 D720, )
FEUN T, FHE(2003)DMIE 4.6 12OV THDHE, LLFORY Th 5,

(a) MLRC Ziifi 2 THAET /L ClE, & 41 ([ZRL8Y, FTEHAITTE a, (2B CL Rl w,
13 BCROEMBIEIZ > TD, (TRDBEEZI w, 13, KRBV TRb/INEL T, lghe
R SYE T HIZ DN TREAeoTND, )
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%41 SETDERERUSLUCHENA(ETILA)
w,: T u BER U BEF

DhH DA
BX Sk Y SRR
17.00
NS 4.00 2.00
i 4.00 2.00
%) 4.00 2.00
5% ) K e ERVALD}
24.86
S 3.44 1.85
] 4.42 2.10
) 6.57 2.50
527K e FEABIT)
32.52
Rl 0.77 0.88
] 6.10 2.47
%Eh 10.16 3.19

(b) WIZ, AET /LT MLRC (22T CDFC i 20T, HALAATE) a, (238 T | FliZei
W, LB ORI A>T,

ZOFRIVIRL TR 77— AR _RANCHL, Fil 220 w, 1T RICBIDS T & (T72bb
FERHLNE) THHI L, BLOTHBRITEIZRINSE DB DOEN R - NRANDRIEEK w, 23

77— AR NAMRITE LN L, EERNV AR50 2 BETE)2 fORET VLR T
b2,

4.4 IWETH-3MEET /LB (Mh004b. gms)
441  ETILORE
431 THRAIALEDI b, BB OHER L EEOIIRITIEZ /20T BB L O R AE RO
B2 D,
d(low) 2.0
d(middle)|=|2.5
d(high) 3.0
ZITUE HIOET ANSHZED I P - RO E LT L TOR0 (> TRE BRI ThD)
M6, RERTOIEY MLRC &l 255, — 7 EITHZLO R d (y ) LU TRA ST flZ UEL T

WHDT,
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=42 BRETHEREZNESIUHHSA(ETILB)
W, i u BER U mEx

5% 7K e TR
17.00
PRIl 4.00 2.00
R 4.00 2.00
D)) 4.00 2.00
5% 71K Y VAL
21.76
PN 0.61 0.78
i 16.90 4.11
D)) 9.00 3.00
5% ) K e T
32.66
ek 2.11 1.45
Rl 7.39 2.72
k) 9.76 3.12
Froiyee (middle)=[nF., e (Low)+ (1) Fruy e (high) | 0.025
Froserace (middle) =[7F, oo (Low)+ (1-7) Frogerare (Righ) || =| 0.075

F. (middle)—[nF (Low)+(1-7)F. (high)] 0.000

success success success

EVFIHIFALRY, CDFC IEbIFRM R L TN ER DD,

442  ETI B DFEDEIE

BT NOffEE M 4.6 DBLRDHA TV ERDIBY THS (R 4.2),
(a) CDFC 23 2 &4 TV 228 MLRC 28 2 S CWA DT, FRINT T8N a, (2330 T, i 4.6(a)
DEET LMY, Fl A w, IERER O MR 2> T,
(b) MLRC [&iii ST T CDFC ANl it SIV TV VRV ZOET /L TlE, HFALAYTTE) @, 1238V T
O HA) w, (ZRCR OB 72> Ty, (BERB TR NS T ~& ER-32&, SCHhEH
w, 23 16.90 735 9.00 ~EJA LTS, ) 1infE 4.6(b)iX, MLRC & CDFC DMANKILT 5T,
a, (PAZEITTED) 235179 2 Bl LA D R R O BIE 72 5 80 ) FIR TH D75, MLRC 3L
LTV Th CDFC MELIZLALA L, AL TEN AR IRSEHE T /LI T Sl 325 w, 23R
DYEMBIEU 2> TUNRNWZ &I, A 4.6(b) & JET DL D TIEARU Y,
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FRTSLHFINCONTHDE, R TEE Lo L5 L 285 4 BIHATE a, & HAHfT8 a,
IR ERICES TN TH D, PO TEIZ LW XS ET D86 1%, FEmITTE) a, LB IR TH)
a, EHEERTH S, HmATEIZEHE LT 25813, 1ERNBY | 2L EAERRATENI 2, =
DI, FHR TN HIFI DG S TR T HRILE 431 OFF L LT RARY E N DRIEO OV
WEIpSTHDERD,

45 IBEITEN-3 BERETIL C(mh004c. gms)
451  ETILOEE

3 RREATE 3 BEET L C LLTROIREE <, 3 EATH -3 lBEET L A LI~ FHEOW
W T R OMER LR EATEI L OB EEL TS,

- REATBT LOBEO KD P S oTeE p, (V)

Peairure(10W)  peoiryec(middle)  peipg..(high) 0.700 0.200 0.100

pmoderate(low) pmoderate(middle) pmoderate(high) =[10.200 0.600 0.200
psuccess(low) psuccess(middle) psuccess(high) 0.100 0.200 0.700

- REATBICLOREFICLS>TORBM (v)
d(low) 2.0
d(middle)|=|2.1
d(high) 3.0

- FiEous r(x)
Feaiture 13
rmoderate = 29
Tsuccess 45

ZORED F T,

pfailure(middle) pfailure (hlgh)
pfailure (lOW) pfailure (mldd‘le)

_ , 0.286 0.500

pmoderate (mlddle) pmoderate (hlgh) — 3000 0333

pmoderate (lOW) pmoderate (mlddle) 2000 3500

Povecess (Righ)  poicceo.(high)
psuccess(middle) psuccess(middle)

& HFIMED AT MLRC A 2 LZRN SRR TE D, — 7.
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=43 BRETHEREZNEIUHHEHA(ETILC)
w, o VB u o BER U #E%R

DI DI
5% 7K e TR
17.00
PRIl 4.00 2.00
H ] 4.00 2.00
D)) 4.00 2.00
5% 71K e VAL
24.58
PN 3.77 1.94
i 4.59 2.14
% 4.55 2.13
5% ) K e TR
28.93
PNl 3.48 1.87
e 2.89 1.70
% zh 12.48 3.53
F:Eailure (mlddle) - [nF}ailure (lOW) + (1 - 77) F:Eailure (hlgh)] _044

Froserace (midd1e) ~[ 7, uerare (Low)+ (1=77) Frogerare (nigh) | |=| ~0.04
Flicoess (middle) [ nF,cceue (Low)+(1-77) Flyece (high) | 0.00

success success

EWT B IFIETHDM 5, CDFC Al i T 52D ifEd TE D,

452  FROIREL

R 43 1T RETE) (B KHE) LD EERK I w, 2L 0D, & 1S, BRI TENC B D 5
AW, 1E, R OHEINBIE 2> TR, A 4.6(a)ld. MLRC 23FAL 9272513 FEMAYTT
B DI K w, D3RO INBIEIC 725 ) TR TH D035, MLRC A3 RS TORNAR
ETVC, BRI TEN 3517 2 il 20 w, AR OIS 2o TN ZEETF AL, 5 2
120 PRZBATENC IV T BB 3T w1, BUROIIINBIENZ 72> TR0, finiE 4.6(b)lE. MLRC &
CDFC DAL T 2LE | BalHi) w, B ORI 225 L 0D FIE THHH S, MLRC 73
RSN TORWAET VT, PALAATENZ T DEGR K w, SRR ORI > TuigunZ
EEF LR,

BRI S HANC DN THBE, BT EIZ LD 554, BB a, . PROTH g, . B
ONHIBAIATE) a, D 3 DR TOITEINE ERICE > TER ThHhD, TAHATEIZLLE L5 G1E,
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NATEY a, LWRRIITE) a, N IEZERITH D, 22 Th . 7 Kl LB 5 CRlNL T 2RI
431 BEW 441 OFTILOMREILD  MLRC X° CDFC ORE DM Rl R OV 21503 551
FEHNCEBEIRMUE L TNDIERNDIND,

5. #&EE

FHTHGER I T LB L TOZRWFER I, FHIR(2003) 23 LR B9 R B L 72 ZRA0 BG40 A 4 T 3R I
LTHHIDN, RO B TH o7z, AFL, RO B TR BE O HUEFH E FiE L E
DRG00I DI N THY | A [ENIHHHRQ2003) D% 4 FIEEFERLEF O (£T)L-
AR 280 i,

TR M A BB G PIAIC s TT I L CH B2 0 5 FI, 2 SO Tirbhiz, 5§ 1
DI, 2 BEATE 2 AR, BEON 3 BEATE 3 RO 2 — 2 E T VARG | S EFH A
TSI RO E BT DL ThHD, BEF DY AT EIRERRG & LUAT PSIRR G4
T FRIZE D LB DO E BRI AR R CTHERR LT, AT Tld, — AT —THY,
THUR - ARANCIEREMA T8 A7 7 — AR RARO I TEITCERV, ZhUCKIL TR A TIE,
BRI DTN HER TEDLIFRFIZ, B AR« RANCTREMRITENZ 7 77— AR - R ARO 2 TR T
TELIEDHERS N, ZOZEITT T 7L LT, ELICHREMICH [EE ) TEHTH A,

82 OFMELT, 3 HEATE) 3 T T /BT AR GEEK w, O OBIRARTTL,
3 RREATE 3 RE T LTI ST T O HULO T2 As 7z MLRC 33K 0Y CDFC O
EOEEMA B E AR THLNILT, JHEOME 4.6 £V, MLRC 3XU CDFC A3Rard
UL, TR TE) I L OV A TEh A A TS DI AT w, 1, BER ORI/, MLRC $
J U CDFC D3N QO D ARTESE 4 BIORTEOET VT, B T8 3 L O A T8N DV T
B w, AR OHIMBIEU 72> T D ZENBMEFH A A B L THERES 2, — 5 MLRC F72(%
CDFC PRRALLZRN G EIZE D72 0T DT AR 4 BTl MLRC 135323 %728 CDFC
EALLIRWE T /LR, MLRC 3L L7V A R RLE 7 L 2SR L L R AOT T B B KOV P AT T
Ba TS EDEAM A w, B3, BUROBINBI%E /BN D e B LT, ZNHORERHET L
DOFFERAET HZEILD | GHEO M 4.6 ORTIRGIEO AR T TR 5203 TED,

AFROET VX, AifE (FEAM(Q2011)) TRENZFRIREEOE T L EAEE, GAMS VW)Y 7k
U= T EFIATHIEERHRICES LTV D, GAMS XA ROV 7T =7 Thoh A, Z O AL
GAMS Development Corporation @ Web YAk NBEERICTH 7L m—RL T, BUKO/NSWET LT
HIUFTENT ZENTED, ZLTAMDOET /MTET, GAMS O Web HMIZHD GAMS Model
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Library [ZAS T 5, B ZhbEF Ty m—RLUTE B BOWEWZ, BT VONRTA—20REZ D%
AR OB Z A 2 COITIE, BBR A S OISR 52N TELTH A, Tz, AT T
ENZNETORKIBEGH O L2 5 FIE TH o83, Bl Tl v a—2% ATl st & a0
FAODIEGRD TS (T2 2 X EFIMQ2011)) . BRI LT FIEE DT HT2DI2iE, —#HOHEF
BHEZER LU CRBMLERSY | A CTHIRLIZE 27 ar 7 ARZ 0 0 E 525 Th D,
e, AR 21 OIEAUR-RAN-ET )L (BB TEIZ AL L7235 5) J(mh001 . gms) LA,
Loop NW—F VEMWe@ERT vr I3 VR EEESTWD, 2O Ry I3 7 FIRICEEL
WFEE L, EAET L THSD mh001.gms (INLHIKY, FEMAOITEN A EMAITENCZE X 720, Fioild
EF RV AT AR INOY AT ST ZE R T 572018, BEF O A BEE /M 1 &
RIS E 2 70T AN ENRDD, 2L 7c 7 ar I 7B TIZHOWTRSE QAL U T, <D
B DR PLER A B ORE RA B CIIEE L THHITED bl ORPROE L THD,

* GAMS Development Corporation @ Web ¥ I3 http://www.gams.com/lZ, Model Library |3
http://www.gams.com/modlib/modlib.htm (Zd>%,
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Bt
ARWFSEIL ., SCERRL A BRI B Al Bl 4 (No. 24580317). BpAT R FHIHEE R8I R, 38X OB IFSE
KRB RFER G A — 12 LB TR A2 Z T, 22U Tl E AR R T,

& Xk

AR 50(2003) [ERAIDREFEEGRL, A2ER].

BARS, EHEILE, MTEARQ) [ I nr/Iv /-7 V-7 a—F], GRIPS
Discussion Paper 10-34.
<http://r-center.grips.ac.jp/DiscussionPapersDetails/133/#>

Hashimoto, Hideo, Hamada, Kojun, Hosoe, Nobuhiro (2012) “A Numerical Approach to the Contract
Theory: the Case of Adverse Selection,” GRIPS Discussion Paper 11-27.
<http://r-center.grips.ac.jp/DiscussionPapersDetails/247/#>

FEAH S, L, ML E#2012) [ERERRTIZ 31T DAY 7 a—F iR i
DA, TR KRR mE], Vol.93, No.2012-1, pp.91-135.

EAH H, BEHSAE, T EM#2012) TSRO RB T 28R R Y 7 n—F ET 1.
AP —RDE54 |, GRIPS Discussion Paper 12-03.
<http://r-center.grips.ac.jp/DiscussionPapersDetails/266/#>

AL ER, TIREZ, BAHHB2004) [TFANT v H— T TV 7 —T s 7 hhn
PRal—rarET—], RARTREHIRE,

EHEZ, TR, SUERM, HRE, SEEQR011) THEIAD=X LT AL OF —HNs0
=, 2011 SEEE A TRIRE SR EEAR.
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A Numerical Approach to the Contract Theory:
the Case of Moral Hazard Problem

Hideo Hashimoto*, Kojun Hamada®, Nobuhiro Hosoe*

Abstract

We develop a few numerical models to examine the moral hazard problems exemplified by Itoh
(2003, Ch. 4), following our earlier study (Hashimoto et al. (2011)) on the adverse selection
problems. To this end, we first model a risk-averse or risk-neutral entrepreneur who selects his
action among two options (e.g., low effort and high effort). The results of the models, whose
computer programs are explained in detail for novice modelers, numerically illustrate the essence of
the contract theory analysis. Second, the similar models, applied to the case with three effort level
options, are built with and without the assumptions often employed to simplify the theoretical
analysis. Through these exercises the significance of such assumptions in the contract theory

analysis would be understood clearly.

Keywords:
moral hazard, numerical approach, risk averse, risk neutral, convexity of distribution function

condition, monotone likelihood ratio condition
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