October 07 - 13, 2001

Incompleteness in Economics

In the course we are going to discuss the problems arising from and solutions to several kinds of incompleteness in economics. 

In the session on incomplete contracts we are going to talk about the causes of contract incompleteness, and then apply the discussion to labor contracts, financing of firms and the nature of investments. We will also discuss the question of how laws should be designed in order to mitigate the problems caused by incomplete contracts and how asset ownership should be optimally allocated.

In the sessions on incomplete markets we will discuss the sense in which markets may be incomplete and how one can mitigate problems caused by this incompleteness.

In the sessions on games of incomplete information we will discuss several forms of screening or signaling and the forms they take in real markets.

The course requires good skills in microeconomic theory and mathematical methods.

Participants have to submit a paper 15-20 pages in length, and written within a period of 4 weeks, on the topic assigned to them before the seminar takes place. During the seminar participants have 30-40 minutes to present their paper. After the seminar a written exam (2hrs) will take place. 

The number of participants will be restricted to 16 students. If there are more than 16 applications we will select the participants according to their academic qualification. 

Examples of articles that will be discussed in the course:

· Grossman & Hart, 1986, "The Costs and Benefits of Ownership", Journal of Political Economy, Vol. 94, pp. 691-719 

· Hart & Moore, 1999, "Foundations of Incomplete contracts", Review of Economic Studies, Vol. 66, pp. 115-138 

· Kreps & Wilson, 1982, "Reputation and imperfect information", Journal of Economic Theory, Vol. 27, pp. 253-79 
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