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moral hazard equilibrium theorem, 212 participation constraint theorem for TTC, 558
moral hazard insurance model, 210 participation constraint with public goods, 496
mortgage broker, 181 partnership, 36, 221
Moscow, 6 patent, 18, 199
motels, 272 path defined, 574
movie producers, 209 physicians, 7, 200, 508, 538, 569
Munch, Edvard, 362 piece rates, 253
mutual funds, 257 pivotal mechanism defined, 481, 487
pivotal mechanism theorem, 482, 487

naked call option, 176 plurality rule, 432
Napoleon, 571 poison pill, 249, 250
NASA, 18 Poland, 606
Nash equilibrium defined, 33 Polaroid Corporation, 287
Nash equilibrium in a first-price auction, pollution permit auction, 360

393, 394 pollution permits bargaining theorem, 159
National Education Association (NEA), pollution permits efficiency theorem, 158, 163,

200, 201 166
National Intern Matching Program pooling equilibrium, 324, 345

(NIMP), 539 preference profile, 507
National Resident Matching Program, 539 President’s Council of Economic Advisors, 172
Netflix, 18 preventive care, 136, 203, 206, 210, 336
network component theorem, 575 price discrimination, 285, 287
network defined, 573 price taking, 646
New York City, school admissions, 534 price taking behavior defined, 637
New York Mets, 36 Princeton, 547
New York Stock, 250 principal, 7
nonconvex economies, 628 prisoner’s dilemma, 46
nonimposition, 443, 448 prisoner’s dilemma, repeated, 56
nonlinear pricing, 16 private good defined, 154
nonmanipulability of majority rule private information, 5

theorem, 438 private ownership, 6, 158, 486, 646
normal form, of a game, 41 private values, 367
Northwestern, 547, 632 privatization auction, 361
n-person prisoner’s dilemma defined, 48 procurement auction, 415, 416

product markets, 241, 243

Occidental Petroleum, 250 professionals, 200
oil industry, 252 professors, 195
optimal contract theorem for risk-neutral profit in the agency model

managers, 268 definition, 260
optimal matching assignment defined, 512, 525  profit maximization, 142, 246
outcome equivalence defined, 388 project efficiency defined, 480, 491
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property rights in the ocean, 652
public good model defined, 463
public opinion, 49

public project defined, 479

public school, 199

publishing, by professors, 197
purchasing power, 193

pure private good, 460

pure public good defined, 460
Pythagorean theorem converse, 96

quadratic maximization formula, 74, 76
quadratic, maximization of, 72

quality control, 128

quality, and bundling, 309

quasi-linear preferences, 101
quasi-linear utility and efficiency, 104
Quebec, 159

quotas, and fishing, 166

R&D (research and development), 597

R&D Networks, 597

radio spectrum auction, 359

RAND, 51, 206

random effects, 7

rate of technical substitution (RTS), 610, 611

rationality assumption, 39, 69

rationing, 153

reputation, 7, 53, 69, 199, 247

research, 19, 195

research network model defined, 599

reservation value, 298

reservation value defined, 362

reservation values, interdependence of, 416

residency matching problem defined, 539

residual claimant, 149, 232, 237, 262, 273, 276,
279, 374

responsibility system, 8

responsiveness in school admissions, 528

retaliation, and terrorism, 35

retirement. See mandatory retirement

retirement efficiency theorem, 190

revelation principle, 456

revenue equivalence application, 413

revenue equivalence theorem, 398, 404,
409, 419

risk aversion implies diminishing marginal rate
of substitution, 336

risk-neutral managers, 266

risk neutrality defined, 114

risk-averse managers, 274, 277

risk-aversion theorem, 117

risky investment, 172

RJR Nabisco, 250

Rochester, 547

room assignment cycle defined, 556

room assignment problem defined, 544

royalty, 272

royalty payment, 265, 271

683

Russia, 274, 361, 606, 612
Rutan, Burt, 19

Safelite Glass Corporation, 253

salesagent, 185

Salomon Brothers, 252

Samuelson efficiency condition, 466

savings and loan (S&L) crisis, 170

SCA theorem, 532

SCGI is efficient theorem, 549

school admissions problem defined, 520

school admissions stability theorem, 524

scientist, 185

search engine ad auctions, 360, 380

Securities and Exchanges Commission
(US), 248

securitization of mortgages, 181

self-dealing, 242, 250, 251

self-regarding preferences defined, 26

self-selection constraints, 316, 327, 347

separating equilibrium, 324, 345

serial choice algorithm (SCA) defined, 531

serial choice cycle in room assignment, 549

serial choice with guarantee (SCGI)
defined, 548

serial choice with guarantees (SCG)
defined, 550

serial choice with no guarantee (SCNG)
defined, 545

shadow banking sector, 180

Shanghai Ranking, 198

sharecropping, 150

shareholders, 12, 255

shirking, by managers, 241, 248, 253, 604

shirking, by workers, 4, 7, 17, 188

signaling, by job applicants, 321

silent burglar alarm, 208

Silicon Valley, 234

Singer Sewing Machine Company, 271

single-test placement, 530

Sloane, Alfred P., 251

social choice framework defined, 442

social choice mechanism defined, 457

social cost pricing, 4, 370

SODA, 522

Southwestern Bell, 365

Soviet Union, 6, 249, 274, 361, 606

Spain, 359

spectrum auction. See radio spectrum auction

spillover benefit, 460

sponsor, 19

stability of DAA theorem, 512

stability theorem for distance-based utility, 586

stable and strategy-proof matching
theorem, 514

stable assignment defined, 521

stable assignment defined (for doctor-hospital
matching), 539

stable assignment efficiency theorem, 509
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stable matching assignment defined, 508
stable network defined, 579
Stalin, Joseph, 8
Standard and Poor’s, 185
standard auction mechanism defined, 397
Stanford, 547
star network, 574
statistical independence, 132
stock options, 243, 244, 253, 255
strategy proofness defined, 443
strategy proofness of a matching process, 514
strategy proofness of SCG theorem, 551
strategy-proof room assignment
defined, 548
strategy-proofness for room allocation, 555
strategy-proofness theorem for TTC, 559
strictly concave function defined, 82
student and school preferences, 521
subgame defined, 43
subgame-perfect Nash equilibrium defined, 44
subgame-perfect resource allocation
equilibrium, 645
sufficient conditions for efficiency, 25
Suharto, 274
suicide, insurance and, 203, 204
sulphur dioxide, 156
supply of permits, 162
surtax, 480
Sweden, 198, 359
Switzerland, 198, 359, 657

take-it-or-leave-it offer, 295, 296

taxi, 10, 16, 271, 374

teachers, pay and performance of, 199

team production, 188

telecommunications, 167

television, 6, 271

tenure, 198

tenure of professors, 195, 196

tenure, of professional athletes, 196

tenure, of teachers, 198

terrorists, harboring of, 34

Thailand, 159

The Economist, 8, 10, 22, 36, 47, 49, 187, 207,
250, 366, 658

The Netherlands, 198

The Scream, 362

tit-for-tat strategy defined, 55, 58

T-Mobile, 413

top trading cycle algorithm defined, 555, 557

tort damages, 373

total derivative, 85

Toyota, 602

trade agreement, 591

trading network model defined, 592

trading network social welfare theorem, 592

trading network stability theorem, 593

transplant chain, 562

Treasury Bills, 182

Treasury, US, 180

T-Rex skeleton auction, 359

Turkey, 159

two-person exchange framework, 288
two-way lung exchange, 565

two-way transplant exchanges, 561

U. C. Berkeley, 631

unacceptable agents defined, 506

unanimity lemma, 445

unconstrained maximum necessary
condition, 78

unemployment insurance, 14

uniform probability distribution, 120

unilateral decisiveness, 471

uniqueness theorem for single test placement,
532

United Kingdom, 198

United Nations, 36, 48, 49

University of Pennsylvania, 547

unknown type, in prisoner’s dilemma, 65

up-or-out employment policy, 195, 198

used-car market, 298

value restriction theorem for majority rule, 436

value-restricted preferences defined, 436

variance defined, 129

Vickrey (second-price) auction defined, 368

Vickrey auction and incentive compatibility,
369

Vickrey auction generalized, 380

Vickrey auction uniqueness theorem, 375

Vickrey Mechanism defined, 20

Vickrey Mechanism incentive theorem, 21

Vietnam, 159

Volkswagen, 602

voluntary contributions, 470

voting rule defined, 424

voucher auctions, 361

voucher system, 201

Walker mechanism, 499, 501, 502

Walker mechanism defined, 499

Walker’s mechanism equilibrium
theorem, 499

Walt Disney Corporation, 244

warlords, 273

warranty, 6

Washington Post, 13

Waterloo, 571

weakly efficient outcome defined, 28

welfare theorem, 619, 620, 621, 624, 628

Wellington, Duke of, 571

Western Europe, 205, 242, 607

‘Wharton School, 633

Whirlpool, 19

William and Mary, 547

winner’s curse, in auctions, 419

World Bank, 159
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World Health Organization, 36, 624 Yahoo, 379

WR Hambrecht & Co, 362 Yale, 547, 632

X Prize Foundation, 19 zero-profit conditions, 340

Xerox corporation, 286, 373 Zuckerberg, Mark, 269
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