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1. FET)V NP — R WEF - EEFZ O E
1.1 TN NP —RDORE

AFHNTET NV NP —FORIEZEILOTHY, GHEE(Q003)DH 4.2 Hid, [FEFLEER DM D
ZHIRE ) O T FEARBRE N KIS T D, 1 ZTTHESNICET VTR ERT V27 OVR A SO
B BEBHTOEER(=—V o DITH LT, BRI DO GEAT Y 2 — L EZKE L TRR T2,
EEZRT, TTICFEDOTAT T a2b->THY, HEFENODHE 22T THEEETI, FEOMA (K
EINIRBIRENL, B EROREITENVHIYTTE S DWW TR TE) /2 &) -2 UI B Sk LI
ATHENATES T, HERMICRESNDET D, T2 TWIRKIEIT, BEZEEFICHL T, F¥E
DN GEC TSR AT 2a— L EL THONUHIRDDHLDTHD,

BEFNZOTINEE B 2 HEETEER AL, — BRBSFEIEN % IE, BEFNE DL 7
EATE A MDD, BEFRITBE TERVOEBIHRIERIEZAILH D, TIELEDGEY | FEDORRA
B FTRECL ALRE ATRE ChDH LT 2, ZAUSKI L, BEFROREITEI N BILE 768 Th 56 FRiG R D
BEIZ oW TH-COGA T EITIERNRMENF AT 20T TIER D R AT L CRrICE
B ERITR WS R EL TEZX D, T2bL, TNENORN T T, HERITEEZDITH)
TR OOEEFE B S ORI AR KICTH00E) 2R EHEED & T 5, IR wA il
Te B RAE BT R AN REEL ARG ROGG AR LTl i A [ 77— Ah - XA fif L
LTROHZEITIRD,

ZOET VNP =R ORI 2 BB /31T TR TN, 55 1 BERSIT, BEROKREITE) @ 2k
THOT, ZIUTHT DR RO Db D THH(CNERE T &y ISR DA TR LIRS,
%2 BeBECILL BB 1 BEBE CTROAE 2 OREATE) &) ISR T AR E RO OFNG EFK

(L TRARDOEIFFZ M 2 b 125 T =T E 208N,

L LITF, EITHIBZRWERD TR I3 E(2003) 2 F8 L . FUlhi< ZEHIH B3R (2003) Zic BT 2= ix 54

HDET D,
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1.2 A TEROBOET v

AR TR ET WL, BEZROITEZEMBLOFEDHIRDEGE DGR T, 2B
HDOTHD, FHE(Q2003)D 4.2 3MTEHZEMINIEROGE 10 4.2.61 BERDE AT DO — A JITEHDY
Wbrru, F2, FUL 4.8 OISR BB,

AREF 2B OET ML, BEATENE 1K) y 23 2 FEHGHMAIITE) low, FEMAOITE) high) T,
R X A3 2 FEIECRIY failure, iLE) success) Thd, T7ebb | 2 ETHE-21TEIET L ThD, &
LT, BEZNIAZER THLHET D, ERNBVAZEIR THD 1L, BEZRDO) M EEL
U =u(w)—d(a)eLrzrx, g u() i c i e, Bsic i Th o L2 Bk 5,

5 3 BT, EEZPVATRNIINTHLGE D 2 BEATHE 2 BRET VAR, 22T, BEFR
oAU =u(w)-d(@)icisnt, u() I HERI O EEET 5, BEFN) A H
THLIHEIE EEMRBTFET DL, AR -RAE T 7 — AR RARDOE I TEITTEHIL
BT,

B AT, RREATEN)S 3 G MmAYTTEY ., hAZAI T EY, Jo RO BRI TED) T, AR AN 3 FRE
G, L BN I THD, Thbb, 3IREATE) - 3ITEIET L ThHD, LU, EEZN
YAV [EER ChHET %, 22T, LD BFHEL A B DI I L UMD HLFIE D RTEZ

R

1.3 TN NP —ReET ORI

TN NP —=ROFEARET L ELT, FHE 4.2 TIHIUL T OIH7ME(P ) Z#IRL T,

N
max B(a)- > p(aw (1.1)
w.a i=0
Subject to
N
p(a(w)-d(@)>T (PC)(1.2)
i=0
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S piaw)-d(@)> S p@)uw)-d(@) vaca —r

i=0 i=0
Ll ZORBEORT ISR T, W SR EITE A 2, RIRHIRELKRLLIZOTIE, €7

VEFRT 720, IELWT T, (PR 4.2.1 THBIL TWAIIIZ, 5 1 B LT, £, HAREITE)

A ZEDHLDEGZTEWIZI AT, SV W 2R EL R EL TRER O AL RTEZ R X |

ZOEEOEEZDIFFNIMEZEX S, ZNaT N TORETE ), 4, ..., a [TOWVTHERRE
BT D, 55 2 BB Cld, BTN R D E Z O I Z Lk L T D e KIT7R 5%
T8 A" 2ok D, ZOEHC2 BHITS T TRACRIEZ AR TV DT, ASKARDIE, —BpEhmE ik
(bilevel-programming) D FyE% AWV T AUER D720, LISUARE Tk, R ATEIAS 2 FR%EN 3 Fl
B2V O T, HoNI BB F O A% B CHlA_D720 Chilif T8 2353725, Lichi> T

BEBEEEITE AR 2D DRI DY 7 M7 27 2D ETHR,

ISR ART2Z LT KRR THROH 1 B EDET /Wi, REITEIZ T 5L LT, EF O IR
RO RALZK DL D THD, 1E->T, EORBE(P )IZB TS max O FICREEHEL TORSLTH

5 a ZINTcb D THD, ZNEME(P)ET 5, &DOT=DIZEHLILRD LB THD,

N
max B(a Z p(a
Subject to
N
2 pi@(w)-d(@)=a (POY1.2)

> p(akii)-d(a)= 3 p ki) -d(a) vaeA 100

2 ORUIZHIFISRIEIC OV T, 77— AR _AR T LBV TCLPO)ZTF AL, B R
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AR BT UCBO T, (POEAC) D AR, 2 $77, BB CRSNABERH I\, BIR
AT =04:72%,

PRSP MR 2Lk, BB OMOEE L TREZOMENAU 86, EF L0k
A OH BT T 15, 2R LIHECEWC, #i#ER B(a) 5% i Ca) @t on s
DT, ZFDEFACRIEDIRIT SV CEHE LT b D& ER RO KR RBICH ST DGEELTKE),

BEFOMEREL, B@)=) p(ah Thy, HEZOMERIMIL, BEFOREF~O L
W, afp0 7 BT, Cla) =) pi(a)w (a) &3t Bid 5o Lic kBB, ML L IH52 0

SR, bbb FEFoMM AL Net(a)= B(a)-C(a) tis, % 1 BkoET L0 B 1Bk
FfEET L TIEU ELTODITREFZ OB A THLOT, & 1 BEOET VERITIE, R F
oAU O ELNS, bh5A. Net(@)izU i, (eis, Net(a)it, FHiE(2003)

N TELT | AR TN TWDETH5, )
AR TIE—EBLTHBE(P)DRZOWTHRLLD, BRICR D7 T 75O i, RECIP)

Z I LTGRO ATE S 259 DT, ZIZRBIP )& R L T,

min IZ:; p(a)w

Subject to (PC) and (IC)

7235, BIRECIP I3, BIEI( P )& 7w | 85 0F1% B(a) 2858 Fhcu veu s, beb LR P')
1238 C, B(a) S W L O ER O U ORI RIZSR00C, BIEIP )i

(P EFUARZGD, 72720 ME(P) T, BE Z O OEAMRL L THEHEFLNLD T,

2 ByPED AR DITER|TH 5, AL T, RIEECIP ) Tld, & F 0460 i i 4 E#

2 ik, o IR D Lo, o BB SIS | 25503107 nudiebriel s, iRl s

DRNOT, flifbD7=0 | 2815,
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BHZLTER, TS, ARRORAET LT, BIE(P)Z VB ELH Th2,

2 BRBEE, 1 BB O RIBEA RS Z LKL, B DR ITE 8 O FICBI A RES
O#EsH Net(a) 2Lt =5z kic kv, Net(a) 23 KIc 25178 & 2R EHET 550 Th
5,

LI 8T, B FAEEFITH L TR R TBIA R 555 2 By R O@Y Th,

max Net(a)=B(a)-C(a)

2. 2RREATE)-2 BT T L EERNVRZEREN LSS

ZOFETIE, EER PRV ERRERGE 0, 2 #EATE) 2 REAET NV ZRRT D, ZITOET /L
(T, THBAATEN LRI TEY, SOICENTNOHEITHIGET D7 7 — AR AL EA LR A1
DDETIMZELLDTHD, LTIZNR->T, 1 2DOT 0T TN, 4 DDET VEEATND, ZIbEEL
EFHE Y77 =7 GAMS(General Algebraic Modeling System)Z FVWTHES, 7272L. 20 X512 1
ODTUTTI 4 SDET N EETLIEE, E<IZ GAMS EF MENL TORNEIZES> TUIEMET
bHHDT, BWNFEMRAITENZ T DRI R - _RAM T VAR LI T2, ¢ AEITiRLOEER
MURZEGERYRET LTI, TRTOFAIC, BEZODHU (S, 2 a—%- 7/ I 5T
I u_e ELTCVD)E, U= W LUET S, ¢ e, EEROA U 1E, B LRIE [ #p%c
bOEBEFOMFIIU LIZRR2DL D THHZEITEET D,

PIF. 2.1 CHEMATEISITOEI R RARETF L, 2.2 TREFDIAZEREH THAIELD 2

3 GAMS (B3 2, ETLEMUEEARIZN(Q01)EZ S IV, LI RIZFEHZR RIS DV T, M
1E2(2004)X° GAMS O~ ==7/L(Brooke et al.(2012)&ZMIiiz\, 728, 2 CHEET a0 B a—4 -
TIWE, TXT Web R CAFREETHD, [FIERIZ, Web £H TAF A HEZ GAMS OV AT L& HWTZb
RS ENTES,

4 REICIE . CORRE(LEATS T U ()1 FIRAYRLY LS BHIEQR003, 4.1)OIE RS20, &

Fa T U &R IR AT A= DHFHEE 2 HMR0IT, ZOREAITREZF S IS/,
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BEATEY -2 R ET L, LT 2.3 TT7—Ahs RRARETH R « RAMDOfEE LR R 5,

2.1 T H R e A_RAR =T VFEMTENZ FiHE S LT25A)(mh001 . gms)

BB RO RHBA R E A TE 2 BIRS T oW SUE LI L E DRI Z B 2 2 (HBRI 7225 6 TOAER

XA CTHD, )7 1T LOFHORNS  ARES NI D/ ST A—=ZTOWTHIZEL TR,

ERITBT Lo - Kikomek p,(y)

( P taiure (1OW) pfa"ure(high)j B (0.9 o.z}

psuccess (IOW) psuccess (hlgh) - 01 08

SEEATBIC EOREFICES>TORA d(y)

avian) 2

~FEEOILES 1(X)

[rfai.ureJ _ (13j

o coess 45

70r T AORAN8 ITENT, R x 28 Set L TERSN T, Failure 2 kHE . success
DI WA %, EATENES 1K)y 12 94T B IR THY, low & high O 2 FifEH LR
Nb, ZOREATEN Y DL, ELOLOREITEOFITRIEEZE 2 5 R~ THDLL T, y DENES
z BEFT D, ¢ ZOBWHES z DEHFLLT, high Z VWAL TEWEE K EFERARE 1 TE))
BRI ADETTNAEMRIENTE W, low ZHNDHZE TR S /K HEERARE 1T 8))

EBRIRUIGETET VAR ZENTED, BUR X RO p(X, )T, BE1TE) y OFEFHIC

5 (FEE(2003, 4.1.1) T M 2R EZRBRERITTHIEEL DN, Afacit, MEEEolie+5,
6 7urF AP THONLILTHSZ(Y) IDIHD Y | DEASMR, [ZOMSES z NEA Y IR THER I ThHT

LETRT,
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Lo THRZRLH(13-171T H), 7L 2%, EIBATTED low 21 TEN 2RI 7= 55512 Fai lure 35
PN 0.9 ERESNTNWD, —J7, FLFNZIL, fKPh success THMERN 0.1 LR ESNTND, (2
NHERELT 1.0 852 8EE2ETHA, )19-22 T HIX, TNENORESTE y ITRIGLIZAR%)
H d(Y)ZEFR-RET D, 77— AR ARG ClUIEE R W SRS RS B2 > 7= D T RIS
TR EATENC O WO A ETIIT I o720, B R RANYETTIL, T2 TR EERLF R
NEFFRIDOHNT  EEITITRIN L2V EATENC O WO B3 20N ERH D, ZOT2DIZ, Yi%iTH)
(COLEEITFEMATTEN D R OMER LR DIFH, ZA S OITEN (T 72 B I RAYTTE)) D
HeREANAG G2 DM ED DD, 24-27 1T HIZ, FHENOOFEE r) THY, L E AT X 12
KL CREDHOTHY, BREITE) y ITITEKFLR,

30-35 1T BITREZE w(x), BEO' U 04FRE 5%, 36—40 17 HIZHRIBIEL obj. SNl
pc(2). BELO FHRMZHIK ic(z,y) DAL ERL TD, 4447 TEITET VHOXERT,
ZDOIBEHT, BAUR RANERHEAHT DB D1E, 4647 17 B OFFR L HIFI CThHD, #7 K W N7l
DENIE, zEhigh DH)THLO T, EEZPEIBATEIZ -T2 5B OERER DM Thd, =
UL THIIL, y(=high, Tow) THh2D T, BEZPFEMTITE), HOWIXEmRIITEIZ o7
LLIEGEDOREZDYHATHD, FEDERIIRHEETHLND, TDOELLE | HEDKAEZRD
DR (P (X, 2) F21E p(X,Y)) CEHAE DITFTZMRF AN B ESTND, T ZOFEFKR M HKIZ K
T, B TENZ BUAD LW ZEF | RN TEN A B> Th M IZRB7 W IO IR w 232 &7

AT ETIR D,

TEEEIZIE, 2o T AT, (high 28 REE7TWEOELOLLFO 2 KO KM SLHFIZFRL T)5,
> p,(highw,” —d(high)>=>" p, (high)w,** —d(high)

> p,(highw,” —d(high)>>" p, (low)w,** —d(low)
DB, ZNHDOI LD OB DIFEFTHRILTHIENBHTHAD T, 7l T AL OREEDBICAE K 72E

A= AN
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UAR 2,18 ET)V NP —R -7 L FEBITEN ZRifEE U722 TR (mh001 _ gms)
7 | * 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(Xx,y) 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/
22 | ;
23
24 | Parameter r(x) project"s interest
25 /Tailure 13
26 success 45/
27 | ;
28
29 | * Definition of Primal Variables
30 | Positive Variable
31 w(x) entrep”s income
32 ;
33
34 | Variable U investor®"s expected utility
351 ;
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,2z), p(X,2)*(r(x) - w(x)));
45 | pc(2)-- sum(x, p(x,z)*sgre(w(x)))-d(z) =g= 0;
46 | ic(z,y)-- sum(x,p(x,z)*sqre(w(x)))-d(z) =g=
47 sum(x, p(X,y)*sqrt(w(x)))-d(y);
48
49 | * Setting Lower Bounds on Variables to Avoid Division by Zero
50 | w.1o(x)=0.0001;
51
52 | Model MHOO01 /obj,pc,ic/;
A Numerical Approach to the Contract Theory-the Case of Moral Hazard Page 9
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53 | Solve MHOO1 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 =sqrt(w.1(xX));

63| C =sum((x,z2), p(x,z)*w_.1(X));

64| B =sum((x,z), p(X,2)*r(x));

65 | Net =B-C;

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

67 | * End of Model

52-53 1T H CTET VA&, ZDET VAR T HHIF(H BEEE S D)2 ERL . BREF DR
T KALL CRIER R SOITH R 5, MHOOL RZDET VDL RIT, ZDHDI/ . LI DOFIZET
VORERRELFR T 7ebb HRIBIEL obj . 2K pe. FRMSZHIAY ic RSN TV, 228, 77
— AR RZRET U, BTV MHO01 2B RIS HIlK) ic 24 72b D ThD, 55-66 17H T, &
TIVORRIZIFESWTEREZOH u_e(X). WFFlaE B, MIFFSCHAWEE C, BEDY, D74 Net
=EB-0%FHEL., W77 TcEOEEFRRDisplay) T L EHE1R~7 5,

EFNAORIEH 7 74/1-(Mh001 . Ist)DH19 SOLVE SUMMARY LU DEB AT ITREN TS, £,
UAR 2.2 D 126 1THIZ, Optimal solution LHHDEFERT D, TR WGAIZIX, LT

ZIZEDIHBREDPREILTONEI EB IELU MR TIZZ2, EQU TIHAEATIC, HilKIRDT 7T ki
DIREN TS, EQU pc @ MARGINAL OFNZBIEIKIOT 7T a5 D fiE(145 17 H)3HY, =
N0 TROVLD T, BINFIFINE S THRALL TWAI LN 55035, [RILESIZ, EQU ic @ MARGINAL

D F OFAE(151-152 1T H)S Thigh.low ] IZSWTIE 0 TRV, i, & K il 37§l 49
> p,(highyw,** —d(high)=>" p, (low)w,*® —d(low) 735 5-CRsrL T Bz EaRLTuy

%, 728, Thigh.high X, I EEDNELND T, 5 THRILLTWAIEITHBATHD, DX
WEFZDOEEF~OTHFE w, TEZOHEHNH U O, #NnZF1 VAR w, VAR U ® LEVEL ®

BI(FNZF, 158-159, 163 1T ENTREN TS,
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UAR 2.20 /L NP —R -5 L FEMBATTEN A BT & L7221 TR OfR (5 Fs) (mh001 . Ist)

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

SOLVE SUMMARY
MODEL  MHOO1 OBJECTIVE U
TYPE NLP DIRECTION MAXIMIZE
SOLVER CONOPT FROM LINE 53

**** SOLVER STATUS 1 Normal Completion

*x** MODEL STATUS 2 Locally Optimal

***x* 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

CONOPT3 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 MARGINAL
---— EQU obj 38.600 38.600 38.600 1.000
obj utility function
--—- EQU pc participation constraint

LOWER LEVEL UPPER MARG INAL

high 2.000 2.000 +INF -4.000

A Numerical Approach to the Contract Theory-the Case of Moral Hazard Page 11
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146
147 | --—- EQU ic 1incentive compatibility constraint
148
149 LOWER LEVEL UPPER MARGINAL
150
151 | high.lTow 1.000 1.000 +INF -0.653
152 | high.high . . +INF -

153
154 | ---- VAR w entrep”s iIncome
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 MARG INAL
162

163 | ---- VAR U -INF 34.273 +INF -
164

165 U 1investor®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 1investors expected p
183 ayment

184 PARAMETER B = 38.600 investors expected r
185 evenue

186 PARAMETER Net = 34.273 1investors expected u
187 tility

BT, ZNHDFRITESWTEHREIN 2B DOIE, 177-187 1T H IR TV A,
BEZDOMMu_e = 0.857 (RIKDLE)
= 2.286 (DY H)
HIFRFSCHAVVER: C = 4.327

BRI B = 38.600

A Numerical Approach to the Contract Theory-the Case of Moral Hazard Page 12
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Net (AR =B E F O MR )= 34.273

725 WA 4R Net 13 U &— L T\,

2.2 2#REATE)-2 BRET L(Mh002 . gms)

THET 2.1 THRUEZET AZEIC, 22T, 2 DOREITEIGE IKE O T OBA L, SHIT,
ZDENENDGEIKIIET DT 7— AR RAMRL B R - RAME(E T 4 TR % —FEL T
SEFNERELT D, MATEN TR TEIO 2 ©% 1 SO0l T AT ZE1L, FEFE D HIFT
HDRENT DR EATEZ IR SLVDEE 2 BRSO Z R TR TH 5,

BT NEHTNKE, £7°, 8-101THIZ Set TIRAFEERL TD, 72721, 10T H D i, ¥
(ZZCix 2 )OS KK IS L T, THT X TOYE% Loop /b—F v (#il) T 72912,
ZOEFREI/L, 2/]ELTERL THD, 1117 H TIE, iz Ty ORDOVIZ v I A AT THU
HZENTELINNTIRZ FOR4 (@l ias)x EFHL Td,

27-28 1T HIE. —RINITERSNIHFI AL DI BO—Ea HORETE y 25 LMD
HFTORAND T D720 DX =284 dummy () Z 7L T D, (2817 H Tlt, ELHT-»>TZD
FI=BHTRTUIZ 0 252 THED, BIFE BENIZENTNORETE y @R LT-5E625 %
DR, 2T 1 EVOfEiE 525, )

AHE 2.1 Tk, 5 1 SOREATE) 2137272 1 SDOEFE high £7201% low OANEEND) 21T
BEZ TN, 22T K0 — KIS, R ORETENCE T 28I y(E/2IZVEB X HTENTE
DETNVEREL, TZIIEENLIENENOREITINIIHELHIK RS EER DO B O LB b D
720 % dummy () 254 O CTEICL(G 70 b dummy (y)=1 &79°2) I DHDIZ DN T, M
T B dummy (y)=0), =2 C, HlFIXOBEZ T, z OROVICy(F =T vE W TEFR T 5(38—

391TH), T72bb, ZNENOREITE Y IZOW T,
max U =" dummy, p, (yXr, —w, )
X,y

Subject to
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S -oly) )0 vy

{; ol [z 9l )z vy

LVOREEE 2D, LORBEIZ, HOREITH Y ICOWTEZLZLOTHL, REITHEL TTE
HOBRIEG-L 21, high 7> 1oWAHSHI T, ZhbT ROV CHEREIICE 2 DB
%,

OISR EATE A DG LT R TIEbAI Db LIVRN DT, — LT, kA%
HATB (highV & L2 645 2 5, ORI, dummy(high)=1, dummy(low)=0&32%=

LT,
max U :Z px(hlgh)(rx _Wx)

Subject to

{Z p, (highjw,”* —d(high)} >0

{gpx(high)wx hngh} {sz (yw,** —d )}zo vy

LD, 2.1 TRWZIIEE 2R UL OIL25, FERIZ, HBRE1TE (low) &5 2 555712
dummy(low)=1, dummy(high)=0&t34uizkyvy, 7rrIa0d T, ZRLEEOMESLS
HITEIT S AR D1, Loop b—F L &IV, 2o Tr 3— dummy(y)Z v
THERHIKAAEZE RGN 2 2208 O/ U REA AR TODEEL I3 IR,
E7 /L mh002.gms DH Tl 77 —AR AN LB A R - S ANE O ] F 2 <7201, Zi
FUZKHIE LTI T W4 E ERL TS, 52 1T H TiE, BHIEI%L obj 2K pc DA EETeE
7 L% MHOO1FB LEFRL, ZHAMR 2L T 7— AR RANIH 1G5 I TVD, [FIERIC, 53 1T

HTiX. 2hb 2 DIz CHERMSZHIK ic ZF#L72E 7 /L MHO01SB Zfi# 2L TR AR - R AL
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B4,

ERRZET VAR IOITH T TODE I, 69-86 1T H D Loop /L—F > D4y Ths, [Loop(t,
L) HEVFEIMNO T NZKRG T —E DT s T L% §_TO IZOWTHERDIRLET 5720 0

HDTHD, Loop v —F L DEFITIZLL T OEAIT THD,

Loop(t,
dummy (y)=1$(ord(t) eq ord(y));

Solve MHOO1FB maximizing U using NLP;

Solve MHOO1SB maximizing U using NLP;

)
IZUOIZ, tIZEENLEHR(=L, QDNEF (=1, 228, y IZ&EnsEFE(low, high)DJEFE(Tow

1%H. high X2 %&B)E—EHT 255120 dummy (y) Dfiiz 1 &35 LM 0), BIRIIC
BEOIKL O 1 B B2 dummy Clow)=1, dummy(“high>)=0. 2 [ B ZiZ. dummy(“‘low”)=0,
dummy(“high™)=1 725, ZHIZE-> T, M0 1 [\ BB T aies Lz GERo
HEFNILID)ET VEMRE, 2 [B] B ERRICRHBA TEN A AR L L7cb DA MR &N TED, ik
2 S0 Solve fFE, ZNEINT 7— AR XA LB R < RANE 2SS O ThH D,

Loop /V—F N EFROFELELOLISME, BH#DIRUIZEITDENENDET VL OfFRE FIVT
WSOMNDIEEFR T 26D ThD, BARIITIL, KFAWEE w_FB, w_SB, E¥F DA u_e_FB,
u_e_SB, BEZF D] C_FB, C_SB “#%k B_FB, B_SB. LU}, ZD7=% Net_FB, Net_SB %t
RLTWD, Zhbid, 7nr T LD EBZOE ST, KetFY 7hy =7 THRARDLTWESIZ CSV E
X THIEND,

4 OBDHET NOfFEIE, BN 77 AN TENENORBED SOLVE SUMMARY LI FOE /3RS
TW5, TNEUTEWT, Optimal solution EFRREINTWDIEEMERRL Cheicitkte, M7 7

AN OIRD TR EFEHIT HEIZ, VAR 2.2 DFNELLFEIL THAGE 2.1),

#2.1:4 DOFEFTIVOE

U: f¥sx U: B#gx B: #&% C: #ax

W, : H ‘
& g oY) DFEE DEH

55 1K HE: AR
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T A RA MR 34.60 38.60 4.00
N 4.00 2.00
%) 4.00 2.00

T AR AN 34.27 38.60 4.33
N 0.74 0.86
%) 5.22 2.29

55 1K HE: THARE

77— AR R AN 15.20 16.20 1.00
PN 1.00 1.00
D 1.00 1.00

BB R AN 15.20 16.20 1.00
PN 1.00 1.00
D) 1.00 1.00

2.3 T 7 — AR R_RAMR LT IR _RANMEDKRGE
#£ 2.1 #RATONBIINC, bIDOE K& EH U Th T T MR T B A RIS -

WAL, 77— AR R_RARTH, BV - R_RZANTYH, [EEBWVELY 1(Thbb, W =

success
Weire)Z HEL TBFIE 0 ThHD, (COHEITIE, THELET L Y —ROMBEITRAELR
WL, BERRARE A TEh 2 IR S 72 WA, 77— AR XA THIUEIRIERD TEREHL O )

ZMETLHETTHRTHLN, B R - _RANTIIW

socess > Wa > Weiure 27200 W, 1E 77— A1
ARAMD EFIN HR) 725, T b B R - RAMDEEZ OFFF W, 1E, 77— AR _APORF
IZHS RO AR EL RIRDE AT/ NS 2B, AL, YA BRI R, IR 37
WA 2L OB TIAZO KT BT B RIS 570 I21%, B o Bl W, &
0H51E B CRMAZR R ETENS N AR — 7 T, RO Z W, K0 51 & T CEMmAY7ZR R
EATEZ IS LZEN LB THLIND Th D, ZOMNFORMO 5= FiF X, EXOHIFF
#HC D@7 —AR RANYWEDOZ L AR OBEINC D723 D,

BEZNLAHIIT, BRI EITEIZROE 581203, AR - _RARDLGE LT 7— Ak R ]
D EF AT L& MR B 13Zbbisnols, Mt A C 2032 20T, & F O
MiA s Net 132, (rds, AR CHRY EF 2B ClE. BBEOHRICEERE | 2 A

WO, Wi RZE Net i3, BeorasU ofic—%7%,)
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%2 ExPEOMBI, BBIRE I TE A BN S H5 0 BREZ oM AU £7213 Net)e, i
MR EATE 2 RINSE I8 O NE AT, EHLOREITEZ BINSE L RENEEXHILT
Hb, £ 2.1 PRTHEYAESNTNTA=FD T TIE, 77— AR RARDORILTHEH R X
DIRPLTH | BRSO REREATEN MR E TR CHLIEN 1D, 18d, 77— AR _ART
HEHR - ARANTY, SRR ETEINRIINDb DD, ZORERIT, Ll ETHBRAIZIDITET
BN R D, Ziud, QA B TH DD I TEI Z B 728 D) ERDET L -~ —F
ZB T D7D DIBMAIZR B AR EC DT ThD, ZORIE, #%IZEH 3 HiTERERNPIAZ PR

A AR AZETIVBAMIZ D,

2.4 JI7ICLHHH

T 7= AR RAMFEE T TR RAMBIZOWT DS T2 B, HEDK 4.2 1ZHELT5(X
2.1), 7212, 207 7 & AN Y > TEE T REZLDR DD, BAEET /L0 HHIBEIL, FHEOF
RINDEEFR DIV Z LI NZb O TROLEEZ ORI A O RALRE TH 7205t L,
FHEEO RO B 1B E FZ O R AT O/ MERIETH D, ZZTLLF Tk, JHgic
eV, BBIBIEIIEEF ORI A THLEL T ZED S, (iU, 1.3 IZEW=RIEIP )i

725720, )
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2.1 FEMRAYTTEI Z S E D720 DK

Sailure
p FUCCCSS (h "g h)“(wmccrf.\:\' )+ p Sailure (h !g h)”(wﬁuhrn' ) = dﬁliﬂr
\ wfai.‘rm' = ]'v.mu-e.r.w
FB
SB
#0
K R e I e
> P SUCCERS (IFO W)IJ W\'m't'uu.\‘_) i

+ P fuiture Uow)“(”"’_m;mm ) =d,,, i #

51224 Worcsess

Hid FEE(2003) DX 4.2 AEE A

FT BBAATEIOLAIXFEOMK 4.2 22O FEHNHIENTED, 728, AKX 2.1 LX 2.2 T
3, K 2.1 DN R - RANDOEEfEEZFEEINZ ThD, 20777 Tlz, BEZDRIAVEGTHDHE
LCWDDT, SANHIFI O FTREIR OBE T, B LOSERENLHIFIOALOEA 0 1272258 FH#0
IR LT ST, 8 UKL T, IRETTRFTT 2L EZF VR PNLHIZRG AT #1 LHO 13E
HIZEARITIRoTND,

77— Ab e RARDRE BAEE T T Woyecess™ Wiailure=4.000 THLD T, 7T 712H %@

W,

success= Wailure CHDZEE—ET 2D, DENZ, BAUR - _AMEO FREIIZ, #0 #R L&D T, &
KON #LR B2 D BT ENTRIROE S THY, 50, BHER~OMIFF AR BER AR

SRS T 320D TC, B R _AROfRIL, dhii#l LHiFH#0 DA SB Thad, Hfifidl:

(w

success

Wigiiure )=(5.224, 0.735) T, Fiz, B HUR_AME SB 77 —Ab -~ AMiE FB 01,

BN (DR EWSHAE) O R MIHR LICHDHZ LR 30D, Tibb, B R _ANCTE, 77 —A

ke _RZREDE B AR RKE N L RL TS, BEET LT, 77—k _ZAMEOE L 4.000, &

8 FHIRMNLHFI DAL LT, B(P") OB ENZHFITC)(1.8) D470 %43, LU, AL,
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R RAMEDOE L 4.327 ThHD,

2.20 HRREITENZ IUSE 5720 DFK)

w Sailure
p.mr(-e.w.\' ('h fgh ) I“( W\wcr_‘x.w ) + p..l'br.rnn: (h fgh ) u (wfé.rﬂ'um ] = dfu’gh
wﬁn'hnc = W\'rnu'.u
1.000F------- FB=5B

i #0

P SUCCESS ({O W? H( w.mcw.u ) 4
+p Sailure Uo?v)u(wﬁn'ﬁm' ) = di‘uw ;

I'Cﬁjo SUCCESS

Hidi: FHEE(2003) DA 4.2 AL T

WU, HBAATEI DS G &N 2.2 1R T, IBAATEIOS G 13, EER ~DOHIF S HAFHD B2
M IAERRAUATEY D 5 & JOFECDNTIR D, DEND, ZINHIKIO AT REB D EL SR A#0 13, FEMRAI1T
O LB OFFE R MW SLHIFI DAL DAY 0 (27255 FH#0 (ZFE LV, ZINHIKIO 7] REIRD 5L S HR#0

13 Wyecess = Wiaiture (AN T B E T A~ O IARF VB D LRI AR ITHEL | 2O RN T 7— AR+~

AMECTHHZEL, BRI TEIOL &L E DB, —J7 | R BNLHKI DALY 0 (270 D58 1
X, BRREATEI O %G OZINHIKI O rTRE OB RF#LIZF L, LIEDS> T TEIO L& 02N
FIRI DO FTREIR O BE FUHH0 13, BIRAYITEN D L E DB ANFIKI O FTRE OB RA#L JVLFER)TH D,
O, BRI SLHFOE ANTZEED, BH R - RAMEO R GEIIT, #0 R EEFD BT, BLON #1
#rEEZ O T ECHE ENTZE 5 (R 52) Th D, 77— Ah RAMEIXZ O P RETEEICH 2D T, 7
7— AR RAMBEN R R - _RAMETHLZEEI T 20, LIeBo T B VR _RANET 77—

AR _RANE FHEEET VT, W

success

=Waiire =1 .000) TE{TTXA,
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3. 2REATED2 BURET L EEZRNIRATPSIREE
3.1 ETFILDORE

KRENL, BEZPIRAT PN THLIGEORAETHD, & 2 BOET /LTI, BEZITY A7 Bk
fchoil, BERoMAEEU =u(w)-d(@)icsd s u( ) zrma s, AT,
U =W Ll T, 22T U () s, BRmICEU=Wed 5, EFLELTE, 6 2 30 2
RHATE) 2 URET LA, (AR 2.1 0 45-47 17 BICEND)REZ O AR5 u(-) 1<k
THIYIET 225 LB Z AU I, BEF N ZZ P ThHS A ORI, 5 1 12 W (L2t
T U)DR—BITRESIRNZETHD, TROL, HEMRPIFAET DL THD, 5 2 12, 77— AR
ARDATENS @) DEE, EHUR - ANAMIBWTS, @) 277 =AM NAMNE A TETTELILTH

Do

3.2  EEZNVARZPSINZ2YE OET /L (Mh003 . gms)

ELEEZR DY AT PR 5 TEBAR EATEN A IO 5F 7 VORI, FENKRBLIZSGG O
EFA~OTIFEN 1.11 T, JRILEHADZIN 0.00 L2-THRY, —RLELIA HEFI %
FZORMELBL IO THVRGEICRZD(EFE 3.1), LMD, Z2TELEL TCNDEH 72 NHMITT
FEEOEDS | EVIFIR AR, ZEHL T IVEOHER THEEICRIL 2 THED, Vo s
ZH 2 BT LI B N0DD ZORIEEIIZ DB TAENRL O ThD, FEEE, RIS
ZHNHIFKIO T TRERONMER AL TN, 2O LT AR BN LM E T, ZoRE

BEfRAEFFOZLITHEBND,

# 3.1 MEZNIVRIHPSIHRGEDOTT VOFRED 1)
U: %% U: ax B: &% C: B#Ex%

W, o SCHAVER

DEhH k)| DOFILE DE A
B K U FEMRAY
77— AR R AN 36.60 38.60 2.00
ENiCe 10.00 10.00
%) 0.00 0.00
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THUR R ANMR 36.60 38.60 2.00
PN 0.86 0.86
KT 2.29 2.29

55 717K HE: THATRE)

77— AR R AR 15.20 16.20 1.00
N 1.11 1.11
%) 0.00 0.00

BB R AN 15.20 16.20 1.00
KRR 1.11 1.11
%) 0.00 0.00

3.3 HEIERDH D EI2 HfFEA155(Mh003b . gms)

EDVRT RS SE 00E T L (Mh003 . gms)IFHE B AT A FF D Z LMD > TNDNG, 3 3.1 12
RENTAELSNTS | AU B BB O B {4 5- 2. 2 B2 DIEDMFAET DIT T CTh D, £ T, HifiT
MANEET NV EFESTKFEILH D%, LinL, RARDEEFEOPIIEEZ W TIRKZE T, ZhaRkd T
BBy TDT=HIZ, Solve S DEFIDITIZ,

w. 1(xX)=0;
EVITEFEANT D, ZIUZE-T, W OFIHIfEZ 0 LU CRHREZTHIENTED, BN —E Thiut
ED IO B AE 5 2 THIRICHH R Z D137 ThDHY, 22Tk, & 8.1 IRLIZbD LT RS

fifa 1523 3.2),

% 3.20 EZNVATRSIHZR A OTT VOM(ZD 2)- W, OHIHIEE 0 LL7Z85E

U: (% U: ggsx B: B¥EF C: %%

W, : AR . P PFIE P
2% 77 K e FEARITY
77— AR R AN 36.60 38.60 2.00
N 0.00 0.00
%) 2.50 2.50
THUR e _RANMiF 36.60 38.60 2.00
PN 0.00 0.00
%) 2.50 2.50
B% ) K e TH BT
77— AR RANME 15.20 16.20 1.00
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PN 1.11 1.11
%) 0.00 0.00
THUR R ANMR 15.20 16.20 1.00
ENice 1.11 1.11
%) 0.00 0.00

HREE chaira oMU 3%k 3.1 [DRLIHELE LN T, ZOFF L O 5

HLTEITHDYIRN, 0 LSO T RS> ToAIEZ 52 TRIE U, R ->Toli itz 155,
FlzaE, W, OMEIEE 1 EL-B AT, % 8.8 DX A R455, 22 Th, U ofizFr

HD, ZNHDOZ LT DOITFEE R THD THD,

# 3.30 FEZ NI AT PSLRBA DETVOM(ZED 3) —W, DYWL 1 LLI-BE

U: (% U: gdsx B: B¥EF C: %%

W, AR

DR DR OF| DFH

2% 77K e FEARITY

77— AR R ANME 36.60 38.60 2.00
N 6.00 6.00
%h 1.00 1.00

BA R R ANME 36.60 38.60 2.00
N 0.86 0.86
%h 2.29 2.29

B% 7] K e MEVEEN)

77— AR R ANME 15.20 16.20 1.00
PN 1.00 1.00
%) 1.00 1.00

B H R ARANME 15.20 16.20 1.00
PN 1.00 1.00
%D 1.00 1.00

7 3.1-3.3 DL EDOFHFERERAFIHL TH BV EIBARRE1TE A s 5555 SREImA R = 1T
BEROE L5 EONTILOEEIZBNTH, 77— A _ANOETEH (G b b & FROE M
CEEH R _RARDZNBFITELNIEDNS DD, TS, BEZN AT FSTHTHHT-I, Tl
MRARR BTNV E IS E D72 DIRERIZRY AY « T LT BEERTHIENRNLTHD, ZOMIEET
VOBEITIT, HEZOMENHU 2 ~5L, 77 —Ah _RAMZEB W THEH R _RANIBNT

b BB TEI R I NS LD 30D,
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3.4 TN XD

ATEFEAR. BRI 4.2 OMSHAZY A7 RISLHY7REFEZE O B DS A1 S TTH TR
%o 72720, B CIXE EFNVAZ B CTH o720 T, #1, #0 LHICHIR CThHoT-DIcx L, AHiT
TR EZR PRI PR THDHO T, SNHIHI O 7RO B AR (RS T8 O L X 13#1, iDL X
I3HO)E, BEF ~OWRF LB TATICND, LT3 T, BRI MNLHFIA 2 WERV (T 72bh 77
— AR RANDEE) | HEF O SINEEN T/ N2 DR, SINHERER EOGEEOfERICRET
INERBDRIZHD,

DTN, WA TENC DWW T 3.1), FRMISZHEIFKIOA LD 0 1T D5 H0 25 AT 5, #1 &

#0 DAZA A (W,

success

Weaiture)=(2.29,0.86) Tiv D, &A1 R « < AMED AT HEIL, #5 K i 37 il 70

DA 0 1 Z72 5B FHH0 O ERBLOZO FETHY ., 2o, RIS INHFRR#1L B0 nid2

IRV T, fRIE, 288 A XA T, ZINHKERORR S AB Eihs,
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3.1: FEMEOREHATE @, DT

Wfailure

0.86

2.29 B 2.50 Wiccess
A: & 3.3 DEIRASRAMRE(W, OFIMiEZ 1 LI5S
B: % 3.2 DN R - ~NAME(W, OFIHIEZ 0 L7256

BMEET N OMREHRDE ERATEIZ IROE DB IR ~_AMEIE, WS+ 25 0l 5 Loy
Wiz 1ITRRE L7258 O ANE (Wyyeeesss Wiaiture)=(2.29,0.86)12725 TS 3.3), (ZOOfF
I3, ToEToFHL SHO O A L—BL D, ) FoTK AU, 7272 W 2B 25l #t5E Eow)

A 0 ICE LU TRV 12, FRGR BIE (W, ccess s Whailure)=(2.50, 0.00)&725 (3 3.2), 20

BAS EAEEU ofifix 36.60 THY, llatE EOWBHEZ R ELLRWEALEDLRVWOT, #

B BFAET DILERLTND,
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3.20 {HMRAYREETTE) 8y DT

1.00 2.29  2.50 Wonccess
C: % 3.2 DR ANAMB(W, DYIHEZ 0 LLIZEE
D: # 3.3 DEIURARAMEW, OYIHHEE 1 LLTI2S5E

OFN, HIBATTENC DWW CTHL(X 3.2), KL 3EF A~ HIRF SHVERD HEZE R M# X BT O
B JORRMNTI2 D, SHIT, 1AV TEN D S ANHIFIELHRA0 1%, FRAYT T8O 555 O FF K i Szl
FKIDALOEDS 0 1272 D55 #0 TH LD T, ZAIVB R TEI DA O S INHIFI ELHR LV FERCHNT

732%, DOEN BWAATENC I 255 K M SZHIKI O AL OB 01272055 8 3#1 ThD, ZDIIIT,
FEMAATEIO A L~ SHIRE R 3 R S LHK O AL O 0 1272088 R AV b -
I THLOT, ;WA IFTEDSR, LosL, RO FTRESIIZE DD, 7005 IHMRINITEIOS G D
g%, ZIHIRIERR LI HDZ 8T EDHRWE DO, FEERMNLHFI DAL O 0 IZRDEFHRIT
BILCIL, TOME Ed, FEBASFIREIRIC /25, L7228>C, MRIIA S LY MO S I HIRIEROMRSY E
2D, 77— AR RAMEN, ZIHFIERRE ORIV EMICHD0ED, B AR _RAMED B 1)
RIS DEAS, 77— AR RAMEDZIUTHE LN ZEBH D, (FEEE, % 3.1-3.3 128V T, BHUR-

NRANMEN, 77— AR _RAMBITELL 725 TNVD, )
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BEETNERDE, W OYHMEEZ 0 ELAEHAGDOEI VR RAMEGT O (Wyyooes »
Wiaiure)=(0.00, 1.11) T&H5(F 3.1, 3.2), ZALiL. ZIMHIFIEH0 H3HEihE U5 8 ThH D, kiZ, W,
OXIMEE 1 LT D&, G DIF(Wyyeoess s Wiaiture)=(1.00, 1.00)I2725 (G 3.2), ELLDHEE, H

BB OMEU 1 15.2 D520 DT, 22 CHEEIRDFEE LT,

4. 3IREATEY 3 AT T L EEF YA AR 725 A

4.1 3®EATEIE 3 AR

TR EEZRNY AV FRERIZR 5 AR | G 4.2.2 (TUT23 0, B - TERO 2 TR0 TE 2
EZ D5 EFTOET L(Mh002 . gms) & L3R L T, FEfir (high), HA7H) (middle), {HER (low)D 3
HEOTEN A B ZDET NVENED, o FRFIC, lRBASETO, fPh- RO 2 NS, kD)
(success), H'fil(moderate), K (failure)®> 3 FEREIZT 5, 1k 4.2.2 TIL— MR EL T, 178

ZEM A K + LEOEREEFOLL, TNZEN0iT8IE K THEL 0D, ZOHEMETIE, K =2
ELT, SO EITENZRINSE D, REITEIOREMLOED X T-b 00 BT VORET, 2
BEATEN -2 AT T NV EE DL, 7272, Set ([T DRUE x 23 2l D 3 I 2, RE1TE) y
b 3 5 2 EITH R EHUTED BUERERREITEIZHRE OO DR, RREATEIZ O AL, AL
RILDOT Y = VORI ER T EBOBEZ D120 ThD, MEZ, ZILVETOET LV EFRERIZ—

HO Loop O HITH#EL, 10

9 ZZT, FRLAATEI VD OIT, BAZHERRPTEI L IEBRIITEI O P ICH DITEIEVD BB Th-> T, median
DERIEA,

10 )7 740 (Mh002 . IS, Fe WIS, BRI EATEIZ RIS L7 7 — AR RAMRE LUKV TR
AR e RAMEP RS I, R, PRI EATEI A RIS E DT 7 — A RAMRL B R R AME, 5212, T

MRHRE EATENZRINSE D7 7 — AL - RAMRE BT R - NAMEDRESND,
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4.2  ERESEAT Y 2— /L OB

3 BEEATHE -3 FRITIe > TRIBEIZAR D0, Bl S BLA T Y 2—/L Wy DB TH D, T700bh,
RN ELIR T2 DIEE | BEFR(=—V 2 BB R (T V27 OWDBZ T D AHE W, 235 2
HINEIMEVIRIETH D, BRENLIZEE DI IRIGL 2L S JVS 2T D &FE D72 U, R
(TR LRV O NBLRIRARE ThAHD, ZORBEZRETT 272012, BHRITIRD 2 SOREZ B

T,

B 1OMGE, LR o B FHME(monotone likelifood ratio condition, MLRC) | Th%, 822112
i, k> chrug, £ p(a, )] pi(a) kST _E MR | ORINBEK CTHEENIHOTH
Do DFEY, EOEEA DI E LD, KORHBITEN 2 TR RE VD ZETh D, 1

%2 OEGEN, 04 Bk D™ (convexity of distribution function condition, CDFC) | TH 5,

“hit, A e[l nEELT, HABEHKE REOMOE I KES , a, ORICHD

(a=ny+0-n), )7 & F . £ & ok £ j=0,.,N ic ¢ L T .

il

Fj(ak)gnFj(al)—i_(l_n)Fj(am) NN T HEVNWIEDTHD, 22T, Fj(a) it .
F (@)=Y p,(a) conismmitmcnys,

B 2 DOREZ LI BT IROABZTERL TVD,

fMmE 4.6
(a) MLRC 23SENE T 27201E, 8y AT D AR OB S & 725,
(b) MLRC BX U CDFC 23pisr 45645613, fEEok =1,...,K=1izonT, aQ ZF(TT

5 h i RN TR OB N R 2725,

Uy BEA0, BIEITITER A IR E 2 5D, TeEx 13, BB ITEN CRWRIZEZ B IO LT | [ - [A) 3
F LD THIENR LT L0370 12, BB TRUMTEIZ TS T2358 O 503, 1 2> TRIIERD S <R D030 HAL
IR0, BEHO BRI, 25U —RRBISMIZR LA PR L T I<HY TR 2 P S & o8 H 2 Ff

S TWND,
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AREICTHEE 2 3 REITE-3 RET /MK = 2)%, ZOMBEICRLL TEXLE, AROBIEET
NTEZD 3 DOKEATEIONG | FEmATE a, 23 (@IZBEEL , AL TEY @ 23 (IZB# T2, =

NG 2 SDOIRE DERENEHET T D201, ZNODIREI HO—H2W Ll FEALIZLL D 3 >D%E

TS,

ETVA MLRC & CDFC O 5 3L § 2E 7 /v

E7 /L B: MLRC 1ZES2 3553, CDFC IR LRWET L

£7 /v C: MLRC 23U ZRWNE T L7272 0 . CDFC A3z $ oM &7 u)

ZNHDET NOfREE LT THETd 5,

4.3 3 RREATEN3 B EET /L A (Mh004a.gms)
4.3.1 ETILVORE

RAEOHR, RETHTLORIM, BLOHEEOE . U FOISIET S,
REATEIS Lo DR PR - ik ores p,(y)

pfailure (IOW) pfailure (mlddle) pfailure (hlgh) 0.600 0.350 0.050
pmoderate (IOW) pmoderate (mlddle) pmoderate (hlgh) =[0.300 0.250 0.100
(I0W)  Pyoeess(Middle)  pg..(high) ) 10.100 0.400 0.850

F)SUCCGSS

SEHATEICLOREZICES>TORME A (y)

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

“EEOIE r(x)

rfailure 13
rmoderate = 29
r 45

success

&%, ZNODIEICL > TRE LI,
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pfailure(middle) pfa”“re(high)
P taiture (IOW) P faiture (mlddle) 0.583 0.143
pmoderate (mlddle) pmoderate (hlgh) =(0.833 0.400
Proderate (IOW) Proderate (mlddle) 4000 2.125

psuccess (high) psuccess (hlgh)
psuccess (middle) pSUCCESS (mlddle)

L0 R SEET DIZEGTHITIE FOIT~BHIEE) R E D EH9 226 MLRC i /e 3528

SRR TE D, Fz,

l:failure (mlddle) - [anailure (IOW) + (1 - n)FfaiIure (hlgh)] - 014
I:moderate (mlddle) - [UFmoderate (IOW) + (1 o U)Fmoderate (hlgh)] =[-0.15
l:success (mlddle) - [nFsuccess (IOW) + (1 - U)Fsuccess (hlgh)] 0.00

L VT IUCOWTHIEE T2, CDFC biliit 752 L R TS,

4.3.2 TuTITLONE

AIlE V=7 872 A(Mh002.gms) Z1EEAEZ D FEMHZ LN TED, 12720, ETRLIEZENIZ,
PEEHATENE AR ENE N 3 FIHICILIRS N TIRY, ENBICTKIR LI/ ST A—FRIELATONL LD D
%o UAN 4.1 D 84T A TT rY =/ OREREL T, [H i Jmoderate ZHL<F AL, 9 4T H THLW

REATENES KM [z middle ZFLAT 2, BIRSELILNTELMREITEIN 3 FHHIC/Z-

722EMB VIR TET VAR TZOICHWARZFE IZHoWTH, 11,2,310 3 DEEET D,

VAN 4.1: 3 #EATHE -3 BEET L A DA77V EY) (mhO04a.gms)
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7 | * Definition of Set

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

10 t loop index /1,2,3/;

11 | Alias (Y,V);
12 | * Definition of Parameters
13 | Table p(Xx,y) 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
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18] ;

19

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

22 middle 2.2

23 high 3/

24 | ;

25 | Parameter r(x) project"s interest
26 /failure 13

27 moderate 29

28 success 45/

29 | * Definition of Parameters

4.3.3 ET VA OOWKEE FEBIOITEIZ F Ol T
H 517 744 (mh004a. Ist)iZiE 6 -2 SOLVE SUMMARY 25 REFN TS, ZDHE, | FERRIIRE T
B a, ZIRNSTEHEH R - RAME6 F BIRENTZb DN R LIcb D% JLTHLHUARN.2), 7235,

FEMIITEIOIE) . & CORRELITEIOET VO, 37 4.1 IZFEHLN TN,

UR 4.2 3 REITE S RETET VA DOHSI 774
AR BTN A RINS A DR - _AMEGER Y (mh004a. 1st)

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 incentive 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 MARG INAL
703

704 | failure 1.0000E-4 0.773 +INF .

705 | moderate 1.0000E-4 6.100 +INF EPS

A Numerical Approach to the Contract Theory-the Case of Moral Hazard Page 30



GRIPS Policy Research Center Discussion Paper : 12-03

H. Hashimoto, K. Hamada, <> N. Hosoe

706 | success 1.0000E-4 10.158 +INF

707

708 LOWER LEVEL UPPER MARG INAL
709

710 | ---- VAR U -INF 32.517 +INF

711

712 U investor®s expected utility

BN FHE(2003)D4RE 4.5 IZ DWW THiEET 5,

i

Fﬁ?i

4.5
REATE) 8, VARNADOEBIENSOUARET L TliEay) Thidiud, ¥EZICE-T, a, &
WSERN 2D @, BMFETET D
EVIOHLDTHD, ZOZ LT, T NVOFERMBNLHIF) ic(v,y)BNES TR T (T 72bh, 2077
TV AR ER TRV ORSHHE D) E AL D, ARITEIEORER L, VAR 4.2 121
TR TOMRZAGIL TRV, ZUTREFRV AN 4.2 D 69717 H)E oL, BfsrITE @, &
ORI ET ORIV T, FEmIITE) a, L7355 OHICE LW A 52 2R AL TE)
DFAET Do ZOZLIXRNLHITE) @ 2 Lo T B OB EMAIITE) @, #7255 0% k
[E] 720N LWV FE R SLAE SR DN S TR Lo TNDZEIZE > ThhD, UL, PRI TE) a, &
EOREIHETHRIE T, TALAITE) Q Lo Tc B OIMIZHFE LW A2 B A 51 mA1TE) a, 23
FAET Do ZAUTK LT, AR DIRBIRVERRAIITE) ay 1213, LU EER 2RI TEN AL
U, GHIRIINZHIF 235 B CTRAL T D5 D170, )
D SNT, FHE(2003) DA RE 4.6 12OV TADE, LU T DY THD,
() MLRC #ifi/ & THARET NV TlE, & 4.1 ICRLEY, T, BmITE a, I2BW\ T, Kkl
ZHIW, 1, R OB /e o TD, (T7b b a2 W, 1%, REBUZB W TRB/IEL,
B, BN ER NS E T DIZ O TRELIRS TN, )

(b) SOEIC, AT VE, MLRC 12012 C CDFC biifi 420, rTE) a, (ICB\ ) Th,
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FOESAT W T, RO IS A>T D,

2 4.1 RIS 35 SO Lt EATE O fE D B AR

. e U EEZE U #E%
W, : SCHAZA D Db
5% 7] Kk e MEVETEN
17.00
N 4.00 2.00
H 4.00 2.00
%D 4.00 2.00
B2 17K YE: SRV IVAED]
24.86
N 3.44 1.85
i 4.42 2.10
%) 6.57 2.50
5% 7] K e FEAGR )
32.52
PN 0.77 0.88
Hh R 6.10 2.47
%) 10.16 3.19
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ZORITITRU TR, 77— AR _NANTIL, Fl S8 W, 1, BERICREDS T —E (T 722bb,
ERIANZA) THHI L, BRO HBATTEIZRIRSE DI5GB A R - RO FIEZEK W, (37

7= AR NAMBIZE LN T, BHEZDVA RO 2 BEITE) -2 BJERET IV EFIL THD,

4.4  3EEATHEN-3EETT /L B (Mh004b.gms)
441 ETILVOHEGE

4.3.1 THANTARTEDI B SRR DOHEREFEDNIRIFTLE IR T, EATEZ ORI 2R DR

IZEZ D,
d(low) 2.0
d(middle) |=| 2.5
d(high) 3.0

T BIDETADLFEEORD)  RROMEREZEEL TRV LTER>TEERLFRILTHD)
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A5, GERTOIEY MLRC %295, —J7, T80 R M d(y) L CRA- ik el T

WHDT,

I:failure (mlddle) - [anailure (IOW) + (1 - U)Ffailure (h Igh)] 0025
Fmoderate (mlddle) - [nFmoderate (IOW) + (1 - n)Fmoderate (hlgh)] =10.075
Fsuccess (mlddle) - [nFsuccess (IOW) + (1 - 77)I:success (h Igh)] 0.000

LW FNBFEA LD, CDFC IR0 R L THOZRWIEDR DD,

4.42 EF /L B OEOKGE

BT NVOfFAEMB 4.6 DBLENDH TOKERDIEY THDH(E 4.2),
(a) CDFC 2Mifi 2 &4 T2, MLRC 28 2 STV 5O T, FEImAYITE) @, 1238 T, f
 4.6()DFHEBY ., i W, 1x, BREOEMBIIZ /25T D,
(b) MLRC (T @ S7 T TH CDFC 23 2SIV TUVRWIDET LTIk, AU TE) @, (12
BT, B 2K W, 12, BREEOBEINBIENC Ae > Tviewn, (R TR T~ EH-35L8,

SHLVEEW, 23 16.90 7257250708 9.00 ~EJADL TG, )

i 4.6(b)iZ. MLRC & CDFC D i i3T5 EXIT &, (FALAT T8N 2 24T D Rl 2RI A ik

ROBENMBIEIZ225809b D TH D)5, MLRC 23 2 ST TH CDEC 23ERNELZ2VWEL b L

MATEN 2 IRIRSEDHE T /TR W T, il 525 W, SRR O BIINBIEIC 72> T2 &I, v

4.6(b)LFJETHHLDTILZR,

# 4.2 EBEEHEREITHOBMOEBZRES R RN
u: E2¥x% U: BEx

W, : SCHAZR D TS
BX 17K M TH 1)
17.00
PN 4.00 2.00
H 4.00 2.00
%) 4.00 2.00
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SkYE Y

21.76
N 0.61 0.78
i 16.90 4.11
%) 9.00 3.00
5% ) K e FEMGR )
32.66
PN 2.11 1.45
Hh R 7.39 2.72
D) 9.76 3.12

PR SZHANS DN THDE, BMBATEIZ LOE IO HET VOL5E | FEmITE) a, LHir
HIATE) Q) DNEEFRICL > THEER| ThH D, TAITEIZLOEIIETHET L OLE L, BRTT
B a, &b, HmRTTE) a, T2 THD, HHIITEIZEORIOETHET VOGEIE, IERTE B,

FNEMERZATENT/R N, 2O I, K W SRR 5 TR T DIRILIE, 4.3.1 OTT/LER

720 EONDEIEEI O R o T-b DD,

4.5 3 REATEN3 B EET L C (Mh004c.gms)
4.5.1 ETIVORGE

3REATE 3 HRET /L CELTRDIUELTES, 3REITE 3 RET /L A L~ FHEDIGE
720 Tl R OREREREATEZ EORNHADORELETL T D,
SEHATENT LB - R - Beomek P, (y)

pfailure (IOW) pfailure (mlddle) pfailure (hlgh) 0700 0200 0100
pmoderate (IOW) pmoderate (mlddle) pmoderate (hlgh) = 0200 0600 0200
psuccess (IOW) psuccess (mlddle) psuccess (hlgh) 0.100 0.200 0.700

SEEATEIS EOREFICES>TORAA(Y)

d(low) 2.0
d(middle)|=| 2.1
d(high) ) 3.0
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SO r(x)
r‘failure 13
rmoderate = 29
r. 45

success

ZOREDHETIT LI,

P taiture (mlddle) P failure (hlgh)
. : iddl
pfanure( O-W) P faiture (ml _e) 0.286 0.500
Poogeree (mlldd'e) pmoderate(h:jg dk:) ~[3.000 0333
pmoderate( OW) Prmoderate (ml e) 2.000 3.500

pSUCCeSS (high) pSUCCeSS (high)
(middle) Py, (Middle)

p success

&L BERAMEDS D SL72 3 MLRC &1l & LZRWZ &R TX %, — 77,

I:failure (mlddle) - [anailure (IOW) + (1 - n)Ffailure (hlgh)] - 044
Fmoderate (mldd Ie) - [nFmoderate (IOW) + (1 - n)Fmoderate (hlgh)] =|—-0.04
Fsuccess (mlddle) - [nFsuccess (IOW) + (1 - U)Fsuccess (hlgh)] 0.00

LOPRBIEE Thohh, CDFC 2152 LR TE B,

4.5.2  fROREGE

F 43T, REATHH(=FIIKE) T LD Rl BRI W, 2R L TWD, 8 112, BRI TENC IV T,
BB S W ZHCROBIBIENT 2> TR, A 4.6(a)i3, MLRC 23p(E 3 27251, FitRAYTT
I T, Bl S W LR OB 7258 D O TH D035, MLRC O & ST el
ARET VT, BBAATENZ IS T, Fali 2K W 28R OENBEEUZ 22> TN Z L EF F LR,
52 12, PALAYITENCE WV TH Sl 3 W I R OB INBI R 72> ToZely, M 4.6(0)1,
MLRC & CDFC Dl 5 AL 5L & FiliHA W EHCR OB /25 L0 D0b D TH LN D,

MLRC i I TWZRWARE T /LT, FALAITENZ VT, BRI 2 > TR W I EEFJE L

AN
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# 4.3 REBPHEREITEIOMOBRE IR AR
i u: ¥z U: gax
W, : ScHhgE X B
S D
5% 1K U TH R
17.00
PN 4.00 2.00
Hh R 4.00 2.00
%) 4.00 2.00
BXFKUE: SPVAD)
24.58
ENV 3.77 1.94
Hh 4.59 2.14
T 4.55 2.13
B2 1K U FEARAY
28.93
KR 3.48 1.87
R 2.89 1.70
%) 12.48 3.53
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A Numerical Approach to the Contract Theory: the Case
of Moral Hazard

June 1, 2012

Hideo Hashimoto, Osaka University
Kojun Hamada, Niigata University

Nobuhiro Hosoe, National Graduate Institute for Policy Studies

Summary

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 efforts and high efforts).
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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