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1. AT GI T T e T a—F T ONWT

AFEIE, FEQ003)DH 1 I TR A=A ELIva DR T TV Ob=2— = MEHEGER &
) 2 BUE B RS FHEIC D W T LD, R EHE, SR B GRZ —IRAU DR ICRBAL T D
72U, FIFENZ LS THIRLIZWEZ AR B D, ZDT2h | T TRENTWD A HEMEEL T
VES TIRW T ZEIZE - T BB GRAE LV KSERELID LT 200, Ko BRI THH,

BARIIZIE, A= D — (V2 7V EBESA T IET DD T T4 — (=T = N SR i AG 32
Kizid SHEEE 2%, FEOHR IS TUIRR, Y7747 —DXAT 0 2 HOET VL 3 HOE
TIUCKHELTzas B a—4 7 a s 7 2 Eo T, ZILENDEEITONT, EMO IR FRED:
WT 7= AMRZR BT VL ENRHD BN RRANET NDT 0T T LD, I RARARE
T, BT I =B GUNDOY T T —ThdLhD A RetERNHY . Zh a2 T O K
NEFIRIDS L BEE 722 ZATHDNEZ DO T BRI EHET 0D, ZOBHEMEZ BT 572
DIZ, LIXUIRE R AT TIEWL< O DIEEZ R T CTHGRET VO B kA M5, AfR Tk, 2oL7
LR EZRLTEG A ITHELD ZTNOR NI LR WG A IZ OV TH B G A W T 295,
SO, BUEREET VOB AE AL ZATEDIEFIZZLeoT=(F2L 20, 10 J)GAIZ oW
ThiET 2,

BAE T N E LTI, BEFFE Y 77 =27 LT, GAMS(General Algebraic Modeling
System)& WA EIZL, ZDT=d DT 0T T LEAERT 5, IGAMS OSHEICBEL T, Afah o~
177 ML TRARIROFAA AL T3, JOFEMIZ STEIZ DWW TEMITLAR (2004, 2 3 F)H3
fi{ECHATHS), % ED GAMS HAREE-> T, AR TRT T sTL5Z20FE, HDHVE, B

HIZ/RTA—H7p B H 2R LT B O BRI 2 DUV T B A2 W TR §7 5281 TED,

1 GAMS EHiROY 7 =7 THLM, ORI, FEZENTEDET NV ORESITHIRR HLHD D,
GAMS Development Corporation @ Web WA hhttp://www.gams.com/dowmload/)/ 54 7 m—R L T4
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BANCC 5T,
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bHAA, A DRFELE SRRSO JUESNINTA—=ZRED T TR EUEF] TH
DLUL, ZORER DRI R A S T EIZ RO I 245720, BT, BfEE £
TNERET DD LV Ar a— 2 Sia B85 T 2 FMb/hE3en, £20—5 T BimET
NDxy v A FUEFZ AN TRIT b bhOFE—T a7 I3 7T )V -7 7T a—F LT
I—IZEo T, BT EEVIREEGLIENTED, Fo, — IR ED T CEERRIIRT 41T
TZDISHEASNIZWOL O D EAR R E NSRS D EVOR Kb H D, DivbhEL T, HHIC

Lo TARRMDEE B2 TOHMAMEN RNESNLZLZHFF T 50D THD,

2. TRAN—Z LT gy B SRR

ARG TIE, PHEOE 1 B RSN TODEEREREICOWTE LT, ZOMBIET R AA—2-&
VI ar B Z DBEO L IEARIZRRBETHL, 77206, 1 BORKAEENEAFDA—T— (Vv
PRIV E DA FEIZBIE LAY T I —(2 =V = DDA T DA B 2 D, T A —I
F 7y B 5 OB KEGHRMIEICBEL T, 2 £21F 3 AT HHELINERHEREL TR TODD3,
A—H =TT TER, 2OLTRID FC A= — I3 H O AZRRKICTHROERET S,

ARG TS DIE, ZATDEEREI D7 —ATHY, 2.1 TIE, BT I —DFAT % 2 fHEhZFEH
BAT EHRNRINEA ) T %, 22T, GHE 1.1.2 1T T, _RUF=—2D1=012, £, FEXIFE
B2 DELTT 7 —AMANEB) OB afitx ST, i 1.1.4 (206> T, FERIFRE D
bHHEL TR R RANKE) DB LR LIZT D, 77— ARZR T L EL TR, &N, 2K
EREFEIEL TV YT IA Y =N THDHIEE | A= — 03 -7 E TR T HEEDET VL,
IR ThHDE o7 E TR TDMEDET VAEBNAERL THE, >EIT, ZhbHo 2 S50
EFNE 1 ODOFETFTNAELTHEL, ft VT BHRRAR BT AR5, Z2TlE, 7947 —
DENZEND, B USNDOETOV T I —DENINTHLEALAREMERHY  ZHET20H D
(KA A9) 7 IR T ST 0 2L AaA E T IR W20, ZOHIKIDT=DIZ, 7T A —I137 7— AR
AR N O LN FEBLTEZRLY,
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fENS—MIC N BT 2 o bx B2 20D FRMTANLHIK Th D, H T2 REMEOHLZ AT
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SLHFMEIC OV TR, 2.2.8 THELSGHEBT 2, )OO EITET VA ELL T, Rl OM%
HaATENZAGNC T 52 L2 ATREIC T 5, — 7 AR TIE, ZRHD B LD OfUEZ L2
BAbE 2D, SOIZ, ZATN 3 HEVZNET VLIRS 5, 7 rr 730 7 Hifl B, ZOFEOILEEN
EDLD TR THHIENREND, £o, ZORDEREEL T, A THBHEZ HEZNLO M HALD
TeO DIE DD SLHOEGE DBROIN T DI EL RIES LD,
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), B A BB T HIERT B RCITE VDI H LD T, ZOMEREZR 2.1 ITFEDTHL,

# 2.1 BAEC BRUATB T D RE DAHE

BB 258 D200 1B A IUE R B A IUE
b(-) b(0)=0, b(x)=x"
fEED x <X IZHLT (i 1212 b (%) = 0 2= 57208 ST
p(1)>0, B(0)=+, B(E)=0 1<
FEEO x 12 LT
b"(x)< 0
(=72L. xe X =[0,x])
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ru (B R BSERMICEEL(=0) ru ZEN, 72720 RSP TR ru =0,
Zh )
A=H—0 -G L 1 pi[b(xi)_ci(xi)]
/;jjﬂ% sz xz )] Z
= plb(x)
= zpz b(xi B i
'ﬁ}ﬁ';% 1.3
@ﬁ)U()
=> pilb(x)- W’HH

i

=> plb(x,)-

i

2.1 QHAT ~ET IV

YT IAY—DIATZIRATF i CRL, DRAFHETITI =0, Z2TE efH) LI FM(FLL
i=1.22Ti inf)® 2 FERHLET D, hEMEL, ZROORAE (O, theta (1))DEKIC
FoTROONDET D, A= —DMELEME, BT T4 =B BHOXAT %11 Gh#EH), £/
X, IR THH | ERET LKL T, A= I — O AE R KA T 5L A =X 5 fh D i
B X, LY T T Y — IS R i W, DT — %R D DL D ThD, A—H— YT TA Y —D 2 A
T HHN S TODUE RO IEXF BRI L D)5 AT, 7 I A4 — D MERO I FREAFIHL TH QI
R EEZTDHIENRND T, 77 —AMAIMIEE TED, —FH A= =BT T —DFA
THERIBIRNUEROIEI TRV D)L EIIX, VT I — 1BV R EE2THR[ERIIER,
Febb BYOMEEL THMIZRLIRWII R 2R R T oM ER DD, EDIHZRTHKIN, HH
DI LD IR A D T2 DLV B TROERZKI Th D, bHAALZDGEITIE A—T1—
1%, 77— AMRAREFRI U KR R TE DT Tl B RO K EL D EBL T

20N, 2

2 gD 1 BT, FIEREH B AN HOLITOD2S, 22 TIMAZ T 22,
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2.1.1  Ty7—ARIRLE®T IV QFEEHOY T TA T —RIDET )L
HETRERBOT 7 — AR BT /BT, N TF =7 BT NE A==, T TAF
— DT MG ORAE (O, , theta (1) &F-72 LT RO ME X)LV TT4Y—IC
ALY R EAMAE (W, ) Z D TR ENEDL D TH D, 22T, P 1.1.2 IZHEHB T, 77— ARRA
NETNENED, ThbbH, 774 — 03 3R M (e £ £)edh A OIS IEZNFN(EAnE) et A O
B Bl x OMBEEL TEZ D, FET /WL, BMIZIREZRE X, BIFATHLEVORIED T TO, A

— A —ONHA—LAUTFER PG RO RIED 2N 01T, RFNZFE LR 0—R KMERE TH D,

2.1.2 WY TIAY—DET L (PS2_F eff.gms)
IO, ROV T TA Y —DETLDAN T 7AW (PS2 F eff.gms)&HTNIH, ZOET

ST, BHE 1.1.2 OFTFAZIEIC, #£ 2.1 ITEEDINT—EBOREEEE ELL TEXWZ 2L D TH

Do
max Util = Z[b(xl.)— c,(x,)] (2.1)
subject to
b(x,)=x" Vi (2.2)
cl.(xl.)— Ox, =0 Vi (2.3)

— I, D =eff,inf THDHH®, 2T, [ =eff GhRNV T T4 —)DIIZONTHIEE S 2T
fiR<s UAR 2.1 12, ZDIDOD AT 7 AN R T, £ T EolATE RS T8, ZhZ

FIHDET DD Th- T, EBIITIATILARVWWA ST 52T —1T75),

UAR 2.1: DRV T4 —-ETNVDAN 774 (PS2_F_eff.gms)

* Definition of Set

Set i type of supplier /eff/;
* Definition of Parameters

10 | Parameter
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11 theta (1) efficiency /eff 0.2/;
12 | * Definition of Primal/Dual Variables
13 | Positive Variable

14 x (1) quality

15 b (1) maker's revenue

16 c (i) cost;

17 | variable

18 Util maker's utility;

19 | Equation

20 obj maker's utility function

21 rev (i) maker's revenue function
22 pc(i) participation constraint;

23| * Specification of Equations

24 | obj.. Util =e= sum(i, (b(i)-c(1)));
25 rev(i)..b (1) =e= x(1)**(0.5);

26 | pc(i).. c(i)-theta(i)*x (i) =e= 0;

27

28 | * Setting Lower Bounds on Variables to Avoid Division by Zero
29 [ x.10(1)=0.0001;;

30
31| * Defining and Solving the Model

32 | Model FB1 /all/;

33 | Solve FB1l maximizing Util using NLP;
34
35 | Parameter

36 db (1) derivative of b
37 w(1) price

38| ;

39 | db (i) =0.5*x.1(1i)**(-0.5);

40 | w(i) =c.1l(i);

41
42 | Display x.1, b.1l, c.1l, util.l, db, w;
43 | * End of Model

TarIh0 8 ATHICY T IAY —DIATEHRTIRAT 1 DR FEITM T 0LI72bD)set
TERINLTND, ROV T I —FENDOET VTR, BRI T I —5 KT eff 720N
HIUXFRRIDIRZAT 1 ZBEL THEDRWVA, ZO% T, ZORCarta—4 &7 Va2 KT,
IRV T IAY—DET NENEDILEBZ TZOMBREHL, 11 THIE, eff 7T —DR
RE M theta (1) ZEFZEL T, 2O 0.2 LREFHES 1 HIITROAFICI T B ORE)
LTW%,

13-18 1T H %X, GAMS 7177 AN THWAOIRELH(NEEE) DL T EEFRL TD, HiHET
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IAGHEOAY P F NI D E LR, X, 20T B, A—H—DIL AR b(-) &
25 F B3 () A BB RHE DT AL T 572012, % (1) BISMCZNSDME b (1), ¢ (1) Bt
2—F Ty TLANOREEHEL TIITERSNTND, BT x (1), b(1), c (1) IFHFATHD
LLT, Positive Variable EVOHFIRFTERT D, 309 1 DOLH Util IE, THbHIEE 1
BTG RANZHNWDILTWRWD, 207 mr T AIZEBITD BBBEBOEOAFREL TEET S, H
BB DE O (B LT T VA RESRNIZ DR WO T, IEAN F 2015 variable &9
%, 19-22 17 Hi%, A AYBIE (A — A — 0 %h FBI%0 LK A B %, B HI BB D4 PR Th D,
GAMS 7177 AH T, fil#=(H BBEEE 5 L) 4 a5 2 22 iUE7eH720, doby 14 H HIBI%K
(2.1), rev (1) IZUXARI%(2.2), pc (1) (XA Q.)DLHTHDHEL,

24-26 17 H D, EARALRIBEE AR T 21 L&) Thd, 24 1TTH HIIRETH L,

525 17 H T A—H—OILA b (1) A, x (1) DBIFEL CERSN TS, AR () 1IconT,

FECIE— IR EI7TE CIUES N TS, 22T, ZORb iAo rEZmEL<bh(x, )= x"" %
(UET 5, 7245, GAMS T, [=e= | 1Ll D% 5 (THLSIO) [ JEFHL, [+ |1 I~F A
+%, 26 4TH T, G4 1.1.2 D@, 7T —D B ¢, () & BRR AR 6, 1 —E D —kBI%k:
T5,

29 17 B E. B EOR T T x (1) BT TS AR I BOEPTZHIC, x (1) D F
RELTILE D, LAl SHERR IR B 52 VIR NS WIERE 52550 Th5, bhoA,

x (1) DFENZZTHZ I FRIC—HLCLEST2HE 1T, 2O AERR TIRORELZHETHLEN

3 728, GAMS 7u/ I A TlL, Positive Variable ZFEADEHOBERTHY, Tubairllic

L ThIUE, TR, 123K eV XRFZE NN, ZREFERET, L, KB HEOENWROA
Al 52 D2 ENTED,

5 P RTORBL L ATHHELTMUALE FOAEFEOREENA— I — DA THLOT, 1 (LW T X, (GAMS

7T AP T, lsum (i, ...)))&EEsTHD,
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b5, 632 1THIZ, ZHETICERSNZT X T1 D) OHIFIR(H B E & L) Tk Sh b7 L
D4 Ri%Z FB1 EEFL. 33 1THIZ, ZOEF /L FB1 %, M E R E (nonlinear programming,
NLP)Y W —%AfioC Util Zi KL T DI EWVHR R THD, T

35 1T B UARE Tl BT VOB EZ RIZ SO ET D0 DEDTh5, db (1) 1%, Bk
b(i)% x (1) D x.1 (1) IZBWTEHIL 72— DI TH D, ZKIE, S D MmE x (1) &&b
(A== DY T TA T — IS MRE w (1) 2R T 2bDTHLHOT, 22T w(i) Z7HET 2 (2
L, TR7 T Anbbind kol THEEENICHERLIRATHD), 77 —A FARMI
BT, BHRRERERF DR NFIA— T —NCHDHEL TWDD T, w (1) [TORITAEEEN c(1)
IZEEL, 22T w(i) D% ¢ (1) DEOEIZELLL TS, (FFVOMBEFRICHEIB AT, £
BOBIZT . LIETD 1 TRT AT 7 _obD /W aftd, 72203, x. 1 (1) LI, £, #IK
DER KD T 7T P 2 I OfFAAEIHEIL, Tom) &7, 72E20F, pe.m (1) LVDHEIIZ,)
2285, B RALRIEE AT Dm0 (A BB A & 1) LIS TlE, F 5 TiET=e=] TIZAL, Hil D
=) %AfH5, 842 fTHIX, ETNOIMR(G T T V2R lih GT0)° ETHA LA T Display
HREVFETRTHD,

B®H%IZ. GAMS o7/ T RIBNWT, [+ (T ARV AZ) CHEBEEDITITHRD AT THD, 71

6 GAMS 7177 A THBRANTERE T DD FRIZHOWTIE, #VLA(2004, 55 3 %),
7 GAMS |3k & 7R FEEEOBRE(GRBE 31 R G i R M B A LR CE LI, #
NENOBBEITIS U A —2F 2 TD, TRTTLDZOHES TlE, EOY =% W TRIEE R~ &)
ZHRL 0D,
8 TV a BT, B RALREDS
max f (x)
subject to g.(x)<0 Vi
VOB TREINDEE, ZDT 7TV a B IEATRISINS(Varian (1992, 5 27 F), Ll ARH

DF7aTINL, T T HBROIROLLTEEERL T, LT LHZDIIRTE TR TR, LIZ3->T,

T TV aFHOFERR DA TRASNDGE R DHLN, AEANATOAHEITR Y,
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7T LRI EL B X I N—T7 T, ZOAERDLIETHMD NN T 0T LONEZE KD I<HE
fRCE70, BT NAERE B B ORRIEOMIT T 57208792, (R, BT NMEMSE H & TS
Zy B OENWZLOZBWHERWIENRHD, ) ATRER IRV AT ZEFE N TILZEN GAMS 71/
LER LDORALNTHS,

PLEBAATZ7AND I Y ThHDH, ZoLI-art’a—F -7 a5 5% GAMS IDE LEE ISV 7R
=7 ETIERRL T, %:1%/<%J:0>74’:‘/7Uym‘%>é:\ GAMS RNZpa ' a—&2-FuarsJh
BT 7 ANECTRIRU CRHEEATO, 17 740(PS2_eff.1st, VAR 2.2MF/RSND, %Y

Ak 2.2 T, EMATE S REINTOBN, A7 740 UAS 2.1)EFRBEIC, SBHOEE DD T

02,

YR 2.2 BRIV TITA Y — T VDI 774V  (PS2 eff.1st)

11 7 * Definition of Set

12 8 Set i type of supplier /eff/;

13 9 * Definition of Parameters

14 10 Parameter

15 11 theta (1) efficiency /eff 0.2/;

16 12 * Definition of Primal/Dual Variables
17 13 Positive Variable

18 14 x (1) quality

74 S OL VE SUMMARY

75

76 MODEL FB1 OBJECTIVE Util

77 TYPE NLP DIRECTION MAXIMIZE
78 SOLVER CONOPT FROM LINE 33

79

80 | **** SOLVER STATUS 1 NORMAL COMPLETION

81 | **** MODEL STATUS 2 LOCALLY OPTIMAL

82 | **** OBJECTIVE VALUE 1.2500

102 ** Optimal solution. Reduced gradient less than tolerance.

9 GAMS XL GAMS IDE OF|F IF LI W TIE, MVT(2004, % 8 TR I OMTEE C), £721%. Brooke et

al. (2010), BLTY, KO HAITHIZ2R03 MceCarl (2009)Z i,
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115 LOWER LEVEL

116
117 [ -=—-- EQU obj
118
119 obj maker's utility function
120

121 | =—=- EQU rev maker's revenue function

122
123 LOWER LEVEL UPPER
124
125 | eff
126

MARGINAL

1.000

127 | -=—-- EQU pc participation constraint

128
129 LOWER LEVEL UPPER
130
131 | eff
132
133 | ---- VAR x quality
134
135 LOWER LEVEL UPPER
136
137 | eff 1.0000E-7 6.250 +INF
138
139 | ---- VAR b maker's revenue
140
141 LOWER LEVEL UPPER
142
143 | eff . 2.500 +INF
144
145 | ---- VAR c cost
146
147 LOWER LEVEL UPPER
148
149 | eff . 1.250 +INF
150

151 LOWER LEVEL

152
153 | ---- VAR Util —INF

167 | ———- 42 VARIABLE x.L quality

168
169 | eff 6.250
170
171

MARGINAL

-1.000

MARGINAL

EPS

MARGINAL

MARGINAL

1.250

172 | ———- 42 VARIABLE b.L maker's revenue

173

UPPER

UPPER

MARGINAL

1.000

MARGINAL
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174 | eff 2.500
175
176
177 | ———- 42 VARIABLE c.L cost
178
179 | eff 1.250
180
181
182 | =———- 42 VARIABLE Util.L = 1.250 maker's utility
183
184 | ———- 42 PARAMETER db derivative of b
185
186 | eff 0.200
187
188
189 | ———- 42 PARAMETER w price
190
191 | eff 1.250

ZOMNTZ 7 ANEIRIRS 2, )T 7 ANV DRPEERIZIZ AT 7 AN DR Y PITE S HDETED
FEERbND, TDOHIZHD SOLVE SUMMARY (T, [** Optimal solution] DERAHDHILE
BT 2, (COFRPROE AL, L TFIZE DI HEA RSN TN T e L TR HA Rz
720 )JGAMS OfEDOH L EQUEBHIZHIFIRDT 7T v a O EEFK R 5H)E VAREBHIZ
REEBNAEZEB) O ERRT DO 2 FERDD, (ZLHIZ EQU 7 a7 NERREID, EQU 7 H
w7 @D MARGINAL DHNZ, ZNENDORDT T TV a P REINTND, I2E2 X, #ilH
rev (1) DT7 7V aFHOMHIE 1.000 Thod, (Fo, EDIHm#EbiE Th->Th, ARIBIEIC
FRESNTHFIR oby DTV IV aFHOMEIZSRIC 1 THIMLERLAR, KD VAR T Hv
(L IREE S (NAZE) ., BLOHE B g1 $ 5,

ZOETNOM, BEO, LIRSV TEHRSNZABOMEIL, Fik 1.1.2 OSEEET5(EE
2.2), EEORBEOME x. 1 (1) 1ZB1FD, A= —DRFULA db (1) 1X, V7 T4 —1i ORFEH
theta (1) IZZ LV, take-it-or-leave-it offer % 2 T, V7 TA ¥ —DBA—H —0b32 T BUAH Mk
w (1) DV ¢ (1) ITFELVEWOEME pe (1) ZRRL TODD T, ¥ 774 —Dz T Eres, L

123> T, ZOA—=T— DT RAL A He R R e RALR RE L PR A THRED 7R,
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# 2.20 WINPT IA Y — T VOB

B Tl T AR CORL IR
R LD S x (1) 6.250
A—T1—DUILA b (i) 2.500
A= —DE c (i) 1.250
fif(. 1 (1)) TRHIL7= b, D— P oiesg 9P (D) 0.200
A—T—DF MRS w (i) 1.250
A—H—D%N Util 1.250

2.1.3  IRFNY T I —DET L (PS2_F _inf.gms)

IENBY T TAY—DET VDA 774 (PS2_F_inf.gms)&x A TWIH, BEEL TiX
(2.1)-2.3) DI KL | = inf OFIZOWTHRETIZEV, 21DV T T4 —0=
VB a—H T ul TN, RV TIAY—DTu s T AVAN 2.1)D 2 @i EEFE 5T TR,
‘8ITHDIERT set TERL CWDFATHES 1 OEHRETinf ITEEHR D,

‘11 /TH® theta (i) D%, IERFEHVTIA ¥ —DRFEH L T THRIETH0. 3J10EE
25,

ZOETNLVOM, BEO, LUKV TEHRESNIEITE 2.3 OBV THD, LD 5 E O
x. 1 (D) IZBFDH, A—I—DRFULA db (1) DY TITAY—DRFEH theta (1) Ic—KTDZL
R, A= I — OB AR KL CERLEN -2 O RS EE IR AR KM chH L

REE. 2.1.2 THRHELZZEEFEIUTHAD,

# 2.3 RNRWP T T Y — BT N OEAEE

ZH Ty TaPCOERS Bl
O SR x (1) 2.778
A—F—DIN A b (1) 1.667
XMﬁ%@%fﬁ c (i) 0.833
fif(x.1 (1)) CRHIEL7- b, 0—REDfiesg P (1) 0.300
A—T1— DM w (i) 0.833
A= —D%NH Util 0.833

Contract Theory: A Programming-Model Approach Page 13
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2.1.4 WYV TIAY—EHELIET 7 —AMZLET L (PS2_F.gms)
CNETITHERL TE 2 DOET NVERIT, SR T T I —LIERF T I4 v —D 2 F

D BOWER p, TIAEL D WIREBLLDZA T THHINPA—T—ITeo> THHLNTHLHET

DIRULD FTERTEDT 7 —AMRADEGERKIZE 25, T 7205, BBE(2.1)-(2.3)LIZEFRTH

DETH DIAT DY TF54%—(i = eff,inf )IBIBH T L2 AHRIC L TRITIZ L,

max Util = Zpl.[b(xl.)— w,] (2.1)
subject to

b(xl, ) = xl.o'5 Vi (2.2

w, —0x, 2> ru Vi 2.3)

ATADY T FA Y —DEATRIFT VLT H BERQ DD RR> T D, Z2TIRIFAT T ORISR
D; CNELIZ A= — DM E R RIE T 2E512785TD, Fo, ZRETOET VT, take-it-or-
leave-it offer % SEBANICIREL T W, % ¢, (x, )\ & #x CRIBA M BLL T2, 2 TIRZED L
IRZERMERFICEDEEY T TAY — i ~DOSHLNNMIE w, 2 D, 7eds, SR w, 254
T — O Ox, LR ru OFnk LS AT RENE B 2 T ORI EDEA LR RO
BCEELRD), (2.3) TIEAESFEH WD,

AL a—F T s T 5 LT HIEOLOE RS 8 A TSI SRR 2.3), 8/TH T, #17%
HTIRAFOEA 1 OBEHREL TRV TTA Vv —etft LINFEHNY T I —inf O HEA
N5, 11-16 1TH T, ZNENDEAT DYV T T4 —DR{ E M theta (1) DEE, 7T —n
BEH) ef £ HOHVNIFEZIRE inf THOMER p (1) ZET D, 17 17H TREZIM ru 2525,
ZOMEET AT, FEEICRD S TERICREL TWDA, MEITIGE T, BrliSh o 47 5 E %
52 2HZLNTED, (HTHEDET L ThHIFE, )

20-25 17 H Tld, ZORKIREORELE L ZERT D, BIHLITEST, B c (1) TR A

—H—DTINMIHE w (i) ZREEIET D, 26-29 1T HIL. HAIBEEEHIFHIROLRIZERL T
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%o 32-34 1T H M RALRTEZHE R 95 B DMK TH D, 32 17H BB oby THD, A—
H—O%A Util X BT I —DOELRENDHELNDFIE (0 (1) & w (i) DEFDIT, ZEN
YT TAY =LY TITAT =BT DR p (1) 2T TERELILLOTHD, 33 7THIT, £
NENDOYTTAY —=LDOW AR b (1) DEFRN rev (i) THY, APETHIRLI2 Ea—X -
EF VLRI D, = X, &0ET S, 34 1T HIE. BMHKISRME pe (1) ThD, FER(2)E, 7o
JI LR TlEI=g=127, 4041 TTHTIFET VA EEREL T A—D—OHFZH vtil 2K

(LT BINTET N EMRLZEE R RL TV,

YRR 2.830 WY T T —&MELIZT 7 —AMANET LD AT 774V (PS2_F.gms)

7| * Definition of Set

8| Set i type of supplier /eff, inf/;

10| * Definition of Parameters
11 | Parameter

12 theta (1) efficiency /eff 0.2
13 inf 0.3/
14 p (1) probability of type

15 /eff 0.2
16 inf 0.8/;
17 | Scalar ru reservation utility /0/;

18

19| * Definition of Primal/Dual Variables
20 | Positive Variable

21 x (1) quality

22 b (1) maker's revenue

23 w(1) price;

24 | Variable

25 Util maker’s utility;

26 | Equation

27 obj supplier's profit function
28 rev (i) maker's revenue function
29 pc (1) participation constraint;
30

31| * Specification of Equations

32 | obj.. Util =e= sum(i, p(i)*(b(i)-w(i)));

33 | rev(i)..b(i) =e= x(i)**(0.5);

34 | pc(i).. w(i)-theta(i)*x (i) =e= ru;

35

Contract Theory: A Programming-Model Approach Page 15
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36 | * Setting Lower Bounds on Variables to Avoid Division by Zero
37| x.1o(1)=0.0001;;

38
39 | * Defining and Solving the Model

40 | Model FB1 /all/;

41 | Solve FBl maximizing Util using NLP;
42
43 | * End of Model

LLERANTZ 7 AN ThHD, FWT, 2O 7740 (PS2 F.1st) &t T5(UAN 2.4), 7,
EQU D7y 7 T, #ilfIX pc (1) DTF TV aF#5(128-133 17 H D MARGINAL fH)7A3, Zh=i
Y7 I —ef £, HFNRBTTTA¥—inf LHIZ, BrTIIRVOT, ZORKINHAR THLIEMN
G35, TR HEIRITE S THRALL TRYR—I—nbY T T4 — i ~O ANk w, ez
NOHM Ox, ITHEIZHE L), LI > THT T4 Y — O MK HEN L uThH(EMEICIZ R R 20 H
IKHEC—B T D)L 0D, VAR 70y 7 TlE IREZEBTHDME = (1) i w (1) . A—F—D

IRA b (i), BEOA—=I—D%H Util ORI TND,

YRR 2,40 WY T TAY —&ELIZT 77— AN BT VO )7 7 AR (Ps2_F.1st)

74 S OL VE SUMMARY

75

76 MODEL FB1 OBJECTIVE Util

77 TYPE NLP DIRECTION MAXIMIZE

78 SOLVER CONOPT FROM LINE 41

79

80 [ **** SOLVER STATUS 1 NORMAL COMPLETION

81 | **** MODEL STATUS 2 LOCALLY OPTIMAL

82 | **** OBJECTIVE VALUE 0.9167

115 LOWER LEVEL UPPER MARGINAL
116

117 | =--- EQU obj . . . 1.000
118

119 obj supplier's profit function

120

121 [ ---- EQU rev maker's revenue function

122

123 LOWER LEVEL UPPER MARGINAL

Contract Theory: A Programming-Model Approach Page 16
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124
125 | eff . . . 0.200
126 | inf . . . 0.800
127
128 | ---- EQU pc participation constraint
129

130 LOWER LEVEL UPPER MARGINAL

131
132 | eff . . . -0.200
133 | inf . . . -0.800
134
135 ---- VAR x quality
136

137 LOWER LEVEL UPPER MARGINAL

138
139 [ eff 1.0000E-7 6.250
140 | inf 1.0000E-7 2.778 +INF EPS
141
142 | -=——- VAR b maker's revenue
143

144 LOWER LEVEL UPPER MARGINAL

145
146 | eff . 2.500 +INF
147 | inf . 1.667 +INF
148
149 | ---- VAR w price
150

151 LOWER LEVEL UPPER MARGINAL

152
153 | eff . 1.250 +INF
154 | inf . 0.833 +INF
155

156 LOWER LEVEL UPPER

157
158 | ---- VAR Util —-INF 0.917

+INF 2.0951E-9

MARGINAL

ZOFTNOMRESR 2.4 (ZEEDT, A= —OFALIIMIE OfED . Bi

HTHHRI T T —L

HERNREG 7T A —DEE R 2\ ZET ML L& Ofif(FE 2.2-2.3)E— &KL T3,

Contract Theory: A Programming-Model Approach
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#& 2.41 WY TFIAY —E A LT 7 — AR A BT )L OB R

EH A=A SN RGOV T4 YT I —DEAT Bfie it

H A DA x (1) A (ef £) 6.250
2R (int) 2.778

A—J1—DILA b (1) A (ef £) 2.500
2R (int) 1.667

A= —D I Mk w (1) A (ef £) 1.250
2R (int) 0.833

A—T1— D% Util 0.917

2.1.5 WY TIAY—EHELIZEAIUR_ARET L (PS2_S.gms)

AR DO BN R RARN BT ML, A==, BT T4 —DFAT Tipbb, 7 T7A4%
—ORRPET DS EE ORI 6, 250720 FEEIT, FEOME X, &V T T4 — IS X
W, 2B LI EEDL D THD, NENY 7T — 0 RAEHEZEEZOLOIVRHETLHZL
T RDLBLIEFENT T T4 —DIRVEZL O ZDEBORIE G Tl RIZS A b A Al
HEEREOE OB O EZRABIZANDATREENRDH D, A= — 13T NEHTDIT, ZAT %4>
THELTHMITRb2R2 W SRR WL H K —2 o DI I B B L TRIERAEE 2 D280,

TAURARZR TV, FE 1.1.4 OME(p NIZTOEEND, ZIUL, A 2.1.4 D77 —AR
ZRORE2.1), (2.2), @3N, FHRFSLHKIN (2. DZ T HIETIEDZENTED, 7283, 77— A
FRZRET VT 2.1.2 R 2.1.8 DI FINY T T4 —DFET IVEEFN T T I4 v —DFT
NWER|ZNEDZEMTEDLD, B W RARAR BT VLMY T T4 Y — & A& LTI2ET L Clid il
B, ZUE BRI ANZHEIKIC, T OV T T4 —OWE x (1) EA=A—D3H w (i) %,
REEBEL TANRITIULRER20NE THD,

B RARARET VT T DY) Th D,

max Util = Zpl.[b(xl.)— w] (2.1)
subject to

b(xl, ) = xl.o'5 Vi (2.2

w —0x, 2 ru Vi 2.3)
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W, =0x;, 2w, —0x, Vi# | (2.4)

O, DIRR B R EFF X AT T OV T T4 Y —12Eo T, QADIENTHLDXA T HIEEIZRE L2
XICHRS A W, LG X, HHELNEHATHY, 20T, BHOEAT % j(#i) LT
HE LIz L SITHOR SO fiRS w, LA0E X, D ORDIDA ThD, 20 HIL%E FRLRNEIITY
HIET, BODHATHIEEIZRESELIENTED, UAR 2.5 TlE #AT DL EE I LRILEWT
JHHWDDIZ, 94TH T Alias R T2E-ST, § 2% i OR4(alias) THY, AHHIZHND E
EEHELTND,

ZOEAT 1 OV TIAY—INHLDEATIZONWTIZAT § ThHDHIERETHZEEB) A
SRR DDAFR ic (1, 9) 13 30 1T H TERSIL, TOHIFIE AL 36 17 H TitikEns, £25

T, i =effinf IEoVTT ST ATORIKI ic (i, §) IS T 2L DONEEEX FLTHRDHE,

Wer — eeiff Xeff Z Wiy = eeiff Xing (2.42)
Wer — eeiff Xef Z Wer = geff Xegr (2.4b)
Wi — Hinfxinf Z Wy — ginfngf (2.4¢)
Wing — einf Xing Z Wiy ~ einf Xinf (2.4d)

D 4 KOHIKIZHRL THDIENR DD, Thbb, 207077 AR ofilRIE, Ak 2 KL
HFIRQ.DICH AT, (2.4D)(2.4DD 2 KDOTLERHIKAEZ AL TND, LNLRDBL, Zhb 2 K
DILEREIFIRIT, — AL TI<IChNDINAT LD ELEDMFT S D TH DN IS 5 TN TS
HAZRbDTHD, LIZ3> T RO TOSRBEICAE RZ2E NI, 107 07T AOMOFR 313, W

YT I — %A LRI D 7 77— AMZRET /U(PS2_F.gms)EAE OB,

10 HLZDILESPRUTIRDDOTHIIE, 7 rr T Lh oKz,

ic(i,3)$(ord(i) ne ord(j))..w(i)-theta(i)*x (i) =g= w(j)-theta(i)*x(j);

EEEWZ T, ZZTls (L) HEFEIMNE ST I—FETHY, Tord (1) HIRZT 1 25 TNANE

FEINTZHEEOFTHF B IZENDOD, ZONEFEEEZTEETHY, ne 1T # OEMTHD,
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UAK 2.5: B RARARET LD NS 774V (PS2_S.gms)

:10-34

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

* Definition of Set
Set i type of supplier /eff, inf/;
Alias (i,73);

* Definition of Parameters
Parameter
theta (1) efficiency /eff 0.2
inf 0.3/
p (1) probability of type
/eff 0.2
inf 0.8/;
Scalar ru reservation utility /0/;
* Definition of Primal/Dual Variables
Positive Variable
x (1) quality
b (1) maker's revenue
w(il) price;
Variable
Util maker's utility;
Equation
obj maker’s utility function
rev (i) maker's revenue function
pc (i) participation constraint
ic(i,73) incentive compatibility constraint;
* Specification of Equations
obj.. Util =e= sum(i, p(1)*(b(1)-w(i)));
rev(i)..b(i) =e= x(1)**(0.5);
pc(i).. w(i)-theta(i)*x (i) =g= ru;
ic(i,j)..w(i)-theta(i)*x (i) =g= w(j)-theta(i)*x(j);
* Setting Lower Bounds on Variables to Avoid Division by Zero
x.1lo(1)=0.0001;;

* Defining and Solving the Model
Model SB1 /all/;
Solve SBl maximizing Util using NLP;

* End of Model

ZDANNT 7 ANE AT EZ RO R, VAR 2.6 ITRENTWS,
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UAR2.60 UL RRARETADIH 7 7 A (PS2_5. 1st)
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123 | ———- EQU rev maker's revenue function

124

125 LOWER LEVEL UPPER MARGINAL

126

127 | eff . . . 0.200
128 | inf . . . 0.800

129
130 [ ---- EQU pc participation constraint
131

132 LOWER LEVEL UPPER MARGINAL

133
134 | eff . 0.237 +INF

135 | inf . . +INF -1.000

136

137 | -——-- EQU ic 1incentive compatibility constraint

138

139 LOWER LEVEL UPPER MARGINAL

140

141 [ eff.inf . +INF -0.200

142 | inf.eff . 0.388 +INF
143
144 [ ---- VAR x quality
145

146 LOWER LEVEL UPPER MARGINAL

147

148 | eff 1.0000E-7 6.250 +INF 6.7551E-8

149 | inf 1.0000E-7 2.367 +INF
150
151 | -=——- VAR b maker's revenue
152

153 LOWER LEVEL UPPER MARGINAL

154
155 | eff . 2.500 +INF
156 | inf . 1.538 +INF
157
158 [ ---- VAR w price
159

160 LOWER LEVEL UPPER MARGINAL

161
162 | eff . 1.487 +INF
163 | inf . 0.710 +INF
164
165 LOWER LEVEL
166
167 | -—--- VAR Util -INF 0.865

MARGINAL
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Page 21



GRIPS Policy Research Center Discussion Paper : 10-34

H. Hashimoto, K. Hamada, & N. Hosoe

2.1.6 77 —ARIARET NEEHRRARE T ILVOMFED LI

T —ANRARNEE I KRR AR R U725 2.5 OFERITIROIDTEED LI, FHE 1.1.4 OfFEGE
BETHILITINETERETHD, 7205, FFRMNLHIFIT, 2R 7 I —eff (TONT
PR HENTHLCORIIOTT T P aFTHBERTRY), T7bb, AbOXA T Elhol-bExl,
EEICHELEEXOMTEER L2 S> TS, A= —X, ROV T T4 Y —IBBOREESHE

IRNIINCFDIDNE JFBROHS P D7 0 /o b EEHA~T, K@M w,, 2 T2 LR EL
TebDIZEIR T D, TO—J5T, (AU, THRAY) LB E LI O~OTRlif w,, Z51& RIF 572
FTHEL ROV T T =D GHEHRL VIR RERDTEDLD T, wyy O w, AR DR LAY

{46 W, / W,y 2315 EFBEID), KOs w,

L 2 IR ) LIS L2 OITHR LTS,
Tiebb | BT T4 —~OSIAMIAE w (1) (X, BEHRARARNTIE, 77— AMANIE AR 2051
YT I —eff THIML, HERNLNY T T4 —inf THDTD, ZORR, DIEHT 7717 —I1C
X, 2 pe (1) OHEBDOEFA(AT 7, slack)0.23T—iUFVAR 2.6 D 134 1TH, EQU 71y
TZHD pc (Neff”) D LEVEL fHE LOWER HOZEEL TRENDLI—ITFHELWEHRL M FEAEL TV
%, WBIEDET NV CIXBRAZEaLfUEL TWDD T IFRL VIR R 7T — DAL

2%,

11 EQU 7' 1y 7 LOWER, LEVEL, UPPER [HZNE NI ZRL TODIZ DWW TIE McCarl(2009, % 2.4.5.2
)M, 728, Solve B DEIDOEZTHLIV)IZIoption solslack=1; |EWWI)IA T varzitah L CE<E,

A7 740D EQU 7 uw7iZi%, LEVEL OfHYIT SLACK NFDEEH H1En5,
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# 2.50 T7—AMIZALEFT L ETH RN ET ILOIREO L

K- K9 TasILaRTOD B TITAY—DEA  EhURRAR T p—AMIAb-
B va EFILORE 5L OfiE*
HSOSE x (1) ZhER (e ££) 6.250 6.250
FEShEA(inE) 2.367 2.778
A—T1—DILA b (1) M) (e ££) 2.500 2.500
FEShEA(inE) 1.538 1.667
A—=T— DK w(i) N (e f£) 1.487 1.250
[AYfiiy:S FEBhFEAI(int) 0.710 0.833
A—T—D%h Util 0.865 0.917
Y7IA4Y =% pc.l(i) NN (e f£) 0.237 0.000
MEEHL N ~pe.lo(d) H5h=HI(inf) 0.000 0.000
HRMELHFK D ic(”eff”,”inf”) —-0.200 -
SrS Y ade e RIINIER R E D
ic (”inf”,”eff”) 0.000 _

HRN =R D3R HRAI A% D

ZMEFIDZ75  pec.m(d) ZhaR (e ££) 0.000 —0.200
NS 4 FEZNFEH)(inf) —-0.100 —0.800

D 77— ARRAR BT VOEEMRO L, £ 2.4 IORLIELOLFEILHDTH S,

— 75 BRI 7T A —ZiE, FR I SLHFI DA 2 Tl W ERE S TR ZENB DL LD

L EBORELTHE AN, BBDOXAT 2 ADFHRITIR, ZOREE, RN
YT IAY —DSIHFIDAANTIRD TN TOFRL S MIA—T—IZRD BTN TLES T, 55
AR R A A EC T B L ESN COND)IETICEE ED, 728, 77— ARRANIEBNT
X, W7 I —IZOWTHLDIA BT DI BITA— I —IZBRBIT RFENS I TS IE )
VY NIRAERTT, EHL0SNHIIb A ThoT,

P x (1) 1ZDWTE, BRI 7 T4 v —eff OBDVRRAMEIL, 77— ANAMRRIZZEL,
ZIUSKIL T, R T TA Y —inf OBIURRAMREL, ECTHERLIEIIC, RN 7 T4

— D B ESERVIIICIER RN T T T4 — Tt DR i 2 5 & T =7oic, 77
—AMRAMBIZ H /N 2D, Fio, A= — O util 1, 77— AMAMNIEL AT, &0

YRANANTIERAD T 5, ZOWAE, RIY T T A v — 03B IR K 2 LRI 2 RIK A G L
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YRELT 0.237 12 LIDNT/R o722 bl IRV T T A ¥ —~ DI 2ME F L Tl E 2N IE
hEHN I T2 ZE(EOBAERE T X, 25 0.411 2R FLID) D720 ThD,
2.1.7 77— AMIAREE AL RARANERIFHCES (PS2_F&S.gms)

INETIE 2 DD AN T 7 ANVEIERL, ZNENDH TT7—ARZRET/L(PS2_F.gms)kt
T RARARET U(PS2_S. gms) & Bl & \ZARN TNz, B35 % HLlR 32 & ZAUH O8N 35 K 1 37 i
¥ ic(i, ) DEEOLTHD, 2T, 1 DOF T TLORT, Zhb 2 SOREA R AE T 1
75 DEREITHOAN 2.7), 702 T80 39 1TH ETIHEALRAZL T VUAR 2.5)EE-7-<[A
U Cdd, 42 1TH T obj, rev (i), pc (i) ® 3 SOHIKIN(A B E LD EbObLE T, LT
U S VDT 7— AR AR ET V% FB2 E4FHT, Zivx: 43 1TH T Util &R AKX{ET559
IZLTCW%, 45 1TH TIL, obj, rev (i), pc (i) BLO. ic(i,3) D 4 SOHIFIEDNOHERS D
TAURARANET VE SB2 AT, 2k 46 1T H THRAERBEEL THRIIOIZL THD,

ZOET ML T uZ 7080 ETHEETLIRERIT, 2 Rdd, TNETOT T T LTI,
Model /R CET NAEERTDIBEIIT. (FOITIVBEIOIT O ERLIZT X TORlFKINE A
TETNEWK T HIEEEZTNZDT,

Model ETIL% /all/;

LR LT, UL, IDZF#RIC, FOFIFRE W TET VAL T A0 ERIRTHILE TED,
ZFDORRIZIL,

Model ETI4 /EI=1, Hg=K2, ./

VI BT MZE L RERIRNE (@~ TR OFIET D, 72720 filRUTIRA T D0

TWTh, ZZTIHRIRAFEDITRY,

Contract Theory: A Programming-Model Approach Page 24



GRIPS Policy Research Center Discussion Paper : 10-34

H. Hashimoto, K. Hamada, & N. Hosoe

VAR 270 77 —AMRZALETFINEEH UV RRRANEFT A EZRIFICHEAN T T 7 AL

(Ps2_F&S.gms)

7| * Definition of Set

8 | Set i type of supplier /eff, inf/;
9 Alias (i,73);
10 | * Definition of Parameters
11 | Parameter

12 theta (1) efficiency /eff 0.2
13 inf 0.3/
14 p (i) probability of type

15 /eff 0.2
16 inf 0.8/;
17 | Scalar ru reservation utility /0/;
18

19| * Definition of Primal/Dual Variables
20 | Positive Variable

21 x (1) quality

22 b (1) maker's revenue

23 w (i) price;

24 | Variable

25 Util maker's utility;

26 | Equation

27 obj maker’s utility function

28 rev (i) maker's revenue function

29 pc (i) participation constraint

30 ic(i,3) incentive compatibility constraint;
31

32 | * Specification of Equations

33 | obj.. Util =e= sum(i, p(i)*(b(i)-w(i)));

34 [ rev(i)..b(1i) =e= x(1)**(0.5);

35 pc(i).. w(i)-theta(i)*x(i) =g= ru;

36 [ ic(i,J)..w(i)-theta(i)*x (i) =g= w(j)-theta(i)*x(]j);
37

38 | * Setting Lower Bounds on Variables to Avoid Division by Zero
39 | x.1o(1)=0.0001;;

40
41 | * Defining and Solving the Model

42 | Model FB1 /obj,rev,pc/;

43 | Solve FBl maximizing Util using NLP;
44
45 [ Model SB1 /obj,rev,pc,ic/;

46 | Solve SB1l maximizing Util using NLP;
47
48 [ * End of Model
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WEOEDIE, 1T DDA T7ANDHFTHEED solve MmhEESILTHEDET NVEMIZEN
TE, ZDLE, BT 7AMITIT Solve i H DIEFIEVICFCEIZIT O SOLVE SUMMARY 23 H /IS
NHZETHD, ZOETNDOH )7 7AW (PS2_S.1st) T, FHEND SOLVE SUMMARY D'FHH
\ZET V481 ATHIZ FBL, 197 1T HIZ SBL)DVRENDUAL 2.8), ZIHDfEN, 77— AR AR
ETUPS2_F.gns)EH U RARARET/U(PS2_S. gms) &Rl % (TR RE R (R 2.5)E—89 52

ELIERR TEHTHAD,

UAR 2.8 77 —ARRAR BT ILERV DR ARALE T )L % [A B 2RO T2 517 7 A v (308E)

(Ps2_F&s.1lst)

79 S OLVE SUMMARY

80

81 MODEL FB1 OBJECTIVE Util

82 TYPE NLP DIRECTION MAXIMIZE
83 SOLVER CONOPT FROM LINE 43

84

85 | **** SOLVER STATUS 1 NORMAL COMPLETION

86 | **** MODEL STATUS 2 LOCALLY OPTIMAL

87 | **** OBJECTIVE VALUE 0.9167

195 S OLVE SUMMARY

196

197 MODEL SB1 OBJECTIVE Util

198 TYPE NLP DIRECTION MAXIMIZE
199 SOLVER CONOPT FROM LINE 46

200

201 | **** SOLVER STATUS 1 NORMAL COMPLETION

202 | **** MODEL STATUS 2 LOCALLY OPTIMAL

203 | ****x OBJECTIVE VALUE 0.8654

2.2 SHEAT ET )L

2.2.1 ETFTINOWEL 2 X AT T )LEOFEE A
BIETCIE, U 11161 S FRZEO R e, IR EIEGIRD 2 AT T VE{EoT,

ZHUTHLU T, S IR 1.31 00T XA 7 DBEERE DO — A DIGHEL T, 34470, 1, 2 TH
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D NSWEFTHDIEEZ RN L DT NV ElED,

2 ZATETNWEN ZAT T NDMT, RECERSTLDDIE, BAVRRARET VBT D
BRI HFITHD, 2 XA T T VT, ef £ Y inf LADHIEE, inf S eff LADHIED 2 O
ZRIET DR EZREITT X TOL AL MM CE2n, A7 N HOGE1E, FERICTHR 2720
Thbb, £ T T4 Y=o THRUNDETOY T I Y —LDOMA GO EEZDLE, £IT
(N —1)N AOFHRTE T HF N MBS, 12213, 3 447 ThiUT 6 ATHLA, 10 447 Th
T 90 RIZHDIFED,

ZO TR 720 1T ek b U 72 i I T 371 A B ) S (S 72 L 3R O R 1R 1T SZ AU HO) L RE A TN 2,
2 AT T NTEHL, ZOHKIZRLIZb DN GHER 1.1.4 ORBE(p ) THD, ZHITHL T,
B 1.3 CIL, iBINA725/F(Spence-Mirrlees DM —2 &M LIT SCP)ZREL T, KIgn)7ei5 K
W NE AR Z . KO B S —Z A SR AT 4 (72 R T B 3 IR ] S AL & 50— (B & 4 2 C
MREZ S HLL CTREV TS, (SCP 122N TIE, B WV RRAMN BT LD LZATRELLHIA 5, )2
ILTHESLN =L DM, HiE 1.3.2 OFE(P, ) ThD, SHIZZOJRPTHISRMAS | ff 0 BLFRMEE fOE 3
HTEIZED AR 2 ATHRS D RFTINSRIEDIH D 1 KDHEZZDHZETHE L, ZAUTHEW, K
ORIFEP', ) TiE, EFVERIRIMN)Z /L TR BT N BRRIEA - 2L 2R e V) ks
B> TW%, AFR CIEE T ZOM B LI fBEZ R LT 2,

THOLTAFREDFHRITHEN, 2.2.2 TY 7—AMIAR e RARE T (2 CIEF R i S HIFI AN F
WOT, SCP CHFRMIX IR ZEo7-1% T, 2.2.3 TIEEDT 7—AMRAR-ET L& FEIZ, SCP
EHFMES NI T HEL T, RFTSIF R S7o B I RARAR T VA ROT, 2.2.4 TIERICET
JVC, SRR G 2 RIE ST IS @8 S X I D% RS | WH S [F — D& 52 L7 T, SCP 23
AL L TORWNET LR BFRME A AL L TORWE T UL, IRETDET L OILEDEZATHHAT 5,

¥, G 1.1 & 1.3 O TRIERBICHBDERP R > TN R0 DD, AFTIEGHE 1.1 ©
KBUGEOHLDLLTWDHDT, i 1.3 & 2 DO R TRENRRD, & 11T FRE LOBNTHD,

FHiE 1.3 Tl RAE AT S 5/3F A2 0. OX AT (BT 2IE/F S0 I FOHFRRE
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NEERNRIIR Y T I — LV LI E D> TWAER 2.1), LINLARE Tl —EBLUTHE 1.1 120
WV ZAT 0 DIEROIIFRIITHHET D, ZOFERNL DO THEE 1.8 OFLl & Bt A2 D002

WY, EHEFER T2, 2 2 ITEMEKOREL LOENTHL, FHE 1.3 Tk, B B
HFRZE BAR S RV T I —DRA U %AV TEBL 2 L-FE(P)E RV CHERL T
Bo LML ARCIRINETEDIC, D p,[b(x,)—w ]ERmAIEL, BIFI R TR ETEY X, LW,

DREARRELTREIR T D,

2.2.2 Ty —ANZLET L (PS3 F.gms)

3HAT DT 7 —ANRARET UL, Aff 2.1.4 D 2 XA T DT 7—ANAR £ T )L A B HLIE
TRV AR 2.9), 84TH T 3 DDXATHEFRL TVD A, 12-14 1TH T theta (1) X170
D EcH BRI BRAE MR DI ER R EL TND, ZDIED, TT VDA 42 1TH

T(FB1 TIIAFB2 LU AR E > TN D,

UAK 2.9: 8 44T DT 7—ANRANET LDIZDDANS) 774V (PS3_F.gms)

7| * Definition of Set

8 | Set i type of supplier /0,1,2/;
9| Alias (i,3):
10 | * Definition of Parameters
11 | Parameter

12 theta (1) efficiency /0 0.1
13 1 .2
14 2 0.3/
15 p (i) probability of type

16 /0 0.2
17 1 0.5
18 2 0.3/;
19| Scalar ru reservation utility /0/;
20

21 | * Definition of Primal/Dual Variables
22 | Positive Variable

23 x (1) quality
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24 b (1) maker's revenue
25 w (i) price;
26 | Variable
27 Util maker's utility;
28 | Equation
29 obj maker’s utility function
30 rev (i) maker's revenue function
31 pc (i) participation constraint
32
33| * Specification of Equations
34 | obj.. Util =e= sum(i, p(i)*(b(i)-w(i)));
35 rev(i)..b(i) =e= x(1)**(0.5);
36 [pc(i).. w(i)-theta(i)*x (i) =g= ru;
37
38 | * Setting Lower Bounds on Variables to Avoid Division by Zero
39 [ x.1lo(1)=0.0001;;
40
41 | * Defining and Solving the Model
42 | Model FB2 /all/;
43 | Solve FB2 maximizing Util using NLP;
44
45 [ * End of Model
2.2.3  RFTFERENLEE W'D R AR-ET L (PS3_S. gms)

FATH 2 HOET DG 3 HDET MAHERS DI E THEMET2 2 ORI K i LK%

SCP OEZ AT, IV HRRFTRI R ES AT B2 ELIZL T, 7 VA

ETELZEITEITRARTZE BV ThHD, KD EI LR RARETIVEFIAD T 7— AN AR E T /L

LDiE

WL RATHYEE IR L HIFI 23N> TnD 1 OB TH D,

JRFTHISAE DFEMZRF I ADHINC, LR TlE. N A7 - BT VO K M il K2 — ke

(ZHR

AT HZECT D, —RIAATINALDIAT ZEDINTEINTIEEZDE, £ 2.6 DHEWVIKE

LIRWVKEDER Sy~ TUTDOUWTATREMED D D T, KIAIFHE R il K235 2 22T 1T b7auy,
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Discussion Paper : 10-34

KT L5407
0 i1 i . N-1
0 U(‘go | 90) U(QH | 90) U(‘gl | 90) U(‘gm | 90) U(QN—I | 90)
ol ve,19.)
E ! U(90 | 6’,) U(ai—l |01) U(gz |01) U(0i+1 |01) U(QN—I |9i)
mo i+l U(6.16.,)
N -1 U(ei.lnezvfl)

ZDEE FATNZIEEIZHODOXA T2 HES T DFRMETEAT I NI4T j ThhHEREL

rLxoMmEU(G,]6,)LL0,
u616)=u,16) v

L%, FET & KRISAFE IR LK1
u16)2(8,16,)
u916)=u416,)

u6,16,)>u(6,16)

u(e,16)=u(0.16)
U(0,160)2U(6,10,) G=r=Lrikamzeserd

u6,16)=0(6.,16)

u(6,16)20(0,.,16)

EIRBD NI 2 <72 %,

Z 2T BRI —ED R EE B W TZOFER ML HF 2R T DB 25, BRI,

SCP Ziil= 3 BB aE 2D, (2720, "I A—2 O T DINAF ST 033 1.8.2 EARGLOM TR
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XHI7g > TNDD T, u, 78 O, DRI AR CoHHILENZDFMThD, V2 OEAERE T, ¥
FI4v—i oAU, =w, +u(x,,0,) 2t 5% u lIco» T, u(x,,6,)=-6x, LHEib LT
WHDT, Btk u @ x, BT —FEIRY u 1% 6, 1R L TR S B T o T D, LTS o T
K BIARCERUICZEDOEET SCP #ili/-L CWH0O T, K&V, RFTFHR

W SR 2 A > CRIBEZ i BAL 35 28 T&E D,

OHE 1.8.2 T, ZOKIBINSKMAEEST2E IR RAR BT L%, 2 DO 8 CRIELL7Z E T
AN TOD, 5 1 134 1.3.2 O, ) THY, LICD & LICU Ofi fOiilf% E<H D TH
%, T2, £ 2.6 (2B 2 RATHI SRR ),

ue160)=>u(6.,16) Vi (LICU)
u6.16)=U(0,,16) Vi (LICD)
P ERTbOTHD, 13
82 1%, JHik 1.3.2 OfEE(P',)THY . LICD & LICU D350 1 2OV EL T, fhE X, DfiF

D HFRMED Z (M) |

ZESHDTHD, ULICD ZfllZlDE, ZiUTE I T IAY =D RED R TTS 1 DHDLFATT
o> THETLIOZNSRFIZITZRT LI D THD, SHICFREEHITIE, HFTPERIK % 5

B CTRIBEZ RN, BT BRR PR A 72 L CWD 2 &R 3281280, BFEME# (My)

12 Fbh, Vre X, V6,0'e @ikl > 0= u (x,0)<u,(x,0)nmor 54,

18 37 A—4 O IZRITDIERFST 3R 1.3.2 EAR L ORI TRAHIR>TNBD T, KEIHRMRIAT T
PoTHIES BN OFIEO 4 LICU Ticstna U6, |6) . i U0, | 0) icmsszs
NTCVBBAERNCRLL D THS, LICD IZOWTh R TH S,

4 52— Q1T TAIEFE ST BRI > TWAD T, REEORENERE 1.8.2 OFLLWTR>TND

DAZFINITTHIEDRN,

Contract Theory: A Programming-Model Approach Page 31



GRIPS Policy Research Center Discussion Paper : 10-34

H. Hashimoto, K. Hamada, & N. Hosoe

RS HZ LA IR YL T0D, I HFRMED M-S TR N EE X, LICD O1EA>, B EHIK
7> LICU 22OV DA T & A TUHRIT IR e b7, BRI W TR, i 1.3.2 OIRGE 1.4
2B T, 2.8.2 TRELLFH T 5,

LURN CIESERBRIC, AT CIRRLIE 7 7 —AMRAR BT A FEICL T, JATHISSE LICD %5573,
HEPEMNZSNLTZTE TR R ARAS BT NV EffE | £ OBITINZOHFRMEE 2L TWD %

R4 5(Ps3_s.gms),

max Uil =3 p, [b(x,)-w] 2.1)
subject to

b(x,)=x" Vi (2.2)

w,—0x,2ru Vi (2.3)

w,—0x,2w,—6x, Vi (2.5)

7B, FEERORIECP ) TiX. ZIHKQ.3) Z Kb IR LY 7 I, v —(RFOERTLTIZi=2)
DINZDOWTIRLTODDS, AR TIXRTED 7 7 —ARRAR T L EERRICT R COY 7T A Y —IT
DNTINEMT VAR 2.10 @ 37 1TH), bHAA, GHER T LEBY, i =2 PSMNI DN TIZ O
FIRUTEN THL0E | PP TeIBZ ULV, — | 2.1.6 Tht=IolZ, ZofKAD ATy 2
(FEDEAD D) RHZETHEY T T — N EDLIE ML v MR 3228 T& 5, LICD(2.5)1%,
ANZ7 740D 38 4THIZBIND, BT T4 —1i DA T 1 DBhFEED L THHIERZT 1 DIEEFT

X1 DBV T I —2ET IR TFIL, 7Tar I CIREREY i+1 ST Ui,

UAK 2.10: 3 #ATDEHRARARET /L (PS3_S.gms)

7| * Definition of Set

8| Set i type of supplier /0,1,2/;
9 (Alias (i,3):

10 [ * Definition of Parameters

11 | Parameter
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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

Theta (1) efficiency /0 0.1
1 0.2
2 0.3/
p (i) probability of type
/0 0.2
1 0.5
2 0.3/;
Scalar ru reservation utility /0/;

* Definition of Primal/Dual Variables
Positive Variable

x (1) quality
b (1) maker's revenue
w (i) price;
Variable
Util maker's utility;
Equation
obj maker’s utility function
rev (i) maker's revenue function
pc(i) participation constraint
licd (1) incentive compatibility constraint;

* Specification of Equations

obj.. Util =e= sum(i, p(i)*(b(i)-w(i)));

rev(i)..b(i) =e= x(i)**(0.5);

pc(i).. w(i)-theta(i)*x (i) =g= ru;

licd (i) ..w(i)-theta(i)*x (i) =g= w(i+l)-theta (i) *x(i+1);

* Setting Lower Bounds on Variables to Avoid Division by Zero
x.lo(1)=0.0001;;

* Defining and Solving the Model
Model SB3 /all/;

Solve SB3 maximizing Util using NLP;

* End of Model

ZOFERIT VAR 211 IR TH D774 DEBYTHD,

UYAN2.11: 3 AT DEHRARANET VDM I 7 7 AV (HHFE) (PS3_S.1st)

125
126
127

-——— EQU rev maker's revenue function

LOWER LEVEL UPPER MARGINAL
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128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175

0 . . . 0.200
1 . . . 0.500
0.300

--—- EQU pc participation constraint

LOWER LEVEL UPPER MARGINAL
0 . 0.522 +INF
1 . 0.088 +INF
+INF -1.000

-—-—- EQU licd incentive compatibility constraint

LOWER LEVEL UPPER MARGINAL
0 . . +INF -0.200
1 . . +INF -0.700
+INF

---- VAR x quality

LOWER LEVEL UPPER MARGINAL
0 1.0000E-7 25.000 +INF 5.7724E-8
1 1.0000E-7 4.340 +INF EPS
2 1.0000E-7 0.879 +INF EPS

--—— VAR b maker's revenue

LOWER LEVEL UPPER MARGINAL
0 . 5.000 +INF
1 . 2.083 +INF
0.937 +INF

---- VAR w price

LOWER LEVEL UPPER MARGINAL
0 . 3.022 +INF
1 . 0.956 +INF
0.264 +INF
LOWER LEVEL UPPER MARGINAL
---— VAR Util —-INF l1.161 +INF
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2.2.4 Ty —ARIALET NNEEHRRARET VOO L

2 BAT T NOFEFRITONT 2.1.6 THELIZEEERERIZ, 77— AMAMEL L TR
NAMEIRE DINTEAL LT, GHiE 1.3.2 OFBNCROLARROMETT 5K 2.7), 7ok, JLlcbil
RIZINCZDOEH R ARARET UL SCP #ili7-L CWHD T, JRETIIHIKIE T L O L% IR~

D RIREIHIKIE T L ORRITFEL,

F2T BHAT T NDT 7 —ANAREE IR RAND L

¥ Tl am T34 BHRRZR Ty—RARRRA @EHEOE
TOERAL —DIAT T ILOSE kBT L OFiF

LD S x (i) 0 25.00 25.00 0.00
1 4.34 6.25 -1.91

2 0.88 2.78 -1.90

A—H—DILAN b (i) 0 5.00 5.00 —-0.00
1 2.08 2.50 —-0.42

2 0.94 1.67 -0.73

A—=T— DK w(i) 0 3.02 2.50 0.52
Y 1 0.96 1.25 -0.29
0.26 0.83 -0.57

A—H—O%h A  Util 1.16 1.37 -0.21
B FI5A4¥Y—D pc.l(i) 0 0.52 0.00 0.52
MEEEHL -pc.lo(l) 1 0.09 0.00 0.09
) 2 0.00 0.00 0.00
RS A licd.m(d) 0 -0.20 - -
DTGV a 1 -0.70 - —
Rt 2 0.00 - _
S OZ7 pc.m(1) 0 0.00 0.00 -
SV 1 0.00 0.00 -
2 —-1.00 —-1.00 —

YR RAMREE T 7= ANRAMRELLARDE SWE x (1) 1X, ORI T T — (A7 0)
IZOWNWTDIR—E T, FDIFNDIFNRALZA T IZB VTR TLTWS, ZE, A—h—DO KM

B w (1) BAAT 0IZOWNWTOHRBIE EiFbh., fids|& Fifoni-ciistiid s,
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DI, WA T TAT— 25 KOIENR e T I —DIRVE T2 LA ML T 2720
A= — 3 HOFTEE TRIL CURTROL RATO LA 77— HESZ 5584372725, 12721, ZDA
—H—DAT7—IX, VT IFAY =D HLDIA T %Al > Th LR THHEZER K HEITR E T 528
DM T D G RNZ R AT R AR D MBI O T, FF R NLHIK 1icd (1) 13#47 0, 1 (T2 T
DHFIN2D(TDBLENLDTI TV aFH licd. m (1) T B TRV, RbIERIRN2Y
TIAY —IE(ADRE KVIENRN2Y T T4 —BIFAELRWLL )| AR E[RIRRIZ B P50 A Ak e
ETEERTEDLA T 77— LVELIIR, ZOZEIE, BIBIFKIDT VTP a2 BDENRZAT 2 1T
ONWCORENTI TP a T BB TIIRO) THHZENDIERETED,

TRV T T4 —(CZTEIHAT 0, DVERTHERL U ME, EQU 7 ry 7O SNl
pc (i) D LEVEL & LOWER DFELL TRENAHUAR 2.11 @ 137-138 4T7H), 7= #1470, 1 12>
WTIEF R SLHRI 3 E 5 THRAZL, 222, BHRZIM ru 2 0 ELTWEDO T, ZRHEDXAT DIH]

DOIFRL ML, (BHIENERZAT 2 OFAIL, BHL RS2 BB WO THRD)
MoFEE, 378bb 0 THDH, XA 1 I1E, EHURRANTIHAIE MK TLTOBICHBIHS T, IED
RESTND, ZhE, BEA R RANTIEZ A 7B T D RO IERFRIEZFIH L T, L0IER R
BT I —FAT DDOIRVETHIET, 77— AMARDEEXZT B TH I IHRL M52

(ZED B EIZHRC T2 D TH D, b NIRRT T FA Y —IZOWTE AL TWDH Il
EIFETHRV, A= —DB I, FMEANCTI LTGRO IEI PR N 598k & L
UREBUTNEEZITHZECE ST, 77— ARRARDO R LB IR VK HEL 725,

LZAT, GHEE(2003) TILAE x, (RS TOZ HFEME D HIFI (MN) 2V o 7o AR CRIEA fig |
Z D% TREDNHEFAEZ 2L QDI EEMERL TV, £ 2.7 OB R RAMEE JLTHDLE, FEE,

RV T TA Y —1ZE VB WV IE R L TOBZEMNHER TES,

2.2.5  KRIRMFBKBSLHIRE AW E L R_AR-EF )L (PS3 S GIC.gms)
ARIATIE, AIEOET VOO | JayFT A K 7 2 RIS R K 1 L H R B E A T2 T v,

T 720 KIS A W SR T T VA ifE . T T VOO LLEEZ1TH, VAR 2.10 DA77 AL
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DR+ 5r ThIUE, FLWET VUAL 2.12) D2 H 72 2 BEL TRITHER W, BRI,
38 1THM(2.4) TS LIZbDICEZHZ SN TWD, 7277, ZETHIRRAL ic OWAFN 1 &
D 2 D> TNT, ENbIFTar =T, ICREILNTWSZEITEE T D, 7r 7 LHOHFIADN
FKEQ2.B)ZEWEL TOMAHINNT, ic (i, ) DEWIL, X147 1 OV TIAY—0BEAT 53 OV TF4

Y—DRVETHT-7Z L., HEDOXAT DAL ETe 1=7)2 & FIET 27200 TH D,

YRR 2.12: 3 #AT DB RARANET V—RILHI SN O56EkFY)  (PS3 s GIC.gms)

28 | Equation

29 obj maker’s utility function

30 rev (1) maker's revenue function

31 pc (i) participation constraint

32 ic(i, 3) incentive compatibility constraint;
33

34 | * Specification of Equations

35| obj.. Util =e= sum(i, p(i)*(b(i)-w(i)));

36 | rev(i)..b(i) =e= x(i)**(0.5);

37 [pc(i) .. w(i)-theta(i)*x (i) =g= ru;

38 |ic(i,J)..w(i1)-theta(i)*x (i) =g= w(j)-theta(i)*x(j);
39

40 | * Setting Lower Bounds on Variables to Avoid Division by Zero

KIBHIGRMFEZRLTZ5E T, SCP B/ S AV TWADET LTl AT EZIRLIZET L OfiR
LD, 1272, HIFIRDY 1icd (1) 25 ic (4, ) IKEEEINTCWAD T, TDTT TV 2D
FRDETEDLUAL 2.13), 6 DOFF R NLHIKIDIH THRIRLDIE, AT 0 3FZAT 1 %2155
HOA51T ) HAT 1 NFAT 2 4500148 {TR)D 2 K ThHDH, RENELDLOD, Zhh
DT TP aFHOMENRER 2.7 ITRLIZHDLFIL THHIEN DD, SHIAAFT UL, B L0
OEDTETNHEIED T THDHA T b DFH RN DA DA B T b, AL, ZDIENOFHR
W LI 2 RS TICZ ORI E MR- L L Th (SR TR LICD(2.5)D A Th-72&2LTh), [T,
BRI L NS TR EARDZENTEDLEERT D, T7bbH, 2 DO7rr I AUAR 2.10, 2.11)

NRICIRZEE 2N, ZO M THIERTES,
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UAR 2.13: 3 AT DRI RANARFT VORISR SO 58 (Hify) (PS3_s_GIC.1st)

133 | -—--- EQU pc participation constraint

134

135 LOWER LEVEL UPPER MARGINAL
136

13710 . 0.522 +INF

1381 . 0.088 +INF

139 |2 . . +INF -1.000
140

141 | -————- EQU ic incentive compatibility constraint
142

143 LOWER LEVEL UPPER MARGINAL
144

1451 0.1 . +INF -0.200
146 0.2 0.346 +INF .

147 11.0 2.066 +INF EPS
148 | 1.2 . +INF -0.700
1491 2.0 4.478 +INF

150 | 2.1 0.346 +INF

2.3 ETVOPLE

INETHBEOET M- TET VAREL TE 7o, &I, FRECITMITIIC oM & T 52 LR
FRICL T, BT A& ATRRZR RO HIZ T 200 OnDREN BN TV, £OH 1 1%,
Spence-Mirrlees D ¥ —Z 7 (SCP) THY . ZIUT L TEE T ~EHIK & KIEISA 7K LTV,
B2 13, S X ISR GRSV BEFRPERIK 2 o T AU B L CRIBEZ i | SRR Z D LR
PEZ L CODZEER T DEWV) TIEET-> TV, KVEEICS O L, HFRPMED R D72 D5
HEAREL T (R 1.8.2), 22T, ZRHD SRS WIRILA AL L T, ZORRICE
DINCET NERRENEZ R D,

AEITIE, BLED 2 SOfE(LOREIZEAL T, 2.8.1 TiX SCP 23K ALLRWET LA,
2.3.2 TI& SCP DBHLL TWHET /W RIT IO B A # R T2, AT, 2.3.3 TIEAAT'D

B3 3 DU LEDBEITEDINTET VARG DN OV TINLD,
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2.3.1  EBHURRZR-E=TV KIEFE R WL 2 V725G (PS3_S_SPC.gms)
ZITIE SCP &M=V BEE X THhD, TF MOMIEA KT, 2.2.56 TRRLIZKIEEIFER
WINLET VER—ThD, 727210 SCP &ffi7-I72 RA B 2 D722, V7 I —1 OB
U, =w, +u(x,0)icis0C, Btku #u(x,,6,) = —0x, LAt L C& b 0%
u(x,.0,)=—0, +(1-0,+07 )x,]
CEEMAD, (72120, 0<x, <1, 0<6 <1&92,)Z0BBIZEMNLZET, u ®x, BILVO,
BT B AR D U, =1-26, 35, 6 =0.5 L0/NSHAUZIE, KEFHIZALEEREDS

DT, FEOHE 1.2 1T 2SN SCP IXRESZLAR W, 72770 FHEORGE 1.3(u 23 0 D7

IR CH DT NI R T D, BZDEEDA—T1— DR R MEIX

max Uil =3 p, [b(x,)-w] 2.1)
subject to
Be)=x i 0.9
lo+t-0+07 )]z i @.3)
w6 +(1-6+6)x|>w -0 +1-0,+07)x,] Vi, ©.4)

L2%,

7arZ5VAN 2.14, PS3 S SCP.gms)H TiE, ZNHIKI(2.3") D4 RIIAEREY pe (1) . Kk
HIRE IR I SL AR (2.4 ic (1, 5) ERo T2, (FrZFAPD sqr () IFEREROBETHD, )52
ITHT, 20 (©21), 22), 2.3, Q415742 KB K MK E T Vo4 %
SB _gic wo SCPELLTEFEL TS,

FeBE DT=D12 | ASRRR T~ & RIS A1(2.4) DAY /T 4 (LICD, LICU),

15 NFGA=Z (BT DIEF DU 1.3.2 EARREDMTRIHIR>TWDD T, il § & G2 TN

BT R BEE LEOHZ 72> T0D s | KERIZIZFEILT TH D,
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w-lo+0-0+07 )]z w0 +-0+07)5.] v

w-lo+1-6+0 x> w, -lo+(-0+6)x | vi

FRRLIZET VBREEL QD 2D 2 DORFETRISEAEIE. 1icd (1), 1licu(i) &L T 43-46 1T H

TRENTWD, B3 ITHTIE ic (1, 3) PIWHVIZ Licd (1), licu (1) ZHW=RPTHIFE A 7

KIET VOA4RITE SB lic wo SCP ELTERL TS,

UAR 2.14: SCP &1 iz S/ WG DT V(MY (PS3_s SCP.gms)

10
11
12
13
14
15
16
17
18
28
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

* Definition of Parameters

Parameter
theta (1) efficiency /0 0.1
1 0.4
2 0.9/
p (1) probability of type
/0 0.2
1 0.5
2 0.3/;
Equation
ic(i, 3) incentive compatibility constraint
licd (1) incentive compatibility constraint
licu (i) incentive compatibility constraint;
* Specification of Equations
obj.. Util =e= sum(i, p(i)*(b(i)-w(i)));
rev(i)..b(i) =e= x(1)**(0.5);
pc(i).. w(i) -—(theta(i)+(l-theta(i)+sgr(theta(i)))*x (1))
=g= ru;
ic(i,3)..w(i) -—(theta(i)+(l-theta(i)+sgr (theta(i)))*x(i))
=g= w(j) -(theta(i)+(l-theta(i)+sgr(theta(i)))*x(j));
licd(i)..w(i) -(theta(i)+(l-theta(i)+sgr(theta(i)))*x(i))
=g= w(i+l)-(theta(i)+(l-theta(i)+sqgr(theta(i)))*x(i+1));
licu(i)..w(i) -—(theta(i)+(l-theta(i)+sgr(theta(i)))*x(i))

=g= w(i-1)-(theta(i)+(l-theta(i)+sqgr (theta(i)))*x(i-1));

* Setting Lower Bounds on Variables to Avoid Division by Zero
x.1lo(1)=0.0001;

* Defining and Solving the Model
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52 | Model SB gic wo SCP /obj, rev, pc, ic/;

53 | Model SB lic wo SCP /obj, rev, pc, licd, licu/;
54
55| Solve SB gic wo SCP maximizing Util using NLP;
56 | Solve SB lic wo SCP maximizing Util using NLP;
57| * End of Model

KRIBHIHIKIE T V2B TR X, OFRITHEFRMEZRZL TRV GEE 2.8)738, 220 R

FMEAOCTODDT TRV O THEFAMEZN L CO DB T e DN MENRZ DO EFIELLfE
Thd, KIKIIHIFKITT L EJRFTEIRIFIT T L O K NLHK O s 5D A TN, Kkl
KIETNTIE, 8 DDGEEFAT 0 BWIAAT 2) LR, 247 1 3 2AT 0J &R, BLO, 247
1 BIEAT 21 ERIDIZ, FERESLHFIOT T T2 P aHBERTRONDT, BALDXA T %455
KBSFAETHZENDND, —J7 . RFTHRIET L TIE, 20 38 DOBEDIBLEAT 0 BIXAT
2| ERWT DG A EHIKIBRIEL TND, (EDIFD, XA 2 NEAT 0 &AL EEFHIKD
RIELTOVDD, ZOBAEBIOFE TR TIIZOHIFKNTAH 2 Tz | ZORIFKIRBREL TNDHIET
RSP ZLIT7RN, VLA L ORE R, JRFTHIHIKIE T /L OffIE, KIBAIEIFKIE T L O b AEREL T
Boleb Db D, RPTHIEIFIET A RREST-ET L THHLL EZOfiE B IRICERITAV S, K8

HIFI AP K IEL TODTeOIZ BB OIE Ut 11 (ZIVRELZR> TS,

Contract Theory: A Programming-Model Approach Page 41



GRIPS Policy Research Center Discussion Paper : 10-34

H. Hashimoto, K. Hamada, & N. Hosoe

# 2.8 H—AGEMAR ISRV B DOET VB OO HEE

X GAMS 7r H7I7A4v— KEWHEHKE R ETHH K
TSR TD OEAS FL 5L
e
D e x (1) 0 0.22 0.30
1 0.43 0.51
2 0.22 0.16
A—=H—OILAN  Db(i) 0 0.47 0.55
1 0.66 0.71
2 0.47 0.40
A—H—D I w(i) 0 1.10 1.12
Y3 1 1.26 1.31
2 1.10 1.04
A—H—D%hH Util -0.62 -0.61
Y FI7A4¥—D%) pc.l(i) 0 0.80 0.75
MEFE®HL ) ~pe.lo(i) 1 0.53 0.52
2 0.00 0.00
KIRAIZFE AN, ic.m(i, ) 07281 L3 0.00 -
w7770 0 A2 LI —-0.40 -
EX 28 17280 &0 -0.20 -
17282 LR -0.30 -
2 70 & 0.00 -
2031 LR 0.00 -
RTINS, licd.m(i) O - -0.20
HKIDZ7 770 1 - —-0.70
2k 2 - 0.00
licu.m(i) O - 0.00
1 - 0.00
2 - 0.00
SR D77 pe.m(i) 0 0.00 0.00
LS 24 1 0.00 0.00
2 —1.00 —-1.00

2.3.2  HFVED KO SL ST D0 Rl fUE TE72aneE (PS3_S_MN. gms)

i 1.3 TIE, SCP #Mii/= 4 E7 MTBW T i E X, [ HOWTHFIED Y LD K578+ S
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(% 1.3.2 OIRE 1.2 BV CRBEZ BB TSI EEE 2 T, sLL, EEEOMEEE %
T D DR NE D LT IR DR, 1(ZD—J7 T, 22 TE X TWDI LI HFINEA ALY 3T
DD DR THLNE, ZO+ 53 R 2l TSIV 56 Th> THEFMER D L DEHHY
155, )2 DO LNTHFIMED RN D ZEZARE CERWG AL, BRI IO S (MN)(2.6) (&
DT, LICU: w,—0x, 2w, —0x, V&L TET VEMLIEIC2D, (22T, GRS,

SCP DRALT 256 a5 2 5,)

max Util = Zpi[b(xl.)— w,] (2.1)
subject to
b(x,)=x"’ Vi (2.2)
w—6x 2ru Vi (2.3)
w—=6x 2w, -0x, Vi (2.5)
X, 2 X, Vi (2.6)
FEAT BN AR XML T 228 BUER RIS LS ATl Th 5, £ 20 (2.6)

WY T 5K mn (1) &2, tDO7BZ T 4(PS3_ S . gms NI THET XLV (PS3_S MN.gms):

mn (i) .. x (1) =g= x(i+1);

16 = OfER, (O 0 1B HIEFSH A2 OO0 B O() 2 Thsm Lk, Gk O()2
(x,0)IZBIL T, F R T i e THESNTHHZEThHSD, 22T,
®(x,,60)=5(x.6)- [~ F)/ p]lu(x.6,,)-ulx.6)].
F=1-3 0= ,p;

F,=0
ThD,
2 OMENT T AT REMEIE . (FERIMER DR EDL TN EST DT L ThHHET HIRHIE) T A T H %<7

DIFE AR/ NEL 2D, ZOFREMNE DFLE DL D THHNIOW Tz THIRT 5,
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ZC, w7 T ARONRTA=ZREEEDEEHWZHE I, b E R EA - 221
DT, UAR 2.10 12 mn (1) ZIBINL THRWZSE IO RITZLARTE £ 7< AU T, filf7 mn (1) 1
—EENTIT DN LI ER L TRL,

LML, ZOFERITFE 2 D NTA=FREIMKF LI DO THLZEITER T HNENR DD, 1oL 1X,

FHIRESR p, OBt

) (030
» |=|0.10
p,) 10.60

EEZTEE, BDHNT, R D T A2 0. DI

6,) (0.10
6, |=|0.30
6, 1031

EEZ T2 EXITIE, (LICD (2hnx T, Mt E721% LICU Ol i3 2 LA UICIT) BFATEA L L

RO TIELWRIIEL N2,

2.3.3 HATENZNEX (PS10_S.gms)

BAT RIS LTe D& BBV E BT BT S LIXR BRI Z 72 o — 5 L BERHRIZHB W TiT
(EBED AT A— 2 O, SBFHER p, 155 D LH7eb D ThH_EH LS EERIT D)7 17T A0
EiFR/NRTT e, 220X, 10 #4771 =0,1,2,....9)DEAIZIX, AT E2RTIRZETD
EH5%E FATHITIETT,

Set i type of supplier /0*9/;

LEXMRZ UL IV AR 2.15), ZZ Tl ) (FAZY AN LI ORZ FO N & Egb4 57
ODFLHTTHD, LDIH7e7arT L0H0Iz,

Set i type of supplier /0,1,2,3,4,5,6,7,8,9/;
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LLTHLRILTHD, F-, 100 XA 7 T NERIGE X, B o ofbvizlog) g iuiEIuv

(=72 D GAMS ZHAWIESICIE, BT LOREXZOHIFIO-DIZ 100 A7 +FF Vi

R ZEMTEIRN), 2O A7 7A4M(PS10_S.gms)?D 14-15 1T H TiX, MO ARTA—5 0, %
AR p, IZ DN T, AT EBNL DI 5 6 THREE A LR 25 ME(—EDRT

W26, L% —0 p)E BB CEHAT L1225 T0D2, ZhbIcRA THEBNCEEZ 52 Tb X

VY, 18

YRR 2.15: 10 #AT T VD AT 77 A #HH) (PS10_S. gms)

71* Definition of Set

8|Set i type of supplier /0*9/;
9alias (i,7):;

10|* Definition of Parameters

ll|Parameter

12 theta (1) efficiency

13 p (i) probability of type;
l4|theta (i)=ord (1) /card (1) ;

15[p(i)=1/card (i) ;

W2 ZNETITHEEL CE-ETAEAN T 7AVD—EE2FK 2.9 |TRT, ZRHDY LT )L

177 IR E L TRRR SRR ES N TS,

# 2.9 WA THEMEICET2ET L

AT 7 A% A7 JExFR W5 A M HEEYE DR AR S
YA

5 15 R OFKY
PS2 F eff.gms 2 2L - - 1.1.2 2.1.2 ZhRHYTITA¥—
PS2 F inf.gms 2 L - - 1.1.2  2.1.3 MY T I —
PS2 F.gms 2 2L - - 1.1.2 214

8 7a/ I L5000 ord (1) & card (1) 1, TNEFN, IR T 1 BEOEESOHTHNLNETE ., BLO, TOES

WNOBERDOHEFRKT GAMS OREETHS,
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PS2_S.gms 2 HH JRPTHY 7L 1.14 215
PS2_F&S.gms 2 A JRPTHY L 112/ 217
HY 1.1.4

PS3_F.gms 3 2L - - - 2.2.2

PS3_S.gms 3 HY JRIFTHY 2L 1.3.2 223

PS3_S_GIC.gms 3 HY KIAY - - 2.2.5

PS3_S_SCP.gms 3 HYH  KEH - - 231 RFMEKET LD
JRIPTHY fRIZIELL 720

PS3_S_MN.gms 3 HY JRPTHY HY - 2.3.2

PS10_S.gms 10 HY JRPTHY 7L - 2.3.3

PS10_S_MN.gms 10 HY JSETHIL BVl - ffigm HSRMERSRLOE
KIY 7L F ORI IELL 20

3. e O—iftmm A T

AR TIL, TRA—=R | L7 ar DERIRET MTHONT, ZAT0R 2 OKIEET L& 3 HD
AT T N EAES TRV TE T2, RUESNTZBIBIB LN TA— LI RESNDEITV R, £D FTOEE
RS RIT, PHEOBGRE T L OMATHIR L —E L T D, T7ebb | 77 —AMAMILE T, & h
YRARANTITIR O N RINRZAT DB B2 AR5, £, I3, VIR I AT 2452
EMTFRE CH DD, ZINDRAETDE ML MR T 5, — | RbIEFREN 247 12 #RL
VIERFDHTENTER, ZORER, A—T— O HIIE T35,

ART, bhvbiud, 7 VEIEREHEREEL CERLL TR EA1To72, 29T mr
VT TN T T a—FNE VKO D R THHATHLIERN DN D, 8 1 12, B RRAROIRNL
BRI Db EBERERIT, LTI RO IR R T 21F 0L M ThD, ZD1F
WL ME, GAMS O 77 AT iR T 53R AT BQU TRy IZhD,
LEVEL fli& LOWER fED 7, T70bbh, AT7v 7 LU CBRINTIREND, 5 2 12, XA T OEEEINT
% LR IR SLHIKIAMEHEZ 725, FHER(2003) T, 2D BB 32 SCP DIREZEATHIEITL
D B NIRRTz IVDBDRFTHRIFICEESRZ TWD, arBa—F -7 nr I 50T, 2
LT BB ARE DAH AR T 07 T MRS DT LN TE LTI T, fEDNT RIS
KT VERFTEIKE T VOB TN —B 528, HDHWTHIT, 2R HOIBINBZRE D3R
LR XTI — B LI ZE AR T 2N TED,

H 31T, bbb 7 7 a—FTlid, ST T IEICB W THWO A EA LD 7= O T RO S
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X, ZHUZE @R, Tb5 | ZNOO BRI TRSHWLND T P e —F 2 255 12D K
ERETNEZOEEMRN-ELTH, BINNE RIZRICTHEEDLDOTIER, AA T HEIHICE
L(F=x0F 10 DLz b, BEERAY AT IX SO EEL <7258, Bl FHH Lo RS B TRy
DIFRIDDTINDH EVITE TR, 3 4 12 BAEBNIZED 0TI RA N DD LT ETHeW
2, LU 3D fliamliC B W IO R E DS M 7= SN A TR A HE R T 270 DE T a2 3a

L—ar DI 7T EL BEFHET T VICL IO TUTRDIETHD,
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fiEas HIFAEDNRO SO0 D SHz N T

ARIL 2.3.2 IZBWTHIMEDR LR NG AIT DN TER L, 22Tk, HiRTEICBELTUL R o
2 RUTOWTIBMBITHRETT 2, # 1 sUE, BRIV LS 72D O+ &8 & T 2L Th D,
B2 L, BRI E OFRE O THRIRIEDN Y L DD E R TIETHD, hEIZOWTIL, 2
OOBETHRET 2, 8 1 13, (A BARANZ L DFE D fife 5 THGED | 2R DD L D07CT %,
5 2 13 BYVHEFIWED F D F DAL - I ALIZ IS T, K OFRED T THED H A 2372 T 7
Thd, 727120, Fik 1.3 ICBIDXAT 6, DIEFFSF L RRERICBITH TR EIL>TNDIZDIZ, 1
BT REMBEZOLDOIZONWT IR EEAE A1 TP, Fil T, A2 TERMZRFEEIZ OV TR

RN

Al FATICEHTDIEF ST EE T LI5E O) BTN R ST >+ 51

5 1 ROBEFMENRD LoD D+ 5 G 1.3.2 BRV L)%, #A47 0 \ZBI2IEFS1F
PRI 2> CNBE ATV TRE S, BB % 0, 222 Tl a,(=-6,_, <0) . Z05 17
OHBHEEE q,(= py_, ). WEE (=X, ) ERRTHILCT B, o I EREVIFEEHREEVINET
SR, RAEHIT, 6,<.<0, T 2L, oW EE D FB L,
ay=—0y<a,=-0,_ <..<ay=-0,L75, ZiZL-oT, i 1.3 TERSNTHLEHK D
ES
1-G

i [u(yi9ai+l)_u(yi9ai)]
q"l ; A1)
:b(yi)+aiyi _—i(am _ai)yi

i

(D(yﬂai):S(yi’ai)_

N
7=7ZL. G, :Pr{a Sai}: qu =1-F,,,, G, =1

k=N—i

LEBILETIENTE, TAN Y, & a, B TESRINTHEI (bbb, a,, >, RbIE, T
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BEOy LT (y,a,, )@, (v, )2 OB 5 ThoTm, (A D% y, 1o

TG T DL, ZATTITHONT,

@, (1,,,)=b(0,) + @~ - ) (4.2)
FIRRIZ, AT T+ 11220\,
D, (y.a,,)=b'(y,)+a,, - 1;&(% —a,) (A.9)
"
(A3 BA2 DN EZNZE N LI E,
D, 0,0) =@, (1) = o, =)= )l —er)
(A9

FRTDilcoWT o, OEMESAFAL(a,, —a)=(a., —a.,,)=(0,,-0)=Aa>0)Ths

i+1
WIUZRELTZ S G2 B 2D, (A4)D 3 DOFEINNNELL/RDD T, JHi 1.4.2 OHFGEHRFES
ff:(monotone hazard rate condition, MHRC) D BRI AR IZFE 24 4251

I_Gi > I_Gm
q, - 9

(A.5)

AR AV q)y(yi’ai-H )_q)y(yi’ai)z 0 NE22.
LZAT, LD O, DA F, 1%,
F=Pilo<g}=Y p,
Jj=0

F, =1
THY, T2ExTE,
0, \IZ>WTiE, Fy = p,

O 12O, = py + py
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Tholz, —H . o, 4B G I,
050(: _QN) ZoWTIE, Gy =q,=py =1-F,

al(: _eNfl) 2o, G =¢q,+¢, =py+ Py, =1-F,,

ThINE, G =1-F, ,  Liab, L=, fEREOLIEAB)IE,

FN—i—l > FN—i—Z (A6)

Py Pn-ia

LEZMR HTENTED, ZNDEAL T DT ENBHFIED DN DT D D+ 03 Goff 2725,

A.2 HAFRMEDS D NE O =R

U bZzS5EZAT, BEIICE DOREDOHER THRANED KOS OONERETT 572012 10 247 T
6, DIXMIEN—ETHHET /M(PS10_S MN.gms)&1ED, 55 1 BBt MIEIX, L ORRE DR T,
HFIED RONE D T2 DO+ 53 A BTSN TV DD E R DD ThD, DI, FXAT 0
DFEHIFER p I OWT(—RITIT 0, FORGE LRI EIENE THh 503, ZZTIEXRHI[0,1] Lo
—HESARTHEDLDELTE=1,000 BIDOFEL T I 32b—2ar w2179, 5§ 2 BISOREEE 2
BT HFEOHI nn (1) ZFRSR2NET V(SR 1ic)LFRLTZET M(SB 11c2)?D 2 D%{ED, %
NHOfFEE T2, (Rl BB IXHITIELWIRZEL, )l H OfEA—EL T\ DI LiE, (HRED
TS D REAL - RN B D B ) BAAMEAS AL L CODZEEIRL TG, LIZ3-> T, 8 2 Bepig
ORMEIL, EOREDHEHRT 2 DOET VDN —ETDENIZEITRD, 70, ZOMEEZEL
THETNVDASZ77AM(PS10_S MN.gns) N iAG ASTNDLDIE, EV TNV Iab—ay
DIZDIZFRIER p (1) ZTUF LIRODIZODOTRT TN LETHHIEE, HHMEOHIK
mn (1) ZRRLIZHDELERIRNEDD 2 D% 1 DDET L THRNTVDNE THD,

# 1 BEREORIBA) Eo7oKTU ¥ DIENIER p, R ELT2LEE DRE DR T MHRC(A.6)

DIEALT DN DN T, ZOBEHITIL, 1,000 B DFITEITo7-&%12, MHRC A2 T554
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(Z7=720 1 [1(0.1%) THD, 197272L, MHRC DRANLIEHETHH &M THIND, ZNAii-S
R CHOHFWEN NI T 5, T7ebh, LD 2 SOFETAOMEN—ET Db N80, 2T, 5H 2
BEDOREELL T, (B2 DDET NVOMRNR—ETHDITE DOREEDHE ThoM %5, ZOXAEH]
TiE. BFEAET 25513 1,000 [FIOFAITT 70(0.7%) ThD, bHAA ZOFHREIT—HDOREIC
EASNWTWDEDTHD, 7ol z1E, AT EEWHEE0) T ZbOREENHINGE) T 5, [FIUEE
ET 5 XATDETNEEZEZH(TarT7LHTlX, 8 ITTHDISet 1 type of supplier
/0%9/ DKRRBET/0*4/ | EFEEHANTINE, (A 24%, (B)AY 36%FEE /0D, filiam D — kM
ZOWTIE BT D RERHHZ LKA O_ETHHH, MHRCA.6) 2R E L T Z LN TE

LY ER0. B2 AL T ENTEDLL AT, BNV IRON L DO THLHEHERESND,

19 7235, MHRC(A.6)1Z 0, & p, DBIRIZFICONTOLRMETHDNE, ZDOLRMENHE RENDLNEINTER AL

MBEONE G 20X, 2B OB OB LT MEARIZINEDZETH D,
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Contract Theory: A Programming—Model Approach
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Hideo Hashimoto?, Kojun Hamada®, Nobuhiro Hosoe¢

Abstract

This is a study to develop and solve numerical models based on Itoh’s (2003, Ch. 1) “Parts
Supply Problems” for better understanding the contract theory. In the first part of this
paper, by following Itoh (2003) we investigate 2- and 3-agent type cases; in the succeeding
part, by using numerical examples, we examine how likely the simplifying assumptions
often used in theoretical analysis are to hold. Finally, we demonstrate that we can extend
these basic models to ones with a much larger number of agent types easily by exploiting

the merit of our programming—model approach.
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