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Outline – Plan : 

Chapter 1: Information economics 

I. Introduction 

II. Asymmetric information and market failures 

1. Lemons problem 

2. Screening 

3. Screening versus signaling 

4. Market disequilibrium 

III.   Roadmap 

Chapter 2:  Adverse selection 

I. Introduction  

II. Simple example 

1.  Price discrimination 

2. Complete information 

3. Incomplete information 

III.   A more general analysis 

1.  Framework 

2. Implementation 

3. Optimization 

4. Examples  

IV.   Variations 

1.  Multiple agents 

2.  Noisy observation 

3.  Interim renegotiation 

4.  Countervailing incentives 

5.  Stochastic contracts 

6.  Dynamics 

Chapter 3: Moral hazard 

I.    Introduction 

1. Efficiency versus risk-sharing 

2. Efficiency versus informational rent 

II.   The role of statistical inference 

1.  The inference problem 

2. Full inference 

3. Limited inference 

4. Valuable signals 

III.  Effort levels 

1.  A simple example 

2.  Risk-sharing, incentives and participation constraint 

3.  Multi-tasks 

IV.  Applications 



1.  Partial insurance 

2.  Efficiency wage 

3.  Credit rationing 

4.  Group lending 

5.  Moral hazard in teams 

6.  Career concerns 

7.  Commitment 

Chapter 4: Implementation  

I.  Introduction 

1.  Problem 

2.  Framework 

3.  Revelation principle 

II.  Implementation in dominant strategies 

1. Framework  

2.  Revelation principle 

3. A Simple case: two alternatives 

4. Negative result 

5. Solutions  

III.  Bayesian implementation 

1.  Framework  

2.  Quasi-linear utilities 

3.  Correlation of types 

IV.  Nash implementation 

1.  Framework 

2.  Strong Nash implementation 

3.  Equilibrium refinement   

Chapter 5:  Auctions 

I. Introduction 

1.  Different auctions 

2.  Revelation principle 

3.  Examples  

II.  Independent values 

1.  Framework 

2. Revenue equivalence theorem 

3. Bidding strategies 

4. Optimal auction 

5. Risk aversion 

6. Asymmetry 

III.  Common value 

1. The Winner’s curse 

2. Correlation 

3. Standard auctions 
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