T - 11 (CBCS)

& AATA-11
fagg FIs : 93373




© UNIVERSITY OF MUMBAI

WIS Xdg 3. Ferapolt
q-FAT,

WTEATI S JETH YSUIHY

T,

ATEATYh BT HRTHIR
SEISE
R T o eI =T, 4 faemdis, g8

b qH<Igh

SN qH<Iqh

. T afee

eI HEAIeh A0 HEeh el
R T oI AT 2T, §s faemdis,
Has - 8ooogL

ST YT THT THEHR
HERAD LA (L)

R I oI eI e, §s faemdis,
Has - 8ooogL

<. aferer AR e
HERAD eI (7P )

X T R NI, W2,

Y3 faemds, 445 - gooogL.

;O gl o

MRS ASIaTel Helfderer,
HICHITR (7) Ga5 -goool ¥,

<. fawy AT gHesv
HERAS eI d faWHT S

arefemes famT, siwcl . <. Agan Al
wEIfdeIerd, WM, 1. gefamT - 888303

SMaRY 2032, 30T - 9, [SBN-978-93-91735-91-3

YhT3T<h :

AT, TR @ Ja 3T e, Has faemdis,
fA=I=FIRY, e -8o0 o%L.

R FIN TYFOT  : FeIs e geormer,
TR TR, AicTgsT (4d), §a5 - 80008 L




$HIb A IS ShHIh
9) W5 Rigiral geefraT 09
) NREEd I SEM R0
3) SACUIERPR S 49
8) gkl e g FtaT fhwe &%
4) i et N g fRas - 4 L3
&) i depr s gt fRas - 2 RV
V)  SEINRRE T RighT -9 993
L) AR Rigia- 2 943



M.A. ECONOMICS
SEM- 11
MICRO ECONOMICS - 11

Unit 1 : Introduction to Game Theory, normal form games and extensive
form games, dominant strategy equilibrium, Prisoner’s dilemma, Nash
Equilibrium in Pure and Mixed strategies, sub game perfection,
Uncertainty and Choice wunder uncertainty, Certainty, Certainly
Equivalence, measures of Risk Aversion.

Unit 2 : Oligopoly and its features, Cournot Model, Bertrand Model, back
ward induction and stackelberg model, comparison with monopoly,
oligopoly in repeated games and tacit collusion, limit pricing and entry
deterrence in monopoly.

Unit 3 : Moral hazard and adverse selection, market for lemons, principle-
agent models optimal contracts under symmetric information, contracts
under asymmetric information screening and signalling, applications.

Unit 4 : Alternative Theories of the Firm:, Morris model of managerial
enterprise, Williamson’s model of managerial discretion, behavioural
theories of the firm, Full cost Pricing principle, existence, purpose and
boundries of firms, transactions costs, resource based, knowledge based
and transaction based theories of the frim.

Reference :

1) Gravelle H. and Rees R. (2004) : Microeconomics., 3™ Edition,
Pearson Edition Ltd. New Delhi.

2) Varian H (2000) : Intermediate Microeconomics : A Modern
Approach, 8™ Edition, W.W.Norton and Company.

3) Gibbons R.A.Primer in Game Theory, Harvester-Wheatsheaf, 1992.
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Wes Rigard sRaTasT
Ych XIT :
9.0 I
9.9 TRATEAT
9.2 o HhUT
9.3 FMIPR fbret Ig
9.8 TR RO
9.4 TFD/TITIT ENRoT
9.§ 9T A
9.9 II-SRIST/TPUT Wb
9.¢ AL RIS W
9. FeErt drer
9.9 0 M ITHUTIT YD
.99 TR JMPRREHY Wb
9.9 U giRyuid uifaer
9.93 Uy

9.0 3T (OBJECTIVES)

o Yo fafder HeheuHT S B,

o YT PIST T HepeurdT 37 STV Bl
o CHIMUDR [HHT g Tehe el IR HRUl.

9.9 WdEEr (INTRODUCTION)

rfAf3rdd=ar ardraRond, e Aol Suamed R FHEer 8. e
oy Icared FoRIaR 3R arRieR et ufafsar Sl & udw
TG M0 AP TR, fbreT Ig SRITDT AT T el TR
oS THAT Blsct PT? BIFR FeeRl AldToll bedr Tee 30T T

q




BISel. ol 3BT IR PNAT FHOA fIfIY TRTORGHEe SN
HIedTSly Peft S, SR FEeHT, diforey 3nfor SeRT HeeHT, Jed e,
RSO Te ST SR fRde e srefipedraR g STuaTd eeiel
SR, & WITERD WA AT 3Th WesidT R 8T Wb [Agicl U
JMSSRGAT TATAT. 37T bR 3Mfiep Aol soamer srfSf3edr emfor eRor amr
HHTET BIT.

W Rigid 8 aie fagia onfor fivume v Jgwarel omam e Sff
iR ST acTaed 3T JIAGE! UG . HaTccAd fdhar
e aRRT Johgs MU Hugredr goierd fa%igur HRugrT & U
g 3TTe. Wes RIGIATT & foberm iferep Wostg fobarr vear Uedies evritetm
GYHYUT FrATIIT BRUMIT et fhelT GRUT fFasuarear ugirer faeisor ara.
YT T Igac DRUT GIRUITH hefes Tehl WG heted Masiar Jfdeig
e TR T d SR TR PRI PRI AR GleT faeie RIS, &
RIGTT ST i AT (1903-57) 3T e HiReT AT e "W
AT GTMIDPR, FchaRl ST JCUTYDR  IIRIRIGERT,  FECHT
el 3T

9.3 Ferd HPpeuT (BASIC CONCEPTS)

(iepleaT giedT o, Wes & Yep 37T aRIvICT 3178 SAmed eehi-t o ey
3D TS AT SAHLY JifeH URUTH Fedep aeh= By PRugr f+of
BT TR g 3R, Wosred, Hfcr-efl/aifiena fafere et frrag <
T2 HIGCe] ATGUATe T8 Sacila URg ariige TRUITT gk A Weshg Bpra
qg UG Pl ITINIHA qufiel 0T Fd G GRUMHIAR  Tedieh
YRSl ATHTR/HG BRUAT (Pay-Off) JoSIUach 3. YR Woorsal 3R
HRUGTT YT PR TR AT STFIRGTeA] Woslg e JAUfRHT Hiegell STl
YT I el TCeh I, o IMMEd: WoblS, Tl WbrGHro! Iueieds
WRTSAT FBURT A9ea. W fAgiareliel Warg 8 MUk SuiRT /.
AR & TR ISRUSHE ST Weshg F&U[ Hedl ST,
WRTSH! AT AHIT: FYUT WSTHERS 3 el STt SATIOT ehret Wosrrey
IRFCTCT Peitel STITASHH. FHTIC: UHI T dTecid Wobrghs BRY qaid




AT AT/ PR (Pay-Off & WobreAT Jac! WISl [Hasleledr 3ifcrd
WoTgdl RUMHICT & Wes Y& ST ST [Hesum=ar gk gfcrered
PRITT Pital GYUT qULfieT SR, UM aSUATIRIT WorsdT Hleael &
SR W B PR TR AT IR g Weshg TpHDILN FEThRD
PRR DO qebd RIT. Fd Yoslgal 0Nl A&l Bdl, Wesredl FHred
URUTHET Wb o 3RIeT. & Ul Wolgald! el /e Ul fHreffe
PRAT. IR I WG AT SETH OIS SIRRVT PR SRITT DIVIITET
Wolg Ta:d da JURUINTS! ol o b e fAfRrE gRum™
Il FEUITd. Fa UMK FaSTaE, Wergel gk WG DR
RileT & Hfed ST AT T IR T ST Yedeh Woslg Pl el &
YT AT AR S0 AT T8, ARVIHD WS, WAhg UebTel des!
T TTed] ST, SiegT SiegT fas aTeoar STfor Hffeet S, degl e
epeTeT HREe G2 ST AT Il R WIS T BT AR JHeeIg
ShHT BToTdTel RATC STIOT FEUe WHTeAT fPYUTRITST Jcdieh CURTeR T
SATOT ATfEcier queiiel 3Ly SRAN. aRde TaATID IREIRATS & Ul
eIl BRI SR, BIRUT AT SRIfeh breTaeiier icrefieror
TS HTEdIe. Ty, Siegrel Aleiidl 37eed dob FehTel™Isl a9 w4,
CIegT WebTelT Uep AT o5 FUL Il el STy 2Tehel. Tehard Webell SHTUTRT
W FEUNT ‘G-l JRIGRIT BIUR Wos SR WebreHT e febar wefiey
QUTATST RrepuaTeaT ST ST STerIdT SeedTd. JuR-1H 8T U 39 378
i gafer JeT GARTGRIT BIail.

STMRIAIR fehHcT JETAT STAT o Wb RIGTCITEAT e HeheUTT TIE ]
ST ATe.

9.3 SARGR fbeT g€ (DUOPOLY PRICE WAR)

3ITIUT 3R TN ERAAT I ATV ShIfSeTd T eI, I T fAfder avcar
MTSR (Departmental Store) 31Te, SAT SEATTRT ATE “3TFal HHI fhHci el
faepet STTUTR ATEY. it Tfcredelf forefisT, €1 “aret <8T card T axT fefepall
37eft SHfERIS =refad. 3t 9.9 febAa Y Pruarel Tfcrefiefdr aeiad. Iwar
9107 fefefr=a fbAeiiciier uTe SRgedTd, AifcoT SToT edieh febercilcilet aTeiteft
JBUR SHITSeRT TfrATE SUR &R0 SRIGAT. A& €T Y Hfcifeham ATfor
gfc-affeparar THAT o AT HUeT BIRUT Eal GRUIeN FEI 3retel!
T b B g et 31TS. foTiivT Qe et T SieaT <t Tt febeT T
R, CIegT ShITsed fdhAdiiclel ehuTcielt S[eoeiTe. AT Jral faerRuarT godre
BRIt BT Jrel T, &ff, &Y 8. AT TehReary fofefl @i avcilel. Tepal Jrel

3



AT PileR gRTeT HcifehaT et 3RIeT T feeR HRIet GodTd hedlHicR,
T W RIgITT 83T JaeT el 3B

A

Daffodils matching

30

20

Lilies Price (in Rs.)

Lilies Undercutting

10

\ J

o 10 20 30

Daffodils Price (in Rs.)

Teelt 6. 9.9 - fhaa gg (Price War)

SR & 31eft gRReT 317e fTr ITSIRTET S SqRARIAReIER R3] hell
ST SF e JEIT A ST Tl T8 aRII Bl ATl 8 3¥ad 31T,
R e febmreited feeeftuar sHT Rt STIor JfcRaediell Uebe framrer
g fag oo, a7 SAPR WML, FIARIEEET Th GTed] VMR
WRERAATE f3-Arff @M Bafsufy (Pay Off) ARUGR eI SITar. a9/
et SRR & & WergHETel UM T Wesrd v affduare Ue
e S, Pl 1.2 I SRS SAMUPR  fhAqRammeiar e/
el (TSafRT ST, T/ el SafRT ARUMHEY, SaqRIGReI ATl Uchi fébdT
ML GG PoledT GRS fiag 2. IaTeRune, fofell @rear a9
MY A QT AT SHhIfSed arar a9 NS fag erbara.
febeeT g G PRI & SR




Lilies Price

A
il I
*Normal Price Price War
A Rs.10 | B Rs.-100
8
&
- £
R* 3
- * | Rsi10 Rs.-10
3 <
= = |C Rs.10| D Rs.-50
S
o
=
(.-
Rs.-100 Rs.-50

*Dominant Strategy
tDominant Equilibrium

31T5cb_cﬂ' %. 9.2 — fFaa g@'l'_tfl:l' AT RO (A Pay-off Table for Price War).

Ao I ARV aRGATTEIGRIde 3ed. Qleledl Salbsiad Aim
SHIfSTAT FHBUIRT Higeadm Sifaa Mfor avear Iordidpsial v fotefiAr
fIBUIRT AaeaT Sffadrd.

9.8 TIRIT YIR0r &< T (ALTERNATIVE STRATEGIES):

AT Ui e &R ST ghiler STETR T (URT 2o 37raeares 3iTe.
Tre! grredT feRIgeTa R &R SIAATHT JRelell & STalTd SaviTe! TRl 3118
< JHI faRTErep <RdleT JHeaITaR A1 HRUGTHT SR B_el 3R,

Yo Rigiamed Wiefler ARieeied dasi ITe:

"R fARTeIeD T QUi fquT et 31Te JATIOT caTedlT Halcpe fedrarst
BRI BRA 3N 3R Tald g JHINIST Fald SR i gl 3778 &

g TS UV GATYPR SSMERVER AN HRodl. A& &1 Pl alal
IR IR A He Fifeip Agh AhT 38, IET aal A

q




fehHe SIRUIRY UTeleT BRI <ieal Tedeh ey Sl . 10 fRiosad. e

CIPTeTT fbria g M 7 des 0T el et et SATIOT IS ThT
RN S CIPIEAT SR, S FARSID GRU 37Ted T theh o a4
AT PR TR SHIfSed fhHeT I Ieiard. Shifsed FNRICIeT gD
AT TG BT IR < 4T P febeT ST ST T AIS <A Bl
ferefisT afcRaTe <uamen Qe fbAdle fdepr =fTel 3ime anfor uivore,

SIS heledl 100 BYIT] AICATT Jef-Id ITT dICT theh %.10 3TE.

9.4 US/TUTAT €NRUT (Dominant Strategy)

WD FoaTT IREINIS], Tdh WRTSHS WG R0 372 DT ATET & S0
BT 37T 377e. &1 TRIEr Igad el Tl WSS FaeH JUHTc 3Tl
T SORT WRT PIVT UM UTed AT 5 g TWoredT IaTeRUTHE,
SHIFSTHATS! Yol TR faaRI €T, SR foTef= TEHIwHmr GH fhad R
AR del, TR SHIRSTAT 3.10 THT fHaseT SR AT e 3riet 3for
febHel g BN pedRT .100 A, TERIDS, SR feletl= b9 gg o
el TR, SIS A AT SITRERUT e 2.10 THTael URq febael
JEIT JAeAR 2. 50 T THA Blsel. &9 T foTeiIS] TR TR, F8UH, R
HGARIART  PIURAT VFRI  FRRU B & HAewr AT6l, AP
HFARIARI  FATH U A/ fhHd 3178, A fbee
STTHRUT & T g Wb alre! HTARIACRIRITS! e THTeT ERUT 3178,

RUFIH &1 TR WesrguTo! Hees QUM 3T SR careT Ufcede g eral
Il gaf T PRAT IucTed GARIT UM ey rr qiRume e Aieeet
T It IR, SIeaT Qe WbIGehS Ydes YU A, TTeal JUT 3
FBUTT ST YIRUIFT BT THTEITel e 318, aRieT STl 1.2 Fe, UIRUIT A &
Ueh U9 Al 318 SRUT Al AT IR Iga! oy Slal SadT deAT
AT T/ GIRUT W 3T,

9.§ =T ERI) (Nash Equilibrium)

ST FHROI GRRRITEY Teew FHdier -9, & STUIRITST 39T e
SIRIBRIY ISTER0T U™ AHha]. NRTed e Word, Td TR
el TfcReTed e W Ml 9.3 7ed eifdel 3.

STl feball FchaRT TohT ResfAuRATST Tt fehH e e Qrebailet. oTeflel =T

6T SIeT JTARIAERATT PaT ‘A’ mwﬁzﬁmwaﬁﬁr@rﬂ—aﬁ#
WWWWﬁw*@sooaﬁqﬁama ORI

&




ST o] Hehard! fbeel FIf3T et aRf¥erdt ‘A Sgq oo, o=
CIBIAT AT Tl Tqefces UM 3TTg o Udes UfcRaeiiell Tk
©.10 IT W[ 3. S CIbIedl T QM AR R0l 3fed S @
AT AT et fererset SATOr gt Seer feberet eiRur. aper ‘& e,
SIS FTSTRICHET TG T ehIGH BTl AT FRUDT pIurere giRReeria
eI AhT fHsadr JoT fofef! SR THTaAT. Her ‘St 72, SHIfse Soa
fehHefiar TR eseiTel UR, fotetioT ARy fhHe w8urT ShIfSeadTa! dier. It
SETERUN, SHIFSTTHEY T THTET GRUT 3178, foTell Praler dol aRl AT
SHISeT TFT WedNT [Tl =T AT W 3R I Shifsesd 99
W S WBRIY 3R, fofefiordl T AARSI® diel 3MM8. o Iod droiel
qTfEST SATIOT 3TTQIT 318 T SHIFSH STRRVT BReileT fehall AT WasT GRFarT
TabciTet.

Lilies Price
A
a N
High price Nommal Price
A Rs.200| B Rs.150
-
o]
¢ -
= =
» - Rs.100 Rs.20
2 3
3 g Rs.-30 | D* Rs.10
g
=
N E
2 Rs.150 Rs.10
*Nash Equilibrium

STI'CCIW'ﬁ' . 9.3 The Game of Rivalry (Should a Duopoly Try the
Monopoly price)

AT AR 30, & TUT 810 & fofeli= A= fhad ool urfasy. I
HRUT TEUNT fofeti= T:cTl ShIfSexTear qfHehe BTl <Tel SRl el
G PR, fofefi BTEe! et a-T ShIfSexel AT fhHeT 3rieT & orefTd
Bcel UTfeoT BIRUT df ShIfSeas Jae UM 318, AT ShifsesT
AT UM TR HRIST 3R eI &= fofel =T Fare™ il st

)




IS SATges TR fofell AT W b, & Wos Rigiaredr Jervd
R TIEIERr <K T fRTEe T A RISt e et 31
TENT ERo- el el RUMICT I3 et aTfe,

OISt S er T 1950 AT SADTT 8 HehourT Il dell AT Wes
RIgTaTiier TRETATGT 1994 Hed SrefeTiTer et UTRAING Rideariar
1 RIgidTelT e HAIST 3 FRUIATT. ST Al 3T 3% SIHEY §aN
WIS IRUTTAR DIVTE WS ATal arT (pay off) Fers rad ATer.
FEUNSTE, WeoTs ‘A’ il I feed, WosTg ‘B’ ATHET TiTeT ST Iefe
SepeT ATET. Tede UM SaR BTG eT UM ARG e TS 3772, eT
T TTeTl AFEDRT FHAN A FEUIIT BRU Fedep Ul 37t uriiei!
fraear St Taa:A1eT FaldpT SRYeT 37T UM AT fhaT Feamraffimary
30T FHTSI=AT fhal gk plurcdrel Uerear feqrer faem 7 awar. =9
THITIIR, Woorgd! faa eam affor (iyd Ul s geledr Tedid Weld
fepAT Tp ‘For qedler 3N, T, S YT AT HHUANIS], Suetey
YRUTEY ATAIC! BIa! AGeed Tedh SRV RIS T8, Blal TG 6D
HCHIE LRUT 3T R F8U 3f@el ST, 3Feh 18T FHAIST 3R] 2TeheiTe]
STIOT IV IgdeT & T 181 e, & AIATEIRUMY TR 3ATE DI 2T FHANA
STRTICIeh SECTH ATET FEUNS WosTgr! HEbI el TR o e AiTel B3> eI,
W RIgIT dlpe/ T JATUCATET SUSTed ERUHSD (FaS! TH HUR Hae
B0 Qe U 3T HHTT TRUITIEHT IvRcT TRUTH 815 AT & FRTOITT
of ~TgHTer Hed R HTal.

&/ aRgull ag gRuimed er @9l (NASH EQUILIBRIUM IN
PURE STRATEGIES):

STceT TITET Waslg U UMK Jraeiard! AT maRr e e s et
JE/ARQUART UM FBUA AleEel O, I, SR WG T

gferRe T ST ATuIRIST &1 fhaT 31féres UM aTRea, TR T sy
YRUT FBUT ATl ST, & UM AR M3 i Rur uFiicmed
PV ST BT ARl a) ST WHIRAT Sedid, O S9N HIR0T
AT YA UM Iefetel] SO QTR 3. Uepur -IohT fdhdT Tepur
TPAMRAT YRR, Wesrd DRl rI-sRIS/Tpui(Zero -Sum) 3for
A-[I-SRIST oY el STl SfegT WesMHed &l ey T cTegl el
S-YBIGT W FEUIT ST SieaT Weslgd! AT &IFUSl ST 3Rl <leg]

T TH-WooTg Wos(N-player game)=gurard.




9.9 FI-SRISITPHUT W (A ZERO-SUM GAME)

JrI-SRISI/YGHUT Wbred ZERO-SUM GAME), Uebl HIURATIT T =T

HIURATET AICATET SRISKIAT 3T, FaUIS] ADRICHD AT SRIST (TT) AT0T
THRICHD ! (TICT) I IR, TRATeh TeRIoT G Hasuehiedn
II-IRIST/THUT WeoTEfeT (ZERO-SUM GAME )@l T (pay off matrix )
3Pl 1.4 HEY IR Dol IATe. Aredrellel 3Mebs Afiet 0T Feiter AT &
SHEARMT H@lelel dd- SRIIATd. FhRIHD e BrRIel Sofadid @)
THRIHD e ThAM ST, AT QI SHSRFEAT & UM 378d, T80T
AT DrRihed TR PRUR el radide el Fasuhis! TR
FRUR. SR SIal SHEARMT IATeT TARRITS ARG dRide T aToR Pl
R gRUIT g7 3Rl FEURS el 'A' Hed S fIcaTyHTol ehIulTete hrar fibar
qICT BIVIR ATEN. AredTeiier aar IoraT el fdbar ey ‘aY argact i Afrerar
oY fdharT ATaT BRIET 3000 318 3TN FRIRRNATST ATHINSTeh Briched e amaR
HRUYTT UM IS JrileredT SATaATRIIET AR HRugTe] AR 5o,
GleTed] STl S0 IoTedT Ut Feurel el 'C' 30T 'D' Ffre Rl i
SN RO ATORUAATST $AfefeTar &4 -2000 AT -1000 T8, FEUI
TR BIiehe] STTOT STa™ATIey ATIRUATT GIRUITHeS Jriletell 3000 Hefid
TPAM STTel 3R, I WIME, Friler fHosderanr Th1 fierear Trefer

(expenses) BIdT, TEUNT (+3000) + (-3000) = 0. JT WYBTTEY, P&l (Cell)’A’ YD
RO AN SRIA.

st 9.8 — The Payoff Matrix for a Local Body Elections
(Zero-sum Game)
Sunil
o Social Workers | Businessmen
e Campaign Campaign
o <
s 2 A B
s E
88 0 +3000
C D
c
= £ < -2000 -1000
[ = [ ]
| E%
s E
3 @©
o O




9.¢ 3T T WS (A NON-ZERO-SUM GAME)

YT ST WAL, TebT WbIgedl THRIFT SO HfcrReqeariea dicare s¥iet
I THelell 3. 3Pl 1.5 HEY WosedT eledl JAUIIBR WobHe,
IR &7 YrI-L Tl fHebTeT 318, SHIfSe™t oy fofeft a1 S e
IR, TR SR ATt FaeaT s, FeUT Tdd! ©. 100 I 5. 600 TR,
mer 'D' fhar dereft o Hemed geffdeler.aeU,de ‘S ,UdHd fdhar
HEDNT AHICT Gefad. SR Ve SRR W febae 3Tfor get 5o

fhad IRgell aR, AT I RO JTaeis HRUMATAT T, 900 F&UNT .
100 ¥ . 1000 TR BRIST &IaT, TR S 3o fdhHiel RO Jdeid dRal ATl

.60 < A BIdl. TEURNT PaT 'd1' Hed SeifdeanyH oy B. 100 T 2. 40 T
A TR T BT/ gecTial S e T8l DRl
HHTEICT STTUTRT EpUT ~TOhT AT TIRTSY AT faSufehicilel TpuT HefredT
GRAYHT [T doterr AL Fa A’ ST B Sl eIt
AT fhd STTEPRUIT AT TAh! 100 IU HHIGUAT Hejes GRUT 37T,

per A et T FHANST AT IRT S SHRUT €N0T IR 3T 3TTor
I H 318

IRRIedf=aT WU, FEhR! fhal tehid WoMe, Worgd &
FHESTUITAIST TP Aol ST 1 I IR o & ASDhRATHE 318 30T
T ATEl. HEPIATTAT TWedIeT, BHITDH! TepT WIS Ga=ATel T 7 Bl
BRIST Bled. IR-TEPRT W fhar HfeRyeafer THE el WM,
OIS HATRTRAT ST TehHeDIHT FEehY PR ATEId. Tehl 1.3 HET TIE dhetel]
P IS & ISP WS ISTERT AL,

q0



(Non-zero-sum Game)

GTIﬂc'Tcﬁ 9.4 — The Payoff Matrix in a Game of Rivalry

Lilies
Normal Price High Price
£ A* B
E Rs.100 Rs.40
2
5 Rs.100 Rs.1000
: C D
Rs.1000 Rs.600
£ |Rs40 Rs.600

9.% e BIST (PRISONER’S DILEMMA,)

PET PISI, SNeaT U Webrg AMUet FHTET UM faedr degT
qfRuT el WRTeAT figdl ol Affiel Sfor it & &9l e
PRUGRITS! T PISSI 9 ATed. qT, fheeples T=IRAST i arst
SRAVGRITST Oharfelens HAffae qRIT 3Ted SATATST T8 Uep el farer are.
S ShelTell HifiTcTel ST &t SR eI el et TR GART T el IR hyell
SUTTRATEAT T T ST HhgT feret STTet SATIOT SE=ATelT 20 A Joa AT
CTRICT. EIel eI Peel! (ST T Pk UTd qu el {218 81set. S ey
UehHepTefT HealTe ATEUATe URATRIT ATET. ST feeiell Jrhd ATl 9.6 HEd

goffdet arre.

99




el 9. — The Payoff Matrix for a Prisoner’s
Dilemma

Anil
Confess Remain Silent
A B
_ ki 5 Years for each | Zero years for Sunil
g 8 20 years for Anil
C D
E 20 years for Sunil | 1 year for each
% Zero years for
2 Anil

AT Y, HaT ‘A’ HeY ST, SEl WesTgaTo! e U FEurel
ST Sciaeied] SRV Uat 7 BT Hell T, feredT I gdf T
R, GrAleTell il S Beldh! e Mosel. et 78T el b,
GIGTAT 20 (ar AT’ Vet grer au et (per Q) fRrerm fioset. s1fHie o 1fa,
R AT W ay GO Serauaasit (Par ') e el SITSeT (Par'sy).
AT TSI/ quiau) FHANT SRIeI, Griler Pralel del et 3ff-retell
el PRUTT TS Blgcl. STV 2T 3T DT ST YAebofuT AT Hefed
RUFICT SFTARUT RaT AT hefel Rcll, CIegl QraiIal T SRIdel AT
ATYET qTSC BISel. IeaT QIUE! Byel PRI, teaT Tedelell U quredy Uasit

U Ay (&' T) MHard (BarSt) AT A M8 FHobTel 3. BerRIeT
ST 31T Pierd ISTERVT AT SIFTE BEAHT S dTsC MEHET fHds H_Tar
GTNTT, FEUTST ehg et h_UT febeT Qi TS,

3ICUTRIPR IR Sicgl HicRued™ Fféa hetedr febaeiedr demia
The R fhTd ATER AT deaT AT ST YTSRFTT AT dHRTaT TR,
JTIHR TTARIET TUeT FRIET DT AEPRT PRI & BRATd ANIe. T,
TARIHAIT It O FaSuar ThIem SR el JMMed. TS
ferepuarell, Rrpuarl ofor geer frpuarl det s U U

R?



STCIIEITH/TAT DR AT [Fefr™ T fhar Feprardt aadr
SR 3718, ITCUTIRIBR SRATIRIRIT AT STSTRTAT 9T (shares) ATGaUITATS!
T HRUFTET AT AT ggTd HeHTt Blvaren Fulg o9 erebar. Ty,
SR HAFU g (Kinked Demad Curve) 3iR<ca $de  3feUTEdR
R DT UG/ DR TIARRIEAHEY R 3T8T 318

9.90 WY TM™ITET Wed (NORMAL FORM GAME)

AT TIRRUTT Wb fehall TH-1ebTg Wb FUrSl divrciier Al G = (S1,...,5n;
ul,...,un), {5, 5AF i € N = {1,...,n} AST, Si BTV i AT UIATST
IUCTeY JFCIAT g RUFICHaT e 318 : S1 X ... X Sn > RE WG i o dIF

FHT-ARRE SHAIIAT heale. Wered! SUIddl Haes red] T el
RUFICHER Saeig el R gk Wobrgr! Wabeled] UMIdeaR <fiel Jaeie

3R, REW, ui € @M F-ARRe TN Bl 318 SIS WS i
ui I SRR Hed dreduaTaT HAT Rl (S1Y UMK Hed T e
feraraTeT el Atell SITaw). 39, Wahg | dPhdTd 38 SR & Ui
ST Hod ATGqUATET U dhell (TITed] A AR). & STl ald &Rl
ST T & A ST 3118 bl Washg N = {1,...,n} 371ad, Udd WBIGATS!
Suley GRUET H9 i @ Si, A URAP i feledr uid ufEd qed
AIGUITT JRICT S_all. T 8T, Siegl theh 2 Washg VAT, Ieal Weil
S fIeaTHIOr MUY f3-ATTER (AT Tavey) Wb HfHfeIc %o 2rahal..

1\2 left right
up 0,2 | 1.1

down | 4.1 | 3.2

I, WYobTg 1 7 GV &R ST Ted) SATET STOT Weshg 2 T UHICT STelY JATfOT
SIS 318, UI® BT Ufdedl HHid 1 AT Bl Sah/aT 31T 31Tfor
ERT SPHID 2 T8 (IST. ul (R, SHEIDS) = 0, u2 (TR, SEDBS) = 2).

a3



9.99 fRgd MPRRERY V& (EXTENSIVE FORM
GAMES)

IR TP RITERAY WeSTHEY IV DT Tet Wabell, Tl Waslgell T ehell
T BT & PRI TSI 3R, IS DIV ATt SUAe 37Te ATMOT YA
gTTaTl/AT IS A 3TTR & URMINT eove-T, T ATfed) feft 3R,

TS BT ST 3T ST et e 31T ST IT ST SHSdTd Sy & 1) T

SIS, ST ST Teh 31T AUIRY s RAT; 2) PIVIATET S ST,
AT I ST STSUIRT e SAfgeliar 41T 318, WiST Frevm=im srsrar wient

BT hRT. ISTERUIE, ATl 1.7 Ueb STTS 3Te.

/.

TPt 3. 9.9

i, el dffdelel amepet 1.8 & s Al SR &1 Gl JF 3red

SAIER fig A odid argrerar ad (B a1for C gwR). a¥rr, A aifor B C arfor D
oft STTSciel T 3Tl T 37T e,

TP 8. 9.¢
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Tl . 9.9

Ul fael ATPRTHY WRHE WRIGaT Wb T, T H1S, SSAT Ui
M /g (Aaeear MY fSgaesd) Westgelr drey, Hifgciir fadTorT JrTfor
U ATl MSaRIel/NgaRe Ucdd WIS thef(\saii/e v
THEY Ell. WG AL WAL Wi HUIR 8ceh (agent) FHIIE
HITTEAT WRTHEY I el fdhelT UTehR el I FebTHEY Ul BIGUI. SIeaT
B0T {TIeeh 318, AT AGFICT HfclfwTTeree BRGNS FRITIRIREAT bledf-iep
WG NS B (el ST, AaeeAT MSFe FATATSt HIvITer Aiaee
ATEY, AT Yeh ot Siegl Rl MS/fNgaed el Sielt,  degl Yatel
SIRETER AT faRur e R SfTaede 3ffe, Sal. 1/2 =T UGS
Y IIMOT 1/2 FHIGNIE HKID/SIh. Hifed! e Feurel fdgam | (Tal)
{n1,..,nk} S BT 1) FHA DTG | T TP TSGR/ RIGaR BRI 3TTe;
2) AT Y MSIaR/fEGaR AH ATeiT SUeteel JATed. I WG !, SATe Hfeci!
IR getarrd e, Aifed! Ferdier [SeHeer e 3fioseg bl e,
IR <Telter Hfeciedn sTexier feHEeT e IRaUaT TeM 378 3T el
TRl ST, IETERUMY,  3ATepeit 1.10 Fellel Weorer faaR rT. A, Weslhg 2 ol
HIfed e PTWrg 1 7 T fhar B it it 3172 SATMOT X = febar bt ATEY;
quT 1 7 S T St ST 3MTS T ATET 8 WIS 2 AT WA bad A ATel. Al
WS TPl 1.11 TE ATSIT Mool Uil - SRIAAT 3778, Hfecl! fTorT F8uret
ATSTAT TP TSR (TR 31T Qeae=ar Mt airesar) H1fge! FaTedT deler
arey.
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el 6. 9.99
fsepy BIGUATATSY, BPIUTET TSIER/NGAR, DIVAT WRTgel EeTard 3Te,

WRIGeT DI BleTalel JUcTed Ted AT HIUeT Hifed! Femed Ma/fdg
T 3fTe, MoleRIel/fagadier Wesrgel! ATfed! AR PR & W 3Te.
SR g MEI/Ng eprd Afeciredr e 3RAcle, TR AT MSHe e/ fagaeier
JYeTeY BleTalell AREATE 3RIT UTfeoid, 3T Wlg Sucted] TR
feig/TISY e o 2Tl STTOT & SAef ATHI= ST HTTed ST, SSTERUMeS, 3Tl
1.10 Feflel W™, WebTg 1 o Hifed 37Te Y, SR A X Hefefl, TR Washg
2 &1 8 Fosel, U SR AT T fdhar B &idelT, TR WoTS 2 &1 AT SdehT Hivrt

fShaT el 3TE & SR ATEL (TAT Hosel df T fdvar B TaeR ercetel
KRerc))

%



9.9337-E® afRquie quTfereer (SUB-GAME
PERFECTION)

Ueh T8 Qs Sl fAeel TaRaured] e | 3RACT Tl JU-TJed FUreilel.
SicgT HRflel IRU/SAMAAATAUD & SU-WIYRd HIifed 3d, deal &
WIS HISTel SUR FHcile] JU-YBTATSIE] FHIT e, qe-3es GRYUfe
&l YT A T WoMed DT BRd. SR WesTedT Jcdd JU-
WoTHEY 3R I TN 9T FHIST -8 YRYUT 3edra Fecel Sl SU-
o dfchepRedT faaR el STl <iegT Tl Ueb <ATell TRHTIN o 3RI00
AIWeD IR, FI-GBMHEY YRMYeb To/feig IR0 e TS AT T
TS/ fAgHE T e BTereiTel! ST HTfec Ter He-IoTHeERr SRV ST
3T,

Y fHgiamed, Su-We gRqul FHdle U MM WomHed aTaRed
STTOTAT <787 AT GIRSPRUIRIEHT. o5 WesTedT Tedich SU-Ja[eal =12l
FHACT UIMRT BRa e gRu/SIavd/ AT/ IO WuRT
IRIGST & F9-Wd IRYU FHdleT 3. I TaTRepyu, JTem 3fef 3T 3718

I WBTEAT PIVATET TR, T fSPIUMET I WRIGD acie, WS (FgUral

SY-JBTciiet) T FHdlere Uit dRa rier urfesy, ATarmedt dreer et
RYer. RYuT Tsquige T Affed faRgd Weomed IU-we aRyul Tl
Wﬁrqﬁ’qﬁ 3TN & Ueh 2Teq 378 Sl &xles Secg, Pel Jirl 1953 HeY
AR el BIAT M "TAD WRTSel Wosred] ﬁ?ﬂﬁ?ﬂ'\f AT AR
WWWWWWWWWWWHM
ST URATHIT 318 AT FTEATIT A 3118

Fffed WasredT el J9-We IRYY FHIe SRAUIRITST Wb AT Ul
TEUNT HFfleT  ORUT/3AThA/JTaUe  (Backward Induction). HFfcTHRUY
31ehH/ T[cTaIvTeh FEUTSl TRITET FAred febarr aReIciTear FHTHuNE, secaq
fopamar w9 FfHd RIS, Josd AR dd aRuITE R, ST SifcRT
coTeR Ui ST 3Te AT YRIGTUT e JATIOT T &7l pIUTet et Feriel
ST 3T 8 TS o e STl AT AT aTR e, fHofamear ga=ar-d-
JICTT IS BRI PRI I 3Gl A, YD T IRRRIARIST (FEUrr
gD GUTeg Hifed! GERIG)) U ddt waiH ol FEiRa dadd &
TfshaT JRY FTe] &<, ARMeT IRU/SIEhH/ e Irar 91oR Yo 1875 Hey
frfeer forder SRR Pl AT BT BIAT. I TRF UboURIDIAT acel
foparar =R @_ar aTTfor Sife HecierT Ui FTed afvReerdia /iRl
UGl ATGIUATATST SIUTCT fpaT rTell & FEiRe seal. R ar Feoidl ol
T BEATPR/ECH AT Pl Pel, VN AT T AT el R bral,
gl T BeIPRIAI/ECDhT SUGThdl AT@auI=aT Peitd! (e Pal. & fshar

U




gigel Arfeciear Faffea-fafT g WaRITeT e Su-we givgul FFaie I«
3fTed. MY, 3qut febarr S1quf Hifeciedn Westar HRflel URU/AFIhH/ [T
TR el TS5 Qe ATel PRUT AT Yehetdb (singleton) et Hfed! HHGR
BT PRUT AT ATe.

SerexuTe, ARfleT IRUISAHATaUe dIoh -6 gRgul FHdIel SRaur
3Tt 1.12 HE Telt &effdel 3iT8. Weskg 1 TSGR {Up, Ug, Dp, Da} R

&t ST, TR WG 2 IS {TL, TR, BL, BR} Feflet €IR0N 3772, IT ITER0MTT
3 UMY IU-WSIE TR IU-S AT,

P
Player 2\

U
S, 2
52 (3,3)
Player 1
Player
D L
T 2,0
Player 2
R
(6, 2)

3TPeil 3. 9.9 IU-W gRRYuf AN (A Sub-game Perfect Equilibrium)

ATt IROI/SARIHH/ITaUD aT0Red, WIS TS UGBS Fleiiel fshal
ERGICE

1. Pl p 3T q AOIPY-WD : WAG 1 A Bel-TSIIN/ATT SN SR
PRUGRATST A ~SII/ATH (3, 3) U WAl 1 Peil e, e el L
HTST ARSI/ (3,3) B,

2. il L AT R AIST IU-es : Weors 2 3>2 Aiat L fepan/epelt avet, e
et D A1et HaeeT (3, 3) BT,

3. Pl T 1O B AIST IU-Wes: Weolg 2 Weblhg 2 AT HGGcl Ar@qudrdiar T
il e, s Pt U 1St Al (1, 4) BT,

¢



4. U 31for D fohaivamdt Su-wes: Weshg 1 WesTg 1 3T Hiegel aiequaridl D
ERIERSS

31T YR, JU-b YRyl FHcilet thetf-sa<ii/etr (3, 3) &8 {Dp, TL} arre.

9.93 9 (QUESTIONS)

9. PETAT DielR Sy forar,

2. g STTOT FAf3IT GRUMHER 72T FHcileT -t AL ST o TIE .
3. A JATMOT STeh TIRRUTT ¥odiaN g foraT.

8. IU-es YRYUTT/quifereT areR S ferar.

XS
o
XS
XS

"



Jff3aar T S

YCHh T :
2.0 ey

2.9 offAfaadr
2.2 f¥aaaETe fFas

.3 SINGIH SIS IUT

2.8 JAUTRIT IUYhaT RIGIAIAR ST CTesuTer SU
2.4 RIS
& T

.0 FY

2.0 IfTEA

® ST FehoUmT SHSL B,
o T oSt JeheuqT I,
o TG TSV IUR HIfSd o] LU,

2.9 3rff¥aar

ITEET AT 3D GIRIMHYT fas PRIl N St Y8l e
WWW@HW%@WWW&TWW
qTfeeT STrcr.StegT et femT diferedt erar stﬂva@sm%mw
RN ST el AT, T BR fobaT ST THEUATAT T (1S
o) IrAUITATST fhaT STUITATST el qFeaT 86T THIEdT (Bl o). ety
mﬁq&ﬁaﬁmmﬁﬁmmﬁmww
QTR (AT ma@rwaﬁfﬁamwéﬁ@ﬁmzﬁWa@r
%’HTW?T?T@%TFITW mwwmwﬁwaﬁf\mﬁm

(ER TTHTEIU) T8 Teh_IIT RITAT (T §HT) IRt htl.

0



ST 37927 QRaTen qRReTET def < ey i afRore sfifae s
R ST Ydh FHTeY TRUIHTT HHTeIT ST 3R fohdT STl el S
Srepall. i HTey TR gRaciierar Re! SR 3Riet fercepr Aot eroam

YTt IR

JrffEradr srear gRRwT Feof <o 7 wamen fHofumer uamrier S T
RO 3RICT IR o Tedieh fafRIe giRurmHrear duredrr! Arfedt A9 febar
JIETST ST ATIAT TS5 STehe HTal.

ABAT FaSdedT (IR Polcdl/diteledn)3 e FacHed  skr/aeui
K IBIEREIRS ST

pellnell AT ENebIERID IJUHHTTET S pRUT ST 3.,

SSTEXUMTY, IMMYUT JAUSAT SAciiel BRI PRI P YT ShedT Saq QAT o=
odTee fbaT 3R FRTRT AREIT GlblERD quT Afeep fhhraaeiik amem
PTEICRT JRIGRT MEHE JCTau[eh PRI B2 GER ISTERVT FBUIST Al fdbarr
RICRSIRCANES CINR SIS

Aga, R SIS BT IO TTeT 3T S AT FRET TRTeA T8 IR
TRICHT STarRieT Fffee ot fdha/aT A SushH e ATiet 80T, Aidhsid dHT
YR e IR STere It &l ?

T 0T 31T YT TR STATATS!, JMUSATAT IRGH HISTelT ATeft arfesy/
G AT e el TIfRe], SO UGS SR /eenTeredr
3ATIOT gAY RSt e rur erery B,

faferefieprun/thvgee, fomT @Ret ovor far arfciReh ATfedia Jeaues @or
ST MEGRT Al SIS BT fhdT IR T R, SRTRToT
uRRerded, @ T fhcht T Ucaerrar amg fdhar o fadht ever
JeRIIe IR 3TRd o fFraser urfeey.SIRgHi=ar afmmneess fasrsomardt
AT TETE fAfSTE efler e FHTe qiRuIH AT Scdieh IR Srevarei!
STFIT HIfET IRIVT JMILI . TRITS! WTetiel Uit aToRedT ST

2.9.9 WHTIAT (AHATHIIAT):

T &1 TRV BIUATET ST Sl fac. AT <IeT Qe Tebed JRIT S10TelT
T 1/4 3ATe AT SRR BNUGTT AT 3/4 37T HHTAT & TS
STIOT SATKITE 3T 2Tebcl. IRRI(TE FHTIT & ST TRAR el Tl T
TS TR AT IR FHSAT IIATEAT IUeAT ST 3T AT T8
%I, AT 100 AU Tl MY Yebeurdeh! 1/4 AT STeT 30T 3/4

29



SULN/SRALET FTTHT 1/4 TAT JATH FHTIAT GRS 37T DR T FH
JTHATEAT TRARTR JTHTRT 37T

ST 3TTYUT f{suef A107 thahel TR 3MYeATel S1db (Heads) 0T 2UET (Tails) 3RY
S gRUM fesdlie. SR 39T S=UT Jo8T 10T thabel O 50% fdhar (14) areaf
IR S1eh (Heads) HasvaTeit SrerraT febar 50% fodT (14) 37eaf dest AU (Tails)
HouaTE! oear e dY Jd A URUHRAT Al kIS 1 3adhl

IRV, ATOT ShepUIT=T AT o V2 + ¥5 = 1 378,

SRI=IT SSTERUII, STYUT 3R eI &R0 bl TTET Shiedl, HuTedl 3R,
5% DAY 50% ATII,60% BIeaed 30% eTHier 3 35 Tad
BIATaElT 10% I FATeT 37722 ST 50,30 JATMOT108 i & HYuf
(FarfeiToT aiRYUT) TR, 3T YR, AT YR, 50% TN Fosvredl Srerelt
5% fdhar 1/2031T8, 30% THIeT U 2reraaT 60% fdhar 12/20 31T 3T

10% AT FHSUATT SFIAT 35% 3Te fdhdT 7/20,22 1/20+12/20+7/20 =1.

YR T AISIUAT Hed PRUATATS! J4RIRRY DIUE! FTH THIRT B
HRI? AT YPRUIHEY, FHTI D a(~18 IUTT UTH el S35 Tehel ATald STor
31ere SRS IJURT AT SATe.

Ifehfs Faredr & arefl gRu o it Sard uRerw (Freafxy) gger anfor
aRury (fersafxy) & FHST vErer hredr FuidreR fhar srvarar smemRa
3T, IR Y<TepTadIc] UTieetedT TRUTHTEAT aRARIAR T8,

AT TSGRl FHIalar 3R, O QN AEEredl SURITE! UMT SRUIRITS!
IR STl S SATIATAT HIDIERID fiasid qui BRURY JTOT JeT HRUIRT

e HRANT. AT b SURT AT SUTAI o STOr SRRT SURT 8T AHT
EIRUICICIRIRCRERIGRI UGS

R.9.2 3T He:

T TeTer UM oo & |G G gRuHiel Feferd gegrar  JiRd
IR 3, T URUMHTIT AHIAHE o 8 dTaRel STl Tufard
90 Ped U ANMM ARA.ARIA  JSRRUTHE, AT Uh g
(variable) ame-carl I 4o 50%, 30% 30T 10% 3MMed for g
T AP 1/20, 12/20 30T 7/20 3TT8.3T FhRUI AT SUTRIT T
(1/20 X 50 + 12/20 X 30 + 7/20 X 10) % f&ar 24 % 312,

TAGUEbTeT IRTETeR R eRal 3TTeld: Jerrges Uiy Q3R £ 40 a1 Higcel

fAreaatl, TR SruTemges Tf 96K £ 20 AT HigEal Hosdl.
R




T FhRUTTCT JUTEIT Je Wletlel ST fel S:
3T 7 = Pr (I91) (£ 40/218R/TT) + Pr(3mzen) (£ 20/23R/4TT)

= 1/4 (£ 40/23R/4TT) + 3/4 (£ 20/2M3R/ART) = £ 25/AR/ATT.

ARG, SR X1 37T X2 o S §9rey yRume RIcier 31for gl
ferepTetrert FHreadr PR &for Pr2 gR feeft iefl 3rter oR aruférd 9o E (X)
ame: E(X)=PriX1+PriX2............ .. )

2.9.3 gRaceiedr: (Rar, dwEad, 3R, Ia+ ) :

getrl (variable) aRecefierar fibar Sherraraurt mT Je foel sHTOT
TRl foheT fagRelell 3Ted.3arerune], SR werean (variable) #egrr
ufeer & 30,35,40,45 30T 50 3TfOr et (variable) Fedmm gurT =
5,10, 30, 50 3TfOT 70 T3 3 TUE Bl &I GHAT Tl GRacfere
Ufecar Famer SR 3e. uRadHeiicia A, T8 fdhaT 713, Hecard 3%

STIOT T ITTRTooAT YehRUITHEY =T SR GHSIT, HedTaT Ufgel &ar Feus] Tl
fafere fepcpeucar urer dieTosT AH-AHeet e SSffadr ST FearedT SERT
Wg gEaT fopdeucedr U AERgEHlr grEr SeRarder  ufger
R Ter/aRRerdIdler e giRac-efierdr anfor ga=m gaundlel Sod
qiRacefeTar AT & He<d 31Te &l Ufeell WoTg AT TOTSUEHT JAfereh JeTel
BTN T,

FIGT 3MUur 99 onufdd  SueT  (£1,500) 3eicdT & faght

APAHA IS P ABRLIBAAPI & Sellellek  (commission)

3ITET - FTeT feghl SRICTRATST £ 2,000 30T HeZH YFTRITST £ 1,000,599
AP ggAPIRT £1510 I <, T FITHAR PISCAN/ 9IS ST
£510 foeweT I <.

SIEl AH=ATHEY THM AT FeU=T 31 BRT .5 (£ 2,000) + .5 (£ 1,000) =

99 (£ 1,510) + 0.1 (£ 510) = £ 1,500.9%g I AT TR AIGeATT
aReciefterar fF= 3. aRacrefiercrer far N or UaT SURIT el SIS STahd of

3RY TEIT &R Pl IRy AIGeT 30T U Haeel ATl qIS i,
ST fretT FeuIdTd. Wietler ARl &1 fehl Aep=aaral SUfdr ST

NIt IT~TT fomre T o /e9ifaa

13



Deviations from expected Income (£)

hT sh. .9

Outcome Deviation Outcome 2 Deviation
Job 1 2,000 500 1,000 500
Job 2 1,510 10 510 990
ufgear Masid, TR foae £ 500 31TR:

31T YBR, IRRRT foaer = .5 (£ 500) + .5 (£ 500) = £ 500
AT DA /ATBRICT, AR et TUT Teflel SHTUT bl ST

WRRRT fqger = .99 (£ 10) + .01 (£ 990) = £ 19.80

JAMIDR Ufeel! AND GEATIET SR TR HlplerD TS PRV Yfeed

ApRIcier £ 500 o WK erer ga=ar Aresidiel £ 19.80 <7 AR
ferereTTET U ST 318, qRadTRiTeldT Tehar fF=TdaR JTel! ST Aed Sit
AT AU JeATIRET Tedep aRumHT FeifRid Hiseedrear feierre

IR TR 31T T A1 faareTIgR (02) Sf Fo=icrd el 31T,
ufgear Masidier iRl TR faaeTrt RN @reflergR el S

fi=1aT (02) = .5 (£ 2, 50,000) + .5 (£ 2, 50,000) = £ 2, 50,000
qHe e £ 2, 50,000 w7 e AT IRIGR 3TaferdT £ 500.

AT IO, ST AN SfeTel ARG ferereteTrell SRR Wiefiet ST fereft 31re:
fi=1aT (02) = .99 (£ 100) + .01 (£ 9, 80,100) = £ 9,900.

71 farerer (@) £ 9,900 ¥ & 3118, fbar £ 99.50

3T SR FISTUAITST P feherT ATeiep feraret=T aTaRal, SR /et
ufteamyer HHT ApIeRId 3NTR. fHodeiedT ST RFdT 31T A fae
3P YRUM SRIAT.

2.9.% foofa ot (Decision Making)

HHST A0 X guiF PotedT SIF fIht Ap=aiddr T fFaed 3meid.3mur
DI At ETET fhaT fFasrd? SR 31T SIRGH AT axal (SR SIE T

2%



TS el )R MUV GERT Al BT DR <1 YfeedRIRErd Jufard
RATET & Y PHI SIRGHIE. 37T GHS 19U gfeedr Alesid ucdd

Higgeard £ 100 Siedl, ST UM Alsear £ 1,500 a7 £ 1,600
W qreet.

AR AP 3R U et ST 2Tha:

et 1: IUFeT S = £ 1,600 B = £ 2, 50,000

ey 2: JUfRT U= = £ 1,500 TR = £ 9,900

yfgell AepdIged UM U= o UNq ot HAT B U ST
YIBIERID 3ATS.PIVIT AP U Pall ST & ATITAR i A, IR
SITAUT SIRGH-IHT 3, TR 30T Jod UTeI Iu= AT Foef Fre=Aerm el
g % e, WY SIRH-faRTed el gaarl! g @ e, STUfér
e 30T SIRIH AT Seed T 3Reied] IATHed Al Y (01T o
DT & UTEUIATST SMTUeTeT ITeeh RIGHT AR HRuaT Sraeendr e,

2.2 rfHf¥aaaTett ff19s (Choose under uncretainty)

2.2.9 ff¥aaErelt fras: Siefear 99 urem=a (Choice under
Uncertainty: Preference towards Risk)
clleh aRIeT SIRgHTeaT IO |G BT e DT ATl GU HRUIRATST

3T GRYeT AT SSTERT dTaRall. URq & o 3R Has g foeepra e
BICTT. AL ATIV T UTeeD (SR AT AT AbIarId GARIHET
g FGBUIT=aT SURITheIaR oTél dhfore ahral.

AT STl GeT9 PRUIRIATST, SATAUT Yol el ATaRTT feeR ool , Feurol
ST AGeT & JeeiT STARIAT S8 AISTeT STl

SITHRT 5.1 (3T) SRIA I JATYUT SARGFHIAT fE TTerr=ar e qui i
PR ADAT. I Ash 3N TS SUIHA(SUATIIAT) BRIBET <, Feurord
SIUSATAT T UTcTas el SUTATST U BIUIRT Sucherdl UTcfas! AT,

SUIRTET graedt 10 O 16 T 18 Wid dled BRUT S0~ £10,000 T
£20,000 T £30,000 T aTe.

FATU/IR, AT SUANTIAT IUGThAT 10 a0 HHT BRI Sfeal Ica—T 0 o £
10,000 TId a7, 6 I HHT &I SieaTl S~ 10,000 T+ £ 20,000 Tt
ared, 2 T BT BI SieaT ST 20,000 a6 £ 30,000 T aTe.

R4



Utility Utility Utility

B
1Bf=mmmm— 18 18 mmmm e 2
1 (1
16— 2 . ! :
Lo : :
Py T e S |
L S : v
I 1
Ly S ‘ L 3
bl 1 8 ' A ! H
g 1 \ H 8= I -
o ] 1 3 1 1 1 H
o ! i 1 ! . 1
O 101516 20 30 Income O 10 20 30* O 10 20 30
(£1,000) Income Income
(a) Risk-averse (b) Risk-lover (c) Risk-neutral

dhl oh. 2.9 : Risk Aversion

JITAT, FHIT, 3MMUer 34— £ 15,000 T8 3MTfOT 31T Ueh A quT eNpTarIdh
AT faER R ATl SIS 3MUel I~ gUE £ 30,000 Elget febarr o
10,000 SUITAR GTeiT ASeT. BT 0.5 B FUTRIT 37T

JAMPeil 5.1 (37) 7 SRFfdear =m0, £ 10,000 =T Ieq=nell Hafer
SUGHIT/SYANTIAT ¥R 8T 10 (fdg A) 377e 3ATfor £ 30,000 =T a4 Urcidreft
Hefer Iugchal/ SUAIFIAT &R 18 (g B) e diepiaries Aledra et
LT PRI PRUT TP 3TTe, SATATST IuIhell/SuAiIe €13 (fag C)
3T AArepre Hedie PRUATAIS], A0 GRUTHT IT=Ter Ufed Joo

HIS] 2Teha.TTHOT SRl GEIFT Hed HISKT STTRId, U JATIeATeT Tufer
UG /SUHRTE! TUMT RU ATaegeh T8, 3R SuGchel FeURT g
T gfRumHTel e SWIhd e /[SuAII SRS, FHRITTER ARG
ERE I RUIG RIS

I yepRuITe, 3ufa Iwghar E (U) = 12U (£ 10,000) + 12U (£
30,000) = 0.5 (10) + 0.5 (18) = 14 37T,
T GpIaRID ATBRICT ST PRIV HTET feet STT BIRUT 14 & Sufard

SUGThHAT 13 AT Hob IUINTUEIT SR TS IT ATDRIT DIUIITET GepT TaT —
& £15,000 T ST~ ITfOT 13 T SUANAIAT ITcredrt &4 <.

T AB GIBIERID T8, WY AT Iod AT I~ 37T 14 & Ied
R SWIhaT I Serl ARIAT oo, SR AT U SuYhall
TG TTBT SRS IR ATV HIBIEIID AP B,

Fffyaogelt fos: SRgdRar 9 T W= Choice  under

Uncertainty: Different Preferences towards Risk:
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SIRGTH & PRUITAT AlpiedT SToHEd fFTaT 3. Pral SR H-faxTer,
SR ARSI fieiear Scaem aemT <7 e SRd -
gfiipel/fRIges weUA afledell Sk, Sl SIGHRAT Fedid qaid G
SR 3N TG0 Al 8 Had ARGHIAR (ST PI ATBIT - ST B, ST

fomT, SR f&mT, BR/aATEAfIH SmE!, WY o ReR I Sadr
SXdieT ameraTd.

3T 2.9 (a) B ARETH-RRTET HRUMAT S<AIeAT AT BT QTR Shie)
fF1f3T II~T 20,000 31 A febar1/2 FHIE £ 30,000 I~ UMY
AB AT AT 1/2 FHEIE £ 10,000 T I 3G, A0
yTfeeaTyE e, SR Ul Suféd Sughar 14 o, fig A W

SUNFIAT TR (10)37f0r B akler Su=ifiar (18), omfor @ E o) offaer
IS

SITT 3TIUT GIpIGRID ARl Fafer Tufara Suariicra qerr & o

FeredT STIRel F% ITdhdr SR £ 20,000 SIRAT T AT HHIE el 3RIT
ST MGt 2.9 (T) 7T S (16) GR 3T 312, & Giprared Arpt |8 TUfer

SughIuel e ST 3Tk (14).

ST &Y SIRH-dever g o fAfee Icu=~1 onifor @rer Sruférd Icu=~ae
AT IT= MdaquaHed SeRiF S a.3Mhal 2.9 (C)12 T I

GHTeRIe£10,000 30T £ 30,000 SRR Ieu=T FHT0T pRum=aT Arepeieft
T SUGRhelTaTTe, ST 20,000 I A€ I~ UTH HRUGT SuGehell 3Te.

3Tt 2.9 () B ST IRl AHTeIT SLTac. a1 Tehvund, ST Sca=ri
UfET IuGhal ST 1/2 Furegads £ 10,000 fbar Hwregar 1/2 98 £

30,000 3RY rehct T 20,000 =T fATRTE Icqw=rel Heiferd IuchaUer ST
3Te.

E (U) = 12U (£ 10,000) + 1/2/V (£ 30,000) = 1/2 (3) + 1/2 (18) =
10.5> U (£ 20,000) = 8.

SR & RIaT 80 lidh SPTRTET JATHa EA.uRg Ga HHT ol
HGAT THTON Sa=~ fhaT FohieaT Sracita 9RdT-UFSRIcTd. STRI gHT &
areft Yaad a1me St IREM-fRTed =hl SREH EUT STSUITIATST U TR
3T,
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SRGH g faererar & & R AR ST gieeRie Gy
ST ST SIREM BHT 3T Hed FfAd Belr o1, T 3PfT 2.9 ()

TR SWYhell thef 317e.£20,000 AT 3R ITIE dipTarid ATDs!
U] SRhIT 14 T SUTEIT IuGhell UTH el 3Te.

& JATHIT 2.2 ALY Tefer 318, AT g F URET 3T 37ammeR &frst 97 draedt
3R, St e XST AB T S9N RA/GHISI. IR SR IehTaifdfire Seo=~
£16,000 34T TR 14 T ST /ST UTcTes] STl UTH bl STTs 2Tepl.

JAMHHR, £4,000 3T IRGHEHT, e EF a1 WeR S omg |, & Scqw=reit
37T TeFHH 3TTR ST Tl ST ANDRT 0T GRIAT At JTe Tell
TCTRA/IERIA 3.

Utility
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i
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(£1,000)
Fig. 5.2 : Risk Premium

T . 2.2 Risk Premium

TS @hl et SET-UicrpeT e & FETe ARG FERpdTeR. SATfoT
RTINS S AHIT:, G H-Hfcrpel liep qRuITT
e IR SRTICTT SIRGHIAT UTe=T <dTd. 3T9UT 3RY UTfdel 3178 &6,
SiceT 1 gRurme 8iard, £ 10,000 31T £ 30,000 & S0 - IR WfFe £
4,000 3T,

3T AUV GHT HlpreriD ApRren R woar, samed £ 40,000
ST AGauaTdt FHTEIA10.5 M7 ITTFIGT graedr 20 31me 3Mfor 0 =
fesuaret 0.5 HHredr THIfde 312, Juféd Jer w@ier £ 20,000 37,
IR YT Sugehl Beh 10377,

3{uférd Sugehar = .5U (£ 0) + .5U (£ 40,000) = 0 + .5 (20) = 10.

UL



£ 20,000 IT fARTE IcqwTelt FfRIT IUYTHAT 16 ST, SR ShIcT AT
THIBRO YD IRV AR Al <hl 6 Uhdy SUAIRIAT THA. AT THRUId

SR &HT £ 10,000 AT FHF 318 HRUT £ 10,000 =T AR Scgw=rht
SWIhdT 10 3Te.

1y, o <rem £ 20,000 snfé Sca=rddht £ 10,000 <9 adar of
e 10,000 = fafRrE Icu~T Mosg @3 echel STIfOr carelt F= Sufér

SUYHT IR A, M TbR, GRecferd fSfcfehl SR 3rdef ferefeht
gepaRI TR CTRUATST T aehT U SUIRT TRIR 3.

1.2.7 INfyaaEel fas: SR &t @R (Choice under
Uncertainty: Reducing Risk)

Pl TTed dipard TR FESdIT of SREM-Hicdhel aomTias JIRIH-
OH/IHT 31T iU eeiT, SR ehl I ATCRIHE T 3fefipelet a7 e

RigeT, fafder gerear gierarid TR AT PRAFI, TTed AT
SIEH TT@drd. JMTdT 39T i AW auiF wodT SATeR IT6d SIe™

farfreftepvur, o, et oTTfor AleceeEeTt it HifecT fiesq eTepara.
.2.3 ff¥aaareiar fas:fafeerar:  Choice under Uncertainty:

Diversification:

TS Tl ARGH-ORIEd SMTeTd ST dibede qRRed e frder
CTBUYTT Y Rl AT Jral DIHLTedl/EeTeiedT JERTER 37eides fshret
PRI BUITAT/ARUITAT AR R ATET.ID IUDRY fAhdMT STl I
BT TTTIIIT T {1 R SIS T8, 37, Jeiel gu| gam™ et
TRA fhaT oS 3l IRIT JreTell WHT rel @S erba ATel. 3T fashrear

PRI cTelTell STRGTH BT BRUIRATS SATUUT SIS e BT T aRTeT afe ?

fafefirumer gier HH FaT IS T@Al - dJod ey Hod  TH
TRASS gy 3RYeT 3Nef T=TR-U=TI &Il 37Te 30T Jor ST SRt
STAUYT GTE-UT AR 3T

QTeilel ol JATIITRAT JTUT AT DD I (TR BHISR) AT (2T Bl
feep=T febcil hHTS o Qehell & UTg, 2Aehell.
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I b R.? : Income From Sale of Equlpment

Hot weather Cold weather
Air-conditioner sales £30,000 £12,000
Heater sales £12,000 £30,000

SR JTIUT eh TR HISIFR/ AT et I fobdT theh Blew/ATTST fepuarer
BYdel TR TFd Uedel Iu~ ThaR £ 12,000 fdhar £ 30,000 3R¥eT 31O

3mferg Ica— £ 21,000 [.5 (£ 30,000) + .5 (£ 12,000)] 3. THSIT YT
3TUCTT o5 TSR ISR ST Bz fashieed G i IR fafderdm

MU, TR A DIEBea™M M 3RTel Ol 3l Icq~ Aadid,£21,000 3R,
SR BT TR 3ReT TR YU TR ISR faghiq £ 15,000 30T EleY
fashiqT £6,000 HFg; SR d US IJUA R AU TR DS
fashTIT£6,000 3TfOT Blew=ar fashiq £ 15,000 HHY, dluraral aRRRIHI,

farferefiep=ur &hee, SATUT Tl Wb Ty Icqw=Trell 84T < 3111 | aip )
el

HIe B, <TeaT aaTel fehl shHgper Bldl. URq fafdelieprumredn dererr W
AT YT T8, SOl 30T SAT9edT Here fda Yaaue fHefer fafder
SUPHIAST ey dRe AP, SA YRV S FeferT A8, arodid
STYUTEBTET STIGH &Y o Srepell.

2.8 RaawEret fras: fmr (Choice under Uncertainty :
Insurance)

3T 3R UTfEel 38 & SIEH TSUR Al G CIRUIRITGT a1
ISR TR RIS, ATy, el fohwey s Jepamiredn aRiaer

3T, ARG STV leh T BIUMR T ol PIGUITHIST YT foaT
TG Po SITBTICT. SIIRHH-CTRUTET SIS el 8T Th FEUE 37T

foHT RS RO TEURT TETRT SRhIAAT 1T ST a1 AT FH Sca=T fad],
THT Il HT &1, IR BItel 31T, g 3iferd Sugchdl FHT0T el
SR B Bl ARAAHIIhIDS Jod I~ 3R AT THATT Bl RICIRT
ST BT I~ 3.
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HHET TETET ERATAB 10% AT AT hRdT chl T BRI ERHIST
BIScT 3TIOT T 10,000 ORI AP HeT IR ARl IrAdbs £
50,000 T HICTHIT 318 3RT AU T,

GTeftel Tl 2.3 8T T ERHATAD™T JuiT S TIaig S - fa|T Preur
fohar famT 7 FRO/BISTT :

ar . 2.3 shows his wealth with two possibilities — to
insure or not to insure:

Table 5.4 Decision to insure

Insurance | Burgalary (pr=.1) | No. Burglary (pr=.9) | Expected wealth

No £40,000 £50,000 £49,000

Yes £49,000 £49,000 £49,000

forT TRET o ol QAT ST Huxied aeet R ATl & el
QIR < T DRC. TS ERATADBIAT Il UTidral! SAUTEIT SuhlT FHT0T
8l, PRU arel IRRRHE) fRee Iugmhdrel T el e
HINATST FHT SR,

q_\jif SicgT faHT F9ar deel qPAI &l ERCIEY SEESOFIRSIIECG RN

TJPE Hlel el JATTDR, TCATT Teted] RerdiqT Huxirr gedicxur
PeINRT YPUT SUYhell dTGel] TTfeot. JATIOT Huier & SEioRUT =g 49
SATEY hef ST,

Ih! HEHT AT DU AT fdepe BT ST off faepudnd dost 3R,
ATIROTIY, AT HU=AT T%hT TSUI=IT HU~T AT ST O\ T Sard T

T HIST 3 1, SfegT I ARG HRATH/T PR Iea] AT FU B
SR FHAT SRTET AT

SR TT0T & AIgT HeeredT RIGITeaR JTeTRd 318, & SUedlel 3RY AN
T SRI Uebel BT TTgieed SN SIETST Faul BOlU ST RT3 FH
HCHAT TR GRUTHTIT 3TSTS ATl ST 2ehdl.

STTEROTY, SR Pl JeHaTSe/aTss T fAdd 3™ier, o) e fafire

qIETaTeIeTaT UL BlSel DI el & FAIAT A A8, W dre-Tdretehiedn T
AIGAT TeTehg fapelt STTETA Blciiel ATaT ARTeT SFTHaTdReT TS R Jsel.
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AIGAT JHIUITER T BT, ST U1 WA % eIl T ARelel ThUT & &
ROIGAT THUT A< SRISRIT JRAcHe]. 3TIeAT BRBISIT ISTERUIN, TepT
HIUNITAT HIfed 38 &I IRAT ERTT ART BTl 10% JaIdT 3R, oxF
3RICIT, T £ 10,000 = THAF Blgel. AT SARGHIT AHR ST0ITATER,

T AT 1,000 (£ 10,000 X 0.1) TIT JUTET PR TUFT hetl, TR BT
THAHIAT HIST LT 3T

SITAT FHST 100 AT AT GRRRHEr FAFR S AN 3Mf0T 4 J Tt
HUpg ERWPrSAT AT @RET Rdld. AT ot T yederetr £ 1,000 =T

fOrfeRrH/8T SR ST 1, 00,000 =T AT el TR B SATTT Teb<T Ho
I A,

forT ot & Hear ST fRigiareR e T8 9 St IIE ahiTet
Jféra dier qui SIUgT eRiaT I I WHET od. ST UK, THur

TRUMRFHT & £ 1, 00,000 TIT STAD IR IMTOT HUHTAT T IHHUET TR

T ehu=aT SUfarT Jepariive SRl fHZH/EHT HUaTRl ST 31Te BHROT
AT AT YD @E AFEUITE RS 3RI F8UH ad ol [T
HUHIDST WG PRUITIET - GHT SHRUI URAeT RaTeT. SIRI A CTesu T Ueb HRT

2.2.4 Tl fas: A= g (Choice under Uncertainty :

Value of Information)

SieeT GRUTH ST ST <egl UTee & Haifed Hifedrear JTeReR ok
BT, SR 3T HTfEe! SucTeds 3RYeT Ok AT SIRGH PHI o Aehdll. HTfee! &l
Ueh HicgaT aRAFeT dAlep Tl el HISTRICT IR BIdTd. gl ATfeciias
JUféT Hea MUr qui Hifecg U oI ARANT PRep TEUIYUl
e T 81

HfEcier Jo UTEvATATS!, ol el Ul TCI3R/GPITd AaTaD TETT
SATOT JraTelT QRS ShefedT SIS fahell e (fafere susgrar ) Fre &
Jrelell SRarIE 318, SR grel 100 Je dFael R £ 180 Uf ge &
THIRATSIfebHe 3118, R SR JFel 50 Jedt HRTR defl TR A febAe £ 200
3R, TreTell AR 318 & el Ucde Y £ 300 HLr fIpUIR AT, u_q
T ferght febelt 3r¥et AT qreTell T ATel.

g 7 fdehelel F& IR ol TS AN IR AT IATAS! eiear sredf
feheefier. gdter arferep wrfechiferar, smqur 100 e famedr Sugre e &

3R



0.5 3ATOT 50 L fehet SO HHTIT/2AFIT 0.5 318 ATeR [T S DRI
Al

TeileT TTehl AU &I SETERUITC febeil ThT AT ATUR o Seiferr

T 3. 2.8 : Profits from Suits

Sale of 50 Sale of 100 Expected Profit
1)Buy 50 suits £5,000 £5,000 £5,000
2)Buy 100 suits £1,500 £12,000 £6,750

SR el SIGH-deve Sl oR AfYe HifedfREry grel 100 I TRET
PRI, IT AT T ek £12,000 fhar £ 1,500 31 arehall. URg SR e

SIRG TRV 3RATET TR Jrel £5,000 AT BHT ITIATST 50 & BT B
QTepetT.

ol Afecis, 7 fasht il 8lss <, Jrel I e AN, el SR 50
e faght BIUIR 3RieT SATfOT el 50 YT ANl 3Rciel o grerell £ 5,000
T T ElSel. TERIDS, SR faghl 100 BIUR 3r¥eT AT grel 100 o ANTdel
3RACHET el aR JFeTall £12,000 a7 HT BISal. alvel URUR foierer e
I, YT AT A AT 3UTaTT T £ 8,500 3-eT.

Expected value with complete information £8,500.00
- Expected value with uncertainty - £6,750.00
Value of complete information £1,750.00

YD, ey fercTedl 3rdep AT feauardrd! £ 1,750.00 T “RU A
3TE.

2.2.¢ fif¥aaare fas: gieeRIE dqremaer AR (Choice under

Uncertainty : Demand for Risky Assets)

AP AT S H-fIRIES ST, Fas W@y [Gedrd, g fedmyor
TG -SAR HRUMAT AIGAT TR ITIETAD Tl i3 Sca=rer wrea=
AT, dRIE IS NI Ap AT godiEr A9 R fhar BrEl IR,
SRIGSAATIN SR AT e I ST 2ATST SlehT SR,

SIREH-faRIE PRUR lep giedT [Aauerar 9 fhar Pral Wi kg
R derer? TfIsIRATST et ST e PRIT & Tleh Y SR ?
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T g IR STINATS!, JUATAT SNDIERID AT JRTO GRTefurdher
aTfa.

2.2. rffadaaTett fas: ATE™T (Choice under Uncertainty :Assets)

qromEar &5 3refy MY 3 St ARAT ARl 3Nfh TaTg USH P,

AT AT e AT JdTE T (TTe/’Iedth) SUDT TRy B3> ehd],
SR bl SARIS ST FHOUR HTSATer ST, JATURE! b T (TTe/
eAIh) <P FEUIST IRTAR e ATHIT.

UNq PR HermredT ATeThIT 3D JaTe 3Ty 3T, & ATeTHxreal
drer.

HIDICRID AT Hifgd YaTg USH DRl Sif dral Y0 AGesd (FR)
g dIpIeIe HcTId TIE IETERU 318 - T Schicll HHS] ehd el &l
RIET! fbHe DGR aTeel Dl BHT Blgel, SMMMT PIUNET 3 WHI AL
9repe ATET &1 &UT TfeT ARAT G SATHI < TSN,

Alp SR AT AIRARY FroRTefl TR Srsdrd, a-t o) Tl <Gl
PISID T,

HIURT SEAVAST & ITT SSTERU 38 - ST PIARIT SEvaS] SINT Pel ot
m? g\ Adhd 3:|Tfﬁf -dUdy] HIADMT AT IR é'U?TITl' (’H?TQWEﬁ'
8% hd. 10 fhar 20 aufqed gRued 8RR Sefdrelld IRIHT e
HIPISTID IRII.

WRPR e RIa S0 QTR Tl 91, HERMSdT & dT1g Aehell ATHT
HisgTeilel ST < AT aRaifdes SISHEY B A Hob WRehs %
QBT ATIOT TR HepR SIS (SRINAST) o T o e,

NBIETID AT IAe, SR WITET Jle i Hfd 3fde e fSor a)
3ITAU TAT GIPTaIT F8U] Tehall. e Jadie TR IW-CoRT el 78U
3Meseel SUR-SIEH-Hch HICTHR 3ATe PRV d AT BleTaela qiRaer
EIId, HETTSe SUfRIT a1 BIUATaT &1ehT IR BT S,

SATIOT QRITGT STATE! feRT FTasT] Sehcll bl DR SUSIR BTIUUT PRUTR
TE. ST TeicdT HIHEAT 3] Seexungey dar Infor fafesT,
3Te.
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2.2.¢ stfif¥aararel fas:. AT URATET (Choice under Uncertainty :.
Asset Returns)

<l TgTedT YeT SeiedT AT FaTeTos ATeTHRIT WRaT Rl 0T ST,
AT T e Hifses FaTeTed] GEI Hiermwredr el defl ST
grepc. HICTARIaRIel YRl & UpUl Hifees HaTe 3MTe ST <gredl Jedrar 3T
FEU e dRal. ISR, 31 £ 1,000 fhweir dfvs o a1 adf £ 100
TR TTAT 10%URTaT 31T,

SICET Al ATl qad 8T TCip, AUSH fohdT SoR IR Jadd, TeaT o
el HENSTIATCRIVET SING URATaT Hesauar 31Mel dRdld, Siuidso,
SUYIT faeis P, T TSI 31fIeh aTuR(STHNT B35 AhdTe ) 2Tahdi e,
TIAMIHR, MY IFHST ATATIEGR IRATET T=AT A R el Jrar 37ef
TIATG eI SRIUET T GRATdT. ISTERUNY, SR AENTSdT alfyd &X 5%,
TR STUSAT 5% [eh GRATaT HbTeT AT,

JEAIT AT HIPIadh AT, AaUehaRTel ARSI BRI Y=
fAGUTR 37T & BTG chop Sehel ~TTel. T, T cgeh! e Hiefared]
SR IRATeATRS UTETT HICTATa! Jeril o QTehe] o <ATedT URATeAT STUfereT
qod 3. Ul fAfere aufd, arefdes ORaram Saien S fdam T 3RT
9repall, IR SN PICTIEiT FRIAR) URATET 8T 3UTRI IR Sfas SRl
CIIESH

NTORTeRT HTHHed T JMUTAIT ORaTaT 3RIdl. ahT 5.6 Sofaar @ oot
fSeTieR SUfET aRecfdes URATET 1%UaT B4 3778, TR e ¥id HIpearial
gfcrreft FTHATe! aRdfdd URATaT SIgeeTasd 9%3TTE.

SIceT ICiPpasiel JUTET URATAT SR AT <Jeal TEIRT SRhl ool faet @1

WS PR ? IS IR 3T 3T Dl AT ANV haes UferT uRaTeaaRs
e TR AT SIRGHIER Il STeTeTgT ST,

SIREHR U gRHTT, qRfde RaATeTe AMe faee T (0), AT Seihaat
21.2% I THM 318, W DIURS ISAIS! Tich 8.3% 3T SR [eTiarst

3.4% 3TTe 3 ARU .Y SRF. TIEYU, Aau[ehlar JHUfer qrarar fofefer
TIUHEIRT SR e faeeg ST IRATaT Hqferd Pl Tfgel.

34



dhl 9. .Y : Investment and Return

Real Rate of Return Risk(Standard

(%) Deviation, 0. %
Common Stocks 8.8 21.2
Long-term corporate bonds 2.1 8.3
Treasury Bills 0.4 3.4

2.2.% srff¥aaaret ffas: SN ST uRdTaT SR TR §<: Choice
under Uncertainty :Trade-Off between Risk and Return:

TITAT SR faelanfor weidear eders uff el Te. a1 9 Areridd!
epTeT fbell srefct PRI & T Shi+l SRARIT T8, & X 3O y AT I A

R JSNUFAGE ey RUGAT ATEh T {-I‘-IQ-QJWI&’:ID{OL‘IWR:@QT

3TE.

3o Rf &R Rt fieffaR SE9-Heh ORaTar <2ig a1, Sry 37uférd Amfor
IRAfID IRATET FHM ATe. T, TN AR FIARI TaURhIc rafarT
uRa@r Rm 3178 31T aredfde q=arar Ym 3i8.5egel uRdmar giprerd
T8 JdauehredT MU dadl, MUedrell Ucdd HHeg URUTERT QTereT
IS 3ra , U_q faRrE uiRum Ry 8let & SfuedTel Jifed T, &M
IRICIEAT HIeTAIelT SIRIH-Hch HTTHRIVET ST JUfe wRarar Hosel (Rm>
Rf) s, SIREH-fRTe® [AaueeR seIuTel Feieed A8l TR Has

e AT T fahll JIdu[es eRel & SRAUATAIST 3T el &=l &l b &

3R FTIRIT STl ATT SFacirar 32T 37Te 3T (1 - b) 3R e’y @Rar
PRUIRATST ATIReIETT FR/IHST/ITT 3R, ITeT Ul UIehiferaiar STfar

ORI, 3TRUY, BT SIF ATt iaNiel JMUfa IRaTear 9T AR 31T

JRUT = FIRIRTA + (1 - &) RUD ............... 2)Rp = bRm + (1 —b)
Rfeeeiieiieeee. (2))

TS, 23R FISTRTAT 3TUTAIT URATAT 12%318. TSR fefet 4% <ard 3Mfor b =

1/2. ¥ Rp = 8%. & UICHIfeel it aidpeEs Me? e &
QICThITTaTTEAT URATeITeT HTigR AISTell ST Secl. 30T 3RT EIT &Rad

3%




T AR JIRIHTHIDPIERID JaAueprdT Heb 02m 3T AT JHe fererer
om 3178, ATIU 3RY &g 2Tl I TISHIfASTET O 8T ENeblarIey HIeTHredT
Jo5RT T[cTdeledT UICHhITTaTraT 39T 318 op = bom ......... (3)

fifyaaarelt fas: faau@errt fas @R Choice under

Uncertainty : Investor’s Choice Problem:

3MUeAT TTaUheRI & 3qUTeh b AT Feasrar & SRaugrrdt, JATIur yem
SRT SHGIT BT AT AEH-IRATITITTIeIT  gITedpred] goic et
ST 3.

& FHICITITEUIRITST, SATYUT FHIHRUT (2) WA ITSHTO =aT foTg erehall
R =R +b(R, ~R).
R ~R
From equation (3), we sce that p = & , S0 that R,=R,+ £_'”—-f-)ap ..... 4
Jm aﬂl

goic WA IAR Rm - R/om 3, St 3ol 5.3 #& SRgaeamyH 1oy

SIRgHTE fohe a1rg. o Seri @waxt (indifference ) asp @ieer ammed;
I d5h SIRIMH SIOT IRATATT SiTs ST ST Joauear iderd =gurl
TH T SR

Igp Ry feAT IAR e PRUT S H-RRIGD JAqUHERIAT SR &bl
TeepRITET 3RTeT TR STl ST STUTEIeT ORI STegendl 3. gfeferdl-
SR SR U <Taveh GICThIfeTaiT TRl TUITar 3178 37y Ieriial

ash U2 3T goic AT T99f e,

Expected Retum Expected Retum

U,

2
U
T4 P .4
1]
1Budget =00 ol e 1 Budget
v Rl : ! Line
: L 1
I : :
: : R H ! 1
1 1 : ! 1
L ' i i :
R ' i R - ' i
! ! o ! 1 ! o,
o o Om Stan;ard o Oa O %n Standard
Deviation of Retum Deviation of Retumn

Sflﬁg_cﬁ'ﬂi .3 Choosing between Risk and Return anaﬁ?r 2.8 : Choice of two Different Interview

fAfAaaEret Fas: SeHae aF 9 gRtem: oiafa Fas. a9 =
TAIUHER SEE B E{f@ﬂﬁ?ﬁ feS: Choice under Uncertainty :Two

Different Attitudes to Risk: Choice under .Two Different Investors Choice
with Different Attitudes to Risk:
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IAUheR A B SEH-RRE® e, Jred] Aarred fhar aey
(portfolio) TEAT: SREH-Hch HITHIT 3T, A6 AT JAUFET URTdT, RA
SR URaTedTuaT fhfod ST SR, Wy ST A & e e,
TAIUHER B P SIRIH-fAR e A8, T AT i Ueb HIST 3787 T fhred]

e, AT WeATERIe fhar el (dicwiferaier) s g=arar, RB
HIST 34e, IR IRATAT <RIeT IpTare SR,

2.3 S eravard IUT (Measuresof Risk Aversion)

?.‘f” ] H “’Z
.

TP . .4

IR 3P, SIfAPSIeT 3Mel: 8T JATRFAT Hfeigpel AT Bt
sradei(Concave )(TeURE) 38, TR G W Iufiar s
Sxict(Convex) 31Te. HEgH 3Telkg: BT et HIHeh e Td-Sufdid Jearear

SR, GG Afciper SERATAIAAE! ap aeedl QA IqRelel .
AT 3MMeRd: & 3MeRd M Rl Jrawy/Rerdt am 1 3mfor 2 = fféa

SEIRIERICEACIECERCIERE

et 3oy A fodr 78, SIREM ereur & Sou SrfSfEdcar
URUTATYEIT 4T THTRTcRTg GIRUITHIAT TTe=2 <UaT=T Sl 3R, SRT e
TRRRT GRUTH 8, 31ferep fafre aRumHTEr, sfies gearedn sRIsRi fdbar S
IRTeT TRIET.SIGIT TR0 & SRS IR/ ST, ST 3Td STIATfre

3, PHI ANEAl (Payoff) WAAIURY MR SMUfaRT aRieledr
URIERIIAT FeHdT STARAT Ta<ire TIEIHRN ST, ISR, ARG H-faReges
TIUhER 8T 3TUel U Ioel JUTRHT URATAT UITAT TCIBHEY T Sl bl

qur & 3RICICA N SR8 db WA <yl [Fiag ehdl, Wy Hed
THIIUITY TR S ol FHTIAE vl

3¢



A U(W)

U(E(W))

E(UMW))
=U(CE)

uwy)

-RP-»

W
-

W, CE EW) W,

3Tl 3p. 2. AEH-URRIE (SREHT STeUIT=T) hier SUHATSHATRIT
®I (Utility function of a risk-averse (risk-avoiding) individual )

AUW)
UwW,)

E(UW))
:U(CE)s
UEMW))

W
-

2w E(W)=CE W,

3T . .19 SAEH-TCTT Shie IUGThalT/IUANTIAT BRY (Utility function

of a risk-neutral individual)

AUW)
uw,)
E(UW)
=U(CE)
U{EQW))
U{Wn} RP 1‘:{
""" W, EW) CE W,

3T 3. R.¢: SARIH-IHe (SIRGTT QEUITRT) Schie SUGTha /ST By
(Utility function of a risk-loving (risk-seeking) individual)

3R



W (CE) - MAadr @9ded; E(UW)) - 3R Si9eear=ar (Payment )w
SUGHAT (U SUHANIAURT Fed; E(W) - SN Aecedr
(Payment) 3Uf8IT Hed; U(CE) - AT FadedriSugmhdr; U(E(W)) -
AT HigSearedT U Tedrl  SEIRAUIWIRET 5 U(Wo) —
feaH s SUGhdT; U(W 1) - TR SRS Algeedrd Sugwhdr; WO -
fHATT T, W1 - SR STRaIeEaT; RP — SR 86T (premium).

TG echlell & aRReceell Feaseruarl det feeft S veprsu
el g (guaranteed payoff), oTfUI Udh A TIRRT
I diplere Aldacdris.sdedr aRferdi, rhier $50

fresard. arffaa aRkRerda, 1 =i $100 fdhar @EEr feuR A&Er
SRIUIATST AT YeTcdel SI/T0thes dhetl STTd.gl-al aRRerdiardt smféa

Higeel $ 50 31Te, T 31l IR HY St <hl SIRGHATST aRfagefier e ot
Ffch I &HI <F Uclel 1 SFTR Hell/dbell Iral el eRUMR ATel. Ty,

cIh e ST T g¥epT 31y 2rehal.

.8 U Sugwmar IR SR @A SUr™
(Measures of risk aversion under expected
utility theory)

fEeiear IUARMAER/ IUGhAER ARG TRV 3fidh JUTT 31T, ST/

SUGhHAT el TR 3fehal IRl SUR 3feieh PRIfeT/IagRivdR aT
SUTRIAT ¥ & el ST,

2.%.9 fARUer SN eres0r (Absolute risk aversion)

o TV gopdT Niddhl SR 3RIe it &t TToodT Jset.

T, STUTEIT SUYHA/ITIITIT e 8 SF=q0r GRS FHeTes

(tpres wieferd ey AR R o et amaa), U(¢) o v g
AT PRUATNESIIT URaeTedT el R JI8uTe AISHIT Taedd 318,
3RI-YC HAISTHIY 3RY Teb HISHTT 3718 ST RYUl ST STesul (absolute risk
aversion (ARA)) 3R ¥gUITd, 3referrast ool 3RY AN S Seeg, Y
AT & 19 kel el AT GRYYT TG STeauTT Ui FeUe! iawel
STTT SATIOT ATl SR WfTetiet JHTOT 31T

u’(c)

u'(c)

A(c) = —

8o



s ¥ (¢) and v (9 ¢ ant(€) v wom anfer ferceca—/dpad
derivative) TRy, Swens  ww (€)= a+ BIn(e) gy
v (c) = B/ gy w'(¢) = =B/, iz Ale) = 1/¢. 3 gara v

Ay aand Prarr argeiaet e meveT U(C)r ey aRadY
ECCREIE]

xgTeftet arfreaRhl a1 Sereht FeferT s

ule) =1 — e i sugmar argolReT & TR Seh o
(CARA) g vl axvarrd! sifeciar a1me: & ¢ =7 dawid ReR a1e.

affcreraIhgu/ famiees aRyut SIREH S0 (Hyperbolic absolute risk aversion
(HARA)) BT 3T IUGhell eIl Fafd AHT & 3ATe ST AR a8

aToRel STar (fRwa:, (CRRA constant relative risk aversion) R dmuer
SIRGH TTUT, WTeAT UgTl), (CARA constant relative risk aversion) ddd ‘Z{f?E{\UT

SIREH CTeul, 37O 9 HedRIRIT (exibity TGS SUIHAT (quadratic
utility all exhibit HARA) 30T sigciebar <giedn Oy faeages (creard
eT SAUIT/ tractability) aTIReT ST SUGThal theld HARA Tefid &vd

SR T FYUT G1epT T80T 83TCrRrRIhIqUl thef 3RieT, F8Ur]

- u"(c) B 1
Ale) = - w'(c) ac+b

AT e/ STferhiqUl FHTERUIT PRTeRUT (eaefie aTfor qumer FRuf

R HElT a0, S IuGhall thergR (Mg adarar aRum &vd T8l o/
3Te:

(c— Cs)le
W) =—"f
Ry B=1/a gfr ¢ = —b/a oy qamg = & Sea =03
CARA(CRRA Constant Relative Risk Aversion), S A(c) = l/b = const

asmreaT b = 0.2 CRRA am, sy ¢A(c) = 1/a = const,

FeRyATE TR S 2wt (DARA/IARA) srer o (€)% grey e
e IR Clﬁ'qgﬁ SRS eTesur (Absolute Risk Aversion ARAyTT a<iel
T 19T, DARA 13T @Tefiel IHTHT 3778
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PA(c)  w(u"(e) - ()P
o R

afra e ¢ (€) > 0 arer e 3 STl FEUL, FICTURYUT SR CTos0r

DARA 31 g @ral bl IuGthall e & FepRIHDYU iiRu/fiRep 31Te;

oy ¥ (€) >0 9 A=, IARA M= foog feenfacenas umg

Spor oTes a1, o wRart & weg ¥ (¢) < oo v SR

priet amagaaar =y, v(€) = 1og(c)y pARA SUGhell Thef-Ter SaTexul
2

Al =1/c 5 Qg wW)=c—ac’, gy,

Ale) = 2a/(1 - 20¢) g5 areyuRal W o (IARA) wefid
BRUTIT TS STl BerTel TfcTiferee .

UM 3T UG (Experimental and empirical) g;\rﬁ T Cla'Uf
SIE eTeuaTelt YT 3iTed.

TN g 3D WS ST 3 eI eRel 3118, Hf~que-Toie
YUY STRGH ATHTRIGRUIET 3UTT R SR STSUIRATST Uil &
TRttt ufdfrel/aaf A,

’lL”(C)
Ac) = —
SN () u(¢) ¥ DARA i 1ARA sieT sy qaeRedt
a1Te a7for CARA 3feial duied) R aRieit ok, qufutT SR STauarst
i/ FeUd AUl Jfaeigd SRieled] PRRTEIT SIRGH areulieaT
EIELRIRESIRCICIC IRV IS A

2.%.2 ATUET S ST0T (Relative Risk Aversion)

ATIe SR eruarer (RRA) 3R Ui Ao fdhar amder SIRd eresvama
UTieh UL TTetiet JHTOT TR et 3118
—cu”(c)
w'(c)

ARA =1 fimdia/unlike Sl T S—1 7 3med, RRA & gRHTor-aHt
THTUT 3T, ST T & SR RO AT el TRYUT ARG SIS,
e 31et e Arver SR ereor (CRRA) ST1OT SeumR/aTeurR ATver eveT
creor (DRRA/IRRA) amRer ST,

R(c) = cA(c) =

82



AT AT PRIST ST ATe bl & ST STebUT Ueb J¢ 7Y 3ATe, SR SuGchell
Te & GG Ufcidber IRET SR HHTT geeld 3RTel S € Jaeid, Fgurl
SWIHAT I € aR DICHRYY dfedeh/3madder Fi.ReR RRA gt &l
STURTARA gferd @all, IR Ielc g g 79, ReR qrier e
ey fftre werew reupt(€) = 108(C)gugar e RRA = 1 gfm
IRA. MR-VEH  (intertemporal) o I, oNcR-URH
RO SFdferebT STebal HIUE ST ST TUIehTIRT R <beil
SISZRICEEIEN

e (isoelastic)Sughar hel

clr—1

I—p

u(e) =

R(c) = py Rer wamier sl 2t a7 e anfr Su©) = 1/ Pz afee
yRReTIeafmar <9, Srerf = LI'Hoépital @1 fre arRamr oRy
ST AT Y & ST SuGchd aTeciid @Y B, u(c) = log ¢, 3T e
TRYATS ST PRUITAR ITITT THTG ST iR T,

2.8.3 *RU& T W SNWH Sroul aredui/ddt HRuI™ R

(Implications of increasing/decreasing absolute and relative risk
aversion).

fROer fhar TTer SR T aTeauT fdhaT dHt avoT, ST IT HeheuwTaR ofel
<hfereT PRUATH TIgT PRI Wil FRd TRV, Teb ST h AT AT Teh
SR ATeFE I&T (portfolio) TR PRUAAT HEHTd ISR
IhiaT Fu<iid e 8ld 34@'(7[, W A Iy (Portfolio) IRTAT
HNPIERID HIATIT Sergdl AT dledarequard (fdhar sraRafid aor
fear et o) fase, SR uRYuT SIREM T 81d 3RIeT (fdhaT T foba ared
3RIT). AATIDBR AR & TGS (quadratic) TRET ITIhel Pl dTaRor

TSI, St dTed! SIRGH STRUIr M RdTd, BRI ATl AR
TS TRUT 3777,

MY, SR TR SRhiedT AUiFed ale 8ld 3Riel, o) al/dl SiE
IRTT ATTHRITAT ATRIARRIRTTE (portfolio) 37eTc: ITE HRUATHT TS et

(fhar araRRafcia Saur fahar @t o), SR AT TRIH 4T B 3RTeT (febar

qad fdhar ared 3RAeT).
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Al (Teraee) sriemaTdiel T UfeHMMed |, Ave SR resuaeaT
IS0 TpUT S7efeaieeeler Podred] YT HSIrar T1d dieal.ga-aT eald
AR TR, ATUET SIREH STosuaTaT el ficenT 31fiies areet frdeT Saream
AU eerenT 3TfedaRdaR YOI et

2.8.8 AARIE RAGIa: Portfolio Theory:

3MYferer ATRIIE RIGIATHE, ST S0 & [AavfepaRTeT iR S
TP RUAATST MTaRTD 3RAelel 3TN ST Aeca /qafy T8u diofel
SITL.SR [FIURPaR SIRGH-SfoRIE SRaciier, TR o 3 TR Ao e
CTeIU[eh ReiTel, TN TeaT ST SfetedT AIGRITETaRIeT JTeTff YRaTaTr &
SR e IFABERIST SRR RIS SR 3RIeT IeaTd
[IqUEPER  3TleaT HieTHiell UTEMg <3eldY, SRg-axarar foeqgd
yoft/auive i 1R, HROT JTaT YR ASAT FHIUNT AT ThReT SR
CIBUAM BIALIY S &l [aaufehlerlel URdTedre A feeer F8U
ATel S, e AT P e I s Mgiamey, fafde

T SR R Odefl SI.d N-2d1 Heded! &0 N-ear e Feu
HIoTel STTATe (They are measured as the n-th root of the n-th central
moment). SIRGTT TTBUIATST ATURetel fiFg A fdhaT An 31T,

dE(c)
A=
do
A - dE(c)
/i

2.8.Y4 S STSUATAT U SUANRIAT SUIRIAT 94ieT: Limitations

of expected utility treatment of risk aversion

SIREH ST JNfad IUMfaT Rigiamr gfieoM aued egH-alg
feofter foperor aAvoT e 3Tefie TR,

Hog e SR fel 31 bl S H-HicRTeR,  STUfed-Sugehel-SIReId
SR BRUIRY &<hl, Si PIUITEN YR FUiedl UIoOIRET [...] JFIR
YRR FHR < o of $100 e fhar $110 e, e 50%

HHIORTE 50-50 PHT Rl S1,000 THEGUIRT fhaT PIUREl apd
fArequaTt O,

Yfee 3Uférd Iugehal RigiaTear T aRUMHTER 3fheti1aced] STERIERCIDT

PRATCT.[PRePIos SUANMICT B! S T8 SFTRIIST S STSuIrT

AT AIGAT TTTISTel Jihd gidped HURme SR Sevard Jid
88




P THR SffIara e difeeledr TR U FHTEN T80T Te
fIGIT (prospect theory) JTTOT TRt 9T RIGIT (cumulative prospect

theory), &R URTfd, 3T qfRoUMe dhaes Sifcr Huiter faem 7 eear we foig
(AT ATRerl) AIUe Hifel SRl JAfeT Fgurot Ufcrpfcr STer
(reflection effect), S fawdia (reserving) SRS SRGIAr.ET T9d g
BIETHT M7 CIDBI AT garal / gdAs  sreforel  foaRam e
[ERIERMEY U RAGIATeT U 9F T8U[ WX Bl g9 GRumH &
FHRIHAD FITITT [I6g TPRIHS SO g UTe=aiaT & M@l
SITOTRT AT 3778 ST IR HRIETeIT ST ST Jeal Ald SRE T STesard
SATIOT STegT SR T ST AT 8T AT el ARG TATDS

SR IETERUMY, T&IP <l & 4,000 AT BRIST FauIrear 80% Hellvar
3,000 =T Tep 3T BRIGT T PReTd. IRy JPAHINTO!, Sieal AH FHeT

HiSell S degl 98 lleh3,000 =T M3 JHAIven 4,000 =ar
TPATIAT 80% AT FTET T

URTETA/IRIga T T (TR AT ST STufarT SufehlT Tetaepell fadre
3178, 3RY TEI &Rl ST & AT YebRedT FRTUEDIHRT S ARG Tl 3Te o
fAfEraoa STRa/R1fReh av SIR(TRAT 31e). S vaia FfAa Jwster SITard o
T G AIUE SR TR S8 T TDRIHD FHATHE
GG gugTedT  goHrdal U dobd SR ST SAffEar  fdar
gRecefeaarel foREpR IraREdT Mfddaedr THERIST gk TR
PTG CTahdl.

WRTEH/AfIpTETel SR gRfe Fseufar @mar decesd Siean
AT HRIET AT, DRUT AT [T PROAT 3TTell bl dfched FRTERIeT
gTaTe e PRUINATST R YR ATRI. R, Yol faea qurquie
AT T HYTET SHS e, W Fed PR Dl ST TeheR AT fohal Higar

THTUTC SATOT 37cdie] FHTearell Jcfetell 3 gl THTd Halfd SR TrIferd
3,

.8.€ AP fRaThaIaed ATHSI+e FHS AT FRAT (Public

understanding and risk in social activities)

IRAfAD ST, e WD GET, Il IR AT YRIEFIT BrRIBRY,
AT STLATC/ATDPRIT Ul SHIEH-IfRIgS Srara.arar 3l 39T
Bl & O (PRIRAR iTesauiear ML) Sk wHT axogr Rl
PR, e SARgHTeAT fpaTepetTe Sugchdl THUATET GIeT YcehRoral.

SRE PHI PRI FelT GEfer eR @R Few@rd 3118, Glberd Pl J
PRUITT fhAT.SUYherdT FHAIA T JadT SIGHIR dfad ®RIe feféeam
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TSI IfETTd Febrel v 81 QTehel. SIGHTET HISH e FH, ST ISTehI

fFofeR TrTer Trebcr , & 3T &1 3TTE S <T8T QU U F8U[ 3AfeTehs JIosdcl
e 3T

e

L]

HelredT {dT, S T AT 30T Wt HSM, AT TR SHGH-HfeRrelt

RS dafeig sedr med , Irm 312 ST Bl i JeliT FedT
BRIGT 813 Ahell IRAT 37T fhATheII/SUBHIRIT el STl =T

YT HSMIR SITHT-2Sd FeIie JEHNT qdel el M. URY, & Haw
JlHT I el SIFTeR G BIVIRIT JURIT ardqUuaTaIo] TR delel

STET(3TREIeT 3TTe) JTOT T J& A& HTe PR TRl HERT e, IraT
37 IIORSHITIST TR AT BRI FeauardId Tu pHT Garem Iyetey
Aled (o Bl Hefledl dXIvideo Xl HeM TR DXU[, S diedd

STTETTET ST ST PRUT), TN BISIUT SRAT Th PRAT bl BT ot B
P JSHTITER 4RT 3G NP LIpTardes Pell PRUATT T PR TA AT
XIS, GrodTd AT guiedT Mesedl Heol MR, I FRISTT 3y 318 & ST oA+ 1
e R 3Tl Saret ST, O Tad:- o] AT RS AUIRY & A,

HEAMT PTal THIVIT SRIH HudTe JATaeTehd] A ... AFsd T T
qIRReRIITT by SR TSI f chodet.”

SR eTes0r (Risk Aversion )

NPT SAGH el Tedl gRied QU PRSP Rl FAliord redm
TEITHITE 3R ARTCT T ST SchidT el fp=epres STATTIT T BT febalm
3 SAHE JIRIDST Heeu=ar Ieo=rar 3ufed R = Ff¥adas a9
SA/RFHH. ST ShT aTeTdT TR ATDIRT o ARG IR, 3TMMIBR, ARG
CTRUIRY &gt 37eft 3Te it fFfRuUT feetedT Scu=TTell THM SUférd Ieu—~1
IRICIeAT SRGHTAT TRV JTHY <. SIRG T CTeeul &1 SiRgHegerd Fafed
AERT gt A8, ARG S@udred] I gxiiesd alld BR S0, JATSIRY0T
ST fAfe FepRe=T GIeRIURET v M ST,

SIRET TR & gxit ST IUZhHdT HISTUITeaT N-M UEciia T8 hell
SIS Ihd. SIGIT CTBUI=ITeaT I~ fhveples SUAIFIAT &4t 8ld Il

DRUIT YT U~ dled.
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T i~ H__um

TPl b, 2.%

U(l) & N-M SUAIfr %er 95 e, 8 AR G sral 3Mfr &amd
FDHRIHD IR I FGUISTY egeh! HIVET SR Scd~TTeT ITET <l 8T dIgh
SeuiiaTell 3rdciel 3Me.8 3 SUfed Bl Qe cchiedr Sl AT
SUIIIEAT FHT BId BRI AT Id~ 1G] 78U, ITAIFIT Igp 8T A H-
afRige fbaT SIEH-HfRIET el Sefia.IaTexvume, 2.37 SU~TRIE.
2000/-, FhI=T ITIHdlT 50 38 SiT 70 T aTed Siegl AR Seq—~ o, Rie

ared. 3000/-. SIS I~ B, 4000/- R dTed, el ST 75 R=fd
aTe.

ST FHSIT TTET eehiel FEdTe Icd B. 3000/-3778. Tl T aTofel SR
WRUIET TdE ST STy amed &1 1000/-390  fSiduarEt fahar

THIGUITAT 50-50 Heft 31,312 UBR, RNiervamdt Fyreadr ¥5 fdhar 0.5 3. SR

a1 SiepetT TR AT IU dTg 2. 4000/~ BT AT SR AT TR &ReAT TR
AT I ©.2000/- T ERRE.

eI giRummHTeaT a1 gfRReerciieT e Scu=irer 3ufard qaT e YeleTsHTor
fT ST E(V) = 1/2 x 4000 +1/2 x 2000 = Rs.3000/-.5R S SR bR
R ArIIHS LI I~ (FEUS . 3000) MU0l RIS <greaT
SR Ieq~Trea FTedae U Jod = e M I, SEH
CIRUIRT <TaT IR THRUR ATELBRO ar AR aRRerdi wrear
fArcBenciTedT STUTRIT SuGcheeall ATERTER 1Y PRl (F8URTd dl f¥fepel TR .
4000/~ SATFOT T BT TR 3. 2000/-),8 ST el HIRVT IUTET IJTRIHT (EU)

=mn U (“6 4000 + 1- 1t U (. 2000).

aRIel 3Tl T ehid! .4000/- URF75 Iugdharegiad. (dige €1/B)

3IfOT . 2000 URIT ISR &1 50 e (fdg A), a1 i FureaduryT
STUTaTT SUGhell WTetlel SHTOT 3RYeT
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E(U) = 1/2 (75) + 1/2 (50)

=37.5+25=62.5

N-M S0l g U(I) He fard Iugehar & fdg A (2. 2000 off
<&fer) for fig B (3. 4000 off Afere) T SSUIAT |Reb cflel AB-

SR i@ 9hd. M_ (2) D (= 62.5) < M_ (2) C or Rs.70 Rs.3000 with
certainty. FoR TR U Heandl Hfd T Her arem 2. 3000,
SUYhcrd JAURIT e M_ (2) D (=62.5) < M_ (2) C fdaT Rs.70 3 o
Ff3aE ©.3000 =T IO WAl MR8V, @R Shl TR
YRR el TR IR DR & RIS YRAT IJeo=red HHT 8l
eIl RIS SUdes 318, Al RihedR’T aR .1000 URIT fHBUIRT

SUhd AT THT < SR AT JIRT &ell R B, 1000 IR HGORT
SughaHeler dIeT. M, IR Iu=TredT FHIGT [HesuRy sufarT
QUG B AT ST A0 FAcseeledT SUThUal 4T 3.

YeTreaT Iy fhReplos SUAAIAT el SHed™ Qe ehl =R TR
TTo5aT. 31T hITT EehT CTTRUIRT h! 3R FEUIATA IRUT dT FH 3TUfard

Ao 3ol SITRIVET (S RacRierr fbaT SIRGH >0 3118) Ffdcs
ST (VBT ST UINacIeiTerdT T EiTehT ST 3TTe) Td il SSTERUMe,

©.3000 o fRE Iu=1 (Y ool @RRY, el A SRS et
ST 52, YoM 000 U fSehuarel! febarr THrauar=it 50:50 |eft, 3for
R 1500 R vl febam THIGUATET 50:50 el GHAT JIRI
ferasepcitl STUferd Hedr Riepuarelt feba THIGUaTd FH Gl 1/2 (1500) +1/2
(4500) = Rs. 3000. 3R4el. N-M  J5hraR A9 (G-—Y 2. 1500 AT H----
Y 3. 4500) SIgT GH 8T U IRe RIS PIedl.g 2.3000 AT TR o
HEATIRET 37UTerd UG S2fdcl. 3000 F8UR UfeedT SFIRMET M_(2 )L <
M_(2 )D. df cOh! EAT SFIRMUET, SIMTE URUERT Sod  JHION
USRI 3R, UfeedT SFTRTET UTET agal ST &H! aReceferar
3R

2.8.19 SR eTes0t ST AT (Risk Aversion and Insurance)

SIRET CTBUTRT Shl <TelT BIVIRT &bl STSUITATST BIal S SUITRT ~EHT
TIR 3. I 37f SR STBUIRY eh! TRATETAT IRY 95 S, it famT
HUAIAT, SR Tl Ao e Sl W el srier = srfFif3a
IRUITHIRTE TR e ST 3Te.

SSTERUTY,  FHT TETENT ShioaredT Hlered] BRI Sca—T 2. 1,00,000
318, SR T BR AN Sd @Teh &Tel TR T I~ . 40,000 3778, T

8L



R STgT W BV SRl 0.4 TS IR T 1.8 WTetler JATpilel TIE
el TS

»
>

Utilit

Utility (u)
[

L=

o
r

W, EI(C) E(W) Ws  Wealth (W)

Gl . .90

SR e ERTET 37T ATl STOT & Sfog Weh $iTel T} AT Sea—~T 60,000
PO (Wi ) gdd e Eiser. i wiwmeeR anifde gea 2 (1,00,000
(ws+ V2(60,000) = ¥, 80,000 (E(W)) 3M&.%.1,00,000 M &,
60,000. =T & AT TRUTHAT SUGHT EHEY U TR JURIS BIeell
3118.3.80,000 =T 3MUfeRT Hedrel IuGHaeusl M_(2 )D  F8UN E(w)

fhar 60 THT Pleclell ST, Sicgl MU U ¢ I T dledl,  deal
JISTAT 3BT Pl Uep AT Icq=1= I~ 70000 FEUNIT E(c) e
TR JUFET JeATHTOR Sugehe ! <cd(®. 80,000). T 37ef 3T &t
SR TRUIRT eh! foT HU=iell a1l %, 30,000 TR SHT RUIRT TIN

IR (3. 1,00,000 - T. 70,000). T HUT, SR ERTAT 3TRT ARSI
3TIOT STe&T WTeh ST T 2.40,000% JHAT TR PRUART F&HIT
LTS SO @ U ShieT ST Hes T STl fhaT SiTel A8l akial
GHIgEe Iu~ vl &l <. ST <ol & wdid aEea g
IR, 3 e e TepReT SHREHIRATST YRAT feHT TRET RaTaT.

2.4 AR (Summary):

SRgHITEeTeT APl JiHed QU BRSPSl FHIToRT TeIqadmed ST
SIhET S forRepies IURIFT T 81T oY aetd! IR TPRUAN THR
<Sel. T gl Wes fdhar TR RAT 3ME S RIS {Hesum=ar
IR SUfaT & = Mg G apd. ST earchl gTofel SR ATpRa
T SIRIH T, STMMVPR,  SIRETT TTGUIRT 3RAT 318 ST (3w ferear
ST FH ST ST~ JRIeIedT ARGH AT SFTRTIET HTE=T .
SIREM TIRUT & SIRgHIgeeral Jaid AMT gl 318, SREM  CTeaudredn

8%



gaiesd dllh TR SIUl,  ITNIRUY Smel fafder geRear glediargT
ArRITARATST fIHT ST

2.5. % (QUESTIONS)

1. 3ffSf¥aar sfor e Iiaid fRers ameR ves Ay fors.
2. JFATETAT I Fas T T
3. S CTBUIT=AT IURITR S foraT
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TSI 2

TR ufam ™
Ych T :
3.0 S
3.9 URTEET
3.0 SicuTebRrEr 37ef g Ifrey
3.3 r Ui
3.8 Scisd UM
3.4  ICPHATT UiH
3. 9RMT
3.0 Uy
3.¢ ey

3.0 SfEEY (OBJECTIVE)

® JIUTBRIAT I REIT q ATTTITAT 3TATRT BT,

o AT JUTIIAN UfTHTT M,

S

Seied Ui STITHAT.
o IHATT YT MR,

3.9 SRATEET (INTRODUCTION)

ORIl TepRUITHEY STeUTTeIepRTedT e (fafder srefstiedT), sfeuTeprRre!
IR, PAter Ul sefse UfeM |, Thataiier UM ST ram
PRUR 3ATerd. A7 fafder afemmieh fea a wmerier fear <@iier ar geurd
SMYTAUIR 3TN

3.0 SreutpeRmEr f g afdrey (MEANING &
FEATURES OF OLIGOPOLY)

3.2.9 SreUTfImRTET 3r2f (Meaning of Oligopoly) :

feUTfepRIT fchegie ear Jifciery HHT 3. dToRYSd fdsheare ot
AT 3RAC. STUTfAIBR FEUNT STOTRUST fAshedT=al TeT T SRI0T 8.
TEU <7 JIOTRUSY JeUTRDR JSTRUS 3RY T8I,

4q



DR Tl Fsid ‘Oligopoly’ 3R ¥gurard. ‘Oligopoly’ & Ui
g1es 318, ‘Oligo’ F8URT ofts, ATehd 3T “poly” F8URT IedTah. T
‘Oligopoly’ IraT 31f IS I, HISIhd IcUTGe. T JUTEDR
37ef 31eY fdspearellel Tt ST 81T, TSRS fIhTST 3ot aHT
Sfacsd 9aT IucTed I fehedre! [IhiaTdl Tuef arefd. Icarera
ST ST faishl <gTdT ITATST AT8ehiHT Tet el ST, 3fedTieienry

SISTRUS 3fieh aNTa] fog AT, 3T, HIeRT, ot Sueur 3.

JTCUTRIBR FEUNT JINIRUS fIsheidl TeT 31y 0N T8UToTd &t ST

BT

o TV RTUT 7, “ITUTIRIBR FaUNT STy idhrTeer ¥aef 81.”
(“Oligopoly as a competition among the few.” — Fellner)

o RGP ey fIshedied ¥ugl ™A, Sieal Tl SRl
gfeRudd  fOhaagR dhedT ST Wl [daR &% 31

Ty SRUT SR, oft 3TaReT FeURT STeUTfRIBpR 81,

o AUl JTTAT Y, “SAT SIINIRTS fIsheiely AT 31T 3R, PIvATar
Tt fshearrell oeft oISl Hewayul Srefer 3rerm Reercfiell fedTfée
o Sifel TENeR AT 7, “areft aRfertt &Y, S TETer e

(“Ologopoly is that situation in which firm bases it’s market
policy in part on the expected behavior of few close vivals.”)

ATYRUT: SHUST ST g 90 Ve HHI SUNRIRT IRIAA ax fofelr
JTTEHR AT,

3.2.2 SreuTfRTET af¥tsd (Features of Oligopoly) :

1. 319 fohd — SCURIGRIT fIshedidl T HHI 3R, AT JTSIRId
AP SACATPRUN YD fdehal o EUIYURU SRfal; 77 o
STCHTSTET RO 3RTA, faehiaaerer eRor 3RyeT, fhrchiaread eRor
NI, T RO SRfAT IRIAHT T UfReTefeprar foeR d=mar ArT.
3121 TebIR AT STSIRTC feufdshel 3G e,

2. OIRd iR safaedr - eufeRR STRRAIT ST
R fafeehdl ST 3T, TS Tcdich SENTAEAT BIvdrer ol

3. ISR — JeUTERPRIT HISichd fdsha el TRT Iel Jel STt I
SRIYET IR 31T 3 ATSDIT dIeld FU facha avqe g sl @

4R




RN, STTRTCT 30T fehl TarielT ke Hewd 318, U SN
qIEDH T 3MMYAThS IS PRUIRITST AIGIT THTUITT ST’ aR &l
R, STERTC AT STTTeodT TATaT aTuR hefl Sl 1oy SATfexTe el
URUTHEREIER fIehT SFaeig 3.

4. [dd WO — SCUIEBRIT FIoihe fadhd IRITT. HoTerar fahegi,
IS AR eI BrRer e b, W ™ A
ICUTEPRICHeT PIEl fIheTMT ace i, ATl SARIUET ST
<TORT STCTT TTTRST. 37T IR IfeTHob SHeUEDBRI blel dodT F-THT
SiTetel 3TGes A TR PIET do3T AT TobeTq ¥ FTeiel! TgTeaIN

5. fP9a gadr - SCUHPRT U IS fhdd BrIT Saugm
T RN, Al fbd Pl oo Tue arefauamasil Sera
YAt fbrer &l oo Tqel Toerf grafquamiesiy JUREET Tl
AT & SAUATIT JRICT BRI 3T, T T JIGUARITST FEINRIRRIT
STERTC SrITel 16 o feehl AU SRIc Rl

6. UHMUIDT AU — ICUPRIT AT SSNTEERAT AT, I
HTDHRIT UHRoT JTSesc e, DIel ST TR FAT TR Drer
T8I SR,

7. f@ea armolt @ - sreuTRiRIT SRR Tl a gl
TRUTET AT, YRHTAT WA HET g JeTIcHepg T ofafeieh TR
=TT HAT < 4T eTd e SR,

8. ufuuffarlt SRl - SfeUTfRrpRIT IS BIvrdre o
AT MU TfoReaeifaydl SR I8Td TN, feuTfebRId e
HIT 31T I TETT faehed™ dral ol oder o) sav fadhar
Ao Hfifofa SroaTe QrerIeT SR, IT. IUTDRIT $- fshel
I geTel! A el PRI 3R SReel FaUISl 3TUedT a¥a! faeht
qIeet 30T THATT d1G Blgel. UG & I PR ST AT fchedre]
gfcregeater f=R #RIEr SNl PR SAUTDRIT b 3R offs
ST SeUTEehE] fehHeT HHT Riler. 7T el Hedieh fegheaiTel ST
gfcreaelT fsheafasRiY ST T8 o,

3.3 P19 IR (COURNOT MODEL)

SATRIBRIT AT T IUTGT Y IR & FUIR ol I Ui
SEIRECICIRCIRE IR R S RCICIC AN ISR INE CICR ] 31?1%11@?[ TGl
IHT 9¢3¢ q@ﬁ?ﬁﬁﬁﬁ%ﬁﬁwwaﬁmm

feofaTetT e ael. fhee AT TS o8f feel AATET. T 31 Hfeyare

43



bl Dl oD FATRIDNT Ta-d Iede SSerdia IRIAMT gurdf fashearit
IR Pral Ffcifshar BITR ATel 3 fIRRIa o). SISt QT —fiiep
SRR AU o @iioigedgh ot (Mineral Water) Sepdiarct
TUIBINT 3R] <ATe IETERUT Biciel. & UTull QI fshel Uebrer HIMiferep &RATe
pefes IR WG feehe AT Tes fAshed =T e fIER Wiguara Rer
T Al el T AHA!. e SAUITAIS! HIHid T Tl 3for
ST g% ISRl 3d. Pl T 3Tl Seuter e g Toe

HRUYTITST WTeteT STeT Tard N JTad.

c

3.3.9 PereAT AR A

U AT SR IUTE SRV FTSTRIS & Scd e SR,
G Ieure fdehel ST

e fAehedTelT Tarch:<iT HITUT ash HTgI 3R,

IRIATS] IS T T,

RTATST IS T .

e JeUTGD AT Tfeqediar RaaT R Tk gvar.

SredehT IuftEl fhre oRelle ATEY, URq TeehotuT STSRTc et Aol fhee
Regrepr=ar.
9. U faha He<rH frreges UTHT Srafar.

3.3.] ATGHAEIN TIEHRT ;
et eI Reercliey o @y fobelt aReTor IedtesT ereitel &1 U8 Pt
TA
&

© N kWD

& . N\,
Ia J
?, : T\

2 [y 2
' ¢
'
Al
L

% * q'l' qs q-a q-v

W

3Tl . 3.9

P 27

TSI ST HE 37 SO & sl ST, IR ATSIRIS ‘37 I,
T FhGR SRTCTT TAT ARTOIRST (F.9T.) 79, 3707 .07, 9T 7Y, 3778,
48




<17 | 9T 8T 31, SR U, fAgHERr S 9T UTS. < 37ef 31T bl
I I 3 U, Ude IcUTa PRlel, AR fhHe 37 & Fguroier U, eiel
SATOT AT T e T Lo, 7 81T (4,) forer e or 7EH
2T, ar 3/, | & Uael 3R,

JMTAT IOIRIT ‘T fAshaT TdeT dxal. df R Al & SR
TpUT 37, HRTUMAT ‘37l HRf 317, 3Rfedm™e U, |, & SRetcll Tl
- HTST UebTTRIehR AU FHTall. ‘TS G, & F.UT. ST 3778 AT it
T ST |9, & U, |/, AT AN S AT PR, FBUE G967 Tl 9, J, AT
HFTURT S19F 9TT _el. F UM ‘T8l U, U, Ude IcuTe ilal. U4, (fhar U, 8)
Cqdl e SMTpRIe. LT & 1, fSgd g 8iget U ‘Sa1 Tl U,0,9,$
ST BT,

SR & 8T el TepfSrit ave] U, febarcileT feiep eTTetl R 37 it
%] 0.9 fhadiern fdp aurR @l srarjer of il avq 1.s
feberciieTrer fereprell oTRlet. Moo ‘377 T 3 TS PR Blgel. & dresdd
gSd AHel IRl COICTIN T, ‘T U0, fhal U7, JBeanT ‘37 3™
AN bl CATAATST 319, Taa! ATl fRreetes Jnfget! 3118, gt S Sueieds
AUieaT o IaTe ST el B, TG Al STl BRiel. AR T
IUTE I 8IS YR BT 37 Tae JMelel. AR AT IedTe HHI

B 3, W&ém?@a(%a@, ARAr oSt I (3 vam)
GIrCir

3T & 1 pieT & UTg, TPUT 37 |, TaQT RO ‘37 = Tae.f
TS YRHTYET (319,) PHT DedTes ‘T ol dred JTdel! SToRIcd el HFufT
qIeT M. MM ‘3T I AU ‘TS U, T, YT HIST faer
NG

AT AT &I Ufeh ‘37 8T IeuTad S Tefadl ok & 81 wa:d
TS oS TSI, “Ir<AT SIS & 3T ‘T =T IS a1

P FATQUIT dlefel & UTg, Qﬂma‘gﬁr@&ﬁﬁwarmwﬂw%
I e SUTeD WW@WW&W% affor

ﬁ#crrﬁr% HRTUY ARTECile]. aRlel STl 37T IUTe el 31U, Sl
3TIOT & =T feReAT 0,4, SeiepT 0feet. febee 37ep, Telet. ared fHes SedTed &
mﬁamqmg RIfeel, TR HhaRT (31U, ) ScUTe-TvaT 3ffern

4y



Q o~ Q

Ifeet. SATRIPRIG e 3ifcH fdhad 3Id, & qehaRIdlel fohHa el (3Teh) g

TN O\ o 2 o
RIfeeT. AT GATDRICICT ThT & TTTEbNT THRITT 3 ESCAREGH

SRR T FEUITd, FATUDRIT FhaRIaT ThT & fbae alvel
HHT SR, TR SeqTer] SRS 3R, R Yol TUEVar SATePRI ThT T

febereT ST SATIOT JuTe hHT ST, FEUIS GATTHDIRIC ATl ¥l FchaRT
ﬁb‘%ﬂ@T% AT R IeuTe H1A Ul Tered % IR,

3.3.3 SIPIcHP URI&IoT

1. Il e Iate TR JeIeTsHTo el hRUATT 3TTe.

2. U faehell & fed eRal B MMuedT JicRaeai=n Icdre JRaoT 2R
318, TR TN RISAT IRAR Feef Bl ST,

3. g1 I g RercfifReT (static) 31Te; URq UcUaId Jfefeawer &
TTCFATT ST,

4, TS Y Y A & eI arecrdnefy SJesu AT,

5. 8 WM UGl AU gotel dNId AT & S8 HfH
(model) 3.

6. U GMUDRT THATIT IUTe Hicifshdeps T8l = &l 3MMUel Jedra
TTe] S, 8 TerTal SR TS,

7. I AT AT Pl 1o HITHI FERIHIRT ITR ST 319 3178

MY ST 9Tt
9) GATRIBR FEUNT BRI ?
Q) AT AT IeuTe TR prore auff wiger.

4%



3.¢ gcfed 9T (THE BERTAND MODEL)

U TMIOTCTST STRIth JCTS i1 AT ATedT UTCHHTaR SrepT el a 9¢ ¢ 3 T

GATTRIBRIGTET 3MTUeT Ui Higel. P FfcRuell fashearar QRaer 2R

3R, 3R BT &Rl BId, TR ST dgie Hicreael! faspeart fhaa Rer

[

3RAT 3 BT T UM HiSel. i el 3ok TEId dgie d17g ol

3.

SIRI% dcfs Jieamd, FHeT 3F g § aF fagea omed. Ut “ar faowar
JIIRIT YA PRl T SRS SR AhT Fosfauarardt whart foed
DR, R T ehell JITRIT Faer Rl TR AT 3 [N Al
T 37 fAhel FhaNl e BRI Sefiel g IcUTeHTRS FHIUE! HehaT
ITSTRIYHIU hRTet <o & MUl IcdTe-Trl fdhaeT HHT . T YR
FEUI ‘Y WD YDl a¥] I [Pl ‘Ths IUeTed IR
3TepTet BIeTeT.

3T 37 =t Ufcifebar a1efl 3R bl ‘&' 3febReiedl febee ‘& BRIA Sdled

FEUI ‘37 U fbAel ‘& =T fhAcive AT Sadl. e ‘T3 Hrel TTeeh

IAPHS BN BIciiet. AT A 37 A § fashea™ed [T Ig F BI.

e GRUIMH F8U GATIIBRIC T Sl JuedT aeeal fhadT BT el

ST 9 ITSIRI qUT S8l U Seuter g febael e, guf Tqefciiet fHciter

ReR Ae™ UTH 81, g UpUT IUTEAT! SFel UGITE FHI areult i,
A it

Eﬁ!
Eﬁx’
E53
D, \
S S S 9, 9, 9, 9
Tl . 3.2

1qu



TPl HE 37 0T § fchegrar AT 3T &1 P 378, 3 0T b &
3FIehH 3 JATOT & faghearrl HRTO agh 3T, 3F ferehell SToTRIeT HExH faght
3TS TEG! Pw 2Teball, TR § UG daed FeUIS € Ude ScuTar dshl & Sahdl.
TS QU7 THET IUTEH & S + ST Saih e, Qe [dohal FITH P
SR AR fI9RTATT 3R I Sded™T O S, fhHdien S9 + $aT

Wﬁﬁ(%ga+sa)ﬁzﬁwaﬁb—cﬁa

TESAT AT ST AT ATel 18! R 37 fashal &, 8 fhwdiier %, 3ah
IATE fashdr. 37T § faehar faaR &w_dl &Y 31 8 6,8 Ue P! fbea
PRUIR TET. UM T AU fbH PHT Pl Seb, Bl febHe TTehRell. T
31 <1 PTal ATED § S JATPYIT Blciicl I T S, Te IS feshT hre.

ST 37 feehelT STTUeT ATShTe HEAT BHT ST es HRUT M, T 3Ted!
febrer pHT oot T S, &1 fbAa ATpRall. & a9 fashearean sa,
ferAcaT o STAIT § < Blal T b JATBYIT aldiel. T al <,
T forght @

3T ‘It Tfcifehar GRo B, ‘T el MU aal fhed ‘3F et H!
PRI, S, B [T AHRAT T S, AT fI5hT PRAT. A 3 Prel TTedh
T PBe IAM. FAT U, TgQAT T fhr Prar. & of Mfor g I
AT TcHeT TUET 2RIl THE IeuTa $37 MU S Seich oR A I
SERBRICIC AN

s R SR aefe greama f[P9d Jera QU Tueisdsd Jaare
SATMDRIC et ST, TR Pl AFeATHT Ui TAEUEIT T Ieara SATRIBRIT
Pel . ggie ufoedd! fshearl fhad Rer Eid exar @) e
SfcH TS fereher TfcReqerf=r SeurerT ReR el g,

St :

STRI% F¢fS AT febHet TfcATTER YaTetoraor SleT et STl

1. Sgfs Imar gaMRieR UfcHMe fbad ggrd lefragdiar Mz
TIHUT AR el T8, s & Ui Tfred 3.

2. 9cie gredn UicHTTer I Icdre TRt Teld SarRcd 3.

3. UG T Sa 3R eI B Ui dRRIaTIRET &Y ST

4. e gAY Hfcreueatear fhae ufcfshdes ofar F <l B oal &
3TTYferep TqeicHe FSTRUST ST dTec.

@l



YT SATCHT qUTAT
9) gfe & PIUAT QMM et 3refdsT Bl?
Q) g T BRI Uy SIvT auff Aiser?

3.4 ¥ewererd UieM= (STACKELBERG MODEL)

S erefurElel Whorg I <aredr ‘The theory of Market
Economy’ IT TUT SATRIDHR Ul Tl dhetl T2, IITRIceT Slval
ferchal IREIRTAGIfelce HI=T AT 3R eI G <1 AT Ui Jieuft
dell 3MTg. IRAMT SATMBR STRIAIT Teddh bl Fad:ofm =T faar
AR AT, T Tedeh fghalr T foar STFARIT AT JfHPER ST AhT
e < aTgT e fashaT ardelt IffeeT (AT PRaAr. 31T U &el
ferehearredT $oaT UbHepIfT e ST - JTSIRT el FReTiUe Idl.

T, ICHART T FATIBR TR Tt HROIRITST UATHAT ahiaT 3ITeR
BTl T8, TeEfeh fashedrear SeqTerTell UcgaR T8 fdshal o Seqter
_fqar 7 ufaforar g™ erafdel ST, SR QT offoT ‘g3 a9 fawha
ORI A T ‘37T I ‘BN’ §AP 3N, ‘T I IcUled ‘IgAD
RIS TR 37 T foehedrd UfIfhaT Held ‘8R=% (sR)' &lel. ™1 T T
fasheamr TfIfohaT e ‘aR=1 (3R)’ RIeT. & SUIGT Hel Slval [ashediedT
ThIEd TCTAAT TheAT ABRAM BIgel S, TAT fIhedrd S ‘S
g IRATMT IrT UfAfhaT BhaTeRoT TUE 8. v ‘37 a7 ufogeff
e IUEH SR 3[dMT ‘T8 fashdl HaaH AWl HosiaudrTer
I ST Tl & ‘§ T UfI{ehaT B Tawo Teld Ad. UT. Feharant
SIRIaT (possibilities) ATSAT 3TTed.

9)3r T T ‘T T STATRN BN 3B A TR~

a7 el Q! fashediell adive GATT SRA. ‘37 8T fashel AaT 8l
gfeedl @) a8l fashar e IRl 81 sfeedl. SR ‘er A1 fasheam
IR A arefdett ok @ 8T ufcrRuelf fasharger awel fobma arafaal,
TEUSTT ‘8T 37T G-I SRUT bRl eIl el e HTSRAT i)

a8



T

g 9} fbaa

37 ot fhHT
TN 5. 3.3

STl FEJ 37T &R 37 fIheITHThd JTDHReAT ST fehee AISTedt 37Te,
3R &R T eI JMMPReAl SUMRT fHHT HISTell 3178, el
31,31, 8T 31 =T fIfeharT ash ST 1,9, &1 & =T HfcifshaT ash 3ATe. 37,7 &F 3T
q e TR 9,9 & 9 <l Je febra 3178, SR 3 fashea A o7, aoe]
I Arefaedrd § fashd’gET &,9 T g fhad @ g arsfde. &
Sl SIvel fershearrer Aecllet AT STTgel. STeIHThe MThReil SITUTRT feheel
T BISe.

R) T TRk T STOT ‘37 feshaT SITATY 8195 3feed ave AR —

AT GARATHEARIGT ‘37 SIOT & AT &g fehedie aeiueh GRTel 3al. ‘T &T
farspaIT e 2T =T HIFT AThHOT R, TR 37 fashal T SRl Al
YT STTepcieaT ATERAT AT TURIHRU) HRaT Usel. SR & fehell qeait
AT 9,9 %o @ G dTefdd 3RTef TR 37 farehelT <IreaT AT fehier 3]ehrul
Rl ATE! aRcrell w3197 avorT & U drafadl. & a1 fogred Sreren
SESIGEREIMEIIN

3) ‘o7 3MfOT ‘¢ SrOrET T fesher 819 sfewa srdiier k-

31 AT & ST fehay Tfcd PRUGATST gogeD Acler R T giRReIele
& AR PRAMT al-alel faspe UfIfhaT B IaR dc eid Teld.
BRU &gl fdsha TETar T FESI. ¥uEd fshearedT SeqreAle
IS ST fAshea AR FHT 0T BIt. Tueie Jeure arefdedrs
ST faspeTeTT He<H ! Ao <um=iT faspears R FHey fHfor &l
DM I TSI GHT fIehedrell FexH -l Hesd <um=m

ST YHIUITT ATSATSI HUTd RIaT AR, TATT FehAatT T,
g0




a7 aRRerhd SE Tl 9dT M Sed™ (dhH I arededrd
ORI faehdT Seure AT NI ATElL 1oy AT b TRl IRFAIC
fAT0T BIdT. ITetrer Fhaat aHdier (Stackelberg Diequilibrium)

3R T8l STl Yalel JTPaHed & SRafdel e,
o,

TA

g

¥

g 7 I \

q,
3 3, &
3 o JereT
3Tl . 3.9
HTPAHEY I ITOT & I7EITER IAIPH T IeUle g ‘37T Iedre &l

. ‘T BT TN I FHT 9.5 Y&l SR THIUIT SedTe aTafae.
AT RO F8UI ‘37 IaTe YHT0T 3,7 Y&l PHI et TTfeot. Tor I,
T red] Hol ‘T IUTEDGG] FIT:eTl AT FHorl. F8UF dl JeqTed
AT PRI T8, s SIe faehet febar Seutees & a1 e figuRET R
NISINAIECRGRERICARLI I

¥) ‘37 T & SrEET ST 8195 $fewd SRAieT k-

U1, TCheTe A arel fashd AR 81 sfewd ol TR AT
SIS PIUICTE! fAehell TET:ell AT FHSI ATel. SIoel Tedall Jgarly
AT, U faehear fehAeT arafaell TR GRT fareheT Tl 3FehvuT ehral.
R G fehHTdTS bl TR UfeeT falshell e AT fohar SIehvul .
SATPeieaT HIBRI T FHICTT TIRIHRUT BRell Jgel. 37 fshearr fohHe
aTGfdel! T8 SRY FHST & bl Il febeiaT arafaray. ‘ar &1 fasharr ar<an
fepmeTaTdiel 3FIepRUT BRall. Gr8T ‘& 8T fdshall fohHcrdTa el 3fem TeblR
AT fbrdll ol ared i Snfor < AT figd sanfRipRIcer dHdte

TERITIOT B,

&9



&t :

1) IHAFT T AT fPeruerad fasheirear S=Haral aaar e
gdelel! ATEL. SIFal fashei=i SO AT hedRT < FHa
AT AT ST < T TIE el T8

2) Srver fasheareaT UfifohaT aehredr Be™ THAIATd! Refdl SRIfde! Jeft

31TS. TN, & Preufie AT Febiea TEIIEaR ATETRT AL,

3) QIS fheT AT 8195 FoBIT rdiiet TR A SRAHIuIT T Brar
& TChoTe Iror fAURIgT Pledfied drcd. Uicrege fagpar wfcrfhar
gepTaR EleTaTel Rl 3 Jeld 3el Rl egard fafire fahearardt
Tifeisha arsh STRTeaTel eI,

YT SATCHT qUTT
9) TEHATT & PIVICAT TSI TeT ITIST BIT?
Q) THAT GATIBRIAT TaT HROITATST DIUTT FghiaT AR BT 3TTe?

3. WRMET (SUMMARY)

GTMADBR & CUTEDRIT Ueb fAT ©F . GITRIBRIT SUTGehIT TeHd
T AT 3 ATe]. SATUDRI [BHT g IedTe B SRl JTarae Pl
I FfCHT HiSer TR, T IredT Uil S SRIgT Fefe el
ERoT U] AT HiSel. TR Hffehar aghrem STHR U TCpetent it
GTIAPR T Tl eil 318, YD fAghearedT ST JegTR el

faehaT S Icures oxfaar o ufafehar asprear MR goffder ST,

3.9 RIS 9% (QUESTIONS)

9) P e IeUTeT T TIE T,
Q) TCiST YR TUE .
3) TRt U 2T e,

&
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Ul Wes g FafaT e
TYch T :
go I
8.9 ORI
8.2 IACUIRIBRIE FehaRrd e
8.3 JTonl WD
g8  FIIer fhAca ad
8.4 g FIfaT fhAce ufcM
g.¢ Riona-foeit gater fhadir aw@
8.9 Tl AreRaar Fafer faeier ufer
®.C TG I AATaT fohciier Ui
8 TH
¥.0 3fEEd (OBJECTIVES)
® ICUTUDR FTSRTT HhaRT SRR oI ST,

JTothl WooTel! Hehe T FHS BT,
ST HATET [ T 31T,
thep! AT T FATET fheciier Ui Sy,

%¥.9 TRTaAT (INTRODUCTION)

T YPRUTHEY JTCUTRIPR TEUN BrI? HehalNl gIoTR el

TEUIRI? FhaRT STSTR F JTSUTIRIBR ISR I BRI F=TdT 3fed? Ffer

fhHchier a<a FeuTeT or? FafeT fafaer ufemm™ (@9, Rietg-fore =, M,
WG $.) PII TUE FRATT? T A T IR HBUIR 371

&8



.3 SCUGRMET Heharielt T (COMPAROSON WITH

MONOPOLY)

TRATAT

IIERTI FIOTRTET 3ref 3T Srfemawiie sk 37ef T 3.
BRI SIoR T80T A8 STOT fashay Uapt ffIre fSamroft Uaar Ao axelt
GRET-[IehT HRATd. T fSHIVTAT FISTR FEUIaTa.

q SIS STSIRIET 3 AU 3MTe. e JIoTR F8url
qTe<D STIOT feehcl el & STHTEINAT Tehal A>T axfall WRal-fshl Rl
AT TSR 3RT FEUIT. SR 3Feh YR TSI g AT, epret
dI9TR & SR R Il aRdTa JTetct! o A, SR 3T
PR 3FIeh TCeaT 3T BRIAT ART

W HrhCZN“I q éicrl-lllr‘?&{cbl{ B2l E?Fl' Gil\ﬂNleiT«II AR AT
CRERIEN C’ﬂ’l%' HrhCZN“I c) dicrLIII?&ICDN g7 GII\)‘INLidi"IW b UDIXY
qeITTCHD Qe 3TRIT AU YaTeT TehIgR Rl ail.
¥.2.9 TART
8.2.2 UEDH
8.2.3 fawa
8.3.8 Tyl
8.3.4 WA
$.3.§ oldrddr
%.3.0 RERGeeeT

¥.2.9 TG : AeUIRpR Feure a2l Reerclt 81 & SImed) el Uer
3T TSR f71eft rel Folleredn oedl UfcRuea=ar Ucel UqeRITey
] fHT0r .

HhaRT F8UNT ST JISTRTTER ST UTeeh d UehTel Scdleeh fdshall SRET
AT AT Il fbHciler 30T qRIgITeR gul fFRI0r 3R 3ATfor
YRAGATAR YUT FFRIFUT ST JATIOT 32T SSTRI AT SRaT 377 3.

¥.3.3 UTEH : SURIBRITEY UTEDTE! AT Seich! AICT ST I, HIUTATE!
TehT ATEDTCT I HRTUI BHI-STR hRor] fehHciTaR THIE geaT e AT8!.aT
ISR QT YTeebredl ANTUM & HYSTcilel qTogred] el ATRIRG! 3R,
b ATeeh ATSTRICIT feheel ATel JI JATet JRTul SR,

FheRITE S lel ATeeTel T 81 SR 3ReTs fag T Id, T & alel

SOTRFTE FH JefdTIcHd "Uch AH¥ctedl éﬂj Ydl.

&4



¥.3.3 fsha : SreufipRMed fashegeil e qul TqufoMTor SR 9.
R AT FITRI fehed el HIEd 3o 3 el g .
HchaRMHEd Hepel fehdT AT AT SISTRIT UBIfEBR JI0TR HehalR! STa!
TEUCIS. TehHd feehell 3RTeIT fobeil ol IedTerT R, fobell aecqar
3.

¥.2.8 ¥quf : eUTDRME T=AT AT fasheamed i Taourt Toef
g AT, UG el FITH 3R TR Dl YTSeTc FeUroTel Toveh Y T
g 2T,

AT HhERITE TULT 39T 3RFeTen g Aal. fhad TRt @4 9
AT TraTUelT ST 3RTeTel o A,

¥.3.4 TAer &Y : fohcaired Tel g TaeuRl JIedTIw STeudhiod
YSIMT STNRIHETTYT ATeR S0/ TeT 9T HRUIRT FE THAN. IR
SEPIGIT A A USATT YI2MTaR 8+ I,

TRhGRT ST SoR PIUCATE! STURRIEAT T2l FRUITT 3T 3. BRI

¥.2.§ SAfuddr : JIUNIBRIEY dfudmarl & g g SR 3Telel!
eI, 3Tferep Tafeepdll & Ul RTe Hevard dfered 3Rcie] fodg A,
IIAC HhaRIHE Aaferehell 8 I Ietell &g . waeh crdferehe]
RERRE d YR RG] GRIRIT Ffieal STl 307 AehaRie SR
UIRIT I T e S ehdl I 3T,

¥.3. IRRURTEETed : SeUTeRTeller fashe & UehHehiay fdeig SR,
3T .
ITIAC FehaRHed fdghc & UhHDiar Jfdeig . DRI FhaRl TE

frehTT BT TehTer S_FeTeT fag i,

¥.3 UI%th! W& (REPEATED GAMES)

JUTRYPR  FIRUSTIT STEEAT UHHDIHT TUeeh IJERTHET FUL
T TR UTST SRIAI. ! TUedh ITTHEAT DIV ST ARIUR
3R 3MfOT BTl ATeT (Move) WBUTR 31Me? o=t 1ff3adr foamra
B Tl UGS Y S1aue g aTeilfasdl oy eare SARTere.
TEHHEDISRIER TqET HRUMAT ST STUche Wb, Wooldlel el

&%




IUTEH, SfexTd T 8. FeHidlel acuehier IRl HRall Ad. ATehRaT
OIS 3TRIYT gFoh (Prisoner’s dilemma) — HfcH Al SmeR
fceade: o (rivels) IRl T@relf Hedl seureRd T
TSI FerdT ThT HHT BRUYTY PHRUTYT SNl AT TYRIBRUT T AU,
qUT SAUTTRIBR FTRUST el ST RavTIeiieT STRIAT SR HfcrH T
YERITeAT aTUTehIcl TIT Ueparer f+10i BIUTey SAfefehIR SRACTeT. 3R 3¥fet ey
U IR SUNERAET JRIded! SIaudcHd  STNTERRITT  dTefl
(Moves) foaRIa o Uftemell Wolar drdid. ISR fasyor
PRUGTHRAT W’T fdmar W TS (Repeated Game Theory) RIgid
JUYH HAUIR . GRech! Wes I IENT deeqiel Sfem oy
ge<e (Tit for tat strategy) 3d Joch W& (infinite repeated
theory)  3mfor f4fHd gechl W (Finite repeated game) I
3T el STTal.

¥.3.9 TOITer STRIGT IO Wes HR / S O afermm=
(PRISONER’S DILEMMA GAME MODEL)

RAMICHIeT SR QTR Weo U JRvITciel hal il fibdT U T T
3R STl FRUII. FCRUEd ISR 372faT THb il ecd SRIU=IT
ch! FH s, AHSRIqUl aciufehter faeiR = T hdes T2
T faaR P et aciueh HRAT? T FURIHRU) JeTeiiel STRITT
SO Wos TR &Rl Ad, AT UG Job FaauTel feretedn

ISTERUTATGR o TIF T Aol

FHT fdeeTT SATOT T AT e SRIST FehrUTTel HLRIT SRIT F8U[T ha/Aceh
HRUTC JATeletl 3TTE. JUT AT W T dcbdR SRIST CIhUATT Heed YRTaT
el Iiehs ATer. 3fer TR e e B Weell “ReledT fdeetr 3for
AT AT ARG 78T PeeT HRo- EJTGRITET T8, FTAST e anfor
I AT HaTe TG IS5 T F8UH QI Wi Wedmed Sael 3Te. 31T
ONfoRT AT STETel TecuT Fiehell PRUR SRAI. Tes! NorT fSeetel 3/
SARTCT 1, SR ¢ T78T T hell Uy A 76T SHI Dell TR Jell Beh U
I JETIRT BlSel, U FIell 8T gy Jodrdra fRre Sugrd dsel. qur
el ST odieT dep SRIGATHT T AR Pell TR QIFHT FhT grd-urd
qu el JRoaTAT RIaT Blget. uur Jrer QT <iiel Iral HI/hgel Dl
A8l TR ST UGl S-S aurEl JRarrel e giger. g ad
TITcier e fvges qufiieT T Sdiel AU I, Jfer giRRemia
3FEl TRIRRMR SN UoRe! s fhar S/aue Wevardr del (Jaf)

&L



IYCTeE SR, Ueh TR 78T el HRUY fehall T-8T efeT 7 BRI & o &l I
AT, SEl adlel 8l AT hedy T YD Ure-ura auie!
JOTATATT T8 WNTE SAFTOIR 3R, UUT ST bl el A= el
SATOT SHIT 78T 3T Hed T ST 78T I el 3Te Tell hdos b
quiel JoaTTe RIET GRTE MR 3R, 9UT 8T Pael 7 BRUTANY
AT JT <ET uTel Rra IR 1<, UuT o &Ter Slel UehHepiaRIsR HHTOID
/T8 AT 78T el befl ATal - AT Ycdehl teh &I qure! Jodrre
ferem BIUR arqa. a1 gRRRIEIT Tcde SIRTUIRT 78T el 3Fer@r AThgel
PROFTSTE PR AVNY (e g eiter Jeriar (pay off) AR geier
STHTOT HST A

dhl sh. ¥.9
&< 9= YT (Pay off Matrix in Prisoner’s Dilemma)
T s
TE S B T HgA T PR

e fren g Rrem

fdeetrdl Fae | 7= ogd &0 da | uad M 90 A
fRre faoer: u a8 focet : 9 a¥

T2l e o Hx0 b | M 9 M

fRrem facer : 90 ad fdeem : 2

AT 3P, 8.9 HEY Ucdeh eI JUeled] JFUIT HeTel! fFae Ry S ar
SRAUTRY S farer Srafdeft a1re. a1 aRferdid ocde el carem Tueie el
I e eier AemEdid AT sgHaal. foal da frem T
ol o ga=aTedT a€iar Sfdeid 31Te. e Uer AR 3RY &eh e 4,
TehHeTe Hetfed R el Peel -1 BRal BHHld HHI I8 I Seciled. aT
aRfReerclie STenT aEilel 78T Beel hell T8l TR SIEMT S@lel Tl Peh
S Uil e fRTel 819 A, UUT UASD SITSIGRTeT aeiufeh ot
3BT B i o™ 78T Pee] DI YDl T Juel e f2rem e
PRTAT IR STcT. el Ur febelT ISl HCHTHTTT Tefeh e2iehl/SenTeeerea
IAURDIATET 21ehT B FFIURT SUTe TR el SIS 3T Jferd 8l o
T RhIRT 37T ST $hacs Uard (U eugTet Feft Suetes JRAor
3R & U 71 ahct.
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¥.3.2 gl W (Repeated Game Theory) :

UTEPR JITRUST T SUNTACTT hal Ul UfTHH T AT geiufen
ferS HRIET STRTC. Tt aciufen fFas, ScaresT JH1oT 3Tfr febeet feifarelt asrcrit
3T, JAUTRPR IISTRUSTHeT IR IREORilT Fewergrel Aoy
AEDIATE AT B i eded™y Pal e JfcHFTEeR gedl A,
UL el Ul AT SEINIRIT Tehe U Geparer vt Seft Sme
BIT. TUT TeIEITT ST SISTRIc el SR ST SFHT0T, foheft
{IOT STfeRTe Ty eIl deldedl, grer-grer oy guamt
SITEeTDhAT STV, fhaT SENRITA TR/ YRl v 3T,
ATATHGT dldesl f+1URT Bicel ST AT ATcilel J HfebRet STl

ITAT  JAUTMRBR TR 'J%chl Wes (Repeated Game) 3R
TEUTAT.

grRAch] Wes T Jcdieh ST 3RIeIedT Sauary HfcRueies, 9]
SENRICT IV STU TR, T U e, ferear Srateee areiy
IR FBU A1 TR STaue SR 3. 07 TGN Teb LT,
SR 37YAT GO SUNRIRLIH] TlpReledl gehredl Srauwrl forer farer
st 3T i1 BRI 3. 12T Rl STeUTebR STRUSH ol SERIERIT
TehHe AT STqURITCHD ATeiiel R o] T JegTR FeU el TTef
(Move) Grer-geT fraiRe @did /. a1 3l R ¥o g-el-Jel

ol ST ST, ATqRo Jrivoch! Wobdll SRAT BRI Yrel-G-aT il

i)

3FRrT STIUTHD Tes Wb T-a SIRAI-S T [ee] ATEUATATST Wobel

STTUTRT o6 FEUNS ‘YriRach! Wos' 3feft eaTReT el 9T, (Repeated game

is @ game in which actions are taken and payoffs is received
over and over and over again) ¢ 3@gieiRis (Robert Axelrod)
I ‘The Evolution of Cooperation’ 3T TTd JENTHERIT JoRoch
Rl oo RAgIATa HIell STTUIRT 379d Hor2fRYu ATSelel 3. d FeUrdTd,
T Uehl ST HEAhg SIaT febeel Mo Rl fashl oo e,
yfeel! SENRICAT ATSIT FHIUIT afal! e aTedsT awe fasht aid ifee,
T T JEUNRICRAT T 2T Jqure-rl faght fhar effel st et
RMElel. 8 el-J8l Wosell SUIRT Wes JUIeh Ageienrul (Computer
simulation) R Hied 1edT QA STFRIRIAT GEIBIFTGT darHd
SEUT (Best Strategy) ®IURT 3RY AGATT? o FHGUI Hed B
JUIPR INIRIGIA STNTERAET IcUGD F (Cartlels) AT HoT
mffed JHIUNE fSTR HEdpR! W dNIR Wes- T2l BT HETHIDPRUI
YOGS ST WeoeT AT

&%



¥.3.3 STeTNI-a4 &ggva (Tit-for-Tat Strategy) :

wel Ug fhar e UfmHT ST 9R Thd 9 SIAUdcHd  Yd
WU et 3rId, IR WHOUITT A, U I fHaeudrd 3iTerall
AT $oR 99 STaUive Iff¥d gode, TUhe (robust) NIl IRY
TR FSNTHRERT AT . 32T HBRAT [FeSeledT e el
SHCTETUii 70T 8o gRumd, tef sl (result) 3TeRiBRS 31,
SepeTTeT. AT eGEREci el < SgERaT il Galgetl STt i, S STy
gexa (Tit-for-Tat strategy) SieeT Jikochl W URAMIIEIR I
BT SN, eal U SERT, §9T disc aav@ (bad behaviour)
PRUMT SUTRIORT & PO Fell UTH Hel. 31 GRRRIT AedhRT

Yo TEIIR qUh PRUIRAT ISR Tha  3Teledl SRR

SEPHRE SN0 Yeva aavd & UTH egeva (optimal
strategy) THSTCl ST, ‘SO SgeverT b IR ST febarr

SR TP IJUNRIEATIT NS SIS Wb HaDR] hrUITA
T aRRIT TaRUT TfcRITETcHD GgReT 3MI0T faTR Feehry rum=ar
USSR TR FgpR! TR UfIercds® egexadl fHag el
axd 3RAd. (Tit-For-Tat strategy is a repeayed game strategy, in
which a player responds in kind to an opponen’t previous play,
cooperating with cooperative opponents and retaliating
against uncooperative onew).

THST, A SENTHEAT firedT IUTeTrT SiTeT fhHd TR 3T cArades!
AEDRI Wb TR B &l 9 IR <ilel A SR Hfcare
TEU Tz SeaTer™l STaT fhHe 3TepRe, quT SR, B AT 9 / Tefh
SRR A IR g ¥4 STl [hAe BT e,
T BRI A SRR ‘SRR Sgeva- a2l Jedrarl
febrrer T oot forer Seured faepuaren ool e, cardest A SERRIRIT
TR0 GERa R aaUh, SMAUdT W 3118, & 3Negd, A
SRR Tl BRidie SIaueilcded el UG B SevRieer

febwret FifRreifasii< yeier Srauemce et Ff3d e, srem Refl Yoo
SITUITRAT SRR SBRET  JUTTEPRIC I SENRITAT AEDRI Wb

U PRUYTDHS YT BT SN,

¥.3.8 31 gawh! W (Infinitely Repeated Game) :
SFCUTIBR ARG STNRICThST fbra MRl T g arerciil
UehT QAU ooy, T Widler, for=am idiel 3RT 3fep,
AT STaUT Wes Wesel STl 3cile], oR T Wby ‘3dfe geioch!
Yo




W& (Infinitely Repeated Game) 3RY FdTerel ST, 3P fdhar ara
YRath! WS UG, STATH-CRY FegTR SgBRaIcH eIl SUANT hell
ST 3PS JRoch! W& URAM AEPRT W UGl 3TJaRel SN,
IAT foaT THRIHES A e BRI AN, Jioch] Weoldlel HaTa
JRoth! I, UebT IERRIC fehee] BT podiTer UTe Gasl ST
PROITAT Wos Webdl. MY Grel-J-gl 3T Wb ol feed™l Sl
ST GYh AHI TS Al FUH T Wb WM ael
FANTHCAT UHHBIHT FEDRI HrugTAT YAehc e e favde aeuen
DX AN,

¥.3.4 T geeh! @ (Finite Repeated Game) :

JRech! e IR, STNRICMT 3Fde Jikath! Wes Wasdl AT,
T IET AIRT [TRoth! WS Wsdl I, IUIRIBR TR
SO BrET fAfE dreaefaca ot Wo Woudr ad
RerepRet, TR T Yooy HIffed Jochl W (Finite Repeated Game)
3R TGS, T WTcileT STauaTcHeD WosTedT haT 3T STdret. SATfor <
BTHed AT 3Uel STAUEHD Wed YUl &I AT, HIifad We
gfcAMTeEeT SRI-a Sgever] WipRed W Wosell ST 2Aehel.
wffed W UMM SURHEIE YgRiT ThHDHT HehRI BRUINTS!,
SR TP Yo Ugel AU PRUATDS A, I 3RFeT NI, Pral
ETHE AT W WodMT WhHBERIER Febraral JfHel o
SAYHTcAD Wes hafd! Fae defl ST 2Tehcl. ATes 37T WS FEHFT
SUNRIRTT AT 813 hdT. &t aRa= (Hall Varian) Ji=ar 7a, 5aifed
(IaS peteil 3RACT. DRI HEDRI WIS HIASIDhIIT Yol Fehrl

BT 3Aferp AP @ Aepdl 3R IUNERAAT aed. (Players co-

operate will inice further co-operation in the future)

HARIRA:

FeUTEDPR JITRUSK ST Jothl Wes T SIT-a/y STaul, e
SRR SIUEHE AU sl g FURT ST AN, 3T Tgei
T g9 gdue PRAMT T HEPRI W 3l IR FEDhRI
oscTayUTeire PR Rl A Ahal. ITeilel Tedeh TDRTAT W
ST ST AT I SRAT SERITT & Athel / JRT egrar aeft
AT STUEIT 3. TR FEDRT Wes T YUITeATIET HEDRI Wb TasulTe!
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IR IR GEATIT GEIM 3 fBddRed oXd, 3 [Tl To

EINLIEIGE RS ICR R

Tl ST <ot
9) TR STRIYT QITURIT HTCFTHI IvIT ATaT HelTereT ST,
Q) STATH-R A e HebeuTd SR .
3) e SfFSreRiS JTAT TAT AT B 31T ?
¥ ) JIoeh! X9 T ST &l

)

TRach! oo U fawrep &et INI=T I 9 i,

6

L‘

-C]

6

.8 Jaiar fhweir dea (LIMIT PRICING PRINCIPLE)

SO AR IeUTe GaTUe ool fbaa ATpRAN. e TdH
SN T JIRUSHE U9 vl A el Fafer febaeirea
GRUTTAR YU TOefciel I Feq e o=amd Icarea Sae
IeUTE PRI 3R, ORg YUt TUeia 37fefes T fHosfere arfel. qiRumHT ge”
SENT HRAFT FITR USHE FeT R AT AT8T. F U HATGT fbrciieTrer Faer
IRGUIRT f 1 (Entry preventing pricing) 3R F&cet 318,

e fhaciear Heuid s+, Rieing <ifsel, SiveliHt & e it smoTdeft

T ferepRAeT hefl STTeT. AT g &t TfcHT U8R T8I,

8.4 9o #gfer fHaca ufew™ (BAINS MODEL OF LIMIT
PRICING)

ST HafeT fhdcer Ufcm™ 9R8R Hed UfHE HTelell AT olRgred
HiSel. 9R4E HEY AT fAWIER T T P Pol. AN I T
TYHRT TNTRUST YT R SRIAHT AR ST AFTOM=IT STSefeaier
(Barriers) 31fere R faeIwur et 3172
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T 3T UY ISl 8IdT Bl STUNRRLAT SEHdwid Udhd Adiadmdua
ANSRAT Y fhaT BT MHRATT? T HFTO Iehla’ Uehdh A fIdharel
ATSITNT W UTdedIaR fa T ReR Saelt ST, T <t Taa:dt ot
ATGUITATS! 3D IRIVRT T BT SMBRA ATRId? AT Hdl, IRURFT
fepmrer I3l Rigiamed G BT URITehs Geiel el 318, Peh
Teraiel BT Y9emeRk (Actual Entry) TR Rem oM. WWRFIG

RIGITAR, YT Yaemge, feeimresrd fhae & TRMR) Teferier 8.
TEUN P=/AC B1d. ¥ P = Price fdd @ £ AC = Long run Average
Cost.

UNq 9 AT W, SIEDBIATTEY fbeel & TR TGraiuieT Gieil A3> 2Tebe]
ATTET. BRUT YR 3feeres fdhar HATET S AdIe. A fdheet & T
o5 QUTRY G Sefedl STt AT, BRI FHTe BIVIAT SoR SSRTHAT]
LTI T SRAC. T 3 SRIT feeT bl Teele e & Sreiepredl
TRIRRT TEUe AT TR F8uror qui Taefcfler fohaeiiverm oSt S 9
HehaRIcier fhHTUET oSt 4T 3Tl

¥.4.9 TET — 9) SpeaeHe IJUTELAT STeATe T s
ATTOT g A, fhad ST g S YT STaR BT IR &l
ATEY. FRUM SISTRTET & AT HTHrET ggh 81 M sraal. Q) STeuTiepRy
SUEH BT URUTHGRS FHT 3R, 3) IR SFIER B B
SRIVTAT JENT AT TP IEN G JIA 8IS - FeUA HATaT
fepmreiier &IRUT 7RIS, HafaT fhwciier €Ik & Yelet dTefier Taeie 3.
37) YT FROMAT AT SN IRATT GaTaR TR IR, &) IR
HATOTRAT Adfodada] TR 3R, &) Sl 9 Il DHRIER T
qIAdBIaR, 8) NIRRT fPAIR, §) ST ST AU TR,
®) FITET [P o) P SMPRel! a) dIN ST IAFT INRUST
I PRI JATPYU AT, I SN FRATAT TR ITSARTT HGb
TR JRAUTAT ST TReIT fAehieeR) erffaiaar fFmfor 8. ») FmeR
IR AV SEUNRIET SEBTeA THT HETH DR PRUATT FT0T
TR 3R,

w3



¥.4.3 9 e wfares
31) A TS HROTAT ST FHAT A1

u .

& . N %,;
. N AWH, - W,
X N duw, -9,

] T ) (?TFIT)\v =

1

%mx.q
STHATER, I TEId G_T Y, JTRTET ANV geh ‘SIS’ 8T 318, DA &l
qyfer fhad 318, 3R B HeId IRAUIAT F Fa T Hxid IRIUM=AT
1S9 gt araverT A Aol agpreht e e anfor . uT. awhreRte
(T UTHT TEhTaRIeT) Beh ‘T B TR AT 3TeReeIT 3178, 37 a<dT WIT &7
AT 3R, BHRUT YT HRUMAT SEUNT FER aci & AT 31 o
IRV ITT ATfR) TRAATT IRAVIT=IT FEINT FEJAT HATeY.

I TEA P BT fhAd PRI T T IMBRIET & SUFERAT fHoau=
T &R UITITER feig 378, TR T ST Tl R o
CIEGE

TEIT T I, SIElot TRINRT T (S1.9.3.) BT alebloi IR TE 9
@E139.T.9) IR, TS S YIRT I TEITHR SR

9) UheR B & fhad BRI T ‘BHT.H.g." & T fFesfaur.
Q) TR TR Bl IR T dgh & AT T FghreRIsR IRIAT T
AN ITdSIAT SRURT Aha Rt fhAd SRy, & fhaa &9 ar wafer
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feberciOeIT aReT UTcesletT 378, ¥ & 3Tereh hT fPesgT SUTRT hH UalT a¥ieT
TTceSlelT 3Fetet! fodfd. ORe TR HITfl argh ST+ TeRouTiT STAUTRY
€l J7aveRT 3TE. FEULT AT T UG TATob fAeBUrRT ~TthT 8T &1 ST SR
31TE. JENT TEAT EFe [l MBRIT SRIT HSUT=AT TFITT Frerault
PR, ST feheclTgos THuT TohT 3Tfefeh Blget. off febHeT SHTepRT 3R &I T,
SYefepTel < TRIRIRY G dsh BT ATl SIedblel ARIART @ dsh, (SI4.,) 31T,
ISt BT, B ThAq SN TXAT IAMBRA. P, & fbAd b, AT fhrcivarm
QITeT UIIRIR 3718, B, 81 fbH I AT Ao ABT FHwg S0IRT
A ey T <t SR, AT fShIulT o, & fhHe STHRUIR ATE.

3T 3TTGeaT 3TTel TS Y, ANV T ieiehal TepTIar BHT SRITHT (e £ 1)
qITeT fhad & HHT 3T d AT UTHT ashial BRRUITIT &% 3RUT 3RAd.
TeUH &, AT Sl SRIUINY e etafeiendr & T craferepaven ol
IR,

ST, IJUNRIEAT PH 8 HT PR AR TSN TR HMMeR
HITeT ST, BIET dedl b, UalT SR b, TIa! g b, U8l HHI F8UIT &, el
fehereT TR & TR Tl o] ST FEAT SRfl.

¥.Y4.3 ST HAfeT A=A Jearr ¥9RIY

ST HATaT T dca g e U HigH faendla et 3iTe. Af waer
FROMAT JeRReieft JTRIcard SRIVT=AT SENT IR A STel R
HIAT Tgaq FATET fHad MepRed! TEel. IeRyel a yuemcdier ToeT
IRIAHT Sval JICRTeTT T YR FATeT fhHdiar & 8Idl. SToTR HaeT
HRUITAT HRAT Ffd ST BT ERATCRUT T U RN 3Tt ST
AT ST 31Ul fIaR HAisel 3Med.

ST =T RIgidrdiel 999 gTdelell 8 R T8l 3. S99 T
AT faaR 39T 31T fhad deam™e Bhell 8T &1 YT JeaTT 3118 3RT

ST AT RIGIATeR Pral ST sidid. S99 Beh Adie ST T J IR
T HRATT 3T Fecel IR b ILNT TeAT ST e e et ey,
fIef=enxuT TaAIaRUTr STfE GR BIUM=AT Ui foaR o It el ATar
3T SBIDRI A ATR. 979 dRGHe d THIUTAT Frci! AT & Tchids
oIl STTeT T8, aRHS d YHIUIRAT Serciges bral dosl 11 JENT FeiT
FIOTRUST 2T HRUTTT STTHYT dTe.
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g.¢ Rrenr-fordi= wafer fhehir a<a (SYLOS-LIBINI MODEL OF
LIMIT PRICING)

et fordI=T =T SO Srercies FHTor S0 Sreercearar JATee
3fTUel R Hisel T8, T UM, 3P TeIdrar aiR hedis g
TTOTITET IR hedTes foreTe gefeiel 3112, 3T SIACTHT S-THalT el HHTuTe]
SIS T JEINT FREATEAT TS TSR [T & G HEwT 37T,
Ry foreli=t T TSt TahTfRibR STAcl 31T F&cel 3R, TR R
ST T et T e et 3Te.

¥.%.9 Tclﬁﬁ':

) SR HRIOET Sfafeiehel Uebeh oTdiehel] M. ) ¥ UebforTar
INIATT. AT UpHdIgdT Faaleid fhadier fawear Sam. 3) Senr
G f RO THETHIAR PRUAT Acl. TTE SATBRIE HEIH SATBRI
TIGAT ATHRT ST AR, 8) AT ATBRI SUFRIEAT AT e ey
ara foaa [T g FeiRa aRa. d8M oR™AT T FAT fhqd
URUT % Qb ATE!. AIGAT JMTBRIT FENT HEAT Fai+T I 3RAelell T
HIHT AT 3fetel! fhAad RaapRd. 4) el I 4 Tah FaaTeRul
IR &R Al 3 BT 8Rel. §) Tged PRUMAT STNRICIAT e
HIHMT 3MBR g T HIfed RIal g IR AFMU & fhaud ofe & HJ1fed
3T,

9.§.3 U (ARTe):

RycTRT TfertY e afcmmMe IO aToR 31 3iTe. M el
gfcH e RIS 98 Sfd o, RiaT o It Serraeerar
TDIRATTET FHTUITET qaciia =R el ATe. ATDRAFIAR d TH0medr
FIAITAR I FT AT T8, HeIT g HISUT DRI ISR
3 A AT UrSel. dRIR AR & T 2T 81 Aifed pRUMRAT 3T
T AT Seicl] 3feih fHosurRT Seure HRel fhHa Adcd PR, FEUI
P oRfad SR (TeTH T A8M) SN IAFT & fhid 97T 3RId. SR
SOTRUSHEY JTeRIeT A TPRTAT JTRcdTd ST IERT FAT TR
SR AT I UDHRAT PIUCITET ST TRATTT 9T SATAT TR FTSTRUS e
T &R aTeed™ e el AT, Wief SaReledr a7 fdd! srmex
IR IRAUAT AT AT FRAAT AT AT BRI AT T

URISUI=IT IRAATT HIF Al ST TeredT IR gaiue o fhaa o
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RIS T FET FEASAT it IS TSN, T IJENT FEeAT SR T
R A ATEN. ATSFITC ~Tfed DRUMRT FENT AT 37T Ugai A SR
T Gl JATetell [hAd RASUIRT A1 3T, &1 UIeT FATGIT BROTRT
fehe (Fafer fbeT) JeieT TCHhieR Jecid A 3RY T Hisel. 9)
OIRUSTT FRUS 3MBR, 2) IR ARV dAdfidbdr, 3) STRT e

TASTH, 8) ST TASTHIAT ScUTG EehieT [,

IR USaT fRUeT MR T FATST fhaa Trar SRuMcHd e IRTAT. 3MHR
areaT $r FafeT fHa HHt Bl a7 Sete fARYUET JMBR FHT SiTer &t Jafar
A dared. INRUSHI ARl argeft &, fhaet @t B, Armfidt
Tafaerdr 3Tfere 3RYeT R FITaT fhHd & HHT 3RTd. TASTHTET TR ST
GEATT SBRIGR! BIl. TASHET IIORTeS PR HIST JUT URISUTRT
BRI 3Rl ) HaTaT fhAd 3iferd 3R, JNMPR g HATT fdhHd T o

R ol It e sfeusHIReRMT afcd Je fadRia e
JOIRfASD Ferci! Moo 3RTea o fawel STeUSHITRIpRMAe ThiSrma
SICUTTRIPRIVET FSNT AEATT Y FSfAvATel dleha 3R, 3R Ta Hel

R) UMM AT ATar.

3) TIOTART aT9R UM dell AR 6] dAsTM 3RId 3RY F&cal d IR
Uhdh cTa adal] AT Fehed-TdT aTuR Bhedl. & HhedT [deTs 3TE.

8) JENT FeAIT Y2 Yelf IeuTe R Seel ST &1 eggverT Iy T8l
areft Erept 81l

Y) AT fcd PRUMNT Ieura FeAT fhHe SR SR el 1 RadRd
SRACI. GRY T IUTE GeeIT Ydemies fhHe 8T o5 Hch qad
ST FTT g, AT IO TR gred ATar.

§) UHTUTRAT Seciicl 7SS teh STSIRUSHEY Ad 9T BHRUMAT SERT
AT 3. QepTd SEUNMTE G-I SENT et SiTetT féparr <1 e
UPhA 3fTel I YHTUIT Saciar ASAST [l Pl 77l &M faiyor
dhelel T8l

©) & UfcH / TR 31me. uafies et

¢) Y HITEI PRUAT & g fGdepfrerqur Jieuft dhefl ATe.
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Q) TTEM LT T THTUITET qcl! {e5e] AT, AThS Gerel cher.

3 3l ORI ARRITIU HTSUTT RFeT STl it Spefl 3T g v
SRl HoeT SRACTHT & IeIHE SRATHT T f+1efer e TR BIeiTel & SReIfere]
3TE.

¥.19 T MfSTeN T I wAfeT fhaea ufed ™ (modiglinils

model of limit pricing)

TRITET :
CTR] RUGTT FTS el Soep! AISTEAIT AT FTCHT Hiser 3T
TS N FEAT IR SRR FIRIT IS A #UH HIfaT e’

TP, HATET febecll Fgurord ol TUeUel SR g HehaRar HHT e
TR,

I e Ui IeT Brel STl e BHT B teh ISUTTECIAT
STUTRT ST T 31T UfeHT g oTg.

¥.19.9 FIfSTerT gt TE

9) I el T ST RIS TAST TRET IR,

Q) SN TRt U URITH UG Ut I, T UTdSIAT SeRT
YT THTUTTRT SaciT fHose IRTTC.

3) UPQT PT IUTGHTH! fHHT G=ITH UTded! TSell Pl Sleblei ARIRT &

agh ‘&7’ STEIRT FHIAR Sal. IT AT SEPpleie IR T Igh ‘Tl
IT ATt JTERRARET I+l

Q) FINTRUST AfdT STNRICRATT YT xald. SAT ST ST =
3MHR Y=ATH SIRACT. 37T SERT T HIIT BRI

Y) TR T T SR, FENT HRRIT TSR HRT0f agh HTfe SR,

€) SN Tl SEdeld i & Sdeis RN WaieRe). 3R
SIEpleldlel ST TS UTdedierre Scura fddbet ST

9) SR FENT AEATT YATeR LT JTUATATST IERTERATCI ST HISAT e
NI
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¢) A e AT TearHTor ATl Ael ded Jisel. & Sculed
AT JIOIRIA AT, T IFMe] IRl TR Scared vl
AT, GRART ST RUMNT SIS ARl 3RAT. STRTed el SRV Iedrer
AT FA2T PRUMAT IeqTeT TR A el Gxcl DT FdT DRURT
SUTE I S PTe AR T FTelt [ I 3RYeT ax HaeT
FRUR TRl T PRUMRT Icared T JIRdedra SRIum=T 3care

G 3R el GRSl Rl SAURT Ieqre AT e
TS ferdl Jood Jeura Y HT RUIR AATEN T) T e FTe] Saie.

$.19.2 HifeTen = I ufe™ =

vz

(Dys

@, < | @ (LAC)

()3 ©rs

) (XL) xC) ¥
S,

TN 5. 8.3

paed, (PL) @, & el fbeer g, & fbwd by, AT Sreiepret=
TR GEERIER (LAC) S0 fhmd uracide Sifiies oTR. arge
31T,

ASTA I AiSetedT TEIASMIT Slval Jcdra FRefieh! JrReeard
STHUIT IeUTeT HEATEST UL PRUMAT IUTG HEI 7RIl SRIUIRY
TS AT FAHed IeUTE UTciod! pHT PRUIR ATET 3 &l €T SR
TAT Phell TR B, (P,) AT AATET fociiae GTelt by, (P,) & e araer
TS, I 3, TT SUTGHATTOT 3, B UG UTTS! BlSet. IUT B Iedre
UTe! TAeT AT PRUMRY 378 R 3, & Scure urdedl (S, & fv
UIdel) TEicHd UIdd! 3MMe. @, (P) & [HAd SR e el
TIeTeR e fohar FATaT STetuIRy fhAe 31e. Sod AT fheelt aRIeR fhma
3R Al g AR IUTGT TRT UI9T SRUIR ARG, a7 fhmchiverm fhmd
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UTeT 3MfeYeh ST AR AT IcUTE AT JTSTRTT HoeT el iel. Furord @,
(X, ) U&IT ST UTced! T 3TRieT R A1Ae ScuTa HRlT YdeT et

ST I TRAHER 3R Hiser df Uep 3 oreft Iaaer qafer fhaa
I & 7afer fhAd (Limit Price) fA™ g=amd IcqreT grdedielt Sfor
TP [ aTqoorell 89 FEed 3R, A% SToTRTET MR d HNOi
afuemar Jregrefl FHUrAE e 3R,

FIfeT fHdIeR dar aRumH Bidl & & Hifiidel 37e. @9 diecdTie el
feheIeT ATt 3R TTer Hl 3. BRI T ATGedT e d IcUTa TR
ARG GRUMH Bl FEU SEfblei- ARINRT @l dgh YepTel dob] A SaTe]
AT IUTE FRAT AR SIS AT AT T JoIRUSHED BlSa
AT T arg ot ATeia. febaret €l ol T TR 3¥a 3R] R ILT
ST HYTET AT arafaar arear uefdar ad e, ar feadl Rer
“quf e e’ T fSepTUf Sraeifee SR

$.9.3 SIpIcHD TRET :

9) el cifeiiear Teld dearsmor |l Ael 3RY Higel Bl Tl
T FRUMT SUNRRT fhAad SRaard. IReard oY Seare
R AT SRIAUT. FR AIGT ol IRectd SRITHEY @R fehH e GIRume
qreciia forsT orRguft fdhar Saua TR SIUIRIT d HAeT =T
BT T GRUIT 3Ra.

Q) IT UMY dafchds ST TR e} f&vear IIoTRTaT srTar & i3

3) IT UHFEME THIUTRAT d9dl AT JifYh AE|red] AMedl 3ied
TEUISTT T YT e ToeT HRUMT SSNTERIET YJ9T HRar Id
IR 3 FEcel 3778, UNg AT TR TNER STRTed T S|
UG I TT UG a1 B INTRIT U4 IR AT
QEACYEIGH

®) IENT AT TaeT FAfST axuare facanfaret faIsIwor et ATaY.
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Y) QU7 T TATIR P SR ST, HIGAT SENT FAT ATIGA b
SRfIAT. & ATl I afoMErTe Fiffider a1me. g ol faesor
et AATEY.

§) Y3 SR (fIRIRT SIOM=IT TSR $RT g 8y & TS
e aRIT SRY et B T oY STl Fafer fhvdr dca
G ISR B IR 318 & Aol 318,

¥.¢ It fhea Wiracd) I Ui (BHAGAWATI’S MODEL
OF LIMIT PRICING)

febFreT SRIGUIR S Tree AIfSTel- e TfHTHTIaT STTeT Hiffidet.

9) ST SERT HERATT v

Q) JRETCITC STAUTAT LI FEAehg ST fehHet Eicfell ST 3RFearos <
SUNT AT UTEdi SGHEMN Bl g i Iedrad G
JIIRYST TS Rard fbAe el Bl SRIea  fReicadiel SedTas

GEAYT HHT BIUTAT UTE b YT,

FEUOTT A JENT FRITAT Yo Pral TTed ISR fRIcaciier SeT
G IUTST Udld g Plal TTed AdiT T HRUAT Iqre Ty
IeUTE T, FEUIord el JaeT SRUMTAT IcUTe G ScUTeld d1e

BI9 fad SHt BT, T Hood ST UTech 7] Il A
JBATT.

IR fhedT HHT 8101, T T8 T T hRUMTIT I TEAhS Tl
AT & e 31T, & e (URUMH) eFTcHd A TR,

eI AT AR “HATET febrer’ € e GeTed Geen- g JTee
HHT BIUITAT oTafdhdd?eT ¥ 3T, dNloT Sval HchlaRIeN HifSiot=T

I fTRNT heledT STOTRMT MR, M vy S urds!, faad
Aafyedr ® 8 Tesd ‘Fafer fhad oxfaard’.

T AT, ST ST TR SRUIRT favear & fopmm gy
IeUTE UTaedielt eFa iR Ty, avrd Selv gerelel Scure aveief ar
o FEfd SIAl. OR SNTRIAT BRI, ORI (STRTERITAN)
AU fehHe eTafeiepcrelt SO YepT SENT TReehg =T el AU

ST LA YT STTOT=AT THTOMSY SR0T A& eI IRTd.
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FIei AT <rer T, fIRARUIT=AT, IIeun=T SoTRUSET &R el 31T,
T SSTRTEAT 3R SR IEINT el HYfaT fhHdTe &R dle] SaUR
NI TR T AT TR (8T SRIIUR DIV T IMMed ATDhS
YD A&T T AN IO T FRFUNT JUMAT TShiam IR T

qieT e eNNuT JTaAdTd oTRIaT.

¥.Q TS (QUESTIONS)

9) S 3N HfHTHT DIUIT ST forINur gt 3187
) Ryel-cifemt e 7afar fowiiear afcHTHreT Jfec .
) FITET fHHd FauT PrRI?

) ISR T ehrorer fadier SmemRe ame?

)

)

oC w

Q) T, WFET Tt ST T TfHTT et “R eTdett 31me?
&) STCUTRIBRIET AchaR I T TIE .

O o% &% °
OF 0,0 0,0 00
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qTede 3

O

At eet 31T Ifkrepet frrers - 9

YCHh T

4o Ife®

4.9 S GrepT

4.2  fcrpe fas

4.3 felgamir.

4.8  HEIIE- AMHD/TfIET TfHM (Principal Agent Models) Tic
Higel

4.4  PRIEECT AT/ HfHT.

“4.% g

4o IfeR (Objectives)

o Afcrep GlepT STTOr Hfcigpet fHaSieT HepeumT A B,
o foTameT STSTR SHTULT Eror

o JTU/TY - AMHDN/TTTTET T FHS BT,

o  HRIEFHTY ATT/SRICT ST AT Eor

4.9 Afere ewr (Moral Hazard)

SR GG GhiedT St fdhaT Hrerar fo|T Saraelr 7el, TR ar sfuedr
i SATfOT Aot RisEel 31feid AN STedilel 3MfOr MMuedT Sfta STfor
ATl WG O Slobel. M, Siegl df redT STl 7o Jrerrat
QR ARAT TTeaT AT g Afeh SARGHIT Jd,  SATS ATl bt Jeg,
e HTermrra T Bll. fHTERe carchlel S H svaTet 3Tfere St JATfor
IHos fHT IREcIedT HSHT HSUIrE! Addl aed ITell Afid el 3
FEUTAIC. ST &chie JATUeAT BRTET 3TRT AT ARIYRET AT SeRaelr 31me o
AT ATTHRISEST HHI PBldoll Bgel. IV,  SAT TchiH T
BRAT/ATETTT ARIYRET AT IR 3178, AT Areii~iep fSeproft 3rder e
SqUATYE SHaT R SRUIR T8, QTedT Fardl IRERIT BR/ATET Saudrarst
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AT PIVTET TICATET 31 Al ATEN. Y&, ST Sehie! PR/ATET AR el
T AT T PR/ATT ATeT IR HSIUIATST ST o T YT PRUNR
T8l BRI JATAT GHT T8 DT DRAN/ATEATA! [ fHT HueT Tl S3al. &
G AT Gl ISTERUT 37T ST AT GerITedT FHRIes faHT o=t
aToIdT QeI JRATTT foMT BHT < ATEI. fIHT o [T TREUT 57 i
NI THRAT HHT PROIIT TS PRl SSTERUMY,  IRT Seor 3qrfor
IR AU Faell IR axd faHT dueit R &R fdvar sqaamRderaT
URERTET SITHTa B qacl. AR fFgrear aracid, T ot gafarge
RN 3Tetel PIVIIET STNTR SNBYUITATST JEThRT TuRAUTi=T Mg era
JATFOT SRAT PIVIATET INT RO FHTIT AATEY. 31T ThR, AT Hu=ar T8
EHT BRI STOT ST HHT HRUIRT FeHT M.

fereT U= &HT (premium) 30T ARMRFT ST T ST HAISH QATeror
39 31Te. Y07 3R eI €5 I ST ch! AT BRTET SRTARI faHT
SARdd, el ©XTd Hed W 3TTE ST ITFT ARTCIRT AT ERT Hed W2
(W2=W —D, IID = USHS/ AScAS debris) HHI BFel. h! EHT 001
HRovT TITeT ERTAT JATHURE ST BTl 002 TARRISRT TIRGHATS! ERTT
SR foMT IARAAT AT, 3TFT FHATR T Fu<it W1 = W — 001 318
STOT STTT SFAT Tl Fouit W2 =W - d + 002 3.

Wi

NoFire
2 Z
WN
- =

450

o F F: F W2

TP 4.9 - Afer eI 9T (The Problem of Moral Hazard):

ferT ST T BHHT SIRFHIFHIR STV AT 6 AT T8I T
3l AR ST, PHT 3ATepeT AT &3> BT, T =T Afcrep Geraredt
T BT RO & 3T & 3MTepeil 5.1 He geifdel 3Mmg. 390y foig p =
oA % O Schied T BRI Hod aefdd. fraredn srquierdid, 31T TRy
T ORI Hed OF Wia HT ol SITSel. MU0 SRAST Jald €=adT Bl 'STTT
ATET =T FHTCIT BRI 3T AU AT ffoe 3118 =8urora 3 o 1.
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g @1 arhre fdia Weler (Budget Line) B1 =r SORM gffder ammg
ST AR 1/3 ame 3 @ 1 eifaar eraadr Sidr Tever Jgredn R
SR T SRET 3R TEIT &%, 1 & 3 =1 HHTICAE 3T el 3R el
g, a1 fig E fasdl o @ feaa wr Bl anfor Seremanes
e REEash |1 wufdfer smed. fig E & exererdriel Sk g foig
31e Sir 450 VT aIepT 31 BT 00l = NN T 86T 9Reet it Fuit
W1 =W - ool fhar ON1 = OF1 <&, 31T dATTel! fhar weit aRiel.
B, AT Tfhg WeRGRY HUR ATST AT F8UT STFT ANTUATE! Qe
3Te. rel cTefTel &1 &t 450 Weam A, W2 =W fbar W — d + 002 =
W1 - ocol. e | @y fletefl IerpH/+RUT(Payment)
NI BRT JdT HH Pledl. A 9T ot 3 d 1 erer <<
PRUR R ARGH-IRRIET T s/, e gl 8l THaH
SATOT FATOATHE /EIRUITER TaT TET BTeTuTIIT Tad:d HRETUT PRUATATST
oft eRreaT quf Jegmuen Eoe HHT & f4ET o (insurance policy feepe.
€ giRReereT afrpell 3.8 we eifdeft amme et eRATeierET WHdle foig R ame
o) TRl Sore/fbAe ST B2 3118 ST SERAanaH FHTE /e asp 12
TepHeIHT Tafdiepr . foig R ax, exerered G g0T NN1 oRet 31 o

T AT, TAT =T {91 SaRderear Yanear OF 1 vasit OF2 fomr
Y& felt TS,

4.2 uferpet fras (ADVERSE SELECTION):

SIegT TS TeAT 9SUaRT AHIIS T UTadhi-T [T Shu=uetT 37ferd Jfadr

SR fHT ARV QLU= Schiell T SHueivar QredT ARRFARTID
THRYTIES 31fe HfEH 3RAT. YT HIfecHedT SIRGHI FRETV PRUIATSH,
ST oI TSI ARTARIAT TR 81T JMBRAA. & R erh =T TR T
RET YTATIRIT IR el PHROT AT AqTeT $HT SHT AR IR 3772
3TIOT 31fRfeh STEaey egeh! fEHT TRETUT BiciieT SIRUT i aTed & SHT AT 3Te.
aRRomY, i IRI SRTCIeIT SRh VT STa-SIRTT SRTeeIT SRhl fomT TRt
PRUGFT 3ffep AFATT 3. & TN Ufipel Fasidl FHeT w8u
N@Ea! ST Uiipet FaSied famT dumie fSaTawaRT SIvar e are
3T FeUTer feHT HU=aT BWIMEY 31T UK dIé P el bl
SRR Tehl <edled AT FRETUT TRET b Qehel HTTeIeT. T Shu=ar Ul
TS SIRGHITAT TERAUTER STTETINGT ST GARTCIATST STTTOT SaRIRITATS
RIS BH TR fcTdbel MaSHl FHRIT AISadT. 31T FbR I SIREH
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T HHT TR 3TN SISl 3NN ST SR T Iod W JTehRel
RN SARFHITIR ST TeRTeb SR JTeDIReT ST

4.3 @9 9Tk (THE MARKET FOR LEMONS)

RISThT, AHTRD, 3T 3Tfor “afes AT ammed. AT e
STITIRICT ST SATOT STHTAT TSTATARIT I VIR AATET SFRAT BHIVIATET
Y ATEY. AT SR Herd N1 Regiaied FHIfE ATeld. srefedaeidiel
< T SR AT SRIET AT, P, YT TN AXDR & -
ey I Helyd ©ch IATed. Pl JidsaTddlel ST, da Ao
fRIdT 31 9repdl. ASAIR ISR AT Wigdel! SR el fagmee: 9rT
SISTRTAT SelTal 3D ISl SATadl A ATel. TSI JFTui HRugTe AURY
PHIR BRI e Helfdenery anfor femdisimele femeafer vem
peledT AT ATCHATT Detedl HIeITIET qUYDr R~ 31 ebiTd. FHHR
SISTR PHeTiee e TG 3Rl quT 3filch qeredT TGATHHIU BRIl 31T
AIGAT AR el dTeAbrar U< Tl IHETT I TS e, SFufarT
ECETaT 3R ET AT SATIOT STl SHIRET F8U[T 3fesegel STl

STAHTHA/IRI HIfec (Assymetric Information) 3721 TR FqEIHRoT

qifget T, A, ScTe fhdr JoRAT fAheTeT FUTRT ERSIGRIVET
SeUTer febar A= ureRideeT e Hifed! SAd. IR Jrfedl Sou
ST Rl STSTRMEY UREUR ek <dTuredor HiciefeiT d BIRu
IRl SoifedT aR] fasuarITet ERelerids qReft Arfed e afor e o
AT HhATdT RGN AISIT SRS AN, SITERUNE, Icare gHl
(warranty) 8T 3T Tl 3TTE. PHHI Gol e SUTGHTHT [IshaT ScaTGHTd AT o3>
SMehd ATEl BRU I IS HETT SRel. WRGIGR IMOT fashc S
ATfecTeR TfcifehaT <5 QTebeiTel STIOT IaTa STTOT SAlepTedT UM o ST Tereft

HETRIT JMMRd T SRR IR FRUITAT W] o AdhaTd. Saravuef, Tl
TN CaAT TATADICTT & ATEIT 31T Pl AT T INTeT aletdd 318 YUT aeial [T
PO ITTDS STRKT BHT PR DRV il TTefh 8T 32T Tl e
3TIAT Y STTETATT IRAR AT STl SR,
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st Afgdat wwar (The  Problem  of  Asymmetric
Information):

Aegdms ARG ol & MKI/BR 3N 3MMOr 3ITaT M Db R/3RRITEd
(trendy) PRATTS! YOI 3l 31Te. JATT TN PRATRET @RI 31, 2013
=T HIod! GEIhT ec] DRAMSE Jearl IR fbAe B, & AR IRIE
BVR 318 U7 FEIYAT T BR A ARGHT fIBRIdT 318 HIROT el HIald

T ORI UTRT BNIR &l TR 3118, XY ool ailedT Reidia Afetedr
HRATST T Feh 3. S AT GaTeR &SR R—IAT JIR 3118, BRI AT
Reercfir afTepet PRUIRITST |E TS (mechanic) FRIHAT B e,

denfy, TAsTER T ST QNE0Y AT AR, TGO TSIt BR TG PRt Pl P

FETET 2013 T AT Jee! FAR dodH SIS TR f[GAd T, Ford
. I TR ST TR AATEL. ory G 2013 =Y HRocit 3fee! tch QM oTg
U BOR BUIHT @RGP gdhdl St IRAT AT degedr
PRI IATEIgDhTe dTTell 3R, AT Reerelia Gorg ga=ardl HRATST TRET
NG IO FUdT PRATRT [depell SR AT, a1 F9red ot marer aRom
HRIEHT ATEL. SR Ao FSudr AT JTee! diF oIk DU fded edelr
IRTCT TR T eI RTh TI T~RT EOTR STel IRITITTOT FSRIeT <TeT TS T
R feheet fofasTetl ST, Uur Ry 4a ST i ofRd Jeredi_g &R v =T
IO JTee! NG IRal. Falud! HRATS! fddell ST ATar ST ForieTT Heh
Y BIR I 3TfcIRh fHesard.

om= ufed ™ (The Lemons Model).

GO ST PRATST  @RGT detl I AT HRUSTATSUET dise Rerdia
INET AT TSHY PGV HIIUT IMME HRUT FSGUET Ml PRATS R
PITHSE! 31 el 0T TRIET AToTdl! AT STITATST WREIER ATSd A8l

AT, SR HfEER TR Pefel AT HIATET RT Jfad P D
faEhATST SecTedT agde dTuRciedT PR/TSAT HHT Sl JTcilel. ATl DRI
I BT O A ITAT BRATAT AT A= JIoRATT/AIC Sad Aera fdar
TGSt Tl PRATS! faehel B ATEI o SeRIUEN AT fAepurel Qrerell STt
3R, WREGRAT AT FWATdT € <@lel Hifed 318 Pl aiiReledT

PRNTEAT IISRI fAhRTST Tfeted BRUSTATSUET foiq sryugr=
SR ST 3T, TREGRTT €T SITUfig T T STRE0T febAeiier aroRetett
BR TG PO TG BRel. G SIcaT SR aTqReiedT e fehecll et

BICTId, 8T e Rl fetedl BIRd Hield caredl BR fIhdl o
HRUMR TR, Mo ATIRAeAT HRTIT FNRI fAhIRATST <85 hetedT DRT!

(AU



TRIERT U STURET BRR. gébet il Aleer aiRaAlfte o srefemers
SHToT PR AT ST febeell SRARUGTHRIeT TR T e, fAghATST o
PeIeT qTURCNIT RN AR UIEIaR SRAHH HIfecaT AT IR 8l

AT TPRATHTIT TIRIHRUM U PRUIRITST TS "o Ufe &
976 ITIRAT...

forq TrferiTer FrecheaT faSITST Hewra cTdglive TR 3Ted. & o

Ter T e SR @RS SR1ET 12 (Should you buy your friend’s
car?)

FETETT dTuRetell Hyundai Accent (GLE) TR&T SR 3118, AT A & i
T Tep el PR WRET PR SIOT GredTehs i g9 ST Hyundai Accent
(GLE) 318 Sit <Tell el 31e. e A =eurdl &1 el &R e
Reerclier a1 SMIoT A Jrerat < 2. 3.5 ARG [GpuaRy JIR 3 ST e
Il ST Accents FIST WRIARY ISR 3118, JFal goedl AT eR

TRET PRIET PT? A TR, dToRetcll R ERET PR Hral 37ef
e RO TR fIhIIST @ Peled] IR BR IHNET &F o
PoledT T AT HIedd™ (vintage) DIRUET HHT SoTred] SR, PRI
ReercfiaTee e AT SR faeT Sarmr 3 e, TR AWK febaeiia
PR TRET PR TS AT BrRIeR SeT HRUT AR e & F+!
HIcTepTed] STCITUET BHT Soileal BRE! febAe 3Ac. FURIPRUT 3.3 37T 3.4
qreTell HIUTeT ARIEIIT SedTaHraT Uil ST Hifed! 372 JToRMHe
qRUIT < SIHE ddes TR Soiral Icare febdr forq fashiardt << el
ST & FHSTUART Hed e,

ITRAIT BRATST F T/ fARITRI/3TSITUT TREIER 61 fohad Sg1?

Beh QI TR BR 3RAeied] SSTRTET R eved: fofg affor @irear.
BRTIT ATl AT Bl Ui FHqUur Hifed 3 fd IRy dHed
TRERR PIURITE YR foiq T ALY BRep % el ATEKT. s
D I TGAT AT ST UUT ATl S8BT S foig 3TTed. aTuRetedT qur
EREERMAT fARIR BT ST gTed i [ehITdT aTaRetedT BRer feaRur Fdi
PR ARYT SOIGR 3. 8 TREIGR SGMH-ICTT 318 3 Bl &9,

AR HRYATST AT DIV fT STIAT TIR RIS ? 3TST SoTrdt R TR
R BT SPIR 37Te. TN, ARG TRIER TR WU TR 3T
SR AT U grordl SR 3R9el. 3 WRaIGRIR fofg AT Tiedr HRAL
TR BRI AcT ATEL. RIS, IReAT PR IOT fofga fIaRur ured, TREISRT

e



AT BR TS HRUGTET 90 Tk TN fofq TRET PRUATT ST Tereh STerarel

3R, S TR HRATS! AT TRIAT IR IRTIedT fhHdT ITedT, AT WRar
deledT PR T Hed 0.80 (. Y &[F) + 0.90 (3. 3 ARY) = 3. 8.
BHRATS AT TRETT fHdT . 4.8 TRT 3R,

U fArSuTa/fARITRI/STSITUT TREISR TRIAT TR 3RTeiedT fpA T araRetel!

PR DIV fIPUIR? (Who will sell a used car for a price that an innocent
buyer is willing to pay?)

Tl TR AT IR el STATe, TR el A PR DIV [ e
fAepUaRT TR 3Tl ? Jrel il Tebl FIsuTy WREIRIT fdebret 12 T et
forq Fremeft a2 qreter i< 31 &1 gl BR TTell 318 AT T80T
JAITIIST ®. UTel TG 3178 90T Y& (IsuTy TREIER % 9. 4.8 SIRY Q0T
TIR 3. S, TFel fhaT ATel PR 3Rclel IR PIUNE! ot T i

fIepTaTe TR BIUR 18T SR TS fofd SRIeT, TR TraTel I Ual f-sary
TEREIRTET fApudTd 3feeh e Blsel BRU WRECR I 4.8 TR DR SR
IR 318 I el foiaredn fpadiven 1.8 o’y vud ST 3778, AT

fashIaTST aTiReledr wRe foff adlel. I doodd, TRAIGR  fashiardt
IR BREAT UlERIgec] AT eMmarel fTarHed R HRdle.

acl, TG TRt PR B, U ARG faehedT STciier AT 9 fofe 3raciiar.

AT, FGERId, Irar 3 3T ATEl BT fIHIST <3 dhetedl F9 HR foig
& PRI IMAT DRAT Aol Fehredl GRRICT GRRRT fbaeiter foep
qrepcll. ol TfCFTT 3TeIT ATeTpia! PRI T @Rl SicaT el aruRelell dR
GG PRAT SIT PRUIRE [depel! ST Sarar HReAT Rt IRy fdmdem

PIEE! HaY el el Jrel Ul SISRIeT HRd SMeld Feuroid grel

ATIRT T framaTgas TH T (The Problem of Credibility in Trading):

feshearTerr T TS S detedl BT AT UEidas] TREIGRI
Ucqul HOUT MR, B STV BRAIGR  ITIT fopy At GRERARNE
fRTHee e 3R, IR HRET fAshed =T Gredl Ieureredl Uil
WW@@%WWW@@W%WW
M SR UGS fobell XeFepd SUITT o 3Ted & DAl oigudr
TIATE 3T, AlpiHed HfTer ATfeciar 3Ter TR 37ef AU Ug<il 31
&r oY I TATATAT TTAT S I, WEREIGR ATOr foehar Qrer=Ter e
S g G FRUITIIS] PIel JTedH AuSedN o fHesq grebelrd. &
TeileT SSTERUIT aui dhel 3TTE.
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feremaé uEde Samed HREAT ARTEAT U Hehdl f&er SIS erebelTe
(AT / Htegar / fEaeht -d-sFTae dcd). Credible manner in which the
good quality of the car can be signaled (The Costly-to-fake Principle).

HRATST ITTIT JTREUT fhreiver fahciast SR SR STl GUR 3TYeT. BT
TUlERIgEeT Hordell DI YebIRel Hepel [IHTRATE aTeciier? Falg STIfor Forr
FrecileT fRaASETeaT AT FesiaRor 3R g AT Y BReAT [Uraxigec]
PaD FIYT GO DR TRET BRI T bR el T8N, FHT DT FaT
Ueh B 3 PRaIl AT STl YaleT UepT avic] bRRAelel PIURITE! QI
SO PRUIRT Al FEH T8, AU et &1 <3 eball PRV AT Hfee

3Te <hT ATeAT BIRET TENTST Go%cl! PRUGTHT FIAT TE. ATIeAC, ST ehiedl
AT BT AP GOl ATTIDT T8 & HEIT 3T I ST TR
T aTeq areha ATel. g1 & PR T Rerdia SRfedrT e Tl
3TE. YTos TRl STCHIFHRI PR TRET BT A AT AT PRRITE
TUEIHRYT 3.5 HE-TI-STGC el ISTERVT el & T Jford bRl i ST efrer
fecviey qurede: Oy PR Sdiel Ml GHebiel [THrEuT Hare
ATITRIT 3R, TR T JTddcetel Fhd GIC PRUITATS! HEFTS 30N J{TaeTdh

3R, ANTeY AT &Y WITAT PHedT SIS DB AT HRUT TR Solrd
SUTE HT <9 HRUGRATST fshedeR WY T ATeTel.

4.8 TEAMTY - Afedi/ HfIferel WHRAT (THE PRINCIPAL
AGENT PROBLEM):

qEI/ITE- A /afael qegr el aRfverdt ame SrEage
ST 3TETEs SARFRa/ARIFE R T Fai fBdre @HET o%e e
ATE). IETERVMY, & TIHIDRIEY (setting), el Sq@a/T@ardTd Tfor

fererepaTencl/mfcri-Tell ST, Arfecear s, forerh redn fearrdt

A JRIT R 37Ted P el & fqermedfHr H b ATal. FiH JdRTe,
q &1 HIeTd Il N Afpi/afciiTel ey qeddl. ey
HIeTeTed] Ifeie YTSYRTET PRUATNEST ] Ted: 4l € Qe Qrebelel. 3
el FRaT sRMMT Aifediedr RIS AR, ANAT (agency) Had
ITRcaTd AT SteaT 31 aTRAT IRIT SATHEY TehT Rhie HedTuT $a¥ hl
BT PR TR eTcieT IR SATHepc1/Hfer{+Tell & eht 31Te it it et STfOr
T & UE e SIrRAER BRAS HWIAd  BI.Iea/aE-  STedi
SfCTFelRAIT Sgery SiegT 3Tfepe/ Hicif-Telt Terr: =T €T qroYRTdT Rl
30T Ja/ ST T YTSYRTET Rl
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3MYfeieh STefearaeeld, Ged/Sr T Al PRI IR YTSUARITS! Tfendi/dicrf-Telt
fPRIch PRI TNTCIT. STEARIARelT 3R fohaT u=ar 3ATfoT <aier T,
SITSIRY earchl 30T derchier Sfae, faremelt amfor fereres, wramed amifor mfcrferelt
IFET e LY Ul PRUIIST Uebd I AT, Iy, e Ao,
Sffrepd/afcrfeTell lurear RIRIST BRI M8 & SRAUT TAATS! DI 377,
DT Slerex 3T eh JeThIy ArIuaT fehell v folg < erebelTd, frereh
YU qRTFET i % 2ebd ATel ST fafed el qeceriaeT il Arfedt
oo erepel ATET ST FAARIGEAHE ST HHART UM DRI BRUIT TTeb
SERIcH

T/ - RpaiufiafTeh T $H HRUATATS! IUR (Measures to
Reduce the Principal Agent Problem):

9. PRIYE R8T (Performance Monitoring): JEA/TIE el

rframat/mfcfreiear HMRaR oer Saer a1fesy. A e e, dHam=ieaT
HIHRNI AT FATE TGN qRIEIT ST0T HegiehT el ST, pHared]

PHRRIIT HeHIOTT 3TYR aMftd Jaars, Y= 3M0r qara=e et
ST,

2. frpal ufafeiaedr mcareT (Incentives for Agents): PIUTTET
gRReeIT 9/ JHEiT TcqTe SN fFrocarere Hullefl TR dell dTfe.
TIcATE 31f¥encri/ TRIfTET AT TaieT SR PR PRUARN U< a1,
R Frocdre sif¥edl/ gfciel i R S4fie aHduen oHl B
PRUATII febelT DT DD/ PTRTS DRUATARIT IR D<A,

4.4y HRIHAIT A9 9fdw™ (EFFICIENCY
WAGE/EFFORT MODEL):

PRGN I [EITPIIAR, Plal SSTRUSHEY, H9RI & JRaal
37T ATOfiIT STOTR S icaffReh 3ok sedmigR HeiRd defl S, aawems
AT HHATATT T IeUTEeheT fehalT DPRIGHTT ATGIUIRATST SO =T
(market-clearing) IoHTUET TR 9 ST SAMeS Jodl daral HRUTS Bl
BIFIRFT AT [T fhar T9diar da=men IRd TR fear S
I, SRISATNT 3RIA. PRI da & SRISFIRIT SToRIc el 3T eTmer
FIEIHROT 31T T fH I TIRYET RGN EXAEITaR SR SUIMAT Rygiarea
foreg aTTe. PRIGFRAT ITTE HeuHT 3Tels ATE 1920 TaT JraTdiiel
Jh el BIAL. AN PR SrfuETd HRieMar aaq Rigia faoa:
HEEYU 3R, RS BRI I P Sdld & TIE RN Rigia
GTeATSHTO 3T
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1. PITIPHRUCI/GERTS CTBUT (Avoiding Shirking) :. SR BRI ST
THTOT fohaT ORI AU AT RIS ST JepeT & fhar AeATE
(Commission) UUITll  3RIFT AR, PHARATAT  ‘BEIDRIVIPATS,
HRUGRATST FATeT HTICTUETT BT BT HRUGRATST TlcTE 3R Mehcl. 31T TebIR
% Apdl, SIS MR EUIRT  eHhd! Aod. AT gedhrEr
STINTSHIHRYUT/HRTS (fhaT e GiehT) TTBTITATST AT TS5 A,

2. SATSTA FHT PO (Minimizing Turnover) : HRIGHTIT dFTHDS Abe!
RIS SAA AP AETATT BEFTRTET IRV HHT BT5el. PRIEH FIRIelT ATfi
37ef ITH BIcll BRI gt PIHTIRT HfATET HRUT g6 HET 3.

3. ufcper fers (Adverse Selection) : ST Ie 3feiedT SHUY=IT 37erD
FeH AVhsT AMYUITIT JTh T Pcilol. DRITIITIT I 372f 31T 31T bl

fRIRT SFSTERMYT | BIFR g 2!, 31T HbR Ufcipel fFrasra
THRT X Y.
4. FATSIATRART RIGTaT (Sociological Theories) : BRIEHTT FRT TRURTHS

gl\dn Achd. DI Hl %I@Fl IR, SR ddqHoo 3od Hldel A O I
JcUTgehd Ellaé .

5. QT RIGIT (Nutritional Theories) : faamamefier SorTed, driemTa
I PHITTRIAT NNTR STSUITATST 3TTOT 211 HAIR 3T 21feres Seure-iaranT
PTH FRUIRT F&H BIUIRITCT JR FIUITT ORATTIT 535 2Tehal.

4.4.9 f9gIT (THE THEORY):

PRIEHTAT JaTed] FIGIAAR, PHATRAT FHAI JoTIem SR da
QUIRT FT8D ATl DU 3RY BRI Dl AT BITIDRUI/GARTS
CTBUIRITST UIeHTe fobel. IR ScUTe-eMdd 37 FRIEir oy
3G 3TE. AT DU IFHT HTfecl o0 /TG JAfHepari/mfeet
AT [T BRIET AR, Gl AR SRR 3fed  RISFRY
TAIMES, ST BIFIRAT PHHEHT BIGT BT ATel A8 AT GoaT

AR FEol Hovel. Moy, FHAIST JaTIET SR BRI da o,
ITARIRARCIT BITTRIAT BHT 7 DRAT ST 37TRID T ST IUGDH TS P
PRUIRT UG o AT, Fod IR ATDRT THIGUANT Teri i At T 3.

e, PRI FORIeT &RIeR, HIGdT TV 3HBd/IeT sRISTIRT 3718
3T SR BHIFTR BRI G SR CIRICIS D 3R, d= T

AT T SRTUEIT ST &XT 8T HIHTeR SauTT STl ARACTT g
CTehel! SiTgel. RIGIT Weflel 3P 5.2 TE TE el STy 2Mehel.
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3Mpeil 5.2 HEA, DL ETeAaRIRIRAGR AR AFll &b 31Te SATfO7 SL &7 fofg,
'E' R FEiRT TS AoRIaT &R qUid: Sfafii S YREST 95p T8 I
TENT &Rel 3778 S WIeTeT JNfT AR 3FeiedT JF ash AT Sigerd Helflel
WG 3118, HHTET IAR ciell YRIST ash. I, OW & Tl HIRT &)
3118 3ATfor OL &7 s/rl Aol A1foT QResT THaleT M1, 2. 240/- Hfifae AT
XM, PIUIET 3MBd SRISHTRT ATl 0T ST fhRals Icagdhagdd!
318 (3. 240 = MPL). HT, 240 39 HIRI &R HHTRIAT CIRICIS HRUITHT
T 3TTE. TP RUV/GERTS AGUATAIS], PU-ATT FHANT HIRIeT ERTUET
SR I &R TaT ARTeT. BRIEFT da+ RTdd TR 3RieT forddhl SRISRTR
Ul B4 3RS, § A-PHYPRUVI/GERTS JITCT (no-shirking constraint
YNSC) T GR Tdfdel MR, NSC d% fham od9 edffad o
BITIDRYUT/PARSCIBUINIGT  DIFTRIAT JHRIAT Tedeh TG <o
JILIH TR, ISTERUNE, 3.240 TAT HRIGHIAT JAFTER, SRISFIR BIFRTRIET
AT EA 3RYeT. STeeT Riemc aae Ui %.480 Wi argaet SN, deal
SRISFIR BIFIRIET ST B BE* aRaay anfor oieeT CF IR sRISR

AT deaT BRIGHAT da9 . 960/- Ufafea. NSC ash AhRIHBRIAT IAR
JMTE TEUNT SRISFTRIET ITdasT fTaehT ofg 3T foidd risdcRr da- SR

3T, NSC a% SL aehallT 3rSesl IMMUMUIR ATer fdhaT BEUR A8l dRuT
PRIGHTEIT d-TeR BIEl SRISTRT 3Rel. DL amfor NSC #efier serfeig fag
E* a1me Srer sprigmcrer 9o FeiiRe el ST 480 9 Hfcif. a1 woredr

XM, TIARIEERAT 400 HEIRMET ASHR ST 3T 200 HFFTR - SRISATR
RTECIT. 200 PRI SRISHTRT 81 480 U IS AT ASR AT &= RIS
PRI HHIHRIVT/GARTS JIGUIRICST N ATel ST, 240 DRI

gferfe a7 HHT BRISHTAT Id SR, SRISFIR S0ITATST JTages BIFRTRIE!
| 300 (EA) 31me. Tifd, ar Sokiear &), RIS o (fig E) are.
TEUH, I PRIGHAT Io &R SR 30T 3{TaeTe T8, 13T, 3. 960
gfcife H9RT &M, Beh 100 BEFTRIAT SRISFTR (FC) R0 371aedies 37Te URe
IR SRISFTIRT 350 SR (FG) 318, F6UH, Fdlet da- & HHT 30T

3T ITE. BRIEH da ©.580 T8 DHRUT FORIeAT RTAR, SRISTIR
BIETRIET GEAT (200) FRARTT SETRIAT BHT BIVATIRET JIGUATATST R
3.
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NSC

Wagesin Rs.’00 per day

0 1 2 3 4 5 6
Number of Workers Employed (in *00)

JTPeIT 4. — PIIGTAAT AT AT SRIGHTRY (PTHLDRYVI/PARTS TRTAT)
(Efficiency Wage and Unemployment (Shirking Model)

4.Y4.3 Pl TRRY T S Referest wiema=ar da=mer IfeF = (THE
CARL SHAPIRO & JOSEPH STIGLITZ MODEL OF EFFICIENCY WAGES):

MRY-ReficesT UMM HEFIRMET 31T TRER daq el I oY d
BITIDRUVI/PTRTS PR ATaId. & dai FHIeT febdT ITSIN Y& TebRUT (market-
clearing) UTCToITd ERIRUITIRIT Hfcafeied evel. YuT ASTIR A arehef ATet
PR SR BIFTRMAT SRISFIRIEAT T 8T T TR o P AlgT <alle.

PITIDRYUI/PTRTS FTHHIIRIR, aR(deh ST Ul RN fRTed e ATl
TET 372 SRAT BIT BT PRRIINCT Glal Y&IHT PTal [Idpds! 318, IR IR,
SR AT FERIHos, &1 DI qT9] 3G Sit il fdepream aref 3R,
T X (piece rate) AREIT gl IR JTed DRUT FRI&T Y FEIT fébar
eI IATE. AT UGl PHAIRIGR U0 AT PRUIRANT IR
TR 3R, AMepal, SAHS FRAhreaT a5 Afcies eierarel Fawr fHafor
BT, JAVHR IR WHT (market-clearing) ST HT{I;\PF é'U?II'IﬂaF
HHATITT ST Rl DTH HRUINATS! fehtprarciefiN UIeTeT ey 2rehel.

Ry afor Refecs IRMMME), IR TheR &M Fxard  fdhar
CIRATA/PeRTS PRANT M SR Gl CT@BICTS Pefl - AT TR0
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PrecdTedT fIERTE Uehser STUAT fAfRre srerelr SRae. aRumH, Jeaiet figar
RISRY A8, RISTRT R BT DR HY=IAT e I TR
TRV SR ATeaudTaT HcT Pell SAF HeT &F HHT BIdl. JFIes HHT
febeT I etelt T fFHT0r Il SATe Al TG0 HEW Bl JATfOr
BIFTRIATST FRIEHTr GTERT FEUI b1 bRl sRISTTR PHETR HHI TIRTR DH

PRUITIT G ST AIDATATS! Sl 1 QT AATBId, PRUT BHTER LI,
BETIRET X S0 TR fEdra 3Riet U caredrers féa feredrers e
T HRUITT AT SUITAT PIVIATET TS ART T8, anfiRy onfor Refietest
I TG Pl DI BIFIR WHARY 3Ted (I&T. DI clbedldact PIUTE!

ofch TEY) Bl AT SR Holge 3Te — ARG Hed HfrsT Afcieh g
SATER UL BRI o Al

PITIDRUVI/PTRIS/CIBICIS T 3RY HIhIT PR ATl DT PIVATET T
HIGAT THIUIRT SRISTIR & 3R Al 3T SAMT PIHGHRUVIT/GARTS/CIRICTSD

ARATST B TIBUIT el 318, DRI SR PIg ClbedlSectd! gDl THTd!

RIS TR, PHT fhaT BHICIRICTES SHTMT BT PIg Clbel SATsel. TGSt
SRISFRTRTAE 3721 h T FHIALT 3RV ST A fchds PRUIRA AleheT ArSctt

31Te, PIHHIR JSRIT T FAe Pell 3MTe b SHFT R BRUMeS DG
PNel, BRUT SRISFIRT & HEIST HIcdrs FHEI0 aRudTd AFTdhge

HICT fBehT FoTad. W FHAIS SRISFTRIET &% UREl S8 3UIR Tel,
PR HUIT AT AT FRUITT JSd ded IRTITT SRS AR
fmd foaRTa o Ardla.

T, PRIGHTEAT el Teldehlar T dbetl ST i 31feih Tcargf~ie
RISFTR SRR fAfre o srfeed SRISRTRT ST fhaT 3R &% e,

Lazear MICATET FHIT HAISIUIRITGT SISl da-mam aaR gffad, e

g@qldﬁlcﬂl BIFRTRIAT AT fehRehles ScUTGHAUET HH! Al feedl ST 3110

T IR Jooldas] THTOT BT e IRTSAT, Tl HHTS fhRepios
ICUTEDhT 3ileTied ATal AIid aTed. JAMHATET-FHTS BUREHE T avdT Jaims
BITIDRYUT/PARIS/CIRICIS CTRUARITST TITe & bRal AT AR
WWWW?WW @%WW&T (market-clearing)
UIdIaR BN, Lazear 3107 Moore IMT 3 3G 3ATel 37 &I HHIS
YR JARTER WIATEAHob Tarufi qiRure glal.

T, Uep HewaquT SlepT 31T 31TE T A &t Friladiehs geTdel STsdT,
PR T BIFTRIIT YT 18T SAUITATST STITECN 3MTad. SIeaT o SlTeT e
e8] PP RUVI/GERIS/CIBICIS  HIfYd  PRUINGT  HUIAT  HeiTe
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IReard  arrcller. Lazear uftMMmed ST SMARAT  (fpReples
SUTGTIET SR FYeh) PG CIHUANATST 0T Tl TR DIHIRIAT

BHER ITUIRAST DU Tiedre el ST, Sames faerréa! o
fomoT 81, mﬁaﬁwwﬁﬁzﬁaﬁwﬁwﬂﬁ%mﬁamqﬁww

TR WRIGUT el S Mebdd TR FAeig 3R], TUIhnT SIRIIRICIT
HAEUeh o 2Tebel Tald, ST TfTSaT THTd FHI 37 2Tehell.

4.¢ U% (QUESTIONS)

9. AAfrep GiepT AT Ufcigpet e ATaR TIEIARUTHSD S foTa.
2. fefgadt aTeIR grer & foer,

3. GEA/SHE- AfYea/mfae gt TERT P Je? BRIEETT dad
OfHTTER T et Arsdet! S ?

%



e eent STfT Uftreet frrers
(Moral Hazard and Adverse Selection)
Ych AT
£.0 Sfesy
&.9  UdEAr

€.  USdreul/ Tl

§€.3 SR Ahd
§.8  HBFTS Fohd
€.Y4  HRMT

€. UH

€.  Hay

§.0 IFZEA (Objective)

9. USATRUI/ATAT (screening) 3TN Hha (signalling) HHeUAT TYEYOr
AT YOS feUIT=ATeAT HeT hRUGRATS.

2. IT S FheUdT IFTToodT TBRUIHEY AT aTIReIT STl oY @l IHSIR
fhar PFRIRT TS ufshar, <amIT STfeRId 3.

3. IT HheuHT farITed BT IR SITATd & oxdial faameff farddier

€.9 TRara=T (Introduction)

SICET AFERICIeT UhT UeiTehs SRI=IT YEITUEHT TTeil HTcl 3R cIegT SRy
qrfedr (Asymmetric information) JTRAATTRIT. BTar B@Tﬁq@, IR et
HIET YT T FaERICI 3% Teuer Sife ATfed! SRIU SeMdRS
3T, ISR, fIeh! gIgRId,  fAshed T WREIGRIVET 31ferd A1fd! 3RI0T
FEFPHRSD MR, HRU AAM IcqTed fdhar Icarerear Hufieft 2aer deam
BIE! TREIGRIDPS TN ST et T IcaTe-Te 3fefeh ST Ao,

STCET SR HIEci o0 AT &l fdhar ATfecii=aT SR HicideT frids
8% P Ieal USdTwui/araull (screening) MO Hahdl (signalling) ITam
gToR el ST,
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€. USATSUN/ATIAUT (SCREENING)

SrefeTATcleT gSdTesul/amelt =8t Hifciepet St AT euaredT GRuTTeT
ATt Teh - T Hifed! Sfetedl UdlfFeligR/ ®RiddiaR Tedreuil
TUIT FEUNST YebedT el HTesvit horT ATIOT theh T HTfgel! X Hifcidbet
O ISIRT QTS /SUCTeE/TPTRITT befl SR IeqTe AHI Y18
ST HI0T 37ferep ST BIT 3118 Y YScTesviie/  arevieT aTaR el Sl

gcliferelt /epriehc el €”el Srard, forer Udifiel /pried Pral e
Pl FIY SRIAI, ORI ol UEUAHAT 3T AR eI,
USareU/amEuiey  IFfleT  SRIciedT  ERUTHe TS oot /aretl/quriolt
FRUIRT "screener” (P! Alfec! SAIAMfael) R e nfiifrefias
AT WIoT ATfEdeeT SR JiagE! fdhar S fesfIuarar yaeT axar of
AER VAl Uedrell/  Araull  qURIONRUIIT RdTdiell ST
SR, 3Teft AR MesT AT, I Hfcrfrefieedier Arfech=l s ar HHt dbeft
ST, JTET 31ef 31T 81T T TSATRuT/ATauit Tfifeft e Fewri s
a1feres Arfechyel R 8 erepar.

3FP  SEN M FOIRYSHEY  Grevl)  Sdieull W] el S,
T TETER/PRIGTER Tbe HRUITAT e A Hifedrar YR AT
THTUITER 3Tg; Ul Tel-elgR/PRiceaigR TfshdT SHefd STl ST ot
IIBRIEAT IARUTR ST SR, TgIbal T & HT-eliFeiier ffasarciier
SISNCRINIRECY IS IS RGRE]

gearesuit/arauft ot HheusT U ARIbe TURT (1973) I fAHRIT det
gl

l False
Information




SETERUITY,  dTe JENI,  IR-{A2ATsT WREGR T DIUICAT HebRET PR Gl
BRI 31TS Tl JeATehT PRAT fashedT feiedr ATfedier eaeie SR

faRIeT fashearehs TREGRIVET 3ifeep Hifed! afed™, o fbar off vamen
SIS FebTelt ATfeci <5 el SUIehRoT EREIGRICT GEATNESIe! av]
RS PRUGRT Ueq A, AT, AT ISR AT ey IRIReET fafde
ERHEY TSTaulTT/|TaUitaT aTaR pefl ST, Sy R Afgca T
YR 3T

€.2.9 39 IOIRMYIAUSATSU/Amaoiaa (Screening Techniques in
Labour Market):

gscarevi/renl Rigia &1 fRreor, e 3T JoRiear Jewid Uh TR
US PRAl TR (1973), W (1973), 3T Refiaes (1975) I TEd
EREITIHTY, i1 TS0 ITUTGTEHTAAIS! 3Taedeh SJAUSTRUN/ Freuft
fhar Tehd ST BNfYT Pol.FTST SO JFeT I, Sod RIaunhs
SRR 0 T SUT=IT TR AT HRUITATS HSIUTATST el
B UTfgel ST, GScrevll/ aruiifigiar a9 3RT HRRATHT PRI ol &
fHgla depfouds TUSHRUT Y= AR A AP IR FoeAcH D ao
SIS gedreuil/arault Rigld &1 |eer=ar IRaf! fae quf eRuarId! afesf
HEER BT U U S Sfeed IcTeHTed] el UTH Bl
319 YR, UG HRLAT JATaegeh Hifgell AT BRUTe fRrefumrer Ry da
SATfOT BRY &N eRa T f*RIRh HoM 3Taeae el TR TATUT erard of
AP STSTERIT ITHRUT BRI RIE0T 8 TSATRUN Tl AT T8 T el
ST QRITENT SchiedT &I Hebel <. fRT8for 3TIfor ifereror sprighH quf oy &
SATTIET YS=Tdt MM SR prar=areaT Jafther fHofam smaedendr fdhar
YA 3RA.OSdT SO THIOO § HETEl Scde ST &fedra.
ST,

o aolr fUEUT SRACiedT SEETIiEl el dfEY JTed AN e
IR TR SRR DR HAHE [TUATT eIt T STl

TeTesult/ ATeui RIgia &T fRreor Mfor aa+ TiedTcliel APRIHD Heiae 71
PRAT. TSIl FrEvl AT o T gRhae F ST FRIRE aaul sife
SISIRT T PRI SO BHART FEAMT 3fEaeTes Peied 30T e gof
FROGTT UfehAe=a ffder A 31for fafare stererar arR SR,

AP ol ufgpdear PRI onfUr wRcllear e Hfe aRTRUS
TEqTeult/araull G aToR helT SiTal. eNSadTd, PHMER UURT 98T (T
qIfecl 3RTetell UffTe) e Aiaxiear SHeaRT JfEaaed (31

8%



qifgct 3Metel U 21t Udhe axuIm™T YT dxdl oo I
fHBATST AT FRIhT SR Fafd A1 e el et

JelgclIeal SHEARITE SR Hifedred] FaRr PRI PRUAIIST
foRIh aTaRaTd 31eft 3 I 3R, S IISIRIEY dTuRerel TSdTesull/aTeuiy
SERCISISR LI RCIERE

9, 3ot Wﬂﬂ' (Application Review): eI BUTRT Uer QjﬁEleﬂc—*lT
SSIERIMT AT I AERIBRUTE JARIEeIe o AT I Sleied
PIUITEN FICRATERIT AU R, SATHERS fRreqvr,  STger STIor JfEeparat
I IRTIT Uehe PRUITATST TAT Sxaias 3TTf0T SYURYF (resume and
cover letter) ITa JedTeh-T FHTIIE 3T,

2. IRRFIaT =TT 3for HeIHTIT (Aptitude Tests and Assessment):
JIPRIFIAT AU & FaTd Al RT TSaTesuil/ATeul Tl U 31me Sif et
YUl WHERA  Sed-UER SHedR  FaeuIrdl PRIk
ATORT. STTRRITIAT IrIuT AT AT [IFS Iraui=ar SamuTd JdTd ST
SHEARTE! ScaeendT T IR fowaier &I/ ST JURITIITS! aroRedn
ST, BHIER. SUT=IT UeTell JieRT $erfore fhar <maeiRe evar uac
FRUIRATST 3 ATV MUY (TR IVIBIGR fhar JafhaniRedT) axoar
TG ehlT 31 el

3. Aerfqenear fhar Remderr Torgdr  (Quality of College or
University): fIh & SHCIRMT FASTaITGST SHEARITAT QMosd! JAewal
SISl ATORAT.T 3 Bl GRATd Pl Ioa-ERIg HeTaeery T fJemdis
IR JHEIR TR PRA O $oR Heldeerdrdiel  SHaaRIUEm

Y. IS Urge Ieava qal/a o1 R Grade Point Average (GPA):
IS TTeTdeicdT  JuiHe ﬁ&a@ﬁ TN IS Ulsc ORI HHATITT
TSATuT/AT0f HRUIRITS! TG aTUReT SIS TR, QMosHey AT
el BHART PRUT=T Iepe fermefe anesdlel aufred fafde Hmf
HRUMIT fAeme i< Jermid Sod SRR 3T,

Y. HeTrEd! (Interviews): fchAcd T, QMTfead HaTe &FT ST Ty
UTcio! IRIRET HCHhE! AU IJee PRUANIS! SHEARFT 3iehal (+igeht
QUTAT geredT  UffeieT ol OO a7dede 3RA.  Interviews:

Candidates are often required to undertake an interview with a
representative(s) from the hiring party to reveal a range of factors such as
personality traits, verbal communication ability and confidence level.

AR fFuiiey gedresufiiiamit eme Serexur 3med.  faRh
IRRIFIAT I=UAT AT ST RTPREUS quRidld. “‘3fice-ara" Aeddha

qo00



IR & gSaresuli/arauivfchar YR 3118, SR UERIT S<hicll TETeIe
PHEER SR IR, R d SAAER 4T 39ar IFT ("elles digr)
TP RAATST faaReT. RUT 31U 3ieledT WaTelT exhid! fAThRY dhedT o)
"Mes digo AT ToRd I TfaST P! 8lSel, PRI WITET hlell s
A IR RIPRA PRI Ui el S.a9d,  UfifSd ey
BHRIHHTT USHTeRNTS! R 3RTeiedT SoHTERIT Udh YT FEUIST i1
PUMAT T AT TgeT 9T Frasd SRIda.a b e faemeafar
ST T R SAeAThs JfGHT MT SfchAcd urreT Irg HeTd
INAAN, UIGHT RIS ST I Hoe 379 TR, Uiisd THey
PRI & HAAITIIS] TSIV ATV T8 1o HRcllel. 8, o A
faemeafar S Rigadrd faddecair yeder St Soa TR fesadrd et
eI 3RY Ahe.

€.2.2 [T SoRKNe gsareuii/amect G (Screening Techniques in

Insurance Market) :

JeREgee T Reflde IiFr 1977 78 Aiedr “wudicdd oM
IISTRUST T FHIT AT RITT Higelel & TEfcHDUSIU/araud Halcps
Agifce TSR0 3778, S |7 Bu=an fafdy gepRer IR <3 fcided
faSraT BRIST 90 SRICIeAT AheaT JATIURT HY GBI, ahdTd § SeifaT,
fo T wafy o Paes Tftipel ARG 3T BRelle.SRaT AT SrffRTcrr
ferETeTOT ShROTTAT &G F/AT T © Sffere quefiet AHTfe et 3ATE.

USATRUT/ATaui I Jed YR 3MTed: Ueedmed, SEHa Aredrar

‘qB” & Treh 3R Ufdfelaeet a9 frdd QMevarITdt g axar. SaTevund,
IR o T TRATT RUATYE! STRIT IO U fhar Aresiar o
PRUIYE! AT GhRATATEHE U PROLAT,  AfihgEdT RIS
MEMPS Gofal P, I SAHEY TS A PICDRUV AT bt
SIT.GERT TATIET 318 T ST R 7T TR PRUATHIST Wos ATl aravell
SO+ T Toch TRIFERS I 3R, STeITedT JTeca H8-HRUTT (co-payment)
PRUYTSAD A PIEIRT (ISTER0M, DRY THAM eI [Tl BT
ofTSTefl TFPART HRU) ST figpet GepT ATET ST JTeR PIGUITT Hed 81
9Tl

gTeepral qUTUlT HRUFT Tfghar &1 famaredn STSTRIG HIGAT FHIONG oTR]
BT EATIROGY, 3T TeT FRUIR 987 TTeahral Uhax SIRaTT UTde! I8
PRUINATST 372N ThRE! ST hRellel AT SATes o STaT SRgel Rcilel. &f
Afecll qeATd SRIAHT,  fFT IORAUIRT UE IREUET AN YHR (VU
YTEehTedT SIRGH T YTl GRIeT) UeT Tl WHT e Al [GHT huw
IR AT PIa AT Getie ST FHIIE JATe:
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q. Ufaeifie AT (Historical Record): fomTad < fomm umemiear
SIRGHTET dTce! ST I AT SIRgHeaT acHTa Javare srear FfE
PRUGTATS] T HIeblasIciiel dci- UTeda. dTedidect Hifed Hoauarardt
T ST SROMT=AT YaITa TR qreyHT el Sefl ST S T i TaTRy
gfcierT, Ud I (Credit Rating) 3107 HFleT GeiU[ch Iers PRUIRATST HIftet
AT Hfec. IETERUMY, SR ERIHEDRAT YAPIDA  3FIh DR
JUETrET SiEN ], TR HISIHTED ASTEl SYETIIT  ASHUIRIT
ST 31788 fHT DU SR SRICTAT TTEDBTCTI AT HRETU @ Tl 2T
3TEIIT SRFCTCAT STIRGHTET UTcTebTal! STTUle ehRo il

. IRFY Rl (Health Condition): JTEHTT S fIHT TR&0T Te™
PR, T ot Teeprat SRR Reercht JATfT <A1 Sehler BIurdT YRl
SITSIR AT & STV YT I 3R, cMH/CIDTaTSITNR fdhaT gav Steieprefi=
3TNIR 3Tl ATEDHT AHIC: HIBERID U i Pel ST JHATHOT
QAMe, AR BIUATE SRIERT AReiedT -UT8dhiedl Jerid el gaT
ST ST,

3. dleaEeEE IR fhar AewereEy  AfedEr aRaE
(Demographic Characteristics or Provision of Demographic
Information): fHT HU=IT AT T UTEHITAT ATBICITATGRT dfrerrar
feraR epRcTTer.aree T fdepd =T, 40-50 o ST e YTeehred qefri 13
T 20 A FANCKICT TOURITEPSIGAYY Hel S, SA=T AT Sia
feramae 30 T 40 Y GANTCIET TR ATEHIeAT JeTd 60 THUET SR g
I AT GIBIGRID el ST,

Y. TSTuil/ATaull Tfhdaerar fa=T GeligR Tl dhetell ga¥ Hifed &
AEI: JT8d NG Aeted] fIaredT FhRielT Fafer 3. IaTeRume,
PR ST SUETared SRR RS Ma9ged 3R, TR =Tt
SRR Ryl SATIOT ARTIET STRTRIE RS SATaRTD SR, ST,

SiegT IR Jrfd ATfecdl 3RTd, el uSareuh/arauied dicars
THIRE 3R ehd S 3ffereh TTedn Hifed! SRTcied T waad! Fae eruary
ffhaT TOA@: o Udc INOI UIAIRA PRl SQExuNe],  PHHI IR
uReteref/aRdtenfaras (TRteme/SHcaRIdIdIes) Blede RTetel! Al
ST Hifee 377 T T AT GSRITST AN ATENT AT 3T HRUGTIRGT URT
PR ST AT TR T8 DT A IRIE/SHTARIBIATE I fegp Jreciier T
IR BT I AlDIeT TR NPy dIeuard! oaaar SR
IRIA. BTG AYTFE (AROT) AR HRURT AGHRET  TRADS DRUITA]
gFCITES DT IRTAAT AIDIDhGT IO IDRUATIRIT Tc:ell RG] el
qUTe (TRUT) ol Tl Ue avd HIaT dRald, URq Tedrev/amE &
AT PRANST T ML) I Al AT ITORUITE 3T Rl AT ST
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PROATET Y& AT SADIIaT goracre e SRS STl F8UH, T

RN 3710 TR [ SAThRAI.

€..3 S¥ SEJ (Other Techniques):

fachir ot fhaa Jevma © SEieuedTssull/amauiie Th ISTERT 38,  SATGR
faohdT TITI=aT IIEHT U S3haRdl IO EREIERM! e It @rorty
qifeclt Ube ey fadua:, aneft JUET TRSeRIAT I JIRAT SouEEeT

afsm  AfEdT Ude  aRUIET TR PRA.SSENUe,  fohmrRIdr
S0f(economy),lAe=eT f®BR™ (premium economy), TSI IO T
FDH T DRUIN oD I8 ARG Al Jebc DRl 7T HIlSeiNTg,
YT THUT TSR STITSTT HIGT T SR o eIl

@RR (Contract) FigaMed, ““arefi/gfrerr ufcmm * 3Mfor "Hicipet e
IR " & 968 3MPal UhHBIT daedld aTdRel ST, (UfFade HRIRTET
ORI SUGTYET ATEhIens ATeaT b RIS WTSRTT ATfedT 3R (IT. ATt
feberet febaT TRTe vl AT Hedrieh ). Df-auet/sehdl FoR fafder gepR amos
PRUIIATST PRIRFEAT Tl AT IR T AT, FAPE TPR Te-
FarERer faeg (bench mark ) Surmed (o Juuf JrfecdigaR oe del
SIT) THIUR QAR Nel, SaTer "o fiel ATE weuE afiewel
W3R Fd PR AMFIT: TUH-9arad FHTEHYET $HF IR R
(FBUST, STIR UTcfes T "RITereT fae SIToTRY faghed™ 311g).

§.3 SIOTR Wb (Market Signalling)

<P RIGIT 8T HeluuT S qarielier ATfecia s st svuarelt Feferd

3NTE.PRIRTT RIGIArTed, Fdhd & HounT 3 B U UeT (3TTahdi/ agent
FEUL 3fieseel] ST faRaTeuor wad:aeet Prel Aifed! g Talds (&)
UIEradl. SR Hapd AT 8T GRaTdiell Hiichel R <R ST T
HHATIET ST fTRIeR JMETRA fABRIa dell 3RIT =i, Tl
ST TTHTA AT A FATET AU, SRR 307 3R TR
TRIRET R DR JobdT ool el SFeal Aldst IR Hehel
Rigiamed,  (Tvre) oraRt ee JHT g FRikhlem @
] UTIdlaed Adhd  UTSadIe. S@@UAT/SHIUAT Jifed Jed a1
R RercieReT At T FaTereaTe faaTT 3fTe & SNesEuT=I/SHIUYATAT 3Tfeeh
& ITMOT FHHT &FTaeaT HHATIAT FHRaudra TSl 3RIUATT FDHRIHD
e IMME.IMMIBR, e FRIRRIGT Tl &Ml HIFFRAT Sod
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&FCRAT PIEIRUNGT fIEF-Igqur difes PRUART HFeH e, Rfermeil
el & A i ST

Tl GodT & S Atfed! (TRYeT ATfeIRET fa=ier) =T dede
STel, Sit aeqRerdielt Fefer 3ie bl, Brer 3 aeRmed, aw SAfr
JITIT JAUEETTST MM INTRUST ST 3RId.ARIdhe U]
AT 1973 AT RGN 31 adel Pl S T8 JFHMAT Hifeci e FHRIER
A o STebelTel SATIOT Yep Ul el TSI =T UeiTell s fere Afect=m el
AT The IPRALIAR T &f FHparar 37ef Ae AT AR AT @aT
IER FIRNT TRA-ATHI: TeAT HAhd 7 fTTeaRT TIET SR fdmd
. AT, 3D TAIT IT YT eRIera HSdTad e,

o UYPHM (Tuic) HPhd UTSIUIRITS! fohelt 95, Sl fobar ST @ ovrar?

o UTHGAT (&, S AFFIT: FIERIT TREIGR ) HTfgci! JH1foreh
U AT THehelTaR faaT T 3g 2rehcll?

® I TEKT GReT i T TFehel THAIST 31T ST Tt I¥eh HTHTOIhUY Hebcl
PRAT 3T UTHhAT T ATfediay fg™T Sadr, ourar aRferdid ar
A fqersa?

TS T S I/t TMREE 3. Yoooo/- HeY fAHRmE! 3. & & Uar
ST ST T8 AT AT S M e 2. 60000/~ IAA--IR
AT FEUNT &RIcAT e [NIdd S ATfed 3fTe faddd Aifgd 3Rier.ar
SATUTEETONeS &Y AT SfiaT QraTE! BRIST Blsel URg HIfed el TR0
T BIUR AL Slarer e e 3rer fafder Mt drfed ridter s
paTfRrT TRECRICT T dIel. YuT ST Juiara! geral Hiied! SUaRT
STaTelT UR& AT &8I SiaaR. el Jd Alfed! AFuaray faemT dar
SargET?

3eferreTsT FUITT ! aR gui dholedl FHIY IeRME SRFHM ATt
T 3118, ST AR5 37 3T 3MTe ol WREIGRT SUAeY 3RAerat! Al
fIshedihs ST 3RTeTedT Al & ! 3MTe. T AT FRITE TR
3118 BRI 8 FHRIT HTaTeed] GRRIAHE UTedTe 30T Ao ITRUS
foars 8 al, oreft gRReE Sume IR SNfhgear Jrhriem
3ITE.qAMMY,  STeal IR (unexploited) Fed SRI, egl WREGR 30T
fAsheaT & Hod BT PRUITS AT MEUARATST HIcHTE 3R, Iod Soiral
IUTE 3Fetedl [heivT Tgiedn Jcare-redT Uiaie Heba SUARITST AN
AETD e UboT TRAIGR  IJog-Urared] 3710 HI-urerea
Wwwmﬁﬂa@ﬁmaﬁﬁ%ﬁmm@rﬁqﬁeﬁw
ifgorT WY e Hifgelien RawT Rt TR TR RIS
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STRTCATE ATENT SATHEY Ieurer ATefl SRATT AT FEouor el Hegw 1o
et STTT. ISTERUIT,3Feh Pl FISTRUSTHER AT gl Rl TR T8,

ferehed T T JeqTe-Tell Ui Seifaugrar Ueh HIT F8UT 841 (gurantees)
feberTgociiell &t (warranties) <01, SR TETENT SIS A BRI UGN

gl & (warranty) foefl TR JHAM BIE.AM®, HAG EoICR
SUTETERGOI ! &4 <07 & IeUlerT Feered] el fodr 318 goed el
EHY T WREIGRMT AT i ST TS aiedT Sotrd ST
3TE T feraTATaR SRy el

U TUIETT 27 Tebciicha UIRraT Hebel &3 el 3T JATURHT Teh HFT
U AR 78 (brandy o forgifdha/fmae ) AT TOR RULEATIR
fF8Te AT SR eI uraielt STisel aRg o Hica 3R 30T edre
T &1 ST o dob JATIOT TATE TeT HERAM € TR PR 2Mebel.Uehal
IR g AT JeTfid AR, Il IR RgRTe/ Tarig SRTe-
TUTeRTer SeUTer = <o <ol FREUT Ul & T TR fecTTl 3T, SiegT
TR QIR foeg/ A1d 3ietell IeUTe- FeERIE-TUERd IUe o
PR, TTeaT ol AT SIS e ATe Sal Wb gTedT IR foeg/

TaTS el olidbTal! €U G A .

e STSTRUST b (Signalling) FEwETT fFTehT SSITe. TETE fFRIRATHS
T PHATITEECT 2TSIelT ATfe 3i, 3T TolaR §eIR 318 BT, AT
SR TS BT SN AT SEIEER 318 $T 3RT [aReIRT SSaRTHST df
AT ITRIET UET PR D ATELANGSN, AR & 0T g PRodm
RIS el UTfeT. HeTidererii fRreir & gfgam aMmfor et geffquarer v
/RIS 318, 7cd & STIIHATEERICT fehaTeheTdigR feie el STy 2Teha.
(aRurrHY, el et s wfsardiier it wigca Jfer prugrea
AT AT HedRAS! Aigcd Ue QNedIe.) ARG MYaRIARILN
(resume) TTAT I AT FEhATHATIRIT ATST HROY 3R O 9T e
HThYep T Sefecilet.

HeTfdereri Riewr Rl qur &g eebd AT aedRedge e
AETfdeTerRi RIar @7 OA I drel R uH FEir e
ST, 3rITSTHEY Ueb IO IR 3R 37T bl fRAeur Al Wigdel IR
PR, TEUINTT Sl IeTedhdl dTGqUaRIS] Jdau[e HRugrar & U HI
31Te. 3fciichs el Pral AT 3 JFerdel 3MTe DI & Fol Yehrer g febar
Pa% AT FG A8 IMOT HedEerRi= e 8 qe: Wil
SR fTEUT BT b5 TebeT <UATRT Ueb AT 3RS, SR I heafed FGHM Teied
HETfdereriI e AHTe Suhdl HR ST 3/ 2T el faemeatear
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SEIP I TN PIET IR TS ATEI-- el FDR/ATSAT BRI THIT AT, ST
ISP ARSI ST fIHRT 3ATe DY 218107 & HIwelT Higeel TR bRl 0T
epeT FEU[TEIPR hRcl, TRIel AT & Pt AET Ao fanfaa arre.

b B TNl AIfRd! 3Reledr el fhar oM St eraHfHa Afedrear
qﬁﬁaﬁgﬁwﬁam TSt /aTraol/SUaISH/f[Af—INT (screening) &
of Rl ATfec e Sugch HTfecl e Huare JRIcT 377e, &l TRTd H1fed

HIchel T B WIS YU/ HHTaR Suardl fhdalr difes! fidhie e
PRUIRIREAT AT T[TaUhlaT T FbR QT AT fFrierearar
fieies ¥8UA UTEUIRIRT SRICIeAT SISIGRTeAT UreMiar Jay Sal.amiey,
3ISIER Bl ADPUT fehelT BTG e QeBUITAT  UTAT Hebel FEUITI.
SISIERI g 3T YR Tep fe2lieh 318 IR IR b€l IR qeeie
TS Al Wb el RIS Ml T Hehdredr Ul
TASAGT,  ISRMEAT Yafed] SgHaeR SMERT I &l AL
AU oAl IR0 G 3TTe.(ARhT Tcde drerared] diear
fART&T0T ST T HeTeh ST BHRal. YUR/BTHIST PHCUH & ARG H-TCe
frraercaelt HeferT 312595 delel I & JAUfIT AT IeureT 3TTe. Hebel
Td fCpg (difae orftr A1d)) Fhd Mesdel ST b, SR HddH
GPHEY TS T YepR AaU[eh befl ), Hebelral IR 8T WS FUM
el ST QTebel 181, FEU Ueb THIR Tfecteh TR el SIId: HepeiredT il
Sl TPRHD HIY AU pearyEr g gRferd wh
ANIRIMfRATE Udre (feedback loop)3me: FRIAT dd IR A1feciar
AT Fr AT (MREAT/AHSI ) STETT (T bRl ATIOT ST AU FEITI ehral,
3NIGR & AbdigR URIfhaT <t SMfor Rl 8l Addhel TU=d Hapdl
AT 3T HRaT of 3FRT TR RIS 81 2T,

AT 1973 =1 ARMFTRT GaKT ol Bledfie ITexUIRIg dbail: FHI G
YPRT PHANT 3T - IRt JTTOT ATSC - AT fF1RTch IRTeAT HHATATAT dTSc
BHHTITIET STRT Ja- SUIATT TIR 7T

YT 3Rl € AT JITUATAT DIUCTE! dRffdep JFT ATeL. dI$e HHART
FEe] TRIST FHAT, DR G AT HATITIT He-diaT o fd8r
PRAT AT, A JaT AT ORI HHATIT & HIfee 3118 el e
Iod I < 3fefp HAGGel HBUIT U 3Med, F8U o Abc e
AU P ST - AT PRV, PIal YAV RIGLIRY O W J&I
TEIcTeh RAT: TN JbIRY HHART ATSC-HebIRTT DBHTATITIEIT fATefuTeaT et
UheTATS] HT I <dlTel.dl ST Satar ey well a1 fRrepquii/aredra iy
RTEVHTTET W Sl 3R TET, STl Praldes] RILATT STelel @ (out of
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pocket expenses) F&cel I, PRI HIVIET 3T gﬁﬂﬁ B Al DI I
AT 3RTeledT RhI "dFeaT” (FBUNT I HERT) SRmey Aiquft
PRATT.ANES, =T SIT GAET ey o 31 aF el W< ome. § ‘5,
e 3TIfOT ATfraT, A, Joo, TRICT JMMOT IRTE gax MEr T
MR T "arse” dTREN T R fhad AT & Fhdiea
BRI SSEH/SHTITS eI JIGuATel RSl ATeL.dbdd e
(Sl fohaT 3F2reIT) SIHUI JTETD 3ME o FEUSIADT  3RFetell TS
"FNCIT" DIHTRAT Gdl 7 UTfeeiedl TRl ADHRIHHNAT Fefee 3.
IR, b ST YHTONS 31T fbar fA_Ye(or 7 axar Joarairar
TorerETT HeTRIT SAeaTer Je ST of ST <aredT e Hefed ae.

fHPTe/ The result :

AT QYT PIaer Dl SR RIS FHHAT=IIedT ScuTadce Hetal ARG
feor =rel, e o FRIRRT ST PHERY SUTISIET Jedd 31, b, SR
I GI/BRIST T ARTATT 3R (fhaT IR el 3RieT), TR "TRTer
HHART AT Iod IeqTadhcrd Hepel SUITAIST 3Tereh fRTefur erciled.

Fod YHUA (credential) fresquarefl Fefera daemciar are defiwme "wdkr
PIqS YRUM" (sheepskin effect”F8U JTd@etl ST, PRI "HrT Pl
JReqor dtervfies THTOTH (diploma) 2T, & STeiTe B0y FewdTer 31TR &t
g foremrmear Sififes aufear dRared=ar FHF ATEL. “Hel dras giRumT
TR AT fererumeaT J1fReh aufa S1 fdel ST ATUET SR Jae are
T,

& “fRTGUIT Tabcl! SHTetel/fremr |ig fietet” (drop-outs') faeg “fareor quf

TR’ (‘completers’) T FHE Ivia RUET  cIedT  daAI
RIS ITHATHDUYI TfeeT ST 2Mehcl.8 <iel Hexard e b JAferep ferfar
ShIAT fereh R feredl STt & quiuoy Fepe febarm “Hell abrers”  giRumHiTSt
et STt a1 aRegqReerciell qRIGRY Rl AT AT, e, fRrarr & eg<ht 3ffor
YU FHISTTST 3eh T Jeel YuT el oieel a1 Je Yofar, e AofIaR
qRUTT RUR Fd 3 oced FRIFT el ST deer "Wl Bids” T
qiRuITe IRl @1 HeATRid deradl. dbdia TR 3 & Ao
ARThRIGEAT Hewqyi aRe TeUH Jfd @xaw, dod, § S
TSt T are-a, foTT ST ieT & AR HEwTdT UehiH! IaTe]ul
3TET.

qo00



U (The Model) :

fRTarEr AT RS AR g Sded R e
3rTed. fraRTel= e Furor frerurer fdenas y GR HIter ST MO dafehan
s orf e, deftis @< & e onfor AFRIe ISR
3. JMHSART WA TATHIOT ARIFIIT hell TS 2D

Data of the Model

Group Marginal Product Proportion of population | Cost of education level y

| 1 Y

I 2 v/2

I ST T FRITeaTaT IR fTT 31 &Y e TR y* 3R ST
T IUTEHAT 1 IR AT ST IR IUTSDhT 2 31T AT 9 detel dad
JBTIAD W (y) IRIT:

AT fETDAE PRI PRATT T Sy

9. PIUIRY 0 febar y*  He fRT&IUTRIT T TR HESUaRT BDIUTET THeTe
PIRUT TE.

LTI R (sets) PRl y=0 SR 1>2-y*, FEUNST RGO Joaues
e TaT URITET fRT&TUTTET JdU[h hRUTTUET ST 3ReT oR.

3. e 11 R =l y=y* SR 2-y*/2>1, FEUNT RIS @ 7 o
FHGSUTRT URATaT SR 3772,

8. UM, HRlleT &M ST Uod Saedld, SR 1<y*<2 3Riel, @

Y. qegieN [1,2] off Gefe y* <t o gudiel g 3ffed, WRg of
PAVRAT GRS Foded AEId. e SR y*  forcder arge
qRUMT e 11 &R 38, RIS AT 3T

§,. SR PIVRIET Fobd et ATRIT TR YD chiell I faeerd mféra e
IeuTe feel ST, F8U[, el AT | 8T ATSCTe arse 3.

), SR HITRIAT fhidhies ScaTe-THER RSV PIVIIE! aRdfdd TR

qo0¢




y* B I PWIRTEAT TBRIATe! Yd Qe gaeia.aral FRaprer 3y g
A3 P AU ST fhReples ST dTade 3178, & MIRERUU I 37TR.

§.8 AENTS [hd (Costly Signalling)

3ITGeBU AR T8 BRI IR J&ITedT Peiid! qai 7 HRaT al-al Uar aoed
IRTeTel EIRUT 3TAT.3ANX USIHT Tebd SUIRATST 0T TRy Febal foramars
ST & HEWTSIT Hepclidl ISTERU 3T Sif A Hebl TS e
SAITITATS! HIET bR SITATA JMOT oGl ATGR AT STTIOT FHebel UTH
HRUMTAT Y&T feledT ATfSciaR PR el UTfest. 3 3gel, Ucgeld, Hen
Hpd TAT 318 P ARl TEed &I IR II6 3=, Quek  (2016) TT
STRITATCT 3 GAUITT 3fTel 3Te T ST 0T <l RN {+0ig 8o &
fCHTI erdetedT HeberT 37ef e ATeld AT FHSIT Bl el

ehT h. &.3
Prisoners Dilemma
B Cooperate B Defect
A Cooperate 3.3 0,5
A Defect 5,0 1,1
Chicken’s Game
B Swerve B Don’t Serve
A Swerve 0,0 -1.1
A Don’t Swerve 1,1 -5,-5

SUTFEROT G JATFOT §E BI/8¥<T (Sinking costs and Tying hands):

Ueh HEITST Hehdl SATEY fehamimaiiig, WY ("8 Ja")("ex ante") & A
G (sunk cost) 3TT8. TTT T ISTEXUT FEUNT J-ITHT STHATSTHT HRUT HRUT &
&9 TUY Hobd UG MU T TN bell STl.ofegl oy e aR
PRATSHT fbreT HISTell ST ("HCATEM / PIRARR) (ex post") T o FE
/BT HIel ST AT T M ISTeX0T 3MTS SIraT JoaTiiel A1aT
anfYfer W Adl, JefU, I el & Srerdid HIROT o Ml Aheredr Joif
UhHPTIR feiq T 3TTed.

908



HGfTehgEaT FHUIFERUT W 30T §8 B1d/8%d (Sinking costs and Tying
hands) & SI7&! FETTSAT el I8 YR 3N FATY JGTedT FHRIT 98]
HRUGTAT TgciedT Tl GRUTHBReTE [~ HeliHo ey s¥re el
STTell 3178, JTeiihSlel 3TN S Bl SfvieT 3t Dif-oetde Nelege T 3Ry
[T PRI DI RUTARYN T AT S8 BIA/ERT 8 QIa! [TATET ATS(IuaTe
THTAT ST, HENTSIT HehaledT fhHdicl el daet e [ATATEdHed BT e
PRI & SMET & ot e, ATSATET ST hetel HAET ITART Gexl JAT0r

frferer e Bldt, Tt e JRaffe v, aTes Rl Jeae R med) ar

fersae (Conclusion) :

I e (ST, ADRIedT JORUSH) Adhd AT SRhl TITd Taa:d iaH

FEU ieT BT P ATl JadUhlaeerd Hebd Swlel MY JTed, Iq
ARl T FUCHAD FhNIg T DAl FebdNIgid U HERTSIT
APhdiaR A& Bigd PR, OgEET TUYUR HHI Wfdd PR FHIAE
PRUITAS] HTfeciedT fauHdaR H2Me SXdieT et 3TTe.ISTeRUT, e ST
ST (1996), T "Cheap Talk " T oRaTd i @l o+ Tl
AR el T BRI ATer Teb TT {07 T ahef.

ufiipet Fastar T HRUFRNIS!T dedreul/=m=ul/SudicH/RFaNT & gea
GRUTIHT T 31TE. & TEdT FhcaRIaR Mecderel 3T, WY U &I B
ATe: IR, ‘el UMY (@7 SFIRRT oRY) 7 ‘aige’ uafwe faar
(fofg), ST TUT BTGt ST ATARET RToS el ST Fehe e,  HTfgel Feiell
IRy (R Jifediar ebt) ST o el ST folg T SHIeuaRTeT
gRUT JIR BRAL, AT, Fbamede == e, Hifed! SURAIAR, o
Rt T Ted PRUYTATST Ufeet! TTeT e,

€.4 WIRTT

I UBR  YSATRUI AU /SUAST/ [T Jfor  Hehelrat  Hehed=T
HifedTeaT SrHTETe FHIUT STTeiedT THRITER HId PRI Jad . BIFIR
febar AT SR Iurc fAfTE Urdel SHefdl AN & SV HUar @
BT A e, Ql-al TTATS! of 31D 3TE.

€.§ 7% (Questions)

1. TSdTeuT/Amet/ U/ AR Gehedriay Uep ST foraT
2. SIfH STOTRIT YSdTesui/ATult/Suis /AR oha Tus .
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3. fomT ARSIt /amault/S Ui/ fa == JTfor Hehdarat Aad P,

4. AT HheT-T TUT PRI
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Hqregel 3

O

YTh AT

9.0 IfeEd

9.9  YATEAT

0.2 TR /ARNIT FeRRATId/IaeRTIDh T 3UhH Ui ™
0.3 O Faeud T faderr Jfem

0.8 IUNRICA/ITART HeARiveh Rigiel

0.4 YUl & fEe a

0. R

0.0 u¥

9.¢ e

9.0 3fZ® (Objectives)

AT TRFETET ST HeITR e STetie] IS e M cglel

SV ETeT

I <IT U & SR SIaRATIh I RIGTATUETT ITos T 311872

e RI=Tel SUThlT I

THT JIGIVITIET SUTAIT SNRIBTHIPRUT & FRRADBIT I BT TS
& GHS[ STer?

SRR/ AT R AT
NEURCERERRICISIC]
IR IR, el JATOT AT
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9.9 u¥areAT (Introduction)

AR g fagia:

I URUTRSD RIGIcTT T TGqUaTeal ST JTER ol
YU fI%I0r del Bl UIRT TeUH, STSHIeN & douHT Hisel sl
AR TR fPRISUT GRal SF < SR SUGThall R
TR HACRAT S S, AR AT UfHEE Hield JTior
SRR T STETEAT BHIGA[RUITET YIRUI FBU FHleT SREal.

ARG GIRT RIgHA SFaRIIT (non -neoclassical) G
3C IO PRI A IpTR He<T drdrdl/ e/ gSATe Sl Far
H. FUBTHE 3D Jed [INITaT FHIY 3MT8: FIeR Gard Je ST
i FATe-eeIiRa Rigid; g GRUmY SRfYe;  add RIgia;
3R Rigia; el Rigiar; 31T duwrrar WfceTRies fawrT.
qreTTEd) LI/ USTHEY URUIRG  [eedl/Ariesioredr fast
THT SfefIdhelel TRIPBIedT TRGATAT JHAIIL 3MTe. ST fIGHFT a1 &=Tchier
FSMISTaT ARIST &aT TS JAT0T SATeifier reiemre aTfor FHAf-aa/agd
&ROT (corporate strategy) 8 U8 et Ty HYATaT SR

IIRITHT g TTARARAT  (FRAUD, PR, TR RSP,
IRIGIER, D PR GUED) Al Goll” FEUH DieUd HRald STl
3R] TR T GHC RO MALD e, IAU[pred g T
petedr fafer ggeiiT ofi/Swe avATTGR Her e fFRIeRT dhef ST,

IreT S 9T 31T $hell STsel. Ufeat AR AR, fIemmfer =
ISl AT PRl GH-IT 9HIIE Y07 AT 3107 FATerrey
IR, e 0T AT, FSRIRIRIR ST 31T aeR G mearRa

9.2 TN AR YA ATIR/ITCATISRT IUhH UfH =

Morris/Marris Model of Managerial Enterprise
9..9 FIARIREIET IfeR:

aRear il e I 8 3N Dl IRl
Gfed Al &R SRKIG SR gIequl,  FEUNTg e Rieered
SUTETAT HAURAT IR &) 30T <gred] Hisdell Raaaredl arsr
HHTST R
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PHTCT (maximise) § = g,= g

S g = Ffeld arsrem &

9= TTARIRIEITAT IeAEHeaT AR a6
go= ViSTEITEAT QR TS

AT HHTS HfeTT bt ST UTSYRTAT PR, SIARIAEeT &1 FATaT
3MTR. T, SUCTeY STqATIDHIT HRITE M7 Tl diered it e
Ppelell HITET. TR FEUN, WKl SR AAleperat emah! frssfauvarear
FRRATIDTIT FoBT TATYT beleil 3D FATET.AT FATET Jeiel AT
fTor dheT 3TTE. AT ST THATHIHROT T8N JRFTUR 37T AiSqetrear
greraT &R YHHAYU AedT FaRRluD el Ta-dl JuGThal o
HTeTeh- AR SUThell STRTCT ST HTE &I,

AEIT: UG fAGAeRAT 3 T gRhale  dell 38 &l
A fRTON 3MfoT eRIToe & SR 3l Sfe® TR /M
PROA ST T SiT HATeTehi=dT Eielt Thsd 81 ATeNd. aITadh T
IUGHAT e med TR,  Rerci/astl, Sm/ded for Al qmedr
JRARRT TATT FHEAL B, TR ATABTAT STNAIAT HemTTed T,
ST/ G MPR, HiSdalrdl MPR, NNl BT I
AT TfHT IRIRET T FHIIST 3T, 37T YBR, R IT
T Tt SUGThT dTedTd e,

U,,= (WTR, b/, Rerdi/asit, A< GRam)

HleTdh T dqgrhd'clﬂl SR SR A6 RUITAT Yo Rl

U, = P, qisdel, IUTe, IR dIcl, TS+ fcsT)

BRU ael PRAFEY AU dgci Tel (variables) SIadd LT
JMBRATFTAT UhTe Terrell STRERYDT TR 3R (QTell TeT). TrsdatTar
PR, IUEA, Hegel, SRS AT IS ffder Iury (Fcern)
3YTE STOT AT PIUTAT SUTT HaTTT ST ATeet THHT ATa.

el 3ME AT SR TgID Fefere 3MTfefep GRHETIN Thra ddt sieefeire],
STUIeReT PIUCATET FEereprT SefepTeil dTare &R aIaaul & Sreidbroraic

dledUTzdl qHJed Hiel Vil RAdhd.

forgr, ARG 3T gfchdls el Bl AU ARG TRyuf
DR (HISTetell) dTeed ATeld, URg arsrl X (= JAThRIT gacf) PRI,
WWWWWWRWW
39D T8 SR O FHGed AT R, AU FIARIG AT T
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DT Iod RiAdT UTedl: FeaReigd AT dlecdl eI
LRI A1t AT YSI=Tell (ST TR, STeh 3MfOT Hfersa areig o)
ST, U ST s ey Q=T dact T9M $ATs ammfor Rerch
NI

qRIIeh ST SeaeTaehre Tieiefierar ST aTTe. fafde sy sRY g1
AT Bl IS HGAT DS SITUINEST AT e FeIHed)
YTl HTET ST, oY aTTaRyT “Farrrs Tfigel 31 erhal
SATIOT SO TTeAT T FeR=l I “Rrepuarard!’  aRrd des 30T JRIeT
PRI AN, FBU[ eI+ TR URYUT TRy aT
AT SR SRR SR 1@Vl & 16 3ael 31T,

AR 3T gichdle 38 T a6 & AAATIRUM0 HHTeReprear feereft
G SRACI,  dTare &R (ST HISTell efl) Aeaudrd Ife® e
QT gred. AFUAIT e &) (ST JaRRiTadhiar USTRIT SR 81T
3TIOT Hiedel! RAGATT TG &R (AT ATHIETU SR ST dTgad)
T TR PRUIT TRST ATal BRI FHAI R & a1 &) q8
I

AR TiaReT 3R foRET Al Y HTeTdTer SUGthell et & BeiIeiSHTor
feTfeet S5 arepel.

U owners =f*(3c)
3 g_=HTSqetreaT arcreT &,

gc 30T 7T AT AHRIHD AT FIITRIART ATAD T THRITIET AT
TTET T T & XU 18], ARG Ted] oigred] Ade! 3R gfehdle befl
3MTR Y ge 3NN IT e+ ABRIHHRAT Feifere T fafdre gk
ge 3T IT Taicter Sfex a9ard.Riam, TRRTedT aeAIdhT IuAfar
HRITAT IRASHTT TaeUTT aoa R R &l I Tasuur 3Ry
TEIT GRel 3Te T FICATIDTY dof, Reefil SATT IRhT AT
STEIT FRTONAT aTeiell ASieuul Heferd TS el 3o
IR 3TFE foser 3O AFTofieaT ardhar ot RTdeT FaM 3RieT faadt
31feres TfeTsT fArcvet. 78U, Ry SuGchll ther GeilersA T feifeet
NISZRGeR

Up = [ (g0,5)
WA g, = FAAIHRIT IeUTeeaT ARTUT aIeidT &%

S = AR R IUR.

AR, URISTETT S0, AIRATIRII FeredT (FUfemadaR g, Sere
TIfeT SMTed KA gfhale dxal. REm, AR gafaar & s & O
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TEEyUl ORI IR TR Aol 91 ],  aRefdT VIR,
SATH/AT-3R0T TOITR 3TN FHI-GRUT UK, o TGARIEE 371
EIRT AT .

TR ST FBUH HRH 's' T areiiver FeiRa wafer wuE g d
'S (AT GRam) FeTHYhaT Todred] a) FAepired] JREMTS! Hqchdl
UITa! fepReples SURIRIAT ST 318, TR AYhredT FTeft 's' =T e aT_gT
I SUGhl 3T T8, AT TEITDI FaRATIDHIY SUGThel BRI

IO B

Uy= f (HD)S

S s BT RAFT HATET 318, RIVPR,  JedTd <1 HRHFEY &I HTaT
ORI BT, ST FAier Pral queiicar uRIerT HedT.

9.2.2 #IIST (Constraints) :
9. IRATID T TSI (The Managerial Constraint) :

TR URISTET HRIEH SaeATIh Y faRdRTeT &x1aR Ueh i3 maife=am
IR TeE TPREAT. PIVRATET THT Bl < S/
BT GTATIDIY ST dTefdell ST b,  URq IR ST SR
RIS QreheT AT H&rH (RIS 08 el ATt Ueb T3 7 a1re.

URISraT RIgia T 3e &Y Aol 8o snfircraRRdT STeTea
RS & 99 IaRAIGAT AERRIE NI ddl SRl JAiferdh
HHARIA/PRIT SHadd TRUTH JTed. FE-a AT FehRINTS 9T
CIGEUCEC WMW&WW@W@WW@W
PERRITE) rfieT BV T aRRAIehTeT des el ATTC. TS
DITERITID T BHI HIATGT ERBR DA 81T SRACAT AT & UfhaT AT 815
SEREIR

TS0, e 3MT IRy (R & D) forTT eqaaeRiveeredT araieat
Tt FRIfeT fAIf3e R, &1 T A deuaT Jnfor i Seutetar Ja
e AT feprey fAATIIetieT b1 & iferes Rl 3Te AT o AT
RISt 3iftrep Y FRIeh oo o cTdeR dreddl Id rel: Fdi
arEE  onfUr fesgeRAT HueE onfr Aoy favmTRaT  wifaw
SRR BRI IRTEH SUATYE! T I &Tar S,
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RRITIGIT FAfeT 3MOT carRiRere dene onfor fdw’ (R & D)
&I &1 AU a1l &R (g, )3T Wisdel YRIGITAT aTsHdl &R (g, )T
GIeleR JTeT HTed.

Q. M {‘l}ﬁﬁﬁT HYfaT (The Job Security Constraint) :

HAEATYSHIT ATbRId] GREM &l 3Te, IR JATE! FeUTell; o T
P! SATUITT/STY, FHRUATAT SIRFHICT (STHIBIRep N AATeT) Teb M3
IeR AT AISHT AT ATeThiehgT (WU HRTERS fhaT T FrRfeh
pelel HTeldD) TedT BTG DIeet STUITHT/ST, FHGUITAT G aedT
facepaul 1T LRI SFacid BT ArpRrar JRIGRTT e RT AR
SSEERINE

S

TR IEATIH ] RO RIIEIAT M Temdhs (fRares@ny) =
Sadlel R ITAT gSdbhral el Sgdadl. gfeedl UBNUNG,  Hd
GRRATIATT {+RJchT o] CAARTTIRICT 3 feIeh FIRTUT FTeTfeed] SiTget AT
3T HATEReD AT RO ST BogrerT +of e QrepeiTel. =T
PRI, CITeT HURATGET  SIdT JeRLT SedTd, e Hleld ST
IGLRATIATT ST HorT Sl O35 eramaTa.

PIG CTahel SITUATET GlehT AIGAT THTOTI IS TS5 Sehd:

() SIRGHIEAT JaguIehlc FEWRT U, gaeiyeh 3RT Yebed faedrd of
ST SugpAast ReR SRR &) IaTd o JoRe HIedT 3
BRISR 3R ebdrd, RGO I eI AT Ryl
NI STTUTATS. 313 YDPR, FALATID STRYTH CTBUIR ST,

(b) P 'fadr e gru’ faeu. IRl IF dEEqul onfe
TORIATST S8 ¥R M3 a0, URIR® (leverage)(har @oi/sHor
TUNRIR), R JUIRIR STOT IR UIRR T FH1E e,

Blﬁlt{c\??ﬁ fhar  @oi/=ur gNﬁT‘R’ (The leverage or debt ratio) ®
AT UVl AT T/ HeTedT ol ra/0T TOTTR
TEU[ YR el 37T

Leverage
or _ Valueof debts _ D _ &/ 91 JiRR

Total L A AT
Debt ratio otarassets i

FRLRATIDIT ST Dol TS T R T 3Te DRUCITARIRS IR e
& W INEl, N D AU Poifdl URAhS  PRUAT]
AU, SRRl fAaTeER & areba AT feaTedR/ATER #6U
IS Sell ST 2T,
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TREATT UK (The liquidity ratio) ¥ TReT TR STAATIRICIEIT TGHUT
RER[T/FHH AT JUIIR FEU[T YIRS dhet 3Te:

Total assets A URUIANCTHTT QRO HioH

[Liquidily} _ Liquid assets L <<l Semil it /| 501 ToiRR

ratio

TRAT GRV YU FEw@ NS, ARl JAI0 JGud HHT SR TR
feaTeRaRY Sfor feaTes@en/ATeRET giel aedd. gaies, U SR
BRI BT HRUTIMT dIed bl d FiedT IUhHRAT SHFRIAT DTet=T
SUINIIST SRAMP §F AIOFRIT AR P ADA. ST HBN
PRI FET TRetall UIRR g aflel, o Qa SR fdbar
T PRAT 3R TENT GReT A8 D, FITARIERAT ST 2T JReA<T AT
R AT ADPRIHD Fel e T BRI 37Te: TReAd dIGeA

BRGIEICES

IR fJ}fﬁT'l'\’ (The retention ratio) & NG 3defedl THITd CIENE
FIedIes 2IToT) TepuT TR UK F8U[ URHTI dhet Siicr:

ratio

Retention | Retained profits 11, w
Total profits I1 TQOT <TPT

AREAT A7, IR Setel THT 8T HiSdeATAT dIITaT Faic T faxt
AT 31Te. T, FTAIERIT =T STRIIR SR 7T IR SaudTy
qTfEsT AIOT ATred A3RTeT el BI0TRY BRRUT Clesdl Asel SATHS
3N faee T ArTeRe oY gaeiTo qeetuarn o 89 e
HH TR ASRFET fhciia BRRUT Hlell, TR AT BUGRIT BIdT
JRY 815 Al ST ATeb eI el Rerclt e .

AT TR TR (RG] FaeRiTuhiaR) Tl Auesied a
T Dol S ST ' gRem waler  wEurdrd. i
ARG ARG g & qreier FefRe det S, 7R i
PG " R et ST cTS SR & . 3R TS e 3T
& Y T TR ATl IRIART ATET, TR AR TR, FaReI e e
AfchiAS FHUR—ITER 3faeie 3Rielel aor.
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IERATEIRUT U ST STSTUIATE adl JerieR W T arfee.

TRJH:

a, = liquidity ratio =

a; = leverage ratio =

20 alte

) . Mg
a, = retention ratio = ﬁ

TR 3 AT P TPUR a  THRIADPRIAT a1 M Fafer Amg SAfor
AHRIHADUU a2 M7 a3 off FERG 38, TEUN, UHeR aRerdl HH!
Slear, fohdr aTar fa<q (ebof) T ol TV aTeedT fbar g
TN TR YU TG a dTed. cITISHI0,  SiaT eJaReiTasi=T
AT ReAdT aTedet! fohdT Tl forTer THTOT (D/A) BT dhet fabat
G Seted] TR JHI0T el el (V8RS faaRa T arede) febar
forgY Mt AT PedRT FHR AT CIeaT ated.

R FEURT: IR eI TEI G 2l 'Aer YR  (s) ST 3MTfefen
HITeT T APRIHD FaY 3ATE a: SR adleel] (VhaR a_1 HHI PRor
fohar a_2 areq et [ a] _3 areq) TUeUvqHRReRl Reydl s
fEare@IRT STONfHar qreaTd SuaT BIY ATATST 31ferp SRIRMART,  SAfor
iR eIl et YRIGTTT BHT Bl JFQATHDBR, a o Iod Hed
R PR D AP ARG YR SR, TR a o BHT Jo aefad
I GETID ST TRV AT

MY Garll =T IRE UfCHMTE Wisdel! qRagarar drgrar
T, FATET 3 .

9.2.3 UM W¥ET W9 (The Model: Equilibrium of
the Firm)

AT AT Fae: T IWcherdl SN ST A6 PRUAT I(eE

ST, W TR Jcararedt AFiiear qieid P 38 (YRaw
HITET A& TS).

U,

man ﬂgs?‘szf(gﬂ)l

HTcTeh-RTERED AT Teiel: T IuGcherdl SRS STR dTG HRuITe
SfeE ST ST ARG Higael [RAGATT ATG AT &RTa B A 318
(3ATTOT TRUTIR D RIGTATIRIRHTeT et TRY TRITer =TTeT)

U owners = f(a.)
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STeET ST ST Hfercl-aTai™iT &) TTSell Sl <egl e deeilel feeia
3, TRV FH T R/l ETedlet SHTOr 3Ty

gp=g,~g*maximum

YRR STRMUA/RETHYIT dfgelr T F8url 'JEmo 3ffor
"REST e UTH RO, FEUINH, B AT RO ST g, AT g, SR,

TREA AT Pl BT g, 3T g, FaiRa RO gead S Tarn Fedid
h Pl O Ahdrd, fAfgefieRor v, d 3nfor IR FHTsiaR

(margin),m.
Wﬁﬂﬁlﬁw el (The Instrumental Variables):

ARIRIT W forer onf¥fes eRur (@fohf~erT) okaer, weun, enfda
el a 9 qed, A AFaR o ffdefievumer &) d, 3T Jwr 3R

(margin)ym IS, ST Fferd-aTdien & g* SR SR .
TR T @Tefiet et eROT (policy variables) 3T

WM, § IR R R fEse W@ e
PR TAIERT Rl FR&m UK (IRIGRe, TReAd, ATHILT R0
el foFeaT aTeledT &RTaR YR &% Qe

ST e fohdT foreaT IcaTeT=aT AUl faRaR st fafaefieur ax
d frarg erepct.

R v, TRE=aT gfeT fhHa & ST STeuEedd IRa-gN
IEIESIGH

AT fehHT & TIRIRIAREIT Tl ERUT . IISTRIAEe el e
AT IR 3FTET ST TS ol 318, Al 3T Fiehale Pl bl
IRI P T ToT AR BleeT ST TR AT R BIciiet. &l
FHCICT bR TH G- feball JETedT dleflaeHaR ST &R fdHd
woyf, SfeRIe!, Seure Rar far fomel ey oo TeR e el
ST,

YD qThe,  Go(THT IIOT Pleredy JreaT 3l SHrges  MfT Fefiear
gleTaTell 3RFeled] Wobredl AMHTa®, [deledr dosdl Al€l 37O
3.

IRAATETeAT AT ATDad, 3R AT BT HRIET SeIRIEID FTRIS el

fermeiea frafRomeft Fey A8, W_g qact fhad TRamT fAeRid 8 §
T BT &Rel 378, 3feM bR, ARG TR fAdhgaI IR

q0



&RV T FUM T HAT Ueb T (fetelT) T80 fobAa AT o1y f.
TSI R 39 TENT GRel bl ST T fereteT 3T,

A, FaaeRr fear SfeRid™t A onfor wene onfor feRy
feparepetra, R&D T Il g bl fbwed, P, 3IiOT IeureT &,
C, foolcl 3ReTM, & TUT 318 Pl ST A 3M10y/fhdT R&D T AT
TR DT SR A ASere, A JAMOUfbar R&D =T =7 Urefdt &
I RIS BT &R o B, JRGedT JieHmHed SRRRI-fbwcier
fermeT fHfee arme

P=C+A+R&D)+m

S P = b, TR feetet!

C= ST T, feetell fed a”eT
A = SITERIS 3T Se foisht @
R&D = SeITe 3T fdepr @

m = TRRIRT THT AT

WEIU m & JHQRIE 318

m=P-C-(A)- (R &D)

P 37 C Relcd™, m  SifeRrdi=ar waxmeft enfor R & D @il
TPRIHD I T 3. M UPR, m & TR I A 3T R&D
TSt mferffer FeuL aroRet ST,

QRIT, T RN ¥ I AT Tehd il 3T_d:
a, AT FR&f Tuiich

d, fafdefieomar s

m, TRTERT FPT 3R

qeld U FEUS AR dIdlT &Rg,, AT YRS aerer <,
g [TETRT FROR et TR T 3710r & SRYRT T, a, d - 37T m =T
e careh R,

AR AIERT SR (9,)

deaT  HUAER BN 416 AT GRHMEYT  aeudr ATl

3TE. FIAIACTAT Jcarerear Aruiiea arcrar < & fafaefiero <, d,
SATIOT JRET T SeUTeTedT SHRpaRIaR k Jecig I, F8UI,
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gp = f1d k)

Sy d= fafdefleror R, 9T Fremadt Ae’ deledr T ST
TR

k= JIRAT T IUTGATA THTOT,

faférercrer S TePIR SIRY, SrepeTer:

TR, IR quiauT T ITeT AR F o],  SITT Sides]
g @, SAres Fd A T 8l STfr arerm TR dTediedr
SIS 3R SRl Tqaf R, (WRA el fIwIvur aredmar
IR SeUTe BRUTT AIST APpfored el e 3 faqet.) a1 ARG
fofeT dfdegar =R, onfor @1 wafd Aew@rer YHR HEET S
3TTEPHUT BIUgTAT GiTehT ATET JATOT <aTos ferelerof} SUTRT g,

TR UM, AN T IUle AR B A Of faemE
3T omme. Tueiemrear ufafopaiared SIfFfAdar oefd odT eI
TIN SUETTeY fafdedr U W <. d Riaer SR 3Rie
fOrapT AFTOT aTeraT &% SR

TRl A ITEA 90T k, efafdefieRumer SRR d, Rt
eI @9 AT R & D @, TR IcqTeedT T HedleR Sdeig
3.

k=f; (d, P, A,R&D, KINIGE Hod (intrinsic value))

T IUTSHATAT SIHTT FedTarad ARG TeTsiormT de U=RIerdT (sand
Penrose’s) Yot WBReAT 38 3 foxrd (febagem gxammHT) &1 qaarer
AfSHER DI Sqebeiaes dlelel fag A, dl idfied Jearlt
SRUEIY SIS, U [PH fetedT AidNG Jearelt FaferT 3R,
fH¥eT VAT AT DIUIAT TPR AT TS TS 3 Tald ERel Il 37T

k g f&IT A, R & D & 3101 d aR fdeiqd 3Mme. A i/
R&D e SR 3et fiads Jere) e ScuTeHier THTOT ST 3TTfoT
AT Ie. AR AT I IRV IS HIFRr F80 ARRART THT
UHI0T, m, IR, m & A 37T R&D &t APRCHBRAT Faferd o7 &
T O, TR T SIS FHIUT SRG et ARTANT AHRITT JfeRTeft

R



dact, k & d AR AT A, TAD DT AR Petedl TaT
TS &R SR U SR A1 IS U M AR betl Tedt T,
U JHIUT TG, JFRMMHBR, HNUIAT Gl &, gp, (afefieror &)
(d)g, 2T TPRIHD oY AT TN, d ARSI HHI I SIOMAT SR
gied, T IURARIT YN R A AHI 3ot
FHHATITT SIS STRAT 3118, IeqTeraT faehry 3TfoT fgqur,

FIARIEEITIT R & D [AHNTehg el et Jarerar U $8H &%
3. AN IUTETAT fIBRT UfshelT T STITATST e BRI
ST AT IATe 0N/ far Tt shialaar g JHIv |eme
IRUITATS] Jes Fa. R, SieaT Fdie Screear uRaamr &% SR
AT IO IRIIRAT AT THIUN dTeudTT Siefiel 3R dear o

IR ST PIH D

wiedel RAGERIES gréram X (The Rate of Growth of Capital
Supply):

NI "@T‘T TRl ST &l ANERS-ATADT ded § e (corporate)
TSIATT AT TR SR TR JTedul & 378, O TTARRICIAT
3TPRTE A ¥8UH ool ST, FFH sfisaerrdl amear & My
HEHT, AT I1&T / (inventary), SfeUIG HIGERIT AT IR
R hAET GRS FEU petl ST, ST DIl are ReR R T
DI IITERS TRITYET AT U= BT SdTd & Aifiidelel ATl

TGN SRl AR AT JTeT AN iebgT fATTYRIST bl STeil. ThT &
faT ooy erendt. 3Mfiep wrfecarer sTer 3Mfor sfcriay famy areadlel s¥a

AR Gleflel BRI ATSIATS! faireT 9@ S =TT 372 3reft fHeT
BT, T, el fresfuarer Ares Ul Tdie TR/ RTET g1, Uit
BN,  HIGIT YAV $o, FHQUI/PIg TIhuT & TIRUATeT AT ST8H0
qre T & SaeATaeh AT JRIGTedT gRilges HAffad 311, doi/ATera
THIUTERIT  (ITYRep, liverage) d<ell WGl SO ETefepref dRefdl
TR HT HATT RRR HRe/aRg ST/ ey JRIGRTT HTH et
ST,

T & ISl fexTm §&d S el R, Sod FaReATa i

gifest fdepT AT IGH 3G b TS, SIIRRATIDIET  FHTETDBRD

AT fAaRUr HRUITeT Feo AR FEfRa Phelear ‘GRUT TONR/SHTT

(‘Retension Ratioydl axell 7afeT 3T, W QTW%TWT/QTFTWT

31T fiyoset 3MTfOT SrerRiTaT/RFTYITIRT ﬁmﬁﬁwwmﬁa

3T, FEARTE fashl, fdhar Jorl dqAd Ougr B AHes
W




o= NET/ ﬂﬁ“fﬁ jUﬁT'R’ (security ratios) IATIRTUGR SNET /
TfTHIIES T 2 GR AfRh(8UUT FEffRe el ST, S ARG Sdeted]
TR feeRe ST ATV FEU[Te Hisaelred dTa T &R fFeiRep SR,

IRETIT TEITAIIR Hiedel! JRaGITedT drerel &% TR YTdooredT
THTOTIT SR

g.=adD
Sfya = 3TN FR&T UTich

IT= Uepur Frar=il arciodt

a7 G GRIGTAT ories @ ReR eI gRaT STrar Jfor ararfedn
fFraffRa der ST, & iede FaReaT ToeR RIfe el ST, iy, areR
R e uifesr 6 Sfd a RR 3, AU are, (g,)3nfr = (1) &
YT e ATEId, U] FPRICHDNCAT HfIT TS, Iod ThT F8Ul]
EICEISEE A

qaleT URRT FEU iferdl @@Rusedd d 31T m =1 RN g &h e,
THUT THRITET T3] THRITeT TRTART ERTAR, m,  JATIOT AT Tehur
HiSgel! IUTE IR, K/X R WRIEIT hetedl SRR HRIEHTaR
CEREURGRRE

IT= f, (m, K/X)

g S TE 3 Bl n M m  FHRIHD IREURGSRIT ATee
(TRTERY T SIRMEY (margin) 16 HIATS TPUT THITT 1S B,

oll/ om >0

I 3T HTSTA/IUTEH (SHfaf®)OIR I Fae e fFTe 37g.
AegA/SAET  URR &A@ AFdD AT wWiedel  GTE
Pl ST, TPUT K/X  OIRR & Haaiaee] dafhe Icareredl
ATSIe/IUTET (Hfef) TUIRE Arell A TWRRE A8, @
fafaefiaur <= HRF a1R.

(K/X) = fo(d)
K fSoam, X anford =i Seerd  gFaadasaa fafe araeiaia
IS, SIRGId ST Wgrdr, 3MfT IHaR Jd9 IcUTe=AT Avedd

SR TG SIS SedTa PHT Blcl, TPpUT ITeHTeT AT ATIRMHS
godTdiell d gred R R & D [T et e e e caaee i e
T DI,

SfegT d - AT SECTH kTR 3R <IegT chavelUehd e JAM0r R & D
HHAITET SETH dTIR PRUIRT AT ST IS HHTe Telerd. T
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fdgeaT Uetleps, Tl IUTeT X & d HelleT SATURHT ATeRIs AT Bl 31T
ARG BRIGHAT HHY Bt R&D  HHART SIRT BIH BHReTe 31ToT
ol ool ufhar srerfem 8, HRU Fd ScreAAT fABrRIRITST
IUTSHTT J2TAT SR TR JTTIOT BRI Y 81,

PrBUTT=IT T e K/X  AURRATIT dh¥oT JMIeITeT fHesd,

IT= f,(m, d)

n SMTd AYAT Y GOATITAT TBRICHD SR, TR ST Grararcit
TR d 3T T ATEeITaR ERaT.

TR STV g¢ HeTeR [1 Tl avar

g.=a [f}(m’ d)]

WTSTATAT dTSHaT SX 8T TICATYB! 3Mffep &R, TR RIS S
3foT fafrefienvur 2= a1 A9 TedigR iR bt S,

ARG e FodTdear UieHHHe 3™ el €)el 38 Pl a & Uh

g MMM m AT APRIHD T .

dge/ om>0

gc 3T d AEfleT WY UhHRET (monotonic) ATal. HTSaeTredT dlerdT &,
ge, R & D HFANIRAT IV FeRAISHAT HeTedT AT JTIRTT
el d  off WPRIHHIT qedsler ame; g ge o1 AT figear
Tefie d  off APRICHS Y M8 Sod d  F8UIS dfdesr Uil s a_or
—> 3fehIEr fUIg—YpUT TRITeT UTcfeslel ERIRUT —>3fcrial fairell et
UL JATOT GRUMHT TS SR AT

ge M d HefleT Goig, a 3MOTm RRR I, APl 0.9 FeY Seifdelr
3. SR 39U d M m - &el gaef fael @), ReeRier 3 SR,
3IISTET ge = f2 (d, m) dgpIal Ueb g fHesT (SMMell 9. ). AR hT
W g ¢ = f(0) I5p T Roe T U AT STl TRRRT TR &R
fSTeTepT ST 31T fefeieh Job ge dsh (m1 < m2 < m3) IRET Ya Idlet. §
Tk a R 318 3RT TEIT &Re Bl 3Ted.

R4



o & .
My
m,
PRLY
m,
0 d 0
9¢ = f(d). given m and a gc = fid.m), given @
Tl 3. 0.9 TP 6. 6.2
Vel Gfchararar HRIST <9, 39U HRGer ol rear Jgof
TR/ T TATHII AR Do Qb

gD = f1(m, d) — (AFTOf-aredier AHi=oT) (demand-growth equation)

I = f4(m, d) — (ABT FHIDHRT) (profit equation)

gC = a[fd(m, d)] — (TSI gRIaI FHTDHR) (supply-of-capital
equation)

a<a* (e q3ia) (security constraint)

gD = gc (Hgll?ﬂcl-al'l?é el R2rel) (balanced-growth equilibrium
condition)

T1aicaita PR et S, efRuged m 37T d Feot & €IRor Iuaor

3TTed. Afeld-gal Judiet el uTedt, 3TedTehs S ASTHE U
FHIHROT 3T (m 3T d, feTet a)

fl1(m, d) = a.[f4(m, d)]
9.2.% TAARIRIRET A (Equilibrium of the firm):

TUEYOT YT fARTEARUT el SITSs 2Tehel ATa! (3Neskgel et 31Me), SRl
FATUPT TR m  fhaT d & IIRAIDBIGR fhf-suor FeiRa del SITd
qTEY. UhaT IaRABAT a M7 AR S ERUT JATIHT T IR
IR, ITEraT FHAI e) [T Pt SIS orapar.

TR FHIST STl 9.3 Hed JAMeRT UG AR Pell 3118, S
0.9 3T 0.3 T IMPAGR TIR Sl Il T PR (e,
forear T SRIeft |t gD anfiT ge e FefioRt ThHaMT Beard.
Sarewune, m o et gD M ge s, A fdigefl weAT; ma off
SRR gD 30T go deh B feigell Badrd,  SATIOT SR, SR 390N m =T
TH UTeielt e gD AT go dehiedn wedlagy WY fig Siser )

Bl



3N UTeh a fSeIRT TU0T ST ARG Ffera-ate asp (BGC) Faurar
o TR &,

0 d* d
drversification rate
JTHAT 5. 0.3
0.3 fermame @avuudr  faerr  ReRfdcary

geraoufed ™ (Williamson's  Model  of Managerial
Discretion):

3fffeear 8. fdea ™ T TEIT &Rl (1964) I THT dredul & Fgh
TSt FHS-IT AT S A9, 8T RIgid, TaIRIERIT 3o’
ATIHT TG, 3R eI ERal I IJIIT ATIDTT IR0 &
IRYYDHTT THHa Ie¥ 37, TUM, T Hao Jaa™ Seeredr M
TRUHEY 3T DT T@ref ATEUIRT GaeTTeh T3l IuGchdl d1aadl,
BRU TN HEDhT S FREUTE fRieRer  (faar/aTee) .
FALTID AT fAdehgg " a7 TR R0 TR PRUAATST ST ST
AMTITATST P AT SIS TRTERGIEAT SWIhAT dTe quaTiastt
T TG T IUGThall ST STR<T Blciiel. 81 Held: Hebdl! -3AfHepa
(principal-agent) FHHT 3MMe. ey, Wﬁ JIeq IRUIRATS!
GG A ABT fesger ARl RS AT AlBIe]
IR dliepT fHTT 8195 erehell.

3iffereeRr 3. foeomae I fImRId FotedT TTARRITIT SaeRITIh T
fgid o’y I 6 IawATTd THT SR SRS JIeauaTe U
HRUGTGSIT Tl IUGhcll ATSAVIRITST ERUT FTGUATHE STTOT SHATT
STTUTOARATST fiepeg el ATaR &Rl O AT febeTT o el Terr: it
SUGhdlT aTeddTd. T 8T Y (top) STEATYHIAT qeiTar HITET 8T
B BT AT A I IR MfOT ARTERSBIAT I AT Frerierrear
RAUT U1 SATRTSD T8,  IIIT TEATIDTE! AP GRIGTIT ETerITeT A,

90



gTedTd. fhad mfor SUTeHTeRIeT SIavRITudmTT Uiy 8T 9% aredun=aT
IRRIETT HUfRITU&IT SRTesT 3TA.

qTeAh! MO ITATIT BRf FTos P Had R UBRAT I
G,  grSHIerdT fahl gl ufoHEmEY, & wd: wm
AR AN egaeTTehid ! SUGchal STl ST RUT I 37T
3T9ﬂ' FYCHAIHD T W@{W IR HT AT T AT
IS WAt SO, Pas TTARIERRER YTt R Squarear
AT T e, fIVd: IaeITgdmi=T Il oAl BRF SauaTl
QT 3RAT (i) DT DIV o) THBRTE UTTdlaR ST, (1) SR
HTATIRGET BICTTRT TSt &R Efaetr - ST (iii) R e faetr
IRICITH HRTEREDTT G STVITATS.

T Ter Ui T 3RY Jafa Pl caaeTaerT Teref =R fAfire &ficier

IR ATeT FRUYTRN hiod IRAAT, FEUNT:

9. 3=d YR (High Salaries)
. AT FRFUIRGTeieT HaRT (Staff under their control)
3. fagarei W @4 (Discretionary investment expenditure)

8. ST ST9/PRIS (Fringe benefits) (F8UNY, 3ffiReh HHART <4
HHATITAT UG helcdl JMfcilReh a1y, Serexunef, Hu-rar e fdar
JIRIY famm)

ST FeT fedd SieiicToH 10T e
1. SITRTcieT 37quf T,

2. hHPAd e aTTeRU,

3. ATl ST FeaeRMUATET Sehie/ARIIe /faanT. aRIeaT
fRIFUI ATeThleT BCThIT (eI DIURITE! Pl HRUTRT T
3TTe)

4, HUGHET AT TRTIRBT TS 0T F&H sIvadh fhae
TR HafeT IR 3. Jisdell IR P ARITEaR FATeT
gl (iSdell TNRIGR dAleeiedT M RIS cIaRITadTe
DI).

ARITIHT SUghell P (Managerial Utility Function):

TIH T ITTAT PR TR,  Arebrat RIS, erwhl, Reert,
THTIET SR, TP, TR & Wi URATUETED et 3T 3T Ao
qrorar Jar. N el 81 IR 3Mfp (non-pecuniary) JMed, O IF-UHIOIT
3NTEd. PHAIAT TIRERIS &, FaeAIARe feers,  faepred=

UL



qaues I A Jod I el SIS AN, JALATTDR,
FGETID SUGThell DIRATHEY fHUI=T Frepdrat GRam,  erchl, Reerd,
foharT STTMTIONT HepedT HISTUITRATS! TR <ol FeU[T aToReT ST,

EATIRTT ITATAAT el fohaT "<l ITeT=a" TGN el ST ITehe:

U=U(S,M,Ip)

A U YN e ifda, S rauRr "gHariierier afYfe wd", M
TEUN ‘IO f@Tf\QJFIﬂT/?ﬁFITRi??F '(“Management  Slack") 3TTfOT ID
TEUR "fodepTcH e Tcauyeh” =T TR .

"SGR 3TTRfh @A™ ("“Monetary expenditure on staff") e
PAG FATATIBIT IR 30T ATl AT DUIhg [HBTeledT
3fefer YRUTSTAT SR UBRITT AT AATE! TR ALRATIGTT HIAUTRITEAT
IRTAT HHAATIT TRT T THIIT 378 BRI HHATITAT IR

“TIIERATIRT R/ EIeRIET ("Management slack") a7 e T
IR-3MILIPH TGEATIT RATRITAT FHIIYT Bl S HI 7RG e, 9T
ool PAfeR), ST MAT, AIGdT Tafe Wil 3. o IR
e IERATIHT HIRIT SAVITATS! fpHT UeT TR 31T, & ORI, ST
T dhet Tl ARIET STICRATIRRT AT s ATSUIRT 1T GTSUTR ATar,
TR & 3T TIATE JATed o AeHe vl iersT 31107 Sif graadre for
AT IS ITARRRSATGMGNTT  BRIgTAd NS dTd.
“GIRATYHIY T/ IR BT Silel FaARACEAT SeUTe- S
Ta T 3TTe.

"faeeTe W"("Discretionary investment" ) 80N ITT &
T PG IR T PRUIRT A& EIVANIS! FaReATaepred] fAf-aier
Aeoied] Gl ged.  SareRue,  SRATYfie  Sudau,
HIER(ERTCT YRV, Foacrd Flfecd ScARleR T hed™ grar
HEPR JH Bl AT e SPEMARY A FEir 8. arges
EIIPET  FE M AR qof  areal. SR [Favs
AT JIRATATST 3T d SRTTeIT IHHUET ST 3T (ST
Y YisaAT IUDRU FRITDITDh/ARTID! TSA).

YA AHRITeT FdhedT (Concepts of profit in the model)

TRCHMMEY IRl Toled] THRred] fafdy Feheu T 9 AfcMIDs
SO TqRYOT FHST HUT 79D 3778, [eqwa- e uferH ey
TRITEAT AR & AehedTT HisedT T

%



TRATIB/STET DT (IT) (Actual profit (I1)):

I=R-C-S

SIY R 8T UpUl Hegel/ANH 38, C 8 ScqTe-rar &g 3778 M1 S &
HHART T 3TE.

Ageera THT (ITr) (Reported Profit):

M =T-M
ooy [ 18T ardfaes T 318 30T M 8T SaeITa featrs/fRrferetar 3.

fF|T T (17,)Minimum Profit (17 p):

AT SAUIRATST ATHITET TqRUT fSelt UTfgor. THITet AT Tcedt
TRTIRGHT il S ADhd RICARNT, oI Il TR AGAT THT0TT
fIEhT PR QTP ST SIAATIRRIT qUiUT TeaT vl g
R AT SR BTN SRATANG el ARG FaarT PR
I, O IICATYARAT I ITAddT deaidl TG 90 o
QBT TS AT AAIDRIa! eI 3TTell T8, qgerd Aaaetell
TP BT A T At PRI aRIENET fhar Qe ifYrp aRqur
3NMAWH 3MME, PRUT fHHAM ART TReAMaRd IR THT eI
SUANIT IR ATSATITATS] ATIREAT TS5 b,

I, >l +T
ST [r FiCdeledT 9T 318, ITo 8T fhHT= ohT 318 3MMOT T 8T & 318,

ferrehY =TT (IID)(Discretionary profit)

&l o1t febHTT BT SATIOT RICR fRlereteh feetel! ol TYul Yerhe 318
SfY eeATITE IUGThHT ATGAUIRITST dTaRe! ST, FEUR, AT
I 3FeT PRUINIS) e T [eprel efaues druar qRarFi
SRISIH

Np=0~1lyg -T

I 11D focepTefsT T 31T”, 11 8T aRdfdes AT 318 Tlo & fha T
JME M T & PR YarhH IR

T, RRATIDRT SHANIT PR o e & fGeprel= aves
(ID) 318 30T fAdepTefiT AT ATEY. JAMIBR AT SIeeilel Teh 3esRgur

R HEcdTe 378 DRI J& THMMEY JTTedTell THIredT FATET T8
U SIARATIH I IR B AT AARTe.
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Ip =11, =1l = T

S [Ir Aigactar T 38, 110 8T fa T g 3for T &) &x o
3Te.

I YPR & Ulfdel WS b @t fadepreli AT 3mfor faderef
TaUhTcieT e IR feeTsHos Igadl. & fetedn FHpRUTER
Zoffaer SIS 91adT,

Np=Ip+M

SIITID 8T fadepTell T 3178, 1D 8T fadepTelle Teauyes 3 JAfor M &t
AT fSelTS 377e.

Tferm™ ST/ (Model Framework)

TR ATedT UfiHRcdTaIsl cueRemuedhiy feells T Arell Sl

31T ThR IRID T JATOT ANSderell ThT JTHE DIUIATE T -Tel,

SITET 31 3T Bl bl ATl AT [depTelleT Joavchrear T 3.
TEUIST

H,:IIorIID:ID

I [Ir 8 IEdTT foiet/Aigdeiall F%T 31, 1 8 IRAdd W%l 37T,
1D &7 f4depTefi= TohT 3Te TN ID  fdepTei=T Jeraupen 3.

37T TR FRRATYhTl SYGThell DI BT

U=U(S,Ip)
SIS BT T @ 37TE AT D fIdeprefieT Jciaue 3.

I S TAT FFIAIIRT A, AUD! THETRd a6 pedr
TILAYDIT I Ul FHIYT fovet. PIUCATEl Jobt AT Sal Toli

TSPt THI0T AR 3RACl,  F6U[H UM d16 hediy Ga=Ted JATaIag
HC BI0T 3T 3. FEU[T AU 3feed IJugdherd! (df2TE UTeiadl
TSUITATST AT S TATT AT G s dTd} e

YfoRRITY (Substituting):

Ip =11 — Iy — T i eaeemudbier SURAIAT Bermed § 3Ry et
fotfger SiTes arepct

U=U(S, 11 -1l - T)
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fFrafRe et ST, eraaraeereaT 7o 8T ANl 37for Eafear aRferdiar
3Feig SR, aredT URRTAR Aol & e, eHemt & anfor

Xzf(SaPsE)

TEIT GReT S, 32T YR ITHRIRGEIET FHT HHarITed] GaidR Aacie
3IAT SATAT TAATHTOY ARl Aget

I1 = f(X) = f(S,P,E)
TBULT fdepTelI=T T 8T Jr8T 3T feTfeat SiTas Sreal!

Ip = £(S, P, E) — 11, — T)

TRHMTTE,  SIaeTUeh & TRITed] ATl Talld T ATl Sugehel
JISIUIATAT T axcilel.

max U = U(S,11 — Iy — T)

subject toll > Ily + T
UM 3TergseuT HffAfera (Graphical representation of the model):

C’ﬂliﬁcﬁ 9.8 TTIEATIR] SEESIN @T\j@ a¢eh (Utility indifference
curves of managers):

Discretionary Profits (nD)
¥

A\

u3

u
ul
0 ) %

Staff Expenditure (S)

TP . 6.8
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3l 9.8 B fASIepTelle T AT == e dMeRTesdT JHTuI
T o] FACATIBIGR UTH heied] SuGcherd fafdg TR (U1, Uz, Us)
Seffer. THET @sh ST S (higher) 3R4eT fiicidh! caaRemIDIGR UTH

pefell SUGhell UTces! ST 3T, TS aeTUeh HATET Aefle BT,
S TR Soel TORTER AHR! ash TUATT YeT et =TT S
X-3T&ITAR STFOT faanTefi=T T y-3Temar AfIe=id (plot) el STl

g1 WRellpd  (simplified) TfCHMTE T facepreliT o1 e
TTEUh AT FHT 3Te. ST e Wered] a2 gebetel ST IJeaiic
I TTed. & fIadre THRITaTst S =T Gatear UfeRma=rar &HT
BT 3Teiel vl v Sifad. ap fRamia/Rayrad: Smemarer amed
SITET 31 ST 38 df o PIUATEN Jebt 3MOr piorearel gRRerha
IR [AIpTel T 3MfT R G AT el ABRIHD ahH
fasdiar.

ST@T‘?F 9.Y ATl T g% (Discretionary Profit Curve):

Discretionary Profits (D)
¥

N

T max

; : > .
c

B T max
Staff Expenditure (S)

Tl . 0.4

TART TIT ISR/ (ST FFTT UTadd SUTGT dva 318
30T STSTRICH ST dTeTeR0T feet 37e 3RT el &R,  facepreli T ash
IR el STl i 3Tl 9.4 e ST 3118, & DHaRy S 0T
faaepTele TRt TTeTcler e geffarT.

TPl SRY feRpT AT BT B 3T C - fgHefeT ThT HepRIcHD SR
GRATHET T AT,  HHARI T [AIbTIHR T <@l araal, URg
%’Wﬁi’%’\l—[max T 3R, FBUN, § AT HHART GAredT U=,
IUeiiehs IeUTEATT a6 AT d DHATAT TY dieell, R dered=
TR OC oG I, B UEM PH IO C U&T SR dheereT S
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e A8 DR o fbHT TR Fafer qul iR ATEr anifor gk
SHGETUDTeT A e GRIATTcIeT Erepl FRT0T Ble.

Mgl 0.& fIegmaTear  giMHMHT el el
(Equilibrium of a firm in Williamson's Modely:

Discretionary Profits (nD)
v

N

us

uz
UI:; > "

Staff Expenditure (5)

B T max

TP 5. 6.§

ATSTe THdIeT YIRS, 3SR 1. ISR 2 aR R fetalr 318, FHard
fdig & 3T fifg a1me 372y faeepTeli T ash caeeyebTedT Jared WHIe
SERAAET agpett Tfdiep 3Te, ST 3SR 3 Hefiet fig E - a1e. 49 j1e0y
aTed T eIt cgaeeTieI BHT SERAT a5p Uz R 30T 379
31TE. AT TSI Ffeforcie wafed o=y et Us 318, Fdlel Rerid,
THRITRT ATCTd] T 3RieT URg hHaT=aTel e S*  HTel o fegaR dheiedT
DHHAIIT AT SR 3. ISR b & JTeredT G2 dobetall
I, FHdlel foig TeH! SRl SRy 7T figear Setdiehs 3re.
3 YR, & Ui faeprels [qauehredr qerid PRl SEre!
IR Fod UTETT G,

&PT (Criticism):

9. 3T TqYTHD FATIRUTIEY Faqry il foha e1for Icure ol
B BT I Jui HRUITT & U 31 v,
Q. FIATUGTE IFTl HHERRT 3N FITRT AUGR FaRATIDH T

3. ot 31T HeieAT Prsrd HFTUN ST WateaT yRReId seauaRIREaT
THRAT I-Ted/HISUHe T ST 81 ATel.

8. & YA 3feudeEded REURIeied 0T Aolgaaietedd el

e TR AR ST SRIRET ST,
38



Y. & UMM 37 IRYSHEY AT 318 7 ufcReqef Joige Tard
(SSTERUMTY,  SCIAEID TNRUST T BIaT ThRAT e T /RRTHT
) fobaT ST TIARRIRIT AT UfoRuedfa’ Brel BrRIST 38
(SSTERUTY,  MUHRIAI/ICE, IPE Afed). TR, STHdIRT TErE
TR TIEURLT T4 VMR 3RT e HEdT TP el
3o Tt aredett .

ARTT (Summary):

ST STRC/AETH  IUGthel & oRdl T G HisaeT el
FIRATB ThHT I T8, INT "FaeAudy fqded Rigia 8o
3MeRGeT ST, IR R e fit cIeReues & T Tad: 2T Fareif«
IR 81T T+ SUYhell DRI STl SR PRUTET T bRl

3TotTgh STt fIchl qeae Ufed, g TR STR- SUATaT
I PRI ThT TRUGTZART AIST SRAITT ST RATTh 3RAT

TR ATHI. T, & Fed= ey et 3me &t gfeferd) St
SR G

TIGRITT DIANE TTHUTA T HATHUIN eI T e

HTeTeh! JATIOT AU gerererur STRIcAT SRTCIT HereHT.

Alike Baumol sales maximization model, the utility maximization
objective of the managers are subject to the constraint that after tax
profits are large enough to pay dividends to the shareholders. However,
it is pointed out that utility maximization by the self-interest seeking
managers is possible only in corporate form of the business
organization as there exists separation of ownership and control.

0.4 TIARRET gevb/acdare Rigia (Behavioural

Theories of the Firm):

9.%.9 WdTHAT (Introduction):

AR JeU[braT/acareTdr fRHgid dfgediar Rers . |rae afor
SR St HR ArAr 1963 =TT U faefiRRe RisR 3 € B (The
behavioral theory of the ﬁm)mwﬁﬁ?frm.aéugﬁﬁa@aﬁﬂa
B 1952 HEY Fo Flel gl I, T Ao AT, bl Hedl
femdlora aFfie ser, 9 JRE SRfurEd B & UMM dUR
ATSIAUY/STRITC ST ROl 30T afRgul ST, A SAIfor ATl A= a1 &
TR fecediar gfors Sufeerd del.
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BIC U HIRIHTT THAT [HaSredT aeivfed TMTH acivfes T A
AT Pedl. T-FTe TR 3 &I ERel Pl AT HAT
feesdetT STIOT STcRfeT TATET aTey FHRITHe T/ T8N,

T JIRUTCA T8 foel. aqupyfcd, 3iifereex §. fdeas v o
TR e SATHERS HTeTeh! SAIRRATIATIRET Gl 3.

FATCHaTET rferA, e ST RIgic Bredary Rl AT AT
HeueR/ feddrar JTHTRT 318, oMY, IRl STHEY cavegdh
3IMOT HTeTeh SRS oo Ugel aF] QTebellc]. FIRAIECATT Fciv[eh
RIGIATTE Wefler e FHIAE 3T

® g ST AR/ UfTST (Size of a firm/ prestige). Brer
AT ich HIGAT AT aRER RN ATCOTAT ARG TEY BT
PROIT I I bard o 3R HisT ST g <.
IAEAIHT T Yebed T 3RIAT Rig HRuITAIST IR ol
SIS hd. & ST dif RTcied] IfeTET USYRMET PRUART G
AT PRUMC/MMART 3% b, & T B A Dl U
TARATSE AHIT YheUIas BT S 8. AR FoRr Arg
SUITT T T IR,

® FHTYMGRGTHT (Profit satisficing). 3R AIfgcedl THRRIGR
TETIRC. AT STRIAIT ST AT e 37e, R PHHATR T9
PR TR, Aielpibs qRgul Hfed! THedTw,  BIAFTR AT
AP AHT dlead ATeld 3 HUIaRT X S 2rebaa..
SR Hifgcied] TR JTETRE. HIeTbi ST SR =TT
THCATH, DIHTR IT0T e AT Tead ATald 7T ORI
R SIS AT

® JEpRY Afae fiay ¥ @@ (Co-operative/ ethical concerns).
FeA™ FATTT HedT SIS ABATT. TEDRT ALATTEY, [ qRTEREBI
ST ST Tl ahxUT & € 31T, AT MM, RIYBRIeT
HEUHT, YATARUITAT Predeil ST BIFFTR B0l 3 FURT IT H6H
ST, IR T T fafore emfe Sfevrg el el
SISKIEESE

® gEd A Flﬂ?ﬁl 3T et/ geTaTT (Human emotion/ bias).
Y 3T ATURATe 3ATfRfeh eI 3RY e ERal & echl T

3%



ffadie ™ e FHeaToT ATeduITT TR dRATd. eIy,
gRefd ST, MYSITaR JTHdT T U1 IRTdT. T Geare 3o
JEHETaR ATETRE HSHTd 3R, Qe foberT o Tl IedTe AT Tefel
SITERUT PRUITS FHSTetel QTETUYUT 3R 2Tehe. Iarevumef, AT
HRUGTA SHATIOT BATIAUVITAT &Tehl SRTCIITT TV bol QUATHEY HSD
SIS

0.8.2 RIS 3T Al Iiem aArRRYET fAgid(The Cyert and
March Theory of Firm)

AT eI AR SqaRITIRivT 3 S (Firm depends
on the demand of the members of the coalition)

AT AU RIgIcT ARIE 0T A1 AT e et 8ram, i
3l IITRUSHH e STHTATRETel AIGAT a8-IdTe e o
TfheR Hfad oMe. T AIcaT TR FqeAThIT et
FABR PRAT ST AeTh! fIch Pell O, grar fFgia 3mm
IR SR FRE-TeT HEICHIcHD FRAGered R Sgdell
e SIMHes AT HIgAT FeAelie fufa ufher aRume qurquaTet
AMaeDar Rl &I, Sia WeRTHd  ARFI/BATDR  FHA  dTeT
SIS,  ATeAT 3T IR FH Seellanic] SRRl
TfCITeRaTER e TUE hRo SehelTel.

AT &I TRTeoT et gelt 377e Sit feredm fepameperraelt Streetelt
are; fafde AFfeY, cuaeATD, BEIR, WRTHRS, IED, JRASER,
Jpx, PN fRierh ScaTel. U TR Tad <t Sfew fhaT AT 3radTd.

U fIgd TOu SNewdl $f A AOHEY e 5
‘IIRAIRCAT TR 3fe6eel! SIUTRT FereT ol A8, feromrar aRom
TEUNT LT ey, echid] SRR aATIRRAIUET Il Sfer 3RL
9T

ARIE SO AR AT Gfehdls 3ATe P FaaHeed= Ifer gefredr
GERITEAT HAIUleR Jfeeie I, R AT Fegral HRI Jexgredn
AT, T ANTUAT H+Y PROUATC YTblosIciic] AT AL, IS, HH
fihar SR ga ARAFTHlT SR el Iuetedl, AT IuTey
PRI AT IET AT, DIUITE! TebT Bl eI
AT TEd, 2 AT TR ST F HRT0AT guf el S1ds
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e RN, T, JairedT Ay Fewed Ffid diearsirer ufspar
G0 31Te JATIOT e JURERy 377,

MY (Top) TARMUAGS 3FH BRI I, TITARRRIARSEY  ITH
HRUATATST St 3ieper fafder Terean anogielt faRemdt s, fafder
LT Foy I AT FHS DU,

HRTURT SATFOT cTepTaslciiel JUcTedll T Big/aTC Hael 3ATe. HRTUAT JATEDIel
IR J&AleR Jfacigd, FRTUN Hefe daet Aed. DRIl el
PIAESIT PIUATE! AR TR o0 TATIAIDS AR DetedT HFUIT
g1 fAfere e gdf el AFUATRAT Ydblasldiel J2ATER, T Fa™Id
IR, SN YT, YcTepTadIciiet SATIEN TR, fUEITAR JATOT IcTee]

GIENICES

ARIE STOT AT ST fehde 3ATg Bl HFTUN-3TTehiar 0T Jcfebloslciiet
STUTIT FeTIeR JTOT TeT TRV el S&eTleR STt ST o,
"RreR Reerclid’,  ITATaRUNT PIOICET are fdhar TfeFT et 78I, Mdhiar
(ANTUT) AT cTepleslciieT Sueteell HHI B, AR FEUN, dIeINg
e aRRRII,  3TThTeT UTde! (ARTUlT) Sueteelt 71T &

& Il JHAT/IUR (time-lag) IUbrear RIGATAIST Aew@qUl 38, AT
Jo5eT JIARIGTI I T "ifrey’ et "sifafep-Aer ST
IROIE I 3Me, SArAl IR Faard AeeieT Hefe FRreeor
PRUGTY AT FeUIA pell wild Ahd] SHﬁTGﬁ' ST JIATARUITA AT
TR fohATehaTdT R FRUMRT F8UH $HRY e, [N 78U,  Sa™I
T fhATanaTIeT Teceal BIoNd, ANl BIRRIYET ARToAT H1gaT
3R, DRV Yool FEATIT DT U] g3ges TTeredr fae
RN BYT.

HRTO STIOT STTepian-R el & Ufeham aeiupp Ragia Tied e
3TTPIE TCTS]-HRTU PIUATE! JT iy e ATl Sfergrrar
3fAIYT SN, T8UNT, YeifedT SRRl TRIaR 10T AFflel SThien
ERIR.

IR AT Sfe® oY gawemuATgR eiRa deft SIrard,  Sit aam
e 9 T e e

1. IS IfZE (Production Goal) : IUTET Ife¥ IS fI9RITET
I, SUTE eI G IfeT Icure Ufehar el wrerdur 377,
ATUiiciier e EMHT TSSAR T&lTd 7 Bl IUTer doogaR FH e
TR et ST, STt SfeTfReh & CTosclT e STIOT chrel retrareiiey
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BRI PTHIERT PBHT PRAT Asel 0T BRGFATT SR P PRI
30T Sl <ah e Farerefier aRaR fyers iy el Seure-Tear
I ol HICTTT STy Tos TY.

2, W@ﬁlﬁlﬁ' SfeE (Inventory Goal) : aﬁsﬂﬁ 3w HEd:
30T SeUTE fHTITehS 3RAe. fshl faAqMITeT UTEhTATST Searerrer JRa
TS &4 3T, R I<are fA9RTTe Jcure Hfcherear JResld TaTerie!
3D SRACIAT droedT HIATdT IO SR GG AT YRAT ATST BT IR,

3. forshY SfEw (Sales Goal) : fadhiar Sfew 3nfr IR SfewmT arer
faEhT fTII fPmfor 8rar. 8/ fvrT dm=a: SfeRTd Aifgs, IR
HeMer HRIGT SATSIAR SRfJetelt fIht LR S TIR Bt

4. TRITY €4 (Profit Goal) : THRITH Ife¥ qwATIAGR FaiRa defr
3YU&T Ui RaT Aciier; AT (el TR R0 SATGR o Taa=d &4 AT
Tehed UT ehn QTehciieT fehall SR 3o Ifer® YUt o ereheiter.

5. STOTRTA SfEEMET arer (Share of the market goal) : ol o
SR, AT AT IFEFJAR AL PR, 99 Sfe¥ qof oy
3D AT W AL UTETIHHTET Ao A T8, oo
el Fo arg 2.

AT IfeT AT aedell Se e,  URq +0ig sogret
HHT ORTAT SUATET DBIRIST 3TE.

AT TCHE) |ad Aleall B e Sfey e oy
[T ST AU AHAT BT T AFI0T o foraram quf o
oY TIRITIT T R, IR Iy ST T Jafther Aera
febarr geirea fARre et e’ BoR HHTeT Fafaiast JATeHIaT Uides i &
BRIGH

gAY aTeauaIiastt, {3 et MTmia Iferiar TR Bedr aR

'GHTTTPRD  UHUT HHEMNRT ALY BRUITET YT Rl SRR

BT BITINEST SR SR FHT QUIRY T 3TTR. a<q T

TR fafder AeITT fhaTdhaTaredT F-aITITS! SEeR 3Rieler offy

R, ST "FHIMSHRS  UTde! TSUIATG!,  FToTRuUS el

greT Hsfauarardl, 'FHYMeRSG AT HofquarTe!, deauardl $TuT

I, e 3T RISt fhar SfeRrfiamet, T aHeRe'
3%




TSI+ TfcHT HUTe PRUITHIS] AT UhUl UTeediteh! FHTE DR
SITHT T 318 & T el

RIeTdeh! HIET IR Yoo TG AT ST (31 gRumHT =T A=)
3R erepaiTel. Jarexune, fashra Sfew o fadht e anfor e
fEPINTRATST, o0 SARRITIRITS! STTTUT I8 TRTIRSIATS! 3T 3718, IR &
Sfe¥ gledl SR Jd ARG <lel Tugeyu 3¢ 38, BRI Y
ST AR TS DT ST ATIRATI S Prar AT e < et ATer
Ao Iofie! -t dafthe Ifer ATed P AHUR e

SOR ST Tich PIal ST ST T8, SSTEXUMe, AT & JRTRIRG ! 31T
SRl IO (Rl 318,  UR WTeTed] Y21 TRTeRIel =l
fhaT PREFATT B FROMAT HEFTRIET A1e. oY e fFARTEHur
fafarer ATeTmiY el ST ST GTefl URIeTor dhet 3778,

0.8.3 YRR Sfey (Conlflicting Goals):

s Rreumear gRomHr & Sfey MiEa arom=r aaarRRd e e
IPITAT JMTHIET UTAD! PBIATARI SGerdd. MRMIBR, & Iy Feoer
e HiaTSrear Rier Hfhd IUeT FBUH JATSRgel! SN, 0y
ITRTe! ey AISTEYUIUr Hael! ST AL ATal. T IfeeHe Fod
3R STl

T AT 1SS PHEH IR0 e IREIRIRIE feciser Seder
SIS AHT. ITS[AT HGeel/AHE(side payment) 7T a1 I TrebRe T
3R BT, AR IgTD GROTAT e A& (policy side payment)
T 3. URq JANATST qRifeIep TepUl STofa Hieeet /e e
LT Gl qFviR SO AT TqeuTaR dfdeidd 3RAd. gl
GG HRIUAT Hacs SIHDIBNTS! IR paroTe Hiaael/Aered]
gieaTcliel 3feuelel HeTar 30T Tcdh STSRId el 3Uar ofal s
BRI,

feUTgEld, |eld A HEUAT bedl ST ATed JATOr AT AFIUgrET B9
GECHTHD Gl TeaT HERTeT HIUT TehHe T GRTel ST TRoT Te.
URq | HRTUAT T bl hedT ST ATeld STTOT S HFT0T HI= o]
GECHT a8 R1g. e, Ueh HHEAT Igdlel SieeT G forear e
qRUAT AT qUT P b ATEl, DRUT IJY PRUGNS] ATATDS

ZIT@WI?I, ElSEl qeSAT/ITTET (side payments), G RERfaRTeY
Sfer I Tad FREADT HH (FRIPRU Pl ST, DR, e
AT STTepTE Ulcios] SIHATJAR Jeeid. @R N, 3TTehiell Urcfod!
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FHTYTT TfhRTE ISord. Tediel Udd ehliell Il U SIRIRATST
FHTTDHRSD YTl IR,

9.8.8 gefTaISrA/adUpareT Y AT HRMM (A Simple Model of

Behaviourism):

Mg AIGAT TGARIRMEY Aoy eurar dfsh IaTeRu FBu
JTIUT ARIE 3T ARG dTiRetel AT U o) ATSTITd ATeR odl. §
giem  SATRIGRRAT Jeial  /SSERUTA/ISHoET dey o, Aol
UIRTE Uy 3eledl Scledr feRur TH1fds aRTd,  Sivid
ATt Ul fohAd SNTRTT I3, AT, Tl SIARITIARRAT, T Scarae
SR JATATSY JTTRKT AT g&el TS AU, AT, Te@T areer
IR A9 T IITG IRGdTd,  <Ieal b sToRIgR A3 det
SR AT ARMAFEY SRETE (inventary) PIURIS! I&o PRUITATN
ORATIT A&,

9.%8.4 TNl IR quiFETellel ST ot SIS 2 (P, . Pl

3T 3R, ¢, WIS, egaqrd RAgid)The steps may be outlined as
follows (K. J. Cohen and R. M. Cyert, Theory of the Firm):

9. ¥uefeprear ufdfepaiar SETSI/qalqd (Forecast of Competitors’
Reactions):

3TETST/ YAt &1 JeoTcl TR = Jcelasldl Ulfeeted Hfcishardr v
TR [RAR 3.

. ANIAEATIT ANUNET STS/aiA (Forecast of Firm’s

Demand):

& YPIIciier PRIGIHET AT SrRIfedr Sfersier e 318, 37T

3. @A 3T (Estimation of Costs):

T lefTaeiiciier T 8 ANfiet PIeTael T 3Rl 3RY el eRel
ST, qefy, SR ARl QN leaed TrIma SfeF ATed Fet ol 3Ry,
R ST <P ST TATATST TR Yebeh @ (ArE cerepe i
GIHECIRVIIN

Y. TARIEAREdT AT quelier (Specification of Goals of the

Firm):

T 3TThTET UTdes! 3TTed. AT UfTHIHE T & RIS Uehdd &R
8. TR JATHIET UTded! & AT dlcTaelidiet THRI Bral IR
IR,
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y. gfRuri IR aiearel g S i GeaqI9T (Evaluation of
Results by Comparing Them to the Goals):

TR 1-3 T fsTelcar ATfEdiase 3T U SURT UTH deal,  Furol
Scured, fbAd, el STOr TR UTdedraT fETST. Tl et Ao
16y Tl dhefl ST, AT SURI et QUi STed T cTaeT e
JAAT PR, BT T SR Ife® AT T HTATT B TRUT 6 IR STl

€. OR SfEY AT STl AT O TaIRINRAT AT Tafar 3igrer
g-ar TURT (If Goals are Not Attained the Firm Re-Examines the
Estimate of its Costs):

QAURIET WEIRT g 8K PRU & I (variable) TTARIEEAT &€

fFRFURETET 3T, ITd Tedr feas 3for ga wdidiel durd IHIas
IR,

©. T IurITET LATel/ IR HeT AT AW (Evaluation

of the New Solution by comparing it to Goals):

STINTH-FHRINST  (downward-adjusted) a8 dE U AGAd
TRIThS = SN I T IhNRel ST, O I, ITATIRIERIT TR0 8
GRS I

¢. SR S AT ST AT X TAIREIRICAT TITedT IR ST
grer TURTS (If Goals are Not Attained the Firm Re-Examines the
Estimate of its Demand):

QIR fghl GRUITCHeT STed aatiaT (Mo IIoiR S, 31t
SHfERTCT,  3ferep firehal 3.) faramR &hRor FHTE 3. TRUTH F8URT JRTUfedT
IR TSI/ ga AR FHIITSH.

R. TN SURRIGHENEIATeN IRRJAT TR AR e

(Evaluation of the New Solution by comparing it to Goals):

GeRa @ 3for Aol SeTE/gaigaHNE Adie SurRr dféad =
NI 1A qr TPRaAT ST, T AN, TARIRIT 10T URIRIaR
STTCT.

q0. TR IR/ UT HTCH AET TR ATARIACAT TATEAT JATHIET
gTaosiearT WTell WRage dRd (If Goals are not met the Firm

Readjusts Downwards its Aspiration Levels):

SR T (TR0T 6 HEY) SO AFTU (IR 9 HER) =T FRIG e Ife® AT
BT RIS, IR TRATRIRIRT foreT STahial Taes! el TR et
AT AT 3 Iy 3MMed (SRY aRieT UCFHTE T Udhd SqwUor
eI 3RieT), O SMIpiel et Tawy Udld TR J1fRIbIen
HTETT T FHATETT 3778, cfebloslciiet HTHY,  3fTelar, Teiedn HroaT
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SATIOT JUEITER AT PIBITHR T Feeidle. LIg-fFraRumardt Feasrar
fFTePY SRAT 31TE T FHaSetelT yfar Yeirear AFUT (IfeE) qut e,

FeeT YT STovdrT JIeT Bed. JTfadar Y oS-, cIgdle

RIS e, 'R gfdsar sfor gaifeRurer ferst 7 eaT wffiar
Aifechar AfIfhaT QU ERUT SeieT AIIRIGT Igdeiell AR
TIGeT ST, TU-Sea<iT STTTEAdT Ueh ‘aTeTaer (negotiated’) ITCTAROT
TIR B, T8UNI, PIel HbIReAT AR acHT cTesell ST,

9.8.§ RIS AT AT RAgiaraier SIdT (Criticisms of the Cyert and
March Theory):

aaue  fHgIaTe TR PHARAT 3fed. Cyert  STfOT A& v
RIRRACITAT FAIGIATER gTetiel BRI BHARYUT T el TaiT ITe:

9. T G SAMRPR Faay TR g o7fr JR
Wﬁ%@ﬁ’%ﬂﬁmﬁaﬁr & ARG YREqRIG e AT
IREOREATET TYEIaRU o ATel fhal IeTaieeiie Reasiay SeRT
TARTER IAIE T el THdicdide "0 A1 ¥ HRd ATeld.
3N TPR, SN RRR oo AT 31T fFeiie dhear S e,

2. & g vaemar o), fIeMe UaERTRaT aaTaNIe IR
JATIOT ARRAEIGR AT YI2MTAT G faaR e ATa).

3. TAG/ARTATE FIGIT IR eIl aciTd TR IPROT el
30T AT ENEDTei aiIDS Getel PRl & e AT Teaepesrear
Wﬁ?ﬁ@@ﬂ?@é@%ﬁmﬁﬁmﬁw@ﬁwﬁﬁ

8. TP IGIT TP GIEDHIR ST NS O b TS T S, &
Tehe R i thed 318 IR < T Rl ATel.

0.8 fsae (Conclusion)

ar bl IR, WS SN AR qove Rigid adrREeerRdn
gl ey (e qe@qul IFEM o o IawITudhR o uoame
"ThTIeIe, SCAUTIRT STUT TR e ATaR TTeT dhfse Db,

0. 9of Wi/ @d fhad dca@ (Full Cost Pricing

o

Principle):

9.4.9 WdTIAT (Introduction):

RIGTT HAATERUIIU TDRT ST Bl AT FIGITER, ARl

yfcreaeafear affepdieT 7 STeRar Tl aTefduaTedT TR YRGSt

PRUINT FEH BICTT. e T SR S 1T =gu i feheelt

3 pear ofor & i AHT TRl Wit HEea 7egel
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(MC=MR) SRR HH del. MR &fet 3N faar (e Ragra amfor
AT IAUp) el AJedTTell  IrahSedl IRl Poted
(MC = MR) dIURAT A&l 3T IIUTIDHR/ATID & I
SIS q STSMR el BIail. gt 3o feerear #a, vy St
TRIYBRT fépar cared gfcreaelf ehu=aiHT 1 et AT yal 7 e BRI et
TEL Il d Fad foedl Fadry SeredT Fiifhdr qred SR
URURG FIEIT AUTEDR  IREURIEeisTa R TIP3 el
TN,

aren gfRReercld, eI fdjedle FRIER (MC = MR) &l
Yo SUDICI T ATSIUITAT FRCT R TRl IR ARTRI-febrei e
HAARIERATTH PRl eI, il febee STfor Sedred MC - fIfor MR
IehTed] BerfagaR R BRI R o AT 7T UTciobla’ Rer/SreTie
PRATT AT IR el T, (AVC) 3TT IRRRT ReR @ (AFC)
30T Sr8MTciieT aRITTcilel AT 70T HIST JHIIE 3. AVC + AFC
+ QT 1. SrErferd fbAe TelepRugrear i caaIaveel SRHR
PTG AR A TS PIVRE! GAR AR, TS AP
qIGUATET T3e Igel AT, AT YebRUMA (HehaRl T SIfor Fyuf HehaRt
T,  JEiorp Al fpHd T exugredr onfor &rer A
aTeaudTeAT RRrcleT SIRAAT. TR AT JTaIe (SRITCHTIRDR, TP ITeaul &
Ueh g Tfecier HITel ST Tehe ATal. ScUTRiblre! STl 0T erchl/dTed
SEl 3RA) JRIAT T Micsauardl erhl. arerm JreiRrear aRfeRrdid,
SR SR AT Soouar RIS STeT Selsfhred] FaR I
.

9.4.2 quf wegIr@e & dca (Full Cost Pricing Principle):

1939 &I, &fet IMfor f&er Tl sffaahe faemdisia deicar FeeErT
P P UEfd ol T IRBNT  SURANHRAT  dedfd
reRTTRIpaT ol uferear qurolier SfeF Sdaer. AT NI 38
IARNICRITET AT 81T, AT 33 UG du=aT, 3 faxdles
QMR HU=T M7 2 FIIBHM HI=AT BIAT. 33 IAGD HU-IPpT 15
BRI I, 4 TeAddl IUGH, 7 HISdell A I 7 BUS
IS RN, eieledl AT ATGRBD (random) TTegdT, WTIT%??{ 37T
AR W@Tgﬁw—m"r BRI T Gelg
(efficiently managed enterprises) JTelT STUEIT il SIS> e,

g7 AT feey AT ATearTehg T STaferepell STTor e Arofi= Reercft afrfor
T JSToT faRepIs G MfUT fhReptes HHTST SHHHAT BRUATT ]
qr7oft fhar foReis Tt dafudar e ATgUIRITS! TIET, RIS
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TUEYU PIUE WIS ol AR, T T fhaa ufspelt &g
IRAIT HI-eT ATal,

WIS ITRINATEAT JTER, &l AT o it frsepy apraetr &bt
gy JEISie AT fashrea fbAeT Saretr o 'quf @' w8uraTd, ST
TRITET R FHIGE R, SO HH=T e REia Jeqe
TR e T

37T TRPR,  HYUT TRTART TR/ URedTeR e fhad & 'amy fawe

3, i '3MPRel Sdl, St reuTfReR i 'TueRadt fAsqear’ ar

PHeueR JTETRT 3778, qur quf Ge/oRiedd B 3M18? ol & w8urol |guf

W @I I WA ASMTT Gd (AVC) 31 IR

RDHS/FWI/RRR (overhead) I (AFC) 3T ATIRATST AT AT

(margin)ﬂﬂ'lﬁ“ér?ﬂ'l%’: STQHW%‘:IFT, P = AVC + AFC + =T &1

(ATTI: 10%).

giel a7for feerear &, e e BRU e Sfeyaqry dwerEr  quf

GATNANGITeAT GRS Tet RO g HReIN:

) SUCHHHA SRUT fhHar IuS A /BB

i) (ITEDT! UTET=I STV H0Td LT,

iii) fhHciicier agetar ufcreaea it ufcfsar;

iv) fersyercre Sfcre @, emfor

v) facia are fdhar o Svarar aRumrt srfAféadar. & 9 aror
U D IUEHHT qUT W fpcieafaRe fhed sxauamargT
G,

3T TPR, IR gt fhHd qui-Ee/aiiedy dwredr SR
SRECITT SIOT T fpHITAT JTSTR Sf Tel o < febAeiier ferepefTe. JRTUf
3T TEid S BISal SCUNYDPR JIRMEY fhcl ReR SRIemr
T FRYEIOT et T faepfere ARTUM aghred gsci feheciam fRrepeyum
TAE bl el 0.9 FeY QUi-EraredT qrarer M delell QP (= OB)
feberer ST foeproft sregarra I+ wred T faeruft fagre S,

>

m
/
4

AC

Price and Cost

L ]
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e e DI aTe, TR} bt o+l avat, BRI Ar
yfcreelf e T aTeqUaTH ey QT UTeT RUMR ATald. PR fagpferd
A Fghral PD - T ofafiie 3RAc. GERIDS, SR RIS QP Uelm

GG fIghT aTedel U forerm T eifuem ST 3RieT. BIRur
FepTciieT PD1 9FT Y ofafies SRIdT. 379 YR, fdbad arequr affor
fHaT St aRor arem qFEr URRRUAEY, IaTIiReIT dIgard SiTsa.
A, IUTEATT T HChTedl (F8UN ol H1df, §.) fobaelt afvafeia
RTgcieT Ad of fma QP aR fegp raciied.,

AC I ITTEATT AT SUfiaR USd 3ed™, fhd & Ieureredr
Il IGeld]. STCATAT qTaa] [Tl oTa JRiet ffddl IRRIRT W SR
JTIRIRETDH/IIUTRIPR ITARIRIRRIH! T8 IcTerdl Al HRoaml
IO SR fohHciT JTHRUATT QRIT AR

ITATS o T HIROY AT

(@) STCUTIBR AT fhHcIeT ATSRYUITAT TN <alT,
(b) Ty < feb¥eT aTeq Srepet AN, 3Tfor

(c) AT "fhHT HaeTdiear qIo[d AHT HiaT il B, Iedres
Tebed (plant) AT fercieh gul @rme] S 3Tac”.

BT 37T f&r & QTSR bl TedT AT TIeTeT &1 JTaTS T Hea:

(i) SR HT GU HHT ST T BTt Bres aefier Afeed R, Ieqre
eI SAUATET TR fohweT T BIUATT ST 3T1R. SieaT Ao
aghaT Tl AR 31fYd iaferds BIaT el 3RY SIvTe Qe
. T fhA-PpUTiie PR T80T Sleg] TETe! AqHRIEwRIT
TRy 3T forly fhaa ot eal; O ST cream fhvd aet
IO T UTSd.

(i)  TcHrear fpHdl T TSI Jacliqw qd aaReI™ AC
T 69 QP (= OB) o JTHeIh BVl QIR 318, Uq
AR AT e ATetred fohmciivern fowelt et glvared fbar
ATGUITRT Yt AT

0.4.3 STT,?FIQG%[ TEUTOY/RARTOY/ T (The Andrews Version):
BleT-18e TUSIPRU & AT TEIATER TN 37S DT IUTRIDR FTSRIST

ATl g & fPRITOIRT AR Rl & AU Gerd HRUITATS, J .
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. dTgéi\\ﬂ I AT Manufacturing Business, 1949 T 3TRITATT TUE
& AUl S fhar RN TrtedT SMERTER il FfE R, acHT Tpur
STeTl a1 YHUT ST T SRRl ARRRT U<gel & (AVC)
Q. & TRRRT gREdRT T 317ed o IcqteredT fawga Sofiar fRr
3T Tfed GRet ST,

ST 91T, AVC dsh &1 <TeT SAleiiedT Yel WTIaRTeT ST Seirey
FHIAR U RS T 3T SR TehHiedT YIel T fhadl fear srdial.
TN fAfere SCUTCARITST AR HHIUUT Sff A g et ot
JTUT T 3.

PIRCT-HINIT AT : TSN VT ThiedT (SYC) Tl geidr
R ST FYUT FSRTDS TS Hedes THRITe! T UT! HaT .

PIRCT AT (fdhaT H1eh-31) ST T+ G W 3178,
M =P-AVC/AVC ....... (1)

T M ATH-31T 318, P & fdhHd o1e JMfor AVC 8T TR Tt T 3718
30T 37T (numerator) P-AVC & T HINH 3778, Jieprel & 2. 100
T =T foheeT 6.125,

M= 125-100/100 = 0.25 or 25%

SR M7 fHATRITST TR (1) ArSdel O AT TR ST Ty
GRS

P=AVC({+M)....... (2):
B fa AT ardt

P=%. 100 (1 + 0.25) = 3. 125.

TehaT T Bl fehHcl SRy AXS el Y, <gredT T Icare-ra!
oS! pratel T, DINST-HI ReR ETel. Wy Seararedr Tucdel
HCHTT [hATTE DIVITE! ATHIY HIIAEIRU JSAIE o dac] AP,

IRAIECATT &R ITig M7 IeUTEATedT o Tl fbae
(FBUIST,  HOIRT SATIOT o HieT) eI Hefed T, STl UIeiodl ehreral
3Rl fHAd smRaftia . @ fadia, TaarRaehs dHl-31ed
TIEYUT GRAT SRS 3R] AT o ATeepiepg ANV Deted FET
fereht e,

ERGESRICSICTINEI ARSI CRIRN INK
&l GrefleT ci-UehT PIuraTE! TepI feiRe et STr:
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(2) & SIS CerpaR| =8 uf;  febar
(b) ML IUTET BTN fdher Aetel ITG fhdT

() e foha ARRRT SUTET FeU[T FaHRINGERIeT HiqsaTe faehuareit
3TUEIT 377

TR IIARIERRT T4 3R fdhar w9 IcuTe AR axuRy faem
3. a1 yRRerdta, Eva, 31t orarydr o T ufgar sy fokg=amefy
Gjﬁ?r, BHRU FFFArE!  (Plant)y &FAT  iISATCHel aféra  fashrex
CECENCRNE

%
8 D
©
3 p c C, ".‘CC
§ W\ v Vi ’\D
o
o Qo .
Output
TN 8. 6.¢

ol fepeellelt Sfggerdl SMmgelt el v.c  HEA TUE Pbell TS RFY
WA @d AC 8 QR 9ieT fobarr yeger &l ash 318 S Sedrarear
fereeyer Srofter &iferst TRes X7 FEUL ST STl HHr=T T2 MC &1 rei

FASIT IGATTERIT IATer= OQ YTl IS, Ieurerdr AT FARICR,
QC & TaIIERET AUl W 311 ST AR /IS @ QV 3T
HINCT-ATRT VC I Sefetell 318, 78U, rd! faght fhaa OP & QC
SRIER 3R

GG T fhAT OP SR F& SdeT WX of a6 DD §R
SNIER I ST CE 2 B I CRCE e S B IR TR EE
ST, 3TTepfcr 9.¢ T Rereiie, o OQ1 Iure fdehed. AMUIICIST g&eTredT
SfcRATETe & e Seetell STIUIR ATEl, oK Seaiel ATfOT 3Tvicaer sreepiedr
fepeciiciet SreetivT HfcRiTe UL Seefell SiTSe.

QUT Trl-31 eI febHe Ugel! aToRuAT Wieilel BRI AT
1. Al UEd ;& USd 9T SR fHIT PTeur SR A o7,
BRI TepT HTEAT IATER ML ATe. FHTORT AT IR $ed™, o

TEIYT SIdosoides hIUATEl TaRTaN UTH dhel Oiig> 2hd. T FHIAE
ITTT GehoUHT STATRIeh IO oiRaTaTet IiHT IR 31med.
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2. fPH-TIS/RRRIPRT (Price-Setting) : ARTART fbAaT 1o agScdTad
IR GEIHeY [PHT-FTER ol aRa.  ATTIARIRATT T
3Te.

3. YT T SRS fhHcT PIGUATATST aTIReIT ST JiSToTu=IehTc ol
TEd ITIReIT foghTa] T fHesuT=l ITerIaT 3178,

4. ~IRY: RASIERM YT JTEDHT fbHc qraquar TR Ueq feei!
TIfeST 379 URUITTER, RASIER SRIg. Sehcll bl caredT febeeit Treifey
STETINCT 3TTet JATOT T fepeclt aTaeaT e

5. T Ugd: UG aqdl fH STeRUART & T UEed ST,
SIETCI T FHSIUITIT BT Ueh cTche HFT Silet ATe.

6. TRITIRIRITT TS : 8T Ueh 31T 3118 ST TARIARITS T 3adTd.
ITS ST qUTd BT ATOT ARITT SRIfddh carpa Ry fHesar & Sfew
3T UTfesT, ST < QUiUT ATey SiTet SATeT Tl

7. Iord e ST gatar JaTiRd fdhdd & Scured J1for Trediarat
IR TIeiT ST,

8. ARAR BIVIN &l ofgaT: Hqul fheci=ar @e/geeT (piecing) &
fhacid IRIR BN JeoT SlesdT JdTd, T8dh IRAN ST fhadidier
ST IS T TR

9. it Ticl: It AR AT 3Mme STIfor ST a7quf a1re. AT e
STSTRIET 31qUT g, a1 GRRRIT e @i qor TafeR e
e febHer IRt e,

9.4.8 EIPT (Criticism)

QU e RIGRATER/A@EER Qeliel HRUMT HORIU ST hett
et ae:

q) T ATSFATATIATRIT Teh ATRN:

R AT 1T AR HTarehi=T 31 ey 3MTTeT T8 T qui-
fereciien Rigia/dca & AT aefquared] BehIRET Jh el S &fel
3fOr faom JuRITedT 3 Qg e fohmciiear fRofaied aer
T 3TTR.

Q) YU & PIoTT? :

FAMEPR  qoRUSHEeT fhAd fFeiRd ave S SRyl &)
TG IS T FATIRACIAT JT HRUIT AT 37oRefT 3.
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3) BT T R RO Tl PRl

QUi fepeciedT RegTa/dcarar d1ex febAeTa aler hedre SrebT el
1. T PIBIA I TS ATH PRUITATST TTARIACRIT 3Mhal fdhad
HHY PRAT. SIcaT IoieAT PBIBIT T qTeal eal of fhad <&l areadrd.
T .

) TBIDPIR HEH:

SR QT AR FfEd @ foredm Tepur Safedm s Wi SR,
8T U R[BDR A 10 8195 el SATTe SRR JTSTRT
gTeet ST IRATNG STOTRUST TR Bisel. 3RY Ted BRI IS JIS
AT UfY Uehep IcaTeaT SRR (3T e o+t e amfor Srear ot
STET 3R <IeaT SeUTeTaT Uy oheh IR (T W et ara.

Y4) BT AR T IFUE HheuT:

frgr, =T AT fdhar o w1 81 el SRUE 3MTE. & W Ao
FFARIAIER Ut T Ry FeiRe det ST S7If0r &Ry 37TehRel ST &
IR T AT FUT ST fhalT STRT STTeTRs ST,

gifeprgey a2 STUTCITIHAIY, "I YR G BRaT Dl ol
AT 3R ISatdl: o JoidT dleld diad T O JFuiar
At as JATOT YLl JTSUATIE TSt

£) 9T/ RS el

8 fha ygaarel/RRe 3e SR ot AR dafiedr Toegr fa=arrd
gd AR R @), N SreAr=ar qrmi fhad dafuedar wH 3R,
1S e 31Tferep e U T 31 Qe STOT AT Jeie.

9 ) ATRTET FRIATST ATET:

B g ATEd ST AT iR HRuITIST ARl SIS ereba AT
HIRUT T e ehreteredteflt Feifer 317,

¢ ) UT-Ae e dRaTe HICHIRUVT UTe el STl ATET:
S MMM 0. Hellel FSRTAT fheclt HfshdeRial Trifies IR
3T TG 3TTel 37TE P, AR Jfaeigeicd 3T Uga! Jui-fhHd

AT PICDHRUY YT R ATeld. AR e 3Tfor /1= a1 gerer
TUMT & AHI: faRR aRuaTer o T e Tfeha 31Te.

T, ATART SFALRASTHT il TUFT el PR & HFTUar JATor
gifcreelf ehuaielt i STEfepTet T T Gt A T FEUL febel FLPRY
Y STRUITATST 3T ATeaifees TferT IiTeft SuITATST e
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Q) TG AT WIHIT I Tl BReTe;

1. 3feltdT QAT 110 IPE AT HIgrar 3P -
feheeT rRametr el ad AL Sfeffell a1 AR qUi-ErR e
TGId (accounting) 30T TR I (costing) @ T el ITTIOT

0.4.4 fse: fomdr IeRl-gd fFam iy crevarrdt anfor
IR FHT PRUGTITS] SUGeh 3TTe.

0.§ RIS (Summary)

AT YBR g URHM Ul URUING Rigid 7T mediiis
PR TIE ], GIRRATYh HYRITT BTV RT He] PRI & T
.

09.¢ U4 (Questions)

1. HARNTTIT IRYUGI [UPT (managerial enterprise) HCHMTER
TOERUTCHD ST forer.

2. e Ter caaeeyehIy fqdenTer TfcHT TE .

3. e aTedT GaeTueh I SUYhd BPATeR TIEIARUTCHD 1Y foTaT.
4. GG AU RIGITTaR Wb I forar.

5. I O A qefufeh RigicT T .

6. qul-Tr feheci=ar creame queiieraR quie .
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TeH T ;
¢co Sfed
¢.q YT

¢ IR IR, ST JTTfor HHET

¢.3 a9y ImaniRd Rigia

¢.8 3T mmeRa fRigia

.4  IER/BRIR/SATIEAI/Saed memd Rigia

¢.§ ORI
¢.o Uy
¢.¢ I

¢.o B'%'E\'ff (Objectives)

o YIIETIT IR, IgT 3Mfor FHT 1MfOT I HEd AT FhoTT
TUEYUT FHS HU.

o I yTHIE HelTet fedl/argeperar refedeaered] YepedHT alel
fareprer.

o  HITH-IMTRGT RIGIATAT TehaUral fawIur .,
o IO I JMTOT T TcHeh ST ST HEt 31T,
o ST meTRa Rygiarel Feferd Teeamrar 3Ry FRo.

® SR/ PRUR/ SATUEIT0Y T 37ef HHS[T oo,

¢.9 UAGHT (Introduction)

TP ATV & FAARIRCE g Sfe¥ 318, Wy NleTe ARl
TR D I QU FROIMET T PR, PIUATE] TR
R & Jearedl R HSWNIS!  odd Rl 3Rieledl
TRIIRIITT FRATE-3TETR GRBIHTaT Sfefidalet IR 3. 59 &
T IRy Ay GRUIcHS AT HTHel S of RTINS 36 IaTad
GBI i+ PHHI BT ATET 37T ATGeT IRl 0T s Tehal. T&ID
- TG Y Jcd T ATIOT M 3RAd,  SaTe AR
WWWF&WW&F@WWWW
SITATART FH-IMEIRT ATy e re/gs (fiiean
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TAVFT LR 3Ted. 3T feharehetiard T ATHUIRNITS! e T
GoTH PRUYTATS! STOT HT RUITRATST SHIRATIRCT SFRTeare JATeT:

¢.? UTARIEEAT Rdca, ST MfOT WHT (Existence,

Perpose and Boundaries of firm)

¢..9 TARIEAT FEUTSN BRI?

TIARIERRT & U IaATd Gl o7 (M, 9rfieny, maffed
&Ifded U=t Limited Liability Company (LLC) U ScRIERISR Y
XU h Qﬁfﬁ) S TRt T (input) SfgETey (output) BYTR
PR, B T[] TR0 3R] AP (ST bl ofucia febarl Ty rg),
(SRY T IRTHTT fohaT ATHIhTS) fohar SIaT (AT SUSRIETHER AU 3iRER
PRAT T IS U <dl, W SFTHARIST <lel). AT
AHFI: Plal PRl GRAAS  WOFT IR ORdld SarTed)
3TRFetel EIRT QIFal 3R,

IRIERRT RIgiarTed sMe onfdfe Ragiarar JHger 8fe o

YIIARNEATAT, BT fohar T o iR, ac=, == Srmfor araireft
T IRIE T TR0T TIT T AT ST e,

QT AT AR T80,  IRIRRICOT RagiamaT 29T 81 hral Uiy
I 0T BT 318, S

1. IR (Existence) : DUl Bl ISTT JdTd? fIIEA T I
IR SRR Aegef} &7 8l AT8id?

2. T (Boundaries) : 3MMHR 3T IqTe fafderar arameft Feafa
ST 3T IR IATdlel GHET 980T Bl 3Rd? B IdeR
ITTANBNT el ST IMTIOT DIV FIGN TTOTRIT el SITATA?

3. WEEHT (Organization) : HUIET I 312 AT Tgd= BT Pt
ST, JaTeRue Yergehd fbar fadhsiieneur?  aitoenRep SMfor srioRe

HET IR HaY BRI 38?2

4. YT AT Pll/PRIVEI T [Guwdr. Hu=gredr fafdy foar amfor
BRI HATHeS ATAT?

5. qRTET (Evidence) : SJIRIGET Hafed fRIGITST Iufear areud
3Tea/

31D fepaTepetTare Fe=a2 ATEUIRITST G W GeT HRUFRATS! SATIOT
PHH! PRUITATST ITHIERT SR MMed (ATes DI " ax 316
HH" 1937). THTON/SI0M(Scale) 3TTOT @THY (Scope) IT 3efedeaReredr aardr
IR o, TTARTHCRAT INTRUSH T DD TAaRIaRIel &d o
PRUAN Jar 3ATed. e fpATetTared JTaRded Jfeted] 3 T
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pAId:

1. 2Mrer 3MFOT A (Search & Information) — TTHRIRRRIT & fquur
3TOT STTfERTT IR Melgea MY G HHI 6 AT (ST, WITEIT
ARATIIVET faeTdiarer wredr Jdi<d fhadld e a9rs, faereff
ST YU WY 3ATE, PR [Fedis FafArdiearear a ok e Jqut
faemdieTd axd o).

2. Wigron enfor fofr gor (Bargaining & Decision making) -
FIFTIT AN FTRTeT fhciar arerand) aRum=ar Faa=uor B
FRUMIRAT  (freelancers) qoria  TIARIGRAT  YIDIATST  feborel
RIITITATS! TSI FIdTST T AR H6 QM.

3. gRur T SiegoauYy (Policing & enforcement) - TOTITT
TICAYUT BT PHRUTRT U STeRId AC/Ae! STl T Sfexidr, {quum
Jfor fog =R a1 9d Ml Tad: BRI AR, SR AeH/ACH
ITReT vfafrefiar saRaTell B Pl IS, TR IRAT ApAT RRR
Pl Scilel. M, M BF AfED Al YR TR ITSUITATS!
ITRT/AIT SaTer 3TTfOT UM ML 3N, 31 TI¥ HRuINS, fhad
A FRoITATST ST SOTRUS TR HRUATATST BT ST 3TTe.
INIRUS HI0T oo TEITel TR fafie aeedn JrmodT et
FRUTT F&H 3T ST AIGAT THIUMER IrefeaelT ATe FRUARAST T
ST B/ AP, HUIT AT ATl IR FAX HARTUN-HRMA
TSI SIS HEd HRUIRITS! SIS o T, SF o} ST =AT
g TaHY S

TP IINTRUST T PRUMIT RTATedT hy=Ii=T dIR PeiedT ST
T AT aATeIges ST FHAT HRIAT AT Al AT FIER
W HHT B0 e 8l 3TTOT UfRumHY Shu=aiit TR hHT Bl SSTEN:

ShI-T-ehT ATEA/TST ATATRIPRUT: ST drepieaT e T dreqRean
APRATST IUCTeH BT Tl ST ST ATedra RSl 3TTe. ATes ST
AT SUTRT RIS /QorArdT AFTO FeuieRicar dHHT 8T HRT
PV AT AT AT ANIGR YUY T o> A AT Argar
IR AIUD Aetel] IS (FAIIRCD) IR Aehel (ATRUTOT
T IUHHT ITRANST PRUMAT HU-ATYRIT el bl 81y el JATOT

HIRIT PUIHET STFPIRIT PUTT T DAl UpHBIN Jfched TdgN
ERGICE)

. Airbnb: BT IENT T TASTHIT TN Héo-T Bicel SN I 0T
318 SRY T Airbnb ERATSIRT Fameneft Teemor Siedrd.

943



. EQ'\’%HEITUﬂ Jarg (Video streaming): YouTube T Netflix ARET
IS el areres CfetfegsT chumIeed sy e 318, SATHD
BT BRIGHH UTEUATT AR SISt

* b U13ghH (Coursera): Coursera et e e 3MIT 3178 R
o HIGIT THITER fAHed SferigT R ST USH PR of

ATy, T FdI AT FIERMT [hHT BHT PRI Fad 81 Aehd]
Sff JTEHITS! BRI 3Te. BITRE, SENIleT Pral YRUTRED BT
PTG DT TS AN, TR Drel AT T FASTHIIRIT frgy 2repefre
STIOT Ty FENT A1 STURET G AT,

¢.2.2 FTARIHRAT AferoT =T (Horizontal Boundaries of Firms):

T AT FEUNT SUHI ST PetedT IcTeHT™T YH10T (Economies of
Scale) 3T fafderar (confaely srfcreem) am@r Ay e, WOyl
(Scale) 3TTOT SATHT (Scope) Tl 3TefedaRIT el IR 3T SIeaT
qﬁB\?IIT-EIFTUTIFﬂ?T PRI/fpaT/TaER (operation) <TgH PRI/ fpaT/Ta8R
IFeATUET TETaT BRIST <cld, ST T Sfegl Uel afed] IcaTare SHOT
fhaT UhTa PRG-I I dheted fAfder ScareTrd YHI0T arad gl
UfT Theh RN Il T BT 8Ial, AHFI: Hisdel Ted/a  3RTeledT
ST UfshaiTedy s foham AAmed T fhaider TS (Scale)
3MfoT @mHY (Scope) A 3rfedeaveRr Yefdd EvaTet ifdie STRIaT SR,
qTSdeT TE/8 (capital intensive) gferared Ioa ReR o aReacHIT T
U 3R SATT IUTEH 7 JERUITob 31Tefeh Il Blcil.

¢.2.3 fyaeggar (Economies of Scale):

Adeadr & SO BIe JRd o TRl AT HRIbgd T
JMYRTAR fHBAd, ST SRS TV e deal ScTeArear i
UhdbrdT o I Bl JMY, BIET HU=aT Tafear Agearie el
TR T+ Y0NS (scale) TT 3TefedeReral HIIGT HUMR ATEId. Sical
TR AT YHUMER SrfeaeiiedT UTdesiay STUTG R 3RAa!, el
IIRYCT dTCUTe! HIRIEFTT UTH BI. I/ 1) JoRUS gfvguf Foe
TG TR 3MTE, W ITTIOT AT HHT IR ATe.

firaeaaey AT (Economies of Scale) :
RraeagarsiRaeard Jar oieeT -

9. ST JTfquTSadr offor Hfyd T R fdercer @
I S FEUNT UGN JURET AgaT THMeRer i @arar
TR, SIfAYTSTAT T8I SUTEHTT PIVIATE! ThTAT BRI PRI
AP IRTAT A TR A, SrfTear RN 3 Siee]
T Tt MfiagEaT SaER BIvaRNTS e foH T Tt
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TEUIRICIT SR 3RAd. gl Ioa A1/ (setup) &, Qreaplet
ffia @ o TSl (scale) R SMBRAMHS URATET (volumetric
returns) fHaT forgla IS SRACT TIeaT & TS, AIGAT =T JffTsTaT
THIIST HIGAT JHIUTER IUTGATER G TR Tord STreact STelRIT 377
YT FaeT e (hU=gmHed Ul Fae eI ko) B el
SFferTSIaT RTINS SicaT HIGAT JHIVITER ST 0T AT ST of
STE THIUNT Rl A ATel. STl grae! e el axial oral
et ot fARre fohmTe SRS FHHT RaT A ATET. AIATERUT TeaT,
TS G PRUITATS] ATIAIAT T Tl RIaT ATl

9. REfRHRUT (Specialisation): fINfTERUr Igaa SicaT HAREAT fafdre
SUTE BRI 1geh il ST, ScUTG-TamHdT STIOT BrRIEH breTiaRTT
a1e BT, SIS T SHTEATT TeeiedT Hich AR GaraT HRIST 8ll.
HRUGRATST TRIATVITEAT =TT < ATET AR ARG 31fresT g
ISR BleATIegRe! FAffeT 32 (9) SESTIT SIS THRAT dredl,
AR a6 SeqTeTci et fILSIRUTT qTuR Ry e Blsed, (R)
HIGAT ITSRYST URATT HRIEas G99 fharaetarear aeds T eid
.

R. ATTATSTERT=N ITSY (Inventories): ATCTAISI/ARCRIT/ATET HS,
ST ATIARERIT SRS FHTUIET ST hReTe] <1 HICT TS/ ae ] /aTe
3TTFOT foshar T 70T IRGUATRT &R SRAT. HIGAT HHIUIG @Rar dHoe],
AT FHTUITE HITRATST/ARH! BT 3TV AISGT e FfT Tepeh Tepur
Td Al B, FEUE eyl srefegever. g,  Hierdal
a?fi}:lc\%ﬁ/ TR T3 RO HUE-FUor (stock-out) JMOT Tt farshrefy
PIRSIER RIS 1) FUE-GU0Y (stock-out) T THTereTett fadht eroour
(fershiearr afeTomdiier ST JRA[AT T8 JMaed e, e
SIS SITSUT, I GRIGITT AUE ATATD 3ATR) (2) HIEDHIeAT Fifererchrar
fRTebeT TPTE TThUT T@T, (3) IcdTa Hfshdd DIUIE! 3TSefes YR ATEIT
gl GET T R, STET He8l TR eaed ™,  (9) Aol
FEIHEY Tfefer A% gaTeret el @, () WS, BRI, He™al/
TEHT ASTIUIATST 3Taeae Irfeterl famT (3) faursvar fébma oy
SISAICTTYUIT ARIRYY TRUTH Blcile.

3. 1=|>I'c§'€IT TeToTe ffrs @RSy (Large volumes of input purchases):
RASIERIgT e ey ATehd. YRASIERIAT favg Uebra JRASTERIeT Bl
oY YUY YRASIER 30T YT RASIERIN FaeR hRel  Ieied]
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MO GRET AT TG M [ Fg<T Do eI, 8l JHNT 3Fh
3IcTel YRAGIER FAcTilhs 3ffeed ehofd, DRU o YRIST DRUTIT
THTEUTET H1epT ST,

. O IR R (The Cube Square Rule): TR FheumT ST
T Soft (Scale) TAT 3refeqaveer TUSIHRUT SUIATST FEIRIT del ST
qepcT. B ARY 1 8T TS SAT0T JHTITeT eTeiie] Tee &eh drall. ©
eI PR Dbl IWHUHEY (Volume) a6 ST YSHITAT &Fthes[cl
THIOTAR a1 BIsel. THTOV/SION (Scale) <7 STefeda=oiiT 8T SMURET U
ST 3MTE. AT SIS UIhIATST, T SeuTesT &MaT IeuTesT urareT
(vessel) SMTHRAFIEN HRIT 3G M7 ISR TPUT fehAequmT=n
(vessel) TSHRTTEAT &R STeace Hfere STl PRI IeUTa &l
eI AT YSHRTIE &hes 30T IUTGH STBTSIUET (vessel) HHTOT
I TONR BHT Dot TfT Uehep AR T AT BIUITT ATGIT 37T

Y. ST UfehAT HAIGAT YHIUTC/fAYerc Hed BTdlebedl Sl Wy el
fohmer aaTelt eI SRA (VU HoR/ TS/ storage). TETEIT UTATS THTOT
feeTedT JHIUIM ared #eUH, USHFTY At AT JHIUIUET &HHI aTeq.
faferer Scute Ufchaed), IUTer &M IUTE STETSITedT JATBRATTE
SHTUTT SMTEre! STl TR &R SaTerTel! TpuT el STeTSiredr Sueied]
USRI &thesTedT JHTUITC 3. TR SRAT f7sehef et &bt sraorelt
AT e T &R I AR [PHT T BRI BIRUT
USHTIeT &9 JHIOT &HT By, JareRune, e uet #e
gefalged. eal UpHeIedl aRRaed, el &Hdl died, AH®
Ui YSWRTRAT  AFredEe Tl fhea @Hr Bk s
ﬁﬁ@ﬂﬂﬂw (Economies of Scale) UTq X

. ferque @ (Marketing costs) : TG IS ST Uh BIEGH
fhre SRAeT; oS, HIGAT PUAT BT T o AT TR FHI
YIEHIE] URRAUIART F&THT JATec M0 BICAT Ul G STTexTd
AifgAcier ATUiier geetell e 31fep e PR JIqT U
adpard. & T S I HurISt M Sfed BRUT O UIRfid
HUINTST JATed. I<Te] IRciral 37ferep T 3fetedl U= Bl
SIRFIETET BT 8], o Uld WRAER 18l dhiod PRUMRT HBH
SRITEIATIRIIETedT | ScUTerIaeel UTaehedT ERUTT JHTfae .

9. FTEIRICRAT /3gerceaT SR AAMHE SR fuferesur, drgerean
CEINIGRIN rrmuﬁﬂqés e PRIEH I/ el eI 3or &
v PR R SR SENT o e @ar - R ufr we
TR SR WY e ATl e SR, Jeurad AR feiedr
& JIR¥IP INTAT IR Hod areld IUTEATeR ReR WY J-ReITaR
ST TfT-Uehe T BT B, SUdIRd & TAeiel GERUIER
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fehaT g e THUT IeUTe & AT P, ATARIATLIT ReR
UReIT Trfea TUITRHE gl o SRgde] S,

STSHUITEAT IRV (network effect) 8T fAdedderaT /3fJdberce T 3=
FT M, S AEHHT IUTET aTde 31t ot e s Sgadr.
SR, Facebook gTR  ATURpediel WAIE ATYUATIT AT
PRINRER  AeaeREARISRIRET e UaM &Rd.  Haged]
SHRIHAT STITOT H & TepT AST(TRTUET SR TS DRV qTaRepeiall HeT
SRS, e /aggetear aRuHE "Hrofl-arsfen wead aHe
3R SR T IUTSATAT R fdeidehed =T (TPUT GIRUIT) 3IfOr SRt
SATSHTRIT A TROIRT (fRepIcs TRUIH)MATET .

¢. AaTeA-ImuIRa fgia fhar gfeFRER (Resource-
Based Theory or View (RBT/RBYV)

FTe-Imeia Rigia fhar gffeM/fAR RBV) & (6 avemudry
dihe 3T ST ITIANT FRIRIRICRIT MTed Weifcid a1 fesfauamardt
PIUT YRUNHD AITETET IR %o hd & FaffRa axuamardt halr
ST,

T AT 1994 AT oRg " RART 3fe qee=s prufeiies siseiesT &
VHIOMTGR Sl chefl I, AT, Tél fogTeira 31T gfehells 3178 &1 1930
ST ST ST HATE-SATETNG RFGIarar gRaT T, RBV F IR
Pel IATE D AR [yH/Afdy TpREEgSy 3ed BRI
RGN B T €RUT 3R qhaTT DRV TedThs T FATET
3Te.

9.3.9 RH/SUTIRRATT 3MfOT uTefyHT (Origins and background):

1990 T SIPIA, TTHT A FATEH-ITHNT GRPH/faR (FTe-
HIRIET RIGIT =eU[ SieT Jidkde] k) & GRUTHSD FRaISHRie T
YfH §9et. RBV & fCRRITIAT TTesT (positioningschool) ATIOT =T
PIEILT FEHITAR Yeaci=aT RGN Tfifshar =8 uifeel Sirss 2T S
e fORIER AR e Pied del, T IR AR
TATHIATHICRRITIAT Qa5 1980 TAT LI RRRITER FeRa Mofae] 8.
IRIeTS,  HATE-3ITHTNT GBI 3T Gfchala bl i 2Mre ToefcHsd
TIIGT ICPE & SATIOT FATET T RAT RUATIRET HTH 81T, SF T T
1991 =1 o, v RO ofs wwcrs e dfswicsl,” &
GATEH-MeNG  gRPHaT IgMey Mol e Sl 3@
fagTrear 7 1930 =T SUBUNA Uh Tfed FATeH-mamRd gElaH
[T 3TTeTT. fAgMIMT Gerder 37 Bl FATe-3enie gie/ bR T
I afcm gdifaa, SRy "ReprfEae amfor IRIfRRA anfefe Rigiamer
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e el ARIE, SATIAR ITARERAT QT8 AT IR A
Sepae, 3T P, SR TS HE GATE 3RAcile] 0T ot FATE

RBV & & INRICEERT 8o 38 o fRRimed demiia aaat
Sfadr. AATEA-IMaTRG SRDM STARARERT 38 HRUT Al 3,
Hfcremer, oRIeT, gdveu, fduuM, YREST ARIR! cawRITaT 3Tfor
AT AT AT fowaier faesad SiretT oms.

RBV UfeaT SN PRUTT 10T TqericHes BrIeT fAesfauar |res
TEU AT ST GATEOR 18T iod PR, a1 AT Fiftcel Bl
AT TYHS B ST U AW GRU PRUINIC! SATe
Hiegar, g, YUYTl SFHRUT PRUIRINY AT SEeTvadig ATt
(3T FHFAT: VRIN by 28U 3fesdel SI). AATEA-IATERT g9
PR LD A8 O T T TET Por] HfcRUed =T AW ST
I <.

G HATE-THIRT 397 (RBV) & &ifOres S71for ereariieni=ar drira
W P 1980 3T 1990 AT GBI ISAT 3MTelel ITHTTHD
TE. S, NI e, st SN g, Sil. gl o7for Ao, vewTe.

RIGTATE 76 ey 372l 3778 T ITIRUST T A fquardrd! Tuefcrs
IR ATATIRUTDS YTevaigs) fhar Taqerf 31for eeriiay &R evmiat,
T UGSl JMTefer SUCTs 3RTcTedT TATe IO HHIeIddhs 18T fe
PlESS

RBV =T 7, T o HEATeT T diered, aRmed fhar orf
STCHATT PRUIGSH T IUCTed IFRAeTel] FATET AT &HAT ATaT
T e BIIET U el |1 3ATe. € FATE RBY MM
e fdg ared, <rear qeRieTET 3RT gfhale M @l T HereHD
ERUT fIBTRATFEY TerT= fet afEe.

SR} AT FRATE-RIEITeT SRBITT Adheuiad! 3Fd T HedH]
Hied 3RIeT XY, AT FAId, AR fawi/emerav el g
MMOT  GeglcHep  aed;  |dred  fquH/feSd  smfor - srquidor
foRRC/AI/ETUTRT 3TTed STTfOT Qe Tueice BRSS! GATe o
B0 STTOT SAGTIT ROl & AT &7 DR 3.
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¢.3.Q WHeUAT (Concept):

THT YD BRIET AU & GRUICHD el 30T RuITeHD
fauur HefleT qgde ATfeAAT PeTAMT JATE. HAATHF-ATERT g9
RUMTTPRIAT FHTeT ™l el PRUIT Ueh HTE <ol of ¥qeifcde
R YS HRUITATST HIT el SIS AN, FATE-ATER GRBIATTT
SEAUN & JAcgEl US| 9 GEIeE WHM HEwrE! ARdrd fbar
TR AT FqLTcHD PRI ST AU &l T, DIURATEr
YD BRIETE! AT fobedl FHTUNG SATeFr ST febdl seei!
pefl ST STehl ATaR SIS ST, JTT IO FRIHT 3T THE bt 3T T
HRIETE S ST R UMK ATl PRIGRY Fae FHH oy
BRI GU P 3R, LM YBR, T &l Nes@Ul, FH ooy
I 3ATe. AT ANh, G JE&F FATE JTOT & fepfyet
PRUITATST, Tl YTITAITUT SATTOT SRERRT PRUITHTS HATCHD fTeTureey
AU PRUT JATALAD TS, FATEF-ATERT FIGIcT AT Sa HRaAl b
e faep T ol Gauf Wt ver awal.

AT T e Al 9NSUT ARUINE SR0T fohar Soeices feerft
fFerSard. SRUTCHS FTeM JTCR-TaTed AT T SO &Fdrdr Sifeel
ST etwork) FfIffeIca dRara g JEIT T, GAT 3MB FUT
T THBUIRRATIAT/RICT (positions) TG BT, ST fAGH aroRedT
SITOMT=AT ¥qeicdes HfcrReemu=1/Reerciiar 3fege Avfer arafiars a3l
T, It IHRT FET 8E B, ORUT GUR SO
BHICTTT/SRTAT (porter) FRIATIRIR/PRISTINT  gRBMIUET FHTE-
IMaRT RSP fd Al oS, GRUTHD IawAT  Hishd
G S,  HeIgHIoH,  fder,  WRe, fIwiR s sdd
K ICEREACE SIS

= RYTYD T P 3MTed (The key managerial tasks are):
1. TRAIEA TTe THRT AT AT

2. & Gre Wiellel sl Yol @i bl A8 AT FedidT BRI
(VRIN *epy #8U <iieT ficseger SiTc):

* IWHEEHAAITT - T FIARERR  PRIEH AT
YIRUITHPIRECT FETRUTTAT SRV SIS0 HRUATRT HEFH hRaTd.

o ffe - SR UfcRueA TSt SueTsd &,
®  IIYUYY IIHRUN HRUITIIY - FRIGIR FESTIU! AT el AT ATE.
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o IR - 3R b TRIeiedT TATETGI daetel ST el ATel.
3. & JoIHT SIT0T PROTAT FATEET AT, FUT STOT FREF0T e,

TYTHD DHIIGT SUATSAT G FATETT hiodaT &l o, SJaeRITa
SATIOT f9UI ATfe<d ToboiYdich AATERT STIIOT &M GRS AT affepel
R, T TTATTHHTUr GRATI 3TTTOT T el 31T,

® JATRM (Resources) IMIE SIaIT el AATEHT g’cﬁ?’lﬂﬂ'lﬁf
S AT Tt PRIGHIT AT TRUMTHBRDAT FURUATIIST
#IROT TR HRUART STIOT ST STTUTUATRT & .

® &HAT (Capabilities). &FTT FEUNT "HATEAGT U fI9N TR, Qe
TEATHBNET  IFTRAMUT  (embedded) dolall  IR-EAICRUM
IRIIER -Afdre deE ST SeY JaRReRdT aredTd

o WyiHd WISl (Competitive advantagey I IHT FqETHD
AT THUBIGR TP dab! SHAGSIEUN 7 helel Hed M0 &Ror
STHATT SATUTORT HEH IR

¢.3.3 GATY= M7 &7 TfBRUT (Classification of Resources and
Capabilities):

RBV URHFME, &N 97 FbReE! GATE (HIer) 3MTed, Sif g8
IRITUTS (accountants) JATFOT 31T TSTHT (financial specialists) gRfere
IS, ATARIGEAT-SMETRG e o fobar o arem & 4&d
SN fIRTE SIS AT

q. <f AT (Tangible resources) : & 4 HEHIT e S D
IMfefer TaTe IO TR FueT (real estate), HIcTHTI, dddl HId,
A,  RA/BREMT,  aRGEl/ Tl (inventary), BTA/RFE (brand),
SHIE, IcaTe ITTfOT Hisdel, Uhvd (patent) 31T ATYRRIE (trademark)
3nfor RRg. & 3neft TATE IR St AT ITSTRIT FESTUUT WRaT el
SIS AT JATIOT 7T UBR T I D BRIGT ST, PIRUT SR AT
STl AT JTSITAR FHI HIeTHT Geeh o5 QTepeirel.

Q. 3 WATE (Intangible resources) : & 37T G 3MMMOT Hebeurel

e < ST PIUTTE Hifcre Hedr ATET URg Ria! < GeRredT Hiethrar arar

B DG, & HRATHD feTerat el Ugelioed) Sicd det ST el

WWWW ARTIRGIRf Tae, IR (trademark) fdar
%9




Tyl PTG TR et STt ST 37ef 7T 3772 it v ferededt e
JorTcHd ALRAT IR @Ral P bl AR, 8§ PaTd AL
RTEcler T e Tuufcre BrIE &g Sd SRl O HATeH-
3MaTRT AT fILNd: Hiedar 3Med HRUT I FTHAIECIET FATe
ITIRUYT IS T, SETERUMS, THReHoS (patent) IR AT
T THATE AT HebTR ATIRUY TR BIT STIOT TEfehiUar Iearae aos
FHRUTRT TepHE T B19/[78 (brand), 3R A

GETE &I TR fEAd™ed fawrTel SM&d (The resources are divided

into two critical assumptions):

1. ﬁlﬂ‘TiﬁlﬁFﬂ'ﬂlﬂgﬁﬁT (Heterogeneous) : E‘TW%F?[FI@'@%TI?U]T 3ot amme
T ATE, IS ST ST Tl TRehg ST TR efefuiiaRiear
RG] AT AT b Udep TIHAIGRAT e8] Fel. ASHTRTET
fafder gepR™e ATOT FATEAT Ao,  HRRIT ATSIRI T fcHepal]
T U7 e 9RO STRY. AT, SR AT TRATpS AATE AT
ehidl Sl FHM 9 3RS TR, o UbHDRIT el PRuIS!
gRU IR F&H A,  PRU SR AT A IRU-R-
RUIZBHTHH ("IRYUl Tqerf FgU[ 3feswel STIUMR) SRR HRUIRT Hard
IRICIET.").

e ST aRqul Te SRRare ATel — IR ST HH
qTcHe AT AT SRhia ATHAT PRTaT I ehdll, URq aRIST o Gt
YT PRUFRATST T IRV IR HRUITH F&H 37T, AT UHR, RBV
3RY BT R T & AT FATLTT SI0T b= i Jedmos 3Te.

2. 39T : RBV =l GERT eIROT 37efl 3178 &l Arer 3rered 3RAcTeT,  JATfor
e PHI DI STl DI (I&T. HHeTITE! BTeTeel) T
AT GATETT caRic Hfcrepeil g7 2Tebel ATaTT STTOr UL FHI LIR0r
HICTHRITUET 100% 3Teie] STAUATT QT STR 3.

T AT ATetbrd! HaTes af fohea! (mobile) SRIATT JTER & €ROT
SRR T8, G ST HiffIciel ST DT HHIdesTeT & FATE T
W AT FIARIRCIDS BTN et S D TE.
WWWWW%%&H@HW‘&T

AT ® HIcdaF 3R SIS O SIeRIRIRRIAT 3T &R0 TR
PRUIRT ST PR of GefaT BRIST B AT & AT Py, el TATe
IUASY B SUIR BRIe FHesfquare qaRft arf fHeur 19/ 3RTd Iea]
RO HRIS TETH PR,
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PRI AT SRf3 amed.

GATE-ATETNG RIGT ST #guiied] UieiaR Swlel oféT sl el
QUL T ITIT WRTRAT SRoET HIS afe. fafdy ot amfor
HATIIGR GRUTHD T TIR Bl SIS I, It Tardhed dbott
SIS Sehel ATET 37T YR T el OS> el FAR AATSIIRLT

ERUTTHD GRATE d¥Tod RUT HE<dTd 318, ING (cash) & Teh AT ST
¢.3.9 WT‘EFI'I'CI'REI' &I (From Resources to Capabilities)
(intraorganizational or interorganizational) 3} 2TehdT<:
IREEIRVB) fogmit  uRUTR@Yor JAT  HUCHH D
(intraorganizational) G ST &MiaR A&l dbfed dol MM®, R
I CoCI TS e 113 BECY | 13 Rs oo | [ s B (50 2 1 o o T2 F e e VASR Lo S
fAamIaRae dew Soifad. aeermee et anfor sravdgeATc s
G IR HRUGTT QT PRI T 2Tehel. I AEbR &,
fJeISe:, FRR/EATC/THT /AN (contract design) FHAGR AR
M. JARTUCHIHD JIUTIT FRATTAEY IRRET BRI daTaR

IS BRI GeTo P Ahdl, ALRATHD IS0 d1eq, Ahal 3o
Hafere et (relational capital) fIBHRIT IRUITT Hed &% Taal.

® DU TG HeidT 81 FATE-THIRT fRAgIamed qeward! ae
3ITE. HT FATE 3feft AATe 3ied S Hifcre Sufeerdt SRy era.
W@iﬁw AT STOT SUBROT TR ?ﬁ‘a’ﬂcrchﬂ HRG
HATE 37TR.

o I3cIc, T HATE HIfreiNeaT SURRIT AT, SHar=T ST 3o
TATET 3T,

&T: 87T &1 ORI HEaTel] ehe T 318, FTe QTel HReerll Hrefch!
PATT A BT, &FTCT FLRAT BT o AT ATAT Fe ST, TRATIREIT
AT ARV AATGEAR AT el PR AT &HAT el
BB IgadId. Plal AT THH/AATThTITID (dynamic)
g faepfiad Rard, T T SaRRiedds AT dIdTeRuTier
T2t o6 HUATATS! el STl fHTor huarell Jiferciiy & 3R,

GE 3Mfor Coca Cola TIT TCHM/IAAIhIINID (dynamic) &HdT:
TETERNE,  SIReT getfdee dodldes] STOTRUSTICT wIofed fCehdT STUIRITST

IR @Rar 3T faeht v, R Plpr-plel Md I INIRUS
&3




SId AT T Ud/AIRT forg onfir e dUR BRUITETS
AMBGeA! . IT Sl TaaRNIRRT  "SAkleT  gdiftrd  TeRgg

¢.3.4 ferqur Rysromr T8 (The Importance of Marketing Mix)

o ¥ IcUTE 0T AT TR HRUGRATST TATE 0T ST TR HRUT
HETIT T8, fAUUE A0 — SITET fqUUETe TR Ps RO Sdlet
3Tl ST — ATEHHT av<], JMMIOT HaT Wal HRUIRATST I IS
1Y et HEw@qUl JgE! HaT .

o AU SO TRT I2e HHAUD PRO AR TN Y& IR Ps
(JUTCH, fmd, eI amfor SfeRTd- Production,Price,Place and
Promotion) & Ueb T HATSHT FaT RO 8T TR AUhHT JT&DiT
Teh IUGch SHTIOT URep HaeT fereT Sirse .

¢.3.% VRIO qievi/itde/ReAT (framework)

TECHIHE JATATST e S1TfoT et IETe=T aTdT HewT 3RTT s,
& T BIRIGT fChdT SarraT 3RIeT R df UeT ATl

T (1991) T FATE ST Fwerl (VRIO) =T G Urgdiel oRTaiy
FRUIRATST S UN/Ihe/aT TATIT defl. & Moy FR goR g
AT saaTer STfOT e W& VRIO  fIaRad det Iet. Jrar aref 3T
3T

Hieyar/ Sugth. SR I T8 fdhaT AR Jfeia AFFeied] R
qRefcTed] Hd fhdT IS o ATSquaTe Hed o 2T 3RAdlel aY
GATE Hiega 3MTed. HeId aleqd, IaTaTd! fchHel BHT P febar
AT ORI AT Hed FURUIRITST SR AT I&e] ol 8 FoReA
ST Sa. 8 31c quf F FRURY HUiiel Farem waiere AR 8
NERIH

o . PIUREr TATe - f fobarr 3red alel - St cheres Wep febelT IR
PHI ACATGR TTH Pell ST Aqbard, GfHes AFell SIS rehara.

HRliths qH STE fhdT 87T 3TN, IS5 TAYTCHD FHIT
I35 9Mha.

o D SFIHRURH. SR TETE TAbs Hiegdr fbar gffes Hwrert
3RAcieT TR T HHIT PHI Sehlell Tgicqd BrRIST fHesq, epdra.
AT, BT BRIST b STUITATS! HRATE ST BRI feball Fetu]
HETT 30 A9 e, 3TN Hforewelf e fdhar Far wrery
o5 37T T HRUIT R ey eI,

® oI UHSTIMIS SRR, Gareq Teicdes draer adffidrad Ry
g3y



FROINATS! ST Foledl T, TR ot TufcAd BRIST [Hsquar
3T B AP ATl IR 3FD ISTERUNAE, UfTa fdhar e
ShiET A1 AT T Jf¥eher aTaR 7 HRUY febar HROAT HDRICHD
TIRTSET SUART PRUMIT ATEHT JUIIUT TR T HRUT 3T AT FS 3RL
9T,

Sfegl AT | e GeiaT el S degTer UEIal hl QTed icHD
BIIET fAieee Srepd ST e AT o] FIRIG e ST e,
RBV T TR & BIRICT ATGAUTT SfehaT SetlelsrHTor ST:

1. AT AT T GATER 3T

2. TEE VRIO by qul &h_alrel &1 T8t Irer Hediep rT (Fleflel
PHHAR 3TTeRd/ flowchart  dTIRow)

3. & Y UR RUM=IT SHTE=IT fAeh_T 1TfOT g vt

SIIRUS ST T HEFTGR IRTCT 0T SUTART 3T

¢.3.0 IREIE M7 eRUT TIR HROT (RBV and strategy

formulation) :

AT ST IfeledT ANy, fdhar wfoeueafaed  gfffes
IRACIeT TRATEFTT 30T, T e PIIST 3R Fecel Sld. &
oIS BIIST AR fAUUF JRaTe TR PRI HEH bRl
ST TeheRR (37) 218 Hod el S feball (&) T el Icurae ahrall Acl.
8IS e,

ATE-STET T,  RUMICbR STey Weffear qefvial 3feie dxrer
3T &l FaTH HRIGT UMK GRYT fhaT Tgics Rt Fasar.
giafecT aRard & oeTd a1, GRAT WD §Ue Wi Rerdt
P e, SR g araRedr S ¥y Rerdiear 3R
SufiaR Iefoale aRd e A, Wiewd AMFT el 3g I,
GRUISEAUT TIR IRUANIST et fifshftecs SitaHem damem-
3TTETRE Gf¥ep I 31ferep afer 318, ST RBV o H& BiRfeicR aTIRI el
qTel fepaTehenTarl e PHI @rald, Hooley et al. (1998) 3RY erdel
3118 T U FHAT/IIIERT 30T RBV - ThHehielt S[UIR AT&le 37Tfor
JIRATST ATRT ARVITTHD AT SF[Te! Hewrd 3Tg.

RBV-bhisd TROMe), AT 9 el 7T Tueiear Ame Jiaid
AT FAH INNUT RO R0 faset uifgoid. amey aFd
AT GIRUTCH AT T 3 AT,  fafer HepRes Farer
o3> P

9g4



Hooley et al. F¥eredT SATE-ITETRT GLATAT ITIR HRATHT ST ST
e Refell 3TTed T G fare:

« TqorerT eyt

« Tayec Rt

« e Reerdt

- TS SAT/ReRrT

« 37T Reerclt (g-g-afduur)

a7 ffde UM diéveaT Quig TuEicHe JUMTCTIET ereiiaRicar st
FOR 3ATET M HARIIRIDS SUTeY IRIeIedT FATEARR  quiger
3T AT,

¢.3.¢ BT (Criticisms):

RBV T 3Md SaT AIGAT THTUMER SET DT T 3Ted] afor <@
WTNSTSHTOT TR

« RBV Iehadr! /3T (tautological) 378

¢ Y e \‘{I’Wﬂﬁ/ JMBR/ FERIHY  (configurations) &
ARG T Hed (10T &%e SrebdTal ST ATes TgicTe
PIIET BIUTR ATET

® gfparerd ST SR fHeT A 31T

® Rygam waifed Wﬁﬁ/ﬁ'&ﬂﬁ?ﬂ'\’ (prescriptive) TRUI 31Ted.
SR I & FATIE 37TE:

¢ FTYHRAT JAURTAT Hehil fIaR dRugrd SRRl FgUN,
HEATT 8T T AT BT SITard fohaT faemRId dhedr SITard are
TR JUTAUUESH T Tich STRICAT 31Ted & Jfed €vel SN,

gHdT ¥ VRIN  Fopwiel qefdr axuR S4qres Qe e

TICITIGBET T IS 3MTe.

- TR AR Sl BrIeefiR GHETgE aToR B A AIudd
Iod TYTHD FIRYST BrRIQLR 31 el 8 GRUT 8HIa @RI o’
AL © G el ey 1T uehies gofel BRd; Uik I
NECRIREESENISICIRREEINSRRE IR ]

« RBV I 99e 3RY AT I TEITAT JJciid ST aTaR BT
IR 0T 3Rk Rigia snidmitee/Ra-T/Erant S &I ienfie

%%




FESHT 32T (1/0), HRUTHG Ao, FrRIme eRor anfor aroRTder
T fhaTeherTaTer 3Tfee TR ST

« YU, FTeAdT 31Xl 318 T GeRredT IR Hewqul HHIv aal
HCHIER TIE del ST ebcl, ORI BIET FIRIT A Jferd et 377e P
31fere FETATT 3TeeT.

U JreaR gk ST 3MMed. RBV T dlbeRa-r/amech & s
IRRAIHAT AT T AT VRIO Tlebe/ReT/Teuiare Ioa A1
Te oMY faenfAe defl aifgord, Ty, & AR el S & o e
R0 el ATEId 3 . ST TErET IeeiRg BRUADS Gelel el ST o
TEUN T ST SHGRATIDIhS Iod-Hed Fare fFHiur sRum=ar wfehar
BIIEIAR 3TTere ST&TOTRT IR 8195 Srehdl.

« JIIRIRTD - BT TSI STRTARET AT JORYSH,  FADHeTT
3T Tl My S@edd @R FATEARAT Jedler dig aRu™ &%
A, & b AT BrIaT QUiUT S RUGTET SRIT SRUATAIST JATTOT
feraior RUGTATST ATfeT fSpATehely IRRIeT %o STl - 32T TR, 2R
g cHe aTTeRUITT Refd 3RITHT RBV 8 $hdos Ueh 181N G el
S5 QT BB (IaT. JATIFBIC AT ATE,  2000) FfreT bet T8 DY
SreipTel JATATST HereHTcHeD T80T 1T Sifepetcra TR 3ferep Hewr
3118, SRIRBV & S(eUTaeiid Ueb Heware FicHT 31 2Teha.

« GeleT FHIATTEY VRIO  fHiepuieft Seeurm=am dearerielt a1z gf¥iese
9o iR @R VRIO Fepwill #aifer, VRIO =¥ 3RUE 3ifor
N T 0T "RATEA" AT QTeSTT JRUE FqHT AT FHIGY &Il
qE= fAsafer fdaR s/IT emg & RBV  wuufcid wrier fasRia
PRGNS IuGch S Apdl, AW JeUedblel, U arderel
RUTHD AT BRATT o tdhe/a=T/aTeant for Rigidntg vrfiemia
ICERETIRIIESS

¢.8 TFTHAIEAAT SH-IeRe fagia (Knowledge Based
Theory of Firm)

¢.8.9 UG (Introduction)

TR STH-3MRT RigidT &1 S & oy e aid
GRUTCHH AT HETIYUT HATE HI. T b IFRAT Gfehalla PRl b
S-SR GATeAT SpR0T PRU FedT Bl IRA ST
RIS &Ml € omed Teicdsd o T Sew
(Corporate) HERRR RAC] fraRe ared.
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& ST ARRITCHS TRGcll ST 3flese, &RYl, fofaal, v, Homelt
30T HHART ATHE 3F1eh TEATER Relel/3AeT: T et ST STIOr arget
“Tol ST, ERUITcHe et Al Sgdelell, & gl UmRIST
(1959) gR IR FaTRT deledT TTARRRYTAT (RBV)  FRATeH-3mene
(@RWee 1984, T 1991, DR 1991).

3ETRT GRS Tl 3RAT Jfchala PRAT Dl FHTEF-STETNT eIl
BIRET 4a ST ATel. faQwer:, RBV Gy dfred g Sfrelr Ueb A=
ATE HI. A0 T TepTReaT ST-SATeTRe &I thRep el STt
f¥epT I LTl SATTER HIfSe! HUMAT HIGAT THTUITATIT-STOT 377cR-
TG ST AT FN0T,  afeie AT S HRUGRATST
EIRRCIRSIEACA

¢.8.2 TR IFmRa Rigia/s=-3meniRa RIgia (The knowledge-
based theory) :

20 T AABTAT AATTT S IABFEY URUTND IUTG-STeTNG febar
RIGIATS 18r derel ot 3118, FATeF-ITeTRT SEIBI I aTeu=aT $7H-
MM Jar MY FH-bfod ITNTAREIT 37 HATEHEaR e
EEREGE

T ffed I Tcahrar fdvg, M M 8 Aad. T
UERIR qTIR FHo-T ORATAT areal. S 3Tfcrery [y Ifrey d1eR vt of
A TRATEAET T aRa MfT Iuuieie e ARl smfor
feepTeaTe INTET <. ST TehTd dod] 3ieh SFSRINTHEY aTuRel ST 2Tehel

FH FRUANGS Tead. SH-IETNG & & Fafd  gRUMhgEr
EECICIR BN

YD BRIl TR RIS Sl g SquaTASIeTeRAIT
SR TR 0T FeNeTe ARG HRUMAT A SRR heh
FeT AT, FSTHARASTHFITS  (cognitivist), eeac) HAISTaTGr
(connectionist) 30T ST, FSHIHD FEIDI FERIT T JuTTedt
HIFCT, S SR SAfereplferes 3reqes "Hicf+feed” TUR & o+ i
PR, Tl 3Aferep 3Tepsart ST ATfecll FeT Tl e Qrebeilel

9§¢



fercieh Tifcrifereer Sferes Aget. T8 gcie HeTidTar gelele Hifecil ATfor
ANBSANINIE ST SRIERT PRAT.

STFILTREATSHTON Hrfe<it UfshaT &1 Jureti= Jervd fpar a1e.

3fferafee SRR uletiell ST (input) Jersuor R FH gar
&l "Jafcher” STTRIT TafereT WToRT Hepeu T 3118, JATedIufeed Hurett alwel
9 S0 ool 3. SMebSaRI/ARAAIIS! FeTl 318, Uq Hfed!
T STST 9% M, AT Serdl HUNElHe) 3l e AR,
JCIIgfeed Yullel! Tqa-Ferid 3ffed, o TullelTed TR deil Tell 3T
STIOT ATHob Teferecrdl "HfcrwTerea™ ehuT Q1 Te.

"fepaT RO ST FEU GRHTNG Pbelel S & T,  dafthes AT
TSN /HeTye Hifec/aegRerdl (e, IRiRf fore) anfor afeeht
(T HUSUTRATST Tep HTEYH) Y&lT &Ted 3T

¢.8.3 ORUT RIS F-3meRe fAEiT (A Knowledge-Based

Theory for Strategy Formulation) :

"GRUNSTIIERUMI BT 2168 HEAT TRl FEIedT YA TeRUNE Sredrei
ReqRarerely et fharmea anfor Fofaielt defera eryar. i
TR 31T IeTEH-IMETRT ERUI/STaU/RUMIT! TR HROT AT
SIS STOT ATEDIT IARATATST TR g e egT Tare-3menie

S-SR GIRUT TIR BROT Tifoieh ST AATE-TIRIT o 8Icl: Alprdt
&, AT AAlpicbsd TR TRIFI #8U aifeeT ST, 9 7 i
IeqTET ST HIeTHT oRye 3T ey & JdT itel URUIM 37Ted 37Tfor
e Fad RIS dact lebiar faeig . BEDell, R,
T AT TG AT/ATE STIOT ST R e,  eeaT JATOT TATCRAeer 3721
Il T ATERHIER Al A e ST T3 fadR T T,
T T FARTRIAT “ATEH (mediay FEUIT.

T 10T SRURITST |l T TRl ST aTaRe Qb ST
el A ST < TeAHey STed feba SicHfe ST EICNG ST
BUIIRE PR, SieaT [P SaeTud gredl dHardrd 3 JaeT
I RaTe, TreaT o el ave] MM el AT TR BRATT S/ bl
INTT UfRAT JATIOT IUTGAATST T FESTSA. SicaT o T oAl JTexT
feQe FERIT T, deaT O v anIfor derear faarumea i arew
RN STl TR RN

&R



¢.8.8 31"13" GRICEICIEGIC] 'g@;ﬁ" (Three ‘Families’ of Intangible

Resources)

STET EREDhS ATeD IO RASIER At S ATRair s 3 FgUL
OTfgel ST A, ST SGITIARrRT TS (UfrdT) SR Sard. JTciel
PIET U AR R MO IUGH A1 (brand name) TRIRET
PRI HleHia WUICR el 9S> ehd. 31 I FATE o
T U ST ATeehedl AT febell IMTeaT bR Jlsel ATa”
T Tedll, SATE TR B Sl

STCT eteh AT il SR I BReTeT cieaT SieRiel 2T rfeed!
fehaT TR dell ST QTepdl. IR ARTTa PSd & U (patent), HebeUT,
U™, I (templates), 0 TUTTeA! 3TTOT SAR ULIRIDRT HHI-311ed
TUE YT URU BRe. & PHATIMI IR el 3T AT HTEROTIor
GEATIT "HICTDTe" el "GEpai” fhar "SAHAT" (spirit) S&leT
ST AT A TRrT ATt STTSs 2rebl.

FIRhep/3TIT  FEAAT  Poamed  FEARD/AIHD  PHANI, T,
HeMeF/fIPT R&D) A, BREFET HAR, fahr anfor fuoe -
ST ST Areaiell S Hudh 3me 3nfor ST HRf ATedhiar ST
SfRPITER AT TTT UTST TR 3FIT HatdT FHAY Bl

ST BRTICIRUT & HcT aReedl] BXIICRUMYETT 9o 3778, SieaT Hoi aefell aTa”
AT ST g T o B, ITeAT I SieaT S aTuRel SN <IeeT o
aTeKT 3ITOT STeT <7 ATuRel ST AT <egl Tl SFaHea BIdl. TR AN
febarr WesreT e fHTuT RuaTATSt Hfrerure J1ST Jeiavyes rrel Tl
3T e &aT RIPUITATST AL SR des STl T
TST SIeTUT §& el TR I Ba8a T BIcl.

RASIERIDGT PRGFIGR TRACRDBS Teledl Hifciep aea Ieara
3T gTEch YTos ATl Hod HRIesIT (Value Chain) FehedsT
fesTell. SR SATTCATCT FERAT AT ATEDIAIE Tl ST ERATRY]
T WURRUIGA  Hed  FHfor axogr gsdH  fodeary,  rh
Teprad ey ARgedlplored MM & Fag oI S5 (network)
TEUI M TN UTfeetl ST, 3 e (ST, Hed, iU 3.)

qWo



Jafehds &TTT IT&T GNTHT IR W1 § ST 8XdidRUl, ST SegiRuT

External
Structure

Individual
Conmpetence

Knowledge
transfers,
knowledge
conversions

Internal
Structure

Figuro 1 The Firm from a Knowledge-based Perspective

3T 3. ¢.9 AT-ITETRE GEIPIRIT AGAIFERAT (The Firm from

a Knowledge-based Perspective)

T Ao e o5 STTeodT madhil3FT Jed Tl ot SliciRuT 8ll
CTeBT aTed PRUT BRACRUITET YU #6UH S “ifcpRear fferet
IS TS, JHeAThST Sf ST AT fRrebal/Rrescr T HTSAT ST R Hleld,
T T IFRTelT A1 ATEL. 3TRMT HhR, FECHHS GIRDHIIT S HHTIor
T FTel 3TE. S dTcel FeU S gUWIT Bldl. qeifl, e eehieal
SRPARIGEIDA P 372, I AHIRIG detel S THIEcTel FeT 3RT
T SR ATAIRIBIPRUITEAT (sharing) TRV SERTEAT/SIe AT
(career) F%ﬂ, IfaReh B Ifor 3fexg AE. IHIRIe holet ST
Ty TcHedT THIY. Sehd. REIIT fohar Tl e & amad: sror
SG el ST BT eehl AT DT IR AT febelT o PRy TR R of
T AR P TGN

SR eI e (3Febal efdelel 3TfOyfdhar 4T aroReaT Som=im
ST EITROMET He e 31T8), GRIRY FHRT qoiauT et Sirreit fHifefet
e, PIET T fhdle bell M8 Pl bl YHRRET ST FhRI
YU/ ST SUIRUI T ST TR &Nl

RUFIT/STaTa/ER0 - TR PRUATIT HEEaT BIIaT H_T aiaRigdT AT
T ST <gorerEToT for (AT AU TS B TR ATl
e MTed. qed = Tofdhectl 31T SRR TN WUTcRUTeT
URUTHPREBITEY  37TE. "SECRUl" 30T "wUieRu a7 erearet fas
ST Ueb-feaTcHer Elefdlell Ferq 2rebel. & & ATl Qi echieier
ST SIORYT &1 U fefeancqa fspar oimg, Sft S amdr geRd
30T Th PTH/HTere B & FYUT HETAT FHIT 3RfetedT ST (Hfe
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3. RiEm, GeHae SR & WPl Siele DAspIpRHE/ARHIS!
LT TIE JATIOT IR HIT S HUTRUNER IIeIgT ST,

AT -3 FAGIdTe Teh IR1eY F8ural I TETeT Seeredn
AHigEered] gRUMT T8 . SR APl 1 JHIOT TTeeh AT
PRI?  SfegT Tyl FaRoHey Hed Ml fahelt srarelt a1me areTr Hew feer
SITT, <TegT UETET eh! SiUaNG $HHaR), TTedh, PACSR, YRAoRR
fehar aTEep 31T T ATET 8T GeT SR ey T gt aiodia 4 gl
o, SSTEXUNY, Teh HIol AR T DHHANT TeU SAUITIET UTedh T8
31ferep HieddrT SR Aepdll, B aRr TR JaT g 93t
PIBTIRET ST Bt ST,

¢.8.Y TET T &NROT flﬁ' (The Ten Knowledge Strategy Issues):

RNl IR/ B ATV T HETHT ST BEATIRUIHUTR b &
epdl, ALY ACIATST Fed 70T HRUARIT T M. ST UMICHT
PUTT IRAIT SUHHT Fe2T TEITT 31T SVT FTeRIeT AP &HAT-I-
Pl GERUIT T &T 37Te.

1. ST STHT BXiaRU/IRac (Knowledge transfers/conversions

between individuals)

2. TehigT d@T WREHd SMR ERIORU/AUR - (Knowledge
transfers/conversions from individuals to external structure)

3. 9@ IR RRhMYY S ERICRU/AUR  (Knowledge
transfers/conversions from external structure to individuals)

4. Ifeheh TEFTURIT STcic AR ST BEaRUIRAYTR (Knowledge

transfers/conversions from individual competence into internal
structure)

5. I T[T dAfhed &HTHEN ST SXIcRUIRRUIR (Knowledge

transfers/conversions from internal structure to individual
competence)

6. IT&T AT S BXIaRU/AREAT (Knowledge transfers/conversions
within the external structure)

7. I O I WRENd S EORUIAUTR  (Knowledge
transfers/conversions from external to internal structure)

8. I O T TN FTHM  ECRU/AUR  (Knowledge
transfers/conversions from internal to external structure)

9. T IWEHA IMH  EIRU/IRaH  (Knowledge transfers/
conversions within internal structure)

ICE)



10. Hog el Hexileur (SRl SRS &<T)- HYUT Y8T (Maximise

Value Creation — See the Whole

BT S GIRT Je TTCHICTSHIT JITeT:

1. ST SEATRUTRAYTER (Knowledge Transfers/Conversions)
FHAITEY FaTG AT SO UPR F&H HRITAT M7 DIUAT HepRa
IR ForefieTa St i 3fdel 37 & SRIUINITS! Heferd 3.
IRUTHG T N A AAlpieiieT e BXiaRUT 30T ey
YT AGAT? SR FEIIMT ATIERUT oy G ebai? FaTT Fewd Jeo
FHelfud AaNe fJemareft Fefia omed. e AT HeuT MRS
PRUGRT febcll STeep ST STOT T bRy AR 3T8?

31T it ST AT ot avor, e fhaTdherTa e IR, URUIETS
SUhH, BRI/ USTIHIIPT (job  rotation), TTHE(MTIAUY)/ RISy
SHEAR ATSHT (master/apprentice schemes) 3. IR Diad fhATBATIIBS Jd
IRGIGH

JETER: Oticon, 1905 ALY AT ST SFIU-ABRY IS HUHIT
AIposTUlT,  ATfDl,  Foeierdr ST AHIRIGRUT aTde]el TaR
TICATE STl el 3T Gea s =T GeRT readT fdbar s
HTRID HRATT SR PRUAR Hed Bld. JAfCHI foe <&iieT elfey et
31Te AT FAATEY JAfeeh "ATTi ST Blciier. DUTaT 3T 41T 3778
B PIEYA HifEcidT SATEETUie 3SR AR SR o HIRgd
YYUTTYEIT g5 JATIOT AT ST AT, AT AT "JuR o
PRUATT [T Feldral (e Hel Swlel IR dhel SN, AT Jehi I FaTe
SNfePTeaT TTERITT AT T AU ARG fel 372, 3 dr

IR GG UBhR STdesoides TRaedTd ATald.

ARG YA HRIGT AT 3Rd 3NfoT e e
UTdIaR JATMOT ITTAYUT SR PetedT il SES BRI AHw
3. ISR,  ATSYRT URATSA e et HSINMTE YD BIRIBNT
JTABRY IS BeelR, ferebie Toic fobarl Fellse icee wauH Ul feHTeid
fhAT Tep foraer Eeral. 81 "go-Aofel” 3 d T ATPRERIeAT FHId
BT ST 10T S, © e WiRieRIet Helle T

2. FhidST T WENT FAFANR  SRIRUVBIGR  (Transfers/

conversions from Individuals to External Structure).

G PHART Tl ST FT&T SIS HRY BRIl ehraiel Arerelt Faifere
ehich g Tal TRE ST SRIICRUI/HUTTRYT. ERUTHD T3 IRAT 3Te:
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G HHARY UTeh, JRAGIER AT R HITERDE! & Hell Jurn
IEpATT? 3T TETET STR UG ScUTeigee] SV HUAN Had
PROITATST PHATIAT F&H PR,  ATeT (o IRET Jeh 810, ATeHiarad
SiTeT AL RO, J<UTe AFHR SRATAT BRUl,  ATEeDIAT e <07 3.

SR Pu R FeoMR Ul McKinsey Helel Heof MR
IR UfIST arequaRIst e Fone anfor ugdh et
INOINIST I% ETAIUITATST WIATRd el IRT.  davex Sex-eMd
BIRIR SUTEH [ITU Fxa 31TfOT BRUCHTEY JaT FHTIE HRUIRATS!
3R dTedcll 318, Javevd HHaR! ST Selee ™ AIYeFHE 3iIver
feRTGBITeT ST SR fAsheaaATaT SetTel ¥8 U I e,

3. 9 WEEGT FHiTed FH™ SRIRoaRedT (Knowledge

Transfers/conversions from External Structure to Individuals):

SR YTeh, YRISIER IO TSR AU SRy BT beur, i
TREATT THHEY ST SRTORU/BUCR 8 A HHART qTal I
TR e QrepciTet ATeATet HEI SR, TRiehs 311 PHRIUG ST
ST 3790 ST {Hesqeiie URq T faRgReiedr Scle,  HiofedT ST ATéld
SIOT A0S RUHICHT AR PRUATER YEIARYUN T G AT, RUITcHD
U5 3T 37Te: AL UTeeh, YRASIER M7 R HITEReD HHAATT &l
Pt GAG THART? AT T IR AT TG lp 0T AT
RIS AP AT dTfhep Haer 70T BROT AT g SquaTaR oer
BT PROMAT fehaTeheTdeS AT,

SEEW: e,  UfeeslRT Rl dTE eldNclomele  dHERT
YTEeheT TR e AT YD FHOH HUARITS! ST SRS farsT
HUINIIST el ATechiedl Ul SFavels WoHed aRaR qewri
BICII. & S ATechred fashlefl T SUTRY IeUTer fehiefe PeuarTal
qIOREAT STl IS8T ATEhredl Jadueblaric] GRATeIT HRNal 83 T
ST STiSciel Jed HiSTd 0T T T3 HHANT & URATaT dIequare]
DT YITINATS] JREDR UTH ShReiIl.

4. WETAURET 3 AR S SRAIaRUVAAR (Knowledge

Transfers/conversions from Competence to Internal Structure):

MHSIRYAT R ASRMEA/DISRE (data repositories) F&HAT (EIE?I'CET
AT Seeil SATeT) Sehia WUTR HRUITAIST AT JES Cau]es il STl
318, PeuT 3T 37Te Bl 37T TreRmee Aifad TYUT T ARG
Pl . TRE, ST AFCIIRT fAqures Sadh JeRE! HTel JTed d
3fieh SIATIDRIAT [IaRT 3T T HIfScll/3TThSdRT TR WRET BRUT "+
TG AR 378, Alfecl/3Theany gy ST Seavast sTdTesut
FARIR Tl Jaqu[hlar ol hise PRUl, FaRIIeeded] Si-
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TR RIGTCTER AR e GRTHD G JedraT Defes T
37T AT A,

GRS T 3T 37TR: TTCAT/TVITCAT, ATEFSTIOT Armey A fehapReaT
STTANICT PeledT &FHerd WUTCRUT ATV H_Y GETn ebcll? T &=l IR
foraTepa dfaa e, I, ufehar onfor gunelids Adra SiveeT o
31fer TEST 3T HRIEF ARG del ST Adhdld. JEdhT e,
$TMC, SEaNaNT ETATeul UUMel!, STTeT ST RIS SSTavur JuTTedT.

Sy el gEMe TulleimeT Jed A0 eRugml Tofdeddl T
ATl AT AR EEIIE AT STt
Wﬂgﬂ?ﬂﬁ’rtﬁsﬁaﬂ% Uy Aot IUTED A ciedd 1,300
FEINMT RIS GaRelel SRITa! WedNT JTTaRuTe UTe-Tary0T SRS
uRiE 3ME. PUHl 1987 URIT SFIHT 30T Hifecll HreR HRUGRATST
SAATC 1 HATEIHTET ITUR HR 3MTe. 1994 He UTEHHT ITT SETHSHE
AT o] BIUTRT JodTel etl <IeaT Fal SedTe-ra fahier JH1r ~25%
BT >35% STl

5.3d WM Hafthd  WEFAWEY S gRicRun/afecd

(Knowledge Transfers/conversions from Internal Structure to
Individual Competence):

& 4 2T MK UfReT 3118, "l ed Uehsciati/dhe dhelai” &FaT af
Arfact 31T 31T & A1fEclt SaR RhIAT 3720 YBR ST dio- (el STToT
3D 3ATe P T DI PRUITAT & FERSA; A=A, JIIUD AT
ST, AR ST JUell IRYTHISNTER $hdes Hifed! TR B ADI.
qog i Tofheetl meurt Afedt e Hfor e 1 Tel. €k
TS ST ATe: UUMTell, QTeT SATMOT Frer aRer] 70T Schiel! &M heft
U ebcl? AT TR IR TUTet=n HIe-470re GRue/ interface
(T edh i VTR faferer wrmer sied),  forar-armenfie fareror ufehar,
SFPRUT/eheT ATV IREORGATE! $-cAf~T ATcTeRUl GERUYTER T8l Dot

Pl fohTahelTdTdhS T ST,

IETERU: [KEA, TS BifeR susll, e e dem=arear fRrerrn
I ITGIUITATST A feTel JFIeRul/TereheT dTavcl.

PlUcle BN, PUTRD I, Thel Wcaféis YFered] qRUMHER
3R ferar Gyl IcuTe GEIDI gaclell, SUTHEY Ul qg-ehrIer e
T IS ATgT TIR IRVATATST U3 HREHT TR Pell, TN,
W AT TTe] Ielell PRIPH T fhar WAferd Hebed IRAl,  ShiAT
IR ST 1T feharedT it HeTd dHollhs SUITH Hae
FR- TRITEIT e IaEel SO SUATIIRI T ey STTOT T fRIehUaTaiat.
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6. dIE WRENd TN ediaRU/aRadd  (Transfers/conversions
within the External Structure):

RASIERTT HAN/SUTEHSEe A8 YHHeIHT DI FRTAIT?  SedTe Dt
IR SIT?  FAGRGETHE T UV FaARECrdT IRvTeR HIST
TG T 2T, SHTEAT QI JUMI/EIRY TR BedT URUTRG
IED AR WGEUr IO Up-fear PR feharhetramed  |ure
A <5 AT JTOT STRT ARAcHIeT WITEIRDTEY FEFdT Peft eeciaaRe
Bl ST IR THTG TP AP, GRUTCHD T AT 3ATg: AT UTED,
& GURUITATST HHTTU Y & o Aebcll? AT T ST RIS
GERUITER bfoc pATDATADBS A, IR Urail GERO;  Iedra
T Sfor Al fqerelf ®ripe SR @ JereRor S
IRIMSDHeT IUTEDd Aal el TS IR AT SeqTe-r!
qRTeh YepTTeh SRS-PIee el YD TRECRNMIG! Taids dlefadId
ST TG IhT FEULT 3R,

7. 97 O Iiqd W@XENd FE™ SRAiaRuRUiaR (Knowledge

Transfers/conversions from External to Internal Structure):

STRT ST ST IR S a5 e/l SO 3Ferm Fdi ST gheilar
RUICR BT et SITSs el Jreanell Feferd ST execlioRun/aRerc el o
3T AT et ST, HIRVITCHeD T8 3RAT 3778 T Teeh, YRASIER 30T
SR TR FEHAT GT TUTTel, |Ter IOr fehar SATfor Iearey
BT UM Ap? AT THT TN ATEpred] dsbiRiar 37 quarara
ohicT AT TEHT §aUI, Tl IATSHIATS] euT f+HT0T RUTRITST it
femfor oY, e SO fehry R&D el 8.

IETER: fhel-ol, YU FcreT e IauiRY SRl TITe aRfedl
TTeddged AR /INHSaR! Hbfold TRUITAS! i faht erhl aTuRa.
ArfEcil/3MesarRye fa%ISur det ST 3TfOT =T fashicier ate=T uRa fer
ST S ST ISP Y18 ST HATMOT Toeifcres Jfgrids e . fohel-
ofd fcif+rell Spefes AR ™ dMoRd e, R d e agier
ST &3t eI el TicREATUerSiT T SicTeT fRIod @Rl et

8. ITfd I ST WReMd FH™ &diaRull wUaR  (Knowledge

Transfers/conversions from Internal to External Structure):

& UM (0 T UROT 3112, SRUICHSD U9 AT 3118 AT YulTett,  FTe
3O HfehT TN SUTET UTeeh, YRASIER AU R HANTHRBIET &l
el G ebcllcT?  JF2AT YA ITR TTEDIT AT VGRS Gl T,
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qTeT 30T Tfchar wTel JAfIvaTeR. o8 dhiad HRUMTAT foharaatiics
B> OITATd, UaRGMCH, IcUe o, 8eq $%b, Iadl S.

JSTERUN: 3T M F "THT & &R ST HRICIR ST TR dedl 27T,
ST AT FARCAT IR AT AeclFIRIGR dTdReted]
qIfEcl/AheaR! AAMed <O SR WA <dr. 12 ResT aeied,
T JAATST IRIg Tl Bleed I SIFTfd YI9Tag TTedh ATfad
Yetfier Arfecig Brs 9RO 3MaeTd M. BT ST Moy 2ifcreft Mge
TR el ST AT Fef ATgu i dafched STAR FiT2cT PRUITATS!
HHATITT IUTSY B el ST

9. Ifd WeHd M sediaRuIRacdy (Knowledge Transfers/

conversions within Internal Structure):

3T TT & AT STERYT UM 318, GRUICHD T3 3R NS b
GETT UTTCAT,  SATE SIOr UfehaT SAIfOT JearaT THTeiaur ahefl Tebfaiet
Pl ST QTebeITeT? AT T IR ST FeIaReyd HRUl, TehTfcre [T
TUTTHT TR @RUT, ST STaTTSe URUT SATGIGR T chfi] hRuIr=T

BRI ISR

JETEROT: G-8l, & UcxuTgsl R 3M1fir Sav Sumi-aard! IT e
JIT Iclel &7 3TTE. Knowledge Curve, PricewaterhouseCooper el
SgMe gdf dafehepied fibar Terrfies Tdesiar Seeiel 3 89RI STIa4
FHTED T ],

10. e it weTm eRor (SR SR &) — Y0f 98T (Maximise
Value Creation — See the Whole):

T S SETCRUIAUTR I G JfReard Jfed. ey, o Te
G RO FHfwer el STl eI, DR RATIAIDS S-SR
RIGIT QT 9 el AT QU GBI Rl g1 FReAhS IR
UG SATOT APl SNeT SRACT ST eSS PRAT. AT

3 TN SUhT ITIT ST fehaT TehHehi=T dev2f hedTd.

IS <aTUTETOT HRUGRATST SHeATE(eh IT Ui e dhetell Joau[d
B ToTreht IYBUST T8 SR AT ATATARYT T T 3RIT TR - Fch
Sidh AR Pl sl Jafchds Tl TIATET SUTRT F&fRT UTTeft ST
TGN ATSIUITIT YT TTOY IRGT. FTHDBIT ST 37T BRI
STUTIETU] PRUINATST Teh hRishH clleT SO caTaaTieh e ERamr
o TCT Pl ST, [I9U Feer (AT HRUGTATS! Aot Hyar=iaT arox
femeff HRigT maRThT FRAST Avae Yol STRid ST 3T
&FFTCTT G ATENT.
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¢.Y. FIgR @ RIGI (Transaction Cost Theory)

AT RIGIATATS! S8R GarT GEIdIT e DI T TR
Tl BICT. IR T FUN Il <] fohdT I AL T

IATCD G DIV T AT §dTd, DIV AB-IcUTeT PRI 70T
DIV dTE%0- PRIT?  FRAIEAEIT Teelh HSBIaY P SI[A?  hof
STTOT T RTYRAGITTER AT AT PRI 37?2

g UH YSIITER T g erepara, &Ry o 99 opra fawamerier fRr=ar
3T YT CTBUYTRATST AT e Hed A0 PRUITTST Sifcet PRIR
GaY B (AR el A? AT HolHd T8 FRIRUT HRUIMATS! eFd8R
T AT (Transaction Cost Economics)TCE) @&l Fqardq TRIfUd

JdTes PIN:

TP ¢.2

Hierarchy (Institution)

Company A /—\
external
transaction
internal
costs

& T 3T FqER FH=a ATHUITATST HRRIT JATIOT STSTR & HeRr
RIS ¥y FEU[ SRIA. SiegT Tel FIgRTel T e TR G fue

SR 3RYST <IcgT IaARIGRT dlee]. SN IT&T JdeR &9 3icid IdaR
WIS HHT 3T AR U JTTITHANTGN HHT hotl TS,

RIS P Aredl & TR 3 & B AT FEUMER, el dle T
I AR AT PRUI GRATT HRANT e8] qOIR
AR IcUTes FHRIT PRUIT] FdeR T, g Hifed! feeit
ST, TR STTCTUEHT SR ST,

Ao P TFT 1937 T JIERATAT JIeR o RIgid HiSaT,

SIS Al Ul (Fa-2TEl 1) HIIUD! Ueh gell ST STSTRTeAT e

AT HGITngEaT IR dhett. AT i IRIsr T a1 U

o] Sfier drecar WRATeTdR fdeig 7 JI&dl, Hier Jqd U=dmEm o

ARG 37T UBR IRET INUT o JRadrar I ATieR
9L




TREATOATeT deyiell GETd 38, T URUTRSD i fererumed
ATET ST BITel.

PRY 3N Aleadl HI THRN JTARIARET TR 3RTelel] TREURAdIG
PRI T FRAVIRITE AR (SaTexunef fsht axrqw), R A
SR FATE ey 3RY ATe: “QETET IR, - FTRIcH el
FIER FYEI 30Tl ST 30T SITRIcler A readr Jeear ST
SATUTEETN T aERT SeSThrdT ST Sdell ST ... ST Seures e fard

PRI AT GRBART G Bl DT IR Al o Iedre o el
30T ST TUEIHRUT RO A 3TE o AR R AT,
T fafdre forg ... (@] fadiar JERr SIfIH." BRT HIEN BN
NS SATIo> IRIRIARAT DT I, AHT AT TPl Haed THete]
’%’Uﬁ%ﬂﬁﬂaﬂ?ﬁ

1. SR PRI oip feFrEel & TRUI WU odid ST
TAQTRIGRIATST U LU TR SRAcileT (IR & FHE ATal);

2. SR PIET Al SARIAT ST PRUATT T T M7 et 4y
QU TR I (IR ATHI: eIl SeRiAT S TRr PRUGRATST
31ferep 4=y et STTaT);

3. SR TRERGR FIARIREIT IeUTfed heledT dRAT HTET= <df 3 e,

GSH, PRIATS! IR TATIT FRUIT i PHRUT FgUIl et
IO TR PIeT ISR G T80T, T Fafe foheedt oneror (o7 et
el SITSs DT R TSGR &l HifedT ERal B PigH Slebet STy e
), T TS GRS dIeTere] Sl MaSauiRe aRR
forfgvarrem @ (S SIFRRTAT SRIeaRT HIS 3Ry 2rehct) AT FHEL ATe.
forerr, ST SHTTcier R SfRErRiuu Sl SRAciier JAfOT aRaR geeT
qICTENET PRIAT It AT fHISHISTE WeeT “RUmT &,
faere: SR Hifecit i Arerrel fafiredr s qeaT, e 3Ry
SER]

TR TER g AT oK el iaid BRI 3Rie, o) 3Md
IR SMILIDBAT IRIT (ISTERMY, U TS FROTRATS! fdhar HATeRIah=or
faaRd axrvaITd <Eter). ITSele, T TGS BRY HHT (SR
SR i) PRR SRR, SR Pl PHARIER aeIera faer
SRATITT 9T, AT TSI HHATITAT U=y el SITATd. AT UhRY R
rff¥aaear uRRerdid IR der Sard, a9 Seeres fewmum=ar
eerrarat. areft aRkRerdt Fg-araiir e Rigiare faog 3R, Ta-
AT TR dTpIferd 318, fRATRT TSie-UR (HHaN!-ca<eiTad)
qeer, RS ST e fasriRT ufceferd ova. e o fsay
PTG T "I fey-Fadrar PN STHHDHRD IRIeT T ThRUHE
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Th FARIERT SSINT YU aaT IR, 3mfor i
IR TTIRIRAEIT ISIT JUT T 371" IR fewqay.

AT 3Ry AAigadr & aroTRrely Feferd TRBRT SURT (fadht @, et fhaa
fR=0T) TRATIRIRITT 3MTBR dTeddTd, HRUT STTARIGYUT 312 UhReT
IER GOl ORfF  IONIINRRT  ANIA. SRMMPR,  Coase
AR} SIRET "HaeTet WUt ST STeaT Aarer o Sensidex
ST ST <IeaT JARTIAT Ucl." TTes IeETSTeh Afefeh T bl s
M FRAT T AR TR ST e TTHIETIT HIST fdhar T8
BT fIaR % har.

T Uy Igadl B aIRIEIT BR P 3edal; Ielod ol o
I PR JNIRIUET  PHI  GY  SRIUI BRI RIS,
AR JTHRIT IRt 7gfer & T fSguia arseiedr Tafgr fer
Pell ST ST JffIRTh FaER JRTT RO § FOTRIA FFER PHRUITRT
GATT RENT IR, (P FURAR, IO W TR
Galer SIRd /AN, oMfor @ SiRdcard A ARY) IER,
IICTIATEAT FHHT BIUTRT URATAT AT STATIRRIT A TSTTedT Tafd
I PRI FaTd SR AN <dl, A M T SeR/amMrT
SINTT 3RTeteT AIGUTCIaARRIRRITTEY . ST fFT 3l agR (ST dF
THg), fobar Fafer febecll TRAR geetd AT,

SEISTP T HEITT AR SIeieT SRIAT IRT AR DI sy Prel. &
3 Tee fied STaaTaawRrT fohdt IeuTe TUR R T HpTT fdt

IYTET BN & 3T,

agR 9d agiarar gﬂﬁﬂﬂ (Reconsiderations of transaction cost
theory):

S YA I A, Sgieh TS e -cAdRIIeeT ST 3fick
GG FIER eIl Heeh TBRANT IR & el TRl
Bl aFEl THHDHE Aael PRAN;  FIARIGEd QT ek red
HiSael] ANGR YR Befl ST ATel. SETexumef st didhet RS
3 TS el DI FIRIGET MO TARIEN $eSX-BH BI-3TaReT
IREIT TG TRAUTAT AR POR HE IR SR

Tl Y MYV AT bl "3TeforRaTsy Il & SNGard dhl 3R e
TR JIRTATT AR IO IR BIUI=IT AERHT ISR el
(FRRIHD) egra afiffeca =uE far #_o SlieT Sugh 3ie.”
ITARRIRTE A fhar rel fafdy eaaieemediel 3T agRMTey
Tcfetel! fberet &1 AR fhHe 3Te.

TRAAES!, ATARRIRYTY ANFRLAMEAT S & gdel 3 of
JIIRIC T Seh AT TR 3772 fehelT Pk "epTRIRENR BHedT", "ehiAeer

q(0




SCT-BH AT U2l HRUIRATS! STTRUSK et 2R

AR FIER  TE  RIgid  IagRIT  TefeledT  IRAHMA
TARIERAEAR 8 $fad  Pxal.  JaAIERATAT  IGAarR,
IRTATT 3MMeft 3 BRUT o TIRAIRT AO/TIR HROVETIO (make)
fAfoded (Sarenflu/Sedvay  UdAaRugR) JMMfoT xR Hifast @<
(ST ISR JTIR) HHT DRy, TTARIRIEIAT JaId 3RTerer sy
e ot fafde sradler fidda O eriaReRar TR axugr!
3TTOT/febarT Tch JUhH STTIOT YehaN HTH PRUFTRT QTeraIel STl 3RAcl. AT
%@mﬁm&%ﬁmzﬁﬁm(agency)wmﬁ
IpIci! (ERIRIT O AT8l, e Jdl HTeTHRiciel Jaau[epredT qreavHIeR
I THIehRUT Y BSel TTfes] & TUE Rl e, ST BRI et
SIS e ATal.

AT JH@/Ied|  -31epd/RSD  (Principal-Agent) RigicT
RIS Al/BRD Trﬁ@ff TIIMIATT (neoclassical) RIgiarm
HETID T HHaRT AreTclie AT Hifeci g erfomef/genieft
sefeaT/dRe=IT PHARE 3fgd  HUT AT HiAeT AU
ST 9T TS, RIGIATd HHPITIU 3Teh T TcATE JA0T
HPRICT PRV BIIT 3R, T JaNjciredT YU PRGN g IR
(ST S T T AURY), T FAER WeAihS Goiel Pl (STl AT
3feRfa Qeg), 3T T 3 Seehich URAT & ATl

DI I I BT T TIFTIGLRAT RcaTd 3T HRUT IT IR T
PHHT PRATT, ST T e 30T AR W, FieaiEr T, AR B
JGOT 37T &ROT (policing) ST SFFerasTTaufl .

EI:GﬁFT T (Further Additions)

A9 Ta. P9, 1937 7ed, GIeRM TF GO HUIR HEw
STURRET PRUR Ufer 81, WRg TCE U Afoanies RIgid =8u 1960
T ITRTEI 0T 1970 AT S2ADTAT FoaTaig SWAT dee g
STETST FHSIT UG TicT T8V G hell. TehlepRUT (“sidT-febaT-@Rat
T 07”). TCE 8T Safd T9TaeTelt cIaeiTae RIgiaiidhT T s+l 318,
PHBISTEAT 3D Uefl Wil Falferd exall, faQuee: A gem
(corporate governance 3TfOT TRIT JISHT (design). F&Tﬂ? TCE & $a®
AT RAGTCT ATET TR SARATI SO SR RIgTe 3.

AT YR, TCE & FocAdd dRieMaar Igid 31e: Uy
(waste) PHI FRUITITS Sfeed TIERTET T 3T o & aera?
PRIEHTY IfET Tl AP TNl FeATHD Gl Ul aRID
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318, Si FaBRTedT = dfTeaielt Far SeUIRT TRy 318, ISTeR0e,
EREER-JIISIER PRRIGR U Sfee], HIprarde AT ATl R
YT PROT U HER 3R ebel; IWAT YHRAAGR BRI
aicrfciiaxer aoR fferamter anfifamgear siftie arfem gfaM ue™
PR,

TCE SN YebRedT fawaerd gufey SAfor T o Sum=T Hae ahcl.
afEeT TpR TEUNT cgeRT fafderdr: SEft aRmmr s e sam
e el IR UhHeDIUET IS SATecT?  GUNT TR FEUIT Gl fafarerd:
DT FT TR IR ST IER TRIRFTIIS! HeeATred Hire
THHBIYET T 3TMRe?

TCE Heial 3ifcH IfeT 99 FRUIR TRET TS 8Ul 3772: DIVKT
RIS UfcMIIe T feledl SagRER fAeEor éawwa“r 2IER
HH-PHITET IUT & PRA1?  HETTT ARG FH9 Ul 8 @8l TCE
PG EicTeled HIATR/aEd T Jd Sl 3Te.

TCE  TheI AT SRASI T JUIATRATG ST e Heare JATad:

(1) TCE ¥ FEIfd axudmel W] doled  ufgel RFeasReadiy
TehIRUT AT HAIPRUTT BRI, STl Prardesl "Aferpa/fAfegsdh TCE
SEESUIEICICERS (‘the canonical TCE case”)*&U[T Farerel . tl?@ TCE
& THE: Sfeel FdeR 3T SRR TURIUT RUATATST cTaehuul ]
3Te.

(2) TCE = auiF &b ToTcHeD HITHIRe RIGIT T8 el STy e o1y
TTIfies IfeT BRI SFIER ST PHeRT TTeul JRT HRU 3772, TCE
HHBIG HTERSD HGLATYT T8 3Ih AT re ATHIRIh .

(3) TCE TR I fHgiamT Iugth dHIEa/oRe A UfRIgD
(contrast and counterpoint) k7] W?f, T I FJTARIEEIT -
30T Srhl-armenive fAgid. & gar (g, srifdae, TCE &1 Hfdgor
SIERCAGIN

areT qRTRErET foraR &_T ST av] febarr Jaiea Sifeet arurearofae
R 3RAelel SN U8 IER SMANIG axudrT Jaay An fHafRa
PROGTTT YT PRI AT, Srei-Tal T fEaiaeid! @t dxIe 3ie
3foT SR JFTETd W, fIeid JTOT AR Metel YIS SIS 3T&.
ST & ST T Bl 99 FIBRAET G 3R U FTaRID
SR Tt Tfeord. I UdeRIe SRS & dx[d?  d DIure]
TR BATC/RATIGT T8I Beiter?

HATE-3TeRITIT ST, 3Mfefes dRiemcT oer 8oy Sewia Jefe Fia
W AT S Sl 3RAA: eI JeR HRUAM 3d GIfRfy 71
IRICIRT,  HI TG ITORUR HT BT g -2 T Jabl, AT ST
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3T ATfRcie Sucteyar aT qFer M AAifeT omed, aERi yafaitdy
wakd gAY asudt W], dlaed, SRRl oifUr faqeri
NI 3T

Fald AT SRR, a8 &9 37f3MET (Transaction Cost Economics
(TCE)) & 3MTeg I Ui ardraRula JeviT JagRie a1 et dhelr
ST arer Rigia Mg, TCE g [arjdiear «asriel Safe s
BRU T AT JATed, AT 37ell e 3T Aoyl i

DT T DRAT Sl P HAIUT 3T ddddgddI AT 3TTE.

ST- fobaT TRET T AT ORI SITER SUIRT 31feeh AT U8 HRIRFeT
HeRTeT QAT FefRT o7Te. fIoom T Tqequr ARIand: “aeR Eard
I IR A Pl IR TRIfaR fhhracaeik ol & Jege
HTSAATEN LT AT TOUTeT (ASTST SIHTIER 3RAcl. T &
BHIR Heedr, e gerE, foxy, e (enfor FReed), a9g
HECH], JASI SATCRUl 3M0T, |MRI:, Swq AU HIURATE!
THRIER. TET fehdT SICIETTN Ueh R THT 78U, 3R T AT &,
UfReT RIS HRIRTEIT TTHUTT AT HIGAT TR TR faffad
PRI AGAT 3. AT IR, 3TF8! &1 AT IR =T 37Tg ST it

et AT et ST STt T AULNAIR ST .

TCE & S8R Y 9705 37Ted & ST RugmT T G HRel T HHI
Reercfieps URe ST A1, TCE TR,  f&T U U7 3RFetel dH TR
TEUNT  gNaNdr,  JfHfygar  enfor fafdrear. @ R e
fafa/<amrEeagER - vameier PR fafr e ARy wuH
feaR et uifest; TCE #efiel foreivume 9ea o & TR R d3fched
TIER 3TTE.

(1) IRARAVIRIGRT (Frequency) VNI S JG8R Y& aaRi<aT
YHTOTTEIT ART/THTORES (volume). BRIRTT Faer N&HT Warelt Jefer raard
SATFOT AIGAT YHTOTI (FEUIST 3TTarch! cgasiR) T Hemae Aadie @ IR
3 Aphdrd, Iarexuny (faferom A, 1985,).

) JIFAAr &UN FRR FRUT verdl qafavuiiy seerar sigwr
SHfAFFI/CATEET/aeR e Jedd feddey SRIdId o $ao
3T JTEBIET AT ST AAHG & Tt AN IRIAT. Sfeat faf
GIYMHEY, Fd FHTY D RHDAT FHTAE PRURT HYU PR feIfe0r heres
31T TS, PRI 3YUT JATeeT 3R Teld &Ro- TCE PP B,

3) fafdrear euifaf = caTeEmEesR Fed RIS ThT TelT
febar QI8t gari=T poieaT fARIT Tauydhia Ha.

S IR G A IR C I BE RS I I E R C A IS RIS
RASER Y-/ S@auEEmy aeR TR o Adbdl Sl
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TTEhTeAT frIEaul BRI HIHTE-RerT 3Ryt fafwy <arurremr
IR FIY AT IR T JY-SJosauii e/ aTureiamoy saaeR Fixr
{07 et MM el U JHd Elsel. e qrHrgaul, faferedr
3 =T BU EcT: TAB/SIFT (site) AR (IaT. faged drREFIRIT)
(Electric Plant), e Jrerar fafdredr (3T, a9y ATeM), 3T AT
Hrerar fafrear (ST, TaaIEYT-f[Afe §7F). Aewr weur,  fafdrear
Jfaeifecdlell S0 o, Sif Ubdwh foar fGUelly g Ibd. s
ORI, IER BRUMAT TEITUh! ek epredT Tovsaler ARl ae
Tcfarupes g A 3RAel! aRIET (ST, SU-fAUTAHT hRETITHEAIAHE
TIIURD), PTET HBIRT URER JHeeifecd DIGRI [ Bt SR ATl
fAfRIE U Peledr [RASIERILN detell HRR HYEI ATV e, TR
Tl bR M Joiaueh e: BRIdT oARlel febal ST o=
RISIERIET T IRUATH Ueqd o ariet. 3rIfd, scifaca deer et
fepAT pTEl SHTONC SRTHEE SFcT STTfoT fafarecar FHme SRieted
SFIRRRT, SR AT 3T Toefces SRIAT B HIvTET TREGR fIfere

IRISTERIER SecieT T fehall TS,

faferecl aiferetert arell ufRRrerht fFTor s Aehel SATHEY SAdBRICI el TehT
eIl =T T&ITaT WIIGT BUdTe! Srerell fovy arepdt. e,  3fe 3mfien
"REGRY W@W'- “holdup problems” (Tﬁ?s@l"rf) Eacicac
agRIT Sgddld. TCE 7 eiciele! Reercit 3reft 31me bt Feftare aef=re o
TRl fAfEReaTuEE/easR AR BRIET Bl 8 IR-FeeTgh
arrfer W@Tﬁlw I (myopic) qrer ome. faeTmae
RRATEUTTET "Ueb Afcrery ST HfcRATE™ 319 ofdel el SATT FIERIEA]
PRIEHIER fAURIT gRUT Eldl. SaeR BRUR Y&l of fafreaard aemag
TR < AU LTI el UIfRSI. Ueb TNl T FEURT SeTurerdTor
ST A STIRATST fereTATE ereiaegall <07 SATIOT TITH 0T AT Seia’
TR GRaef PR v, freTTe aaragerd! SavTeano $_vl, $oR
NIRRT, ARG BRI AqaT/CurRIigd] FHRT (holdup) FHAT
IR TR A BITATIRET STa5UT 8T 3.

ATET BRI HHT JRARAT, PHHT SR AT PHHT AT SR,
RISIER M TRERR redTeilel IR FIERGR 3R GaeR
PRIEHCH ENlese] SIS Tebaild. ISTERUNe, bR eI el
foerdigleT TRET RO BT @R AT IR BRU @ e
ST, T ATer e RIS STfT srerer: el Jefer Pivrrer
gepT AT TeUH, R Ul RS IR fAfFFRI/SaTueamnyeasR g
AT PRIGH BITe ST, TREIER ATIOT fehalT Fredmiier SroTRRier
IIER U ATY X8R BT SR el ST I TIEIHRU TCE W&
PR, W fAOW: STa aoiredr ARG SHEY sRicledr Sifee
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3IfH AICR U RUT/waTS]ed/S[edulT HRETITET SHaT/TRIR T -
3OS -fafE Eice febaT SU-SJosaruf=IT RESTER € Teh 2AiiTet IETERUT
3e. TCE T T o, Hiweees AT S ATl Pl Bl HICR
FIAUIR & HEITEARRIT (inhouse) BEH FTced SATHT 1 SHI1/TIR
PR -Gl -RIRIE ARG SR 3rqedes e, Irdefe, AT
gcaoidl IR oMt Jfiewelt A O offed Tgicad dlett AT
ITEIEICATS/ATEl STHITST (outsource) IHEIR ST PRV FIER TFE
o P! IRFIT Tfed ERel S, Hivcegs MM S IiFT 3RY Fifircer
Bl RASTERIDST aeR-[ARIE ATfed) Mesquard THRIT 8 TRaISRTeAT
EREGRICT URT YRASIER SNE0Y Maedeh 3718 ST FH qeR-fafre
aifec fapRia HRUr 3faead JTe. & Hifed! el RASERIBST

BTN PRI BT Blscd.

Pl ST AP, FIARIEE Dol MU AR (equity) fagRaaT
I Frsror fareRIe €. fras sreifaa, oaidl anfies e arme, g
TR AN WRETHE Wl 3R, ol favg  WNE
(equity)farTeeaeraT Aol 31 TR IWAT TaEaRumer fAofareft waea
are, o)y T evarer qey e JraT faferear aie. @t fafirecrar
ARG BoligR Afep JrEigor f[IqRasr $arr Sl dHI-faRe
AT ARATIR JARIST  PRUARIRT eI,  HOaRM Bl
JHAT HolGRIAT WA ol TRel; AT eI HRuITATS
PIVICATET 3feTch PRNTEAT ARSI SATeehT ATel. URUITH, Rl
SETERUTY, TR e ARG ot faxTgRaaT 3o fafder qreugt
ITRATAR I 15 DT,

ITIAC, US| FeheUTATS DT [SRTqRIST HTHI: I8 I8!, HUTfEeh
TEU 37 TS, AT T AT QU AT SBIRUIRT ehIuf
TR 3ME? SN IIARIGERIT 3 HieTRiell [RIgRasT HRuarst
ShoTTelT IR PRI RIS, TN felell Yok HiSaeliar U ST 1o &l
ARTET fdhar ATRISIEMT aTGfIuaTaTS! e fafeTedT &+ H=ugran
U] PRIET AR, Yerd! Hiciderce fbre 3RTel, W¥d, 9g<dd sl
PIUTET fATe ol QUIR ATEI. aIRel GohaR JFRIGRT 3 bl febar
HHITPH!, dTGelel ST T JATMOT HHT Tl AR STarvia Hfcigpet
gRUT 819 ebdlld .U TNTeTl YR FeUIT TR ggaird aTiR &t
SoRI-fARIE AR foRTqRasT erUT i famierearel  Hued-aHfeld
IR 2Tt fieed ATEY. Wy cmasit fAfTe Ao TR PetedT HHIS!
UHGd]  SFfder ST & SU™ SRIfad WNRTTIR (equity)
fercegeRedIes .

B foog T ferieg/fideraed=ar Fasived aFd Aew@yul
RIS URUTT STMRd o SWRRG 3O faomeft Hefera amed. Higar
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TV FHeITGIR fTYRAST RUMAT ST, IR IR
f¥epT HETYUT ST, AT 3TTfeh TRV STILIDT 3ATg DIRUT HH JATIOT
IR e JTedTd PIUITEl PRI ATEl i ke f&dra T ahal.
IISeAe,  Hol-fARTRAST HRUMAT AR,  faiereard Sifeipr
ol PRRTHE STOT T pryermed (giRa det STard, Sarde fiRd
REUITET RS THII0 &Y Bl AHC:, ol [dYRagaraR e
SRACICIT AT TN STHRTER (FIH-3RRT) TR
PRAT; FHAI-FAUI U= e 31ferep yeres afe. 4=al, TCE
IR SR <l b1 faqRaaT FuidiaT Swler eRRrear S =R dell
TS —Hecd e SaeRiTYehIY JTfOT FeercHe TRUITHINTE.

goarirear TCE fagTier Sfe¥ Ueb RIgic [Gepiic Heur g glet ST SuiT
3¢ M1, AT M7 o IifasRfY e sifasaroa=r |
FRUI dell Vildy Aehdl. JICHIR Plel Tch $9-8I8g I TIN el afor
R IMETH BT FReT? ¢ BRATETET Ry == gErel w4
SIfcr=Telt T FiRfeh @eeT?

AR TR ST JrRifies FegaTer R v,  fdeamae ey

BT & "TCE & TP e JANTRT 3ME" HRU A Fraoft
HRUGTIRY JFTHISN AT IR HRUIT & Ife® ATe et Bl

eI 3 Or &tepT (Comparison and Criticism)

faeaeaTear drRMUgH, TCT o fafF@N, e, s TEE

SATIOT Tqref ARTREAT FHENT T AR DS el GodTdredn ST

feheTeReTTd 2T SATANISTCT chet el & TUE Ul & DIdT G o2l 81,

TR TqRYO HRTCTS T G Ugai2iik e 3fec

(9) STIER & FIRITUTY FeTHeT Uebeh TS

() HFTET G SerepRep T AT Tarerfea aref armed

(3) TAERM JuiF HROIRITST HE@Ta URHIIT FEUNT dRARGT, ST T3ar
31O e fIfere Teraven

(8) ISR FATaR [PHRITR PR & IIgR TIT PR < Teh
SIS

PRINTT Al 3Tfor
(4) IR T cilcT Prebra HedTh RUT 8T JeTIcHD ACATCHD T
3Te.

Alchian 31U Demetsz (1972) IHT Hiftlh IcUTe, HATfgdt & 30T
anfdfer SRR - RERRIEY aER T Iures WY duTIel. U
(1975), TAT AT ALATETAR, IRT Fadel DI AT d1cd fshar
ST ST el STl T T 3MTed ST faehsiiepel gl BrRIgH U
UTST ST TRl (FEUNT,  STeF AT JTBRIEH 3TT8).
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YT (Criticismy):

T SN SAHHEY FaCATIT FegArear TCT T U6s 91 3REe,
TCT @R 3fTeb CIepT AT 3Tel. TCT Gfehdls JTegTcHe el AT,

afd AET ST ol MR HT TCT & Haig el FaIY AT
IETERUNe,  FTRRATEUUTRAT TEIdiaR JFdl Peiredl FeHieT JeTvd
e qiRqUT HfTefuTehs geter dheiTaee el dhetl eit JATe STfOT Aoy
STERAHTIAD GNP HISR Pell ATe. (e = 32T Sibell YraT 3
AT SR felel & AT Ui,  HRRITET fdhar Jereped Tepereh
i fbar gigrasmr BT oRY oo, WRg SiceT IasRE!
fehecTeiaret < ATCTaRUIC T J&eTos R, ShIed ATel.

Ao T AR I SR deeR Beell dedell dl Fehi
G WRERAST ATse 37e. TCT & FrMce fhar drarmfind
fdaR Pefl TR FeAfR THRHD GRUTMH 8ldiiel. TCT R Do
AU T BTvATUESIT aTee.

BNl ST AR AT <&el TCT &R ST et T GATRIT FRTHT GeemIaR
GEfaTE BT PHHI Pell Sl & SLUITT JAUIL 37Tel. ST AT Gfhars
BT B TCT o T & ReTm T Feflarerar FeafRerr aue a1;
3IfOr AEfATETOITT RToTel Sl (b aeiugep Torer) Aor wefremomrest
Ry Rercl a1 wRep e, e siffyaar Rerdlt St el ehier
RfIRATY IRTUART Tg<T %o Sl <ATos SaRIAT ey a9 rehall. fafre
aRRerciie faar fobar Aeeprd & wafc qebeTar JATfoT sprfer Tareff acie
3R] eTehel. Uep ereil/araeeern =eu fqamy fobar Fefrarequmeit gqwit &
STHIEcTcges JFTdT aci e e aRcdare] fedd Te.

feaTa & wfarefiy iff3daer e eier AFda SO QIaRRITe
YITADIT IRAIGR Pel STVl JMEH 318 3 AGCATIBHT IIERIIT
GateR NP Aed 6 . ST (1998) T HPRIHE fhaT STTTHIT
SR PR 3TOT SRAT YRRATE Bl DT FETDRD TDYGT 0T
IATAT a7 FeeRATiUd 3MOT TR AT IROATIT FHRAT A8, )
NS BRIST SuaTT et 317ee.

TCT @R eh & A& CIHTed] IR JRIIERT FReled] FagRI]
ol IRUIRAT UGS Uled 3RGedral Clebl RUATT 37Teil 37T,
FHIEBIT T GfchdTe el Bl TR faog Gargehd fefd=ToT Hrery
fEIMTABRUMR 3ATe, BRI 3eh YATER Fe&ITT HepRicl/ STl Ferr
TTRU/BR/ GR (hybrid governance form) et GI'IFHFWR@ faeam T
T TS Pl DI, SR TG FIER YT SIblell (J191R), 3T el
31107 Byofleg SAER, 30T HHR FaeR (HerfShT, FYeh IUhH) el

LYAU)



TR IIER AR & "HTT-3MHRA" (bell-shaped) AT IR0 34T,
3ATfOT STHHIOTT RIRTD/ nonstandard contracting 3R UHTR).

TCT o W bIPR FEUIS Tl Jeharai! /el (tautological) TRU.
SFORTT T STAT Bl Pl f[Ieoma TIeRAT G HoH T BRIifad
HRUGT SRR ST 3T red] JfchalaHed Tep fAfare =rq 3.
SFRA T Jfehdle Pl DT “BIARR (“ex-post”)  Jfhara FHI:
3TER, DA DT PIVKIE! fSelell IaT AT TETdl Hacs AP HRI
N Hor FISRIAT TR fhHrRIqeiR 3. SIcaT 8 del SIS Adhd
TEl, T iRhdTe el SIS bl Y faeMe o= & Ua g’ 3N
JATFOT SRR IT TWrafaR 3N A HRUMRY AT dSetci! STecl. SISl
T, T ST T S IR SR ATt ot 3rfEi 31me BIRu
AR AT PRUIATST ATIRUITT UMRT AT AT IR TGy
EEOR

ST AT TS el DI HTBRTET T PRIBRUME FHIDPROMTIT STeT
MO ISTAT AN ST AN, S Schaee /argendrear  dfergagut
TUreHfiST wh 3R, SN fdeuHaT HeAgd/MAING W (S Bl
aerEe ) J TIRMAARIRR  E9 (I Dl PR gt
Heer @) dos ot 3T NI, FIER WY -etel DIVIKEl W ey
HIIT TR,

Jact, TCT o WRI TRy TIT HrudTd RIIRG! HedTeed] Srepl dhotl
ST

HEHT ST SR M TATHD AT, TAY, TCT YD MR IHST0T
SURT FEU TG AT ST PR Al & Urch ST PRUATET YT bRal bl
HeeHIHS g™ 9T: T AT Purdm IRRRISdIasR drer fafdre
TPR TR el ST (I, fedm @ ). TCT & Jeacddsor ATIal
priemcrear gamel Fafer are. weuE, Aidid fAgaMed Ue U
I @0 U 3RIaHET, TCT dT dTUR $haed AT HeHT ¥
PRUITATST BT ST ATE! 3TTOT T S 1.

sy (Conclusion):

FIER Td G [hareadsR T i & SaHRRie IS Haw@yuf
fEPRAYUITATST AT FHTUI HewaraT STER/ITIT Sl 3L,

3T 3T FIsepy prad] T AT fFaeiar Wi HRugRITST
TCT < Jmgar M ome, =Nl Jaarmeee=ar I 10
(RerCT/eITo e a1 Hae. fhar, il g Fecears I, d o
PRATT AT BRI PR AR AT Fael, u_y, S=g<msl, TCT 8
"STJAITEATCHeT SISl HeARIUUT ATET TR HCRATHD RIGIAHE Ueb HiedarT
Se  o7fr URSHERUT ofe TSI GRcHe AR fIur Ao
I RIGICTeTT ST FeheredT oI+ TRTaR el 378"
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3T 3RY FARISI0T Rl T Ao s ey TCT o U1 TS 31Te
SATFOT 3TTUUT 3R UTEAT i FoR Hehe T ST G ISART I 31T - S
TATeH-, M-, SHdT-3MaTRG Faod/fFRIE - TCT darfud faRdTer
AT TT BRI S

¢.§. WRILT (Summary)

31T YR MYV ITARRICIT RIearar 31foT ST 3Ny
ORI Hed @,

C.9. U¥ (Questions)

1. IRITIGREIT JTR<IcdTeR Y foTar.

2. ARl Afers SMOT Jeia/SRyT WHieR/FieEv/Esar g
forer.

4. FITATIECIT STH-3MTETR FAGid quefiadR T8 a1
6. TTATACATIT FIER T FAGId TIT el
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