010

Jooootduoboogddooodd

01000030000000000000000000000DOOO00O00O0ODOD (DOODOOODODDOOO
o0o0o0o00O000o0O0O0D)000D00000DDODO0OD000000D0DODOD000D0D00O0OODODODODODOOOO
gbobobobooooooooooobobobboboboboooooooooobLDobDobOobOobOoDbo
0000000000000 0000DO0O000000O00000ODODODOODODODO000ODDODOO0O0OG) ODOO
0000000000000 DO0000O00 (CO0oL00DO000O0O0O0OLO0O0DLO00O0ODODODOOOUOODOO)D
(i) DDODO0D000DODOOO00O0O0O0ODOODO0O0O0 (DODODOOD0OD0DO0O0ODOODOOD0O0OOOOOODDOOOO
0000000000000 00O0000O0O0DO)D @) D000 00DLO00000000DO0O0OOUODLODO
ooooooooOoOoooOooOoob 110ooooooo0o0o 200000000 OO0O0ODODOOOOObDOO
obobboo 1200000000000 00O00O00DO0oOO0oOOoO0oOooODoOobODooDbOoDbOobOobOObOo
goooooooooooooooooooOooooooooOooboobooOoOooo 13000 1400000000000
ooo0oo000 130000000000000000O000O0O0 1400000000000000000O00O00OO

1.1 DoOOoOoooooo

111 OO

00000000000 (000000)00000000000000000000000000000000
000000000 (000000)0000000000000000000Y0000000000000000
0000000 10000000000000000000000000000000000000000 000
0000000000000000 000000 XCROOODX=[0,700000000000000000
00000000000000000000 x00000000000000000000000 b(z) 000000
000 b(-)02000000000b(0)=00000 x<Z0000 b(z)>00V(0)=+ood¥V(F)=00000
000 2>00000 %' (zx)<00000000200000000000000000000000000

00000000000000000000000000000000000 2000000000000000
000000000000000 (00D00)0 00006 ={6,0,}00<6,<6, 00000000000
00000000000000000000000 6 000000000000000000000000000
00060 6 000000000000000000000000000000000000000000000
00000000 6000000 p0000000000000000000000000000p 000000
0601-p0000000 6 00000000000000000000000O000O0O pO000O0O00
00000000000000

0000 ¢, 0000000000 200000000000000000 ¢(z)0000¢(x)=6z00000
0 ((=0,1)0000000000000000000000000000000000000000000000

) 0000D000000000000000000000000000000000000O0O0O0O0O0O0O0000000000 200000
goooooooooo



00000000<¢;000000000000000000000000000000000000000000
00 z>00000 cofz) <ei(z) 00 ¢y(z) <c(x) 0000000000000 6000000000000
00000000000000000000000000000 6000000 6,000000000000000
000000000000000000 wO0OOOOO0OO000000000000000000 20000 w
0000000 ¢, 000000000000

Ui(z,w) = w — ¢;(x)

0000000000000000 b(z)—wODO0D0D0000000000000000000
0000000000000000000000000000000D000000000000000 20000
000000000000000000000000000000000000000 z00000000000
00000000000z 0000000000000000000000000000000000000000
0000000000000000000000000000000000000000000000000000
0000000000000000 x00000000000000000000000000000000000
00000000000000000000D00000D00000000000000000000000 z00
0000000 w 000000000000 000000000000 wODOOOOOO00O0000000000
000000 wO00OOOOO0O00000000000000000000000000000 w 000000000
0000000000000000000000000000000000000000000000000000
0000000000000000
00000000000000D0000000D0000000000000000D0000000000000
0000000000000000000000000000000000000000000000000000
00000000000000M 000000000000000000000000000000000 (00
00000)000000000 meMOODOOOO0DO00O0 mO00000000000000000000
00000 000000000 MOO XxROOOOOOw(m)0OOOO00 mO000000000000
000000 u(m) = (8(m),p(m)) 0000000 mOOD000 §m)e X O0OODOO0O00D000D0000D0
000000000000 p(m)eROODOOO0O0O000O00000DO
000000000000000002000000000000000(@G) 00000000000000000
00000 MOOO0O0000 () 000000000000000000000000000000000000
u(-) = (6(-),p()) D0O0DD020000000000000 (M,x) 000000 (mechanism) 00000000
000000000000000000000
000000000000000000000000000000

1. bO0O00oo0ooOooooobOobobobobooboobogoDobDoboboboboooooobDooDOoDbOoDo
goboobboobooobobooboobboobooobooboooo
gboboooooooooobobobobooboooboboooobobobooboboboobooo
gobogbbooboobobooboooboobuoooboon
gboboooooooooobobobobooboobobobooboobobobobobobooboooo

000000000000 000000000000DO00D0D00DD0O00DO00D0DOODOO (take-
it-or-leave-it offer) 0000000000000 O0O0ODOOD0OO0ODOOOODOOOOODOODOUODOODODD 200
0000000000000 (00000000000 DO00DO0O0O0DO00O0DO0O0DOOODODOODDO
cooooooooooboOoooboooooboobocOoOoOOoO0OoOOOOobObOO0ObOOoOoOobObOOooOoOOoOoOooDooOa
0d000)o0oo0000000000O000DO0DO0DO0ODO0OO0DO0D0OUDOODO0DOOOD0ODOUDOOODOO
obooooooooooobooobbooooo0oooooooooOooooboooDoOooOooOOooobOOooooo
cobooooooooooocOoOooOooOoOoOoOoOoOoOoOoOoOoOCcOobOOOOO0OOOOOoDOODbObOObObOOOODbOOO
00000000000D (DODO00O0DOO0O0O00O00)D00O0D000ODO0ODODO0O0000D 300000000
cobooooooooooocOoOooOoOoOoOoOoOoOoOobocOoOOOoOobOOOOO0OOOObOOoObObOObObObOOODoOo



0000(z,w)=(0,0)0000000000O0O0ODO0O0OLO0ODOOOOOOOOOOOOODOOOOOODOOO
000 b0)000 —(0) D00D0DO0D0O0ODOO0ODOODOOOODOODOODODODODOODODOOODOOODO
00000 (reservation utility) 00O OO0

112 DODOOO0O0OODOOOOOOOD

00000000000000000000000000000000000000000000000000
0000000000000000000000000000000000000000000000000000
0oooo
000000000000000000000000000000000000000 ¢,0000000000
00000000 (z,w) 000000000{(«l’, wl®),(«!*,w/*)} 0000000000000 D0O0OD000
00000000000000000 (first-best) 00 0000000000000000000000000000
000 6, 0000000000000000000000000000000 b(x;)—c(z) 0000000000
00000000000000000

max b(xz;) — ¢i(x;) = bl(l’{b) =0,

@i
cobooooboooooOooooooooboooOoObo0oOoDOo0 w, OD000D0OCO0OOCOCOO0ODOOOOOO0OOOO
gboboooogboobd
wi—ci(@z =0 = w/’=02"

gboobobooboboobooobo xszDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDD
coboooobooooooooooboboOoobOboOooooOoOooOoOoOoOoOoOoCcO0O0ODOOoOobOOOoObOboOoOoDoOo
00000000Y0000000000000000000000000000000

gobooooooooooOoocoobOoOoOoOoOoOOoOoOoOoboOoOoDOOoOooon

7 = plb(af”) — o] + (1 = p)[b(a]") — Orar]"]
D000000000000000000000000000000000000
(2o, 1) = p[b(xo) — Oozo] + (1 — p)[b(z1) — O121]
M(z) = T(z}", @) = plb(x}") — Oox] + (1 — p)[b(x) — b1a]

M(zo,2;) 00000 6; 000 2, 0000000000000 0000000000000000000000
00000000000000000 () 00000 6 0000000000000000 6,000 2000
000000000000000000000000 (2" =0’ ) =" 000o00o00o0o00o0o0no
ooo

01.1000000000000000000000000D z000000000000000000000 2
0000000000000000000000000000000000000000000000000000
00000 600000 wi°000 AD BOODODOODOO 6, 00000 »w/°0 A+C0000000D0
oooo

113 0000

0000000000000 00000000000 (M,w) 00O00DO0DO0O0000000D00O0D000O0OO0
00000000000 o00o0o000000oo0o00000o0o0o0oo00O0O000g g, 000000000000
goood n DOooboooboogoboobbooboobbooboooboobbooboobboon
O0o0¢=0,10000 m;eMO0O0OOOOOOODOODOOODODODOOODODOODOUOOOODODODOODOODOO
o=(mg,m;) 0000000000000 0000O0DDOOO0 (strategy) 00DDODO

2) QD00 000000000000D0000D »/°000000000000000000000000000000000000

i

JoooooooooooooOoOO0OO0OO0OO0OO0OO0O0O0O0OO0000000O0O0O0000000000
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0l1o000000000

b' (x)
61
C
6o
A B
0 x o xlP X

00000 (M) 000000000000000000 o* = (m§, m?) O
Ui(6(m]), p(m7)) = Ui(6(m), p(m)), Vm € M,i=0,1 (1.1)

K2

oooo00b0e*000DOO0 (M, DODODOODOODODOOOODOOODOOOOO(IL)ODOODOODOODDOO
00 ¢; 00000000 m; O00000O0000D0O0OO0O0OO0DOOODOOO0DOOODOOODOOODOODOOOD
m:m;Dj#iDDDDDDDDDDDDDDDDDDDDDDDD

Ui(d(m7), p(m7)) = Ui(d(m7), p(m3)). (1.2)

ooo (1.2)000000000000 6, 000000000 ¢;0000000000000000O0O0OOOO0
gobooooogboboobo
gobobobooooooooooboboboboobooboooobooobobobobobobobobooobooobooon
00o000000000000000000000000000D00O00000O0000000000000000
gobobooooboooboooobobobobobobobobobobboboooobobobobOobobobo
0ooo00o0o0o0o00o0o0000 (bO0D00L00)MOODDODOODDOO0OO0ODOO0OO0ODODOODO0OODDOOO
goboobooooobooobooobooboboboboouooboboobooobobobobobooboooooboobOobOoDbo
00000000000Db000000000000000000000000000000DO
00000000000000000 (revelation principle) 000 000000%0000000000000
0000000000000 (direct revelation mechanism) 0 0000000000000 00OO00OOOODOOO
0000000000000 000D0000000DO000000DD0O00 (M=e)D00b0O000000o00o
000ooo00ooo0o0oooO0o0ooo0o0ooO0ooDbOoO00D 600 0000000 DOO0OOODDOOODOO
0000000 (0,vy) 0000000 vOOv ={(xo,wo),(z1,w1)} 000000000000 OO0DODOOO
000000000000 0oD 6, 000000000000 »; 0000000 w; 000000 O0ODOODODOO
000Y000000000000000000000000000 o= (6,,6;,) 000000000 (6; €©)00
00000000000000 ¢, 0000000 ¢;0000000000000000000000000000
gbobooooobooobooogon éiZHiDDDDDDDDDDDD éizej (1,j=0,100#j) 000000

3 00o0000o0o0oo0oooooo

900000000000000 60 6, 00000000000000000 (z0,woe) O (z1,w1) 0000000000000000
0000000000000000 (zo,wo) 0 (z1,w) 000000000000000000000000000000000000
0000000000000 0000000000000000000
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00o0o00o000O0O00O00000D00D0OOUDOO0DO (B,w)DOD0OUD vODUOOOLDLDODODODOD
ooooooooboooboooooo

0000 00000000 (Myp)ODOD (D00 p=(4,p)0000000000O00ODO0ODOO0O0O o* =
(m§,mi) 0000000000DO0O00DOO0O0OOOO0O0 vOOOODO

() 00000000000 D00000D000000 ¢=0,10000 6;=6,000000 (§,6,)00v 00
00000000000000000

(i) OO (b,6,) 0000 (M,n) D0000000000000000v = {(x0,wo),(z1,w;)} 0000000
0i=0100000000000 6000000000000 ;,=46(m}) 0000000 w; = p(m})
ooooooo

(00) v={(xo,wo),(x1,w;)} 00000000000

x; =o(m}), w; = p(m}), i=0,1

000 (1.2) 00

Ui(zi, wi) = Us(6(m7), p(m7)) = Us(6(m}), p(m3)) = U(zj,wy), J#1
000000000000000000000000000 »O000000000000 6;0000000000
¢ 0000000000000000000 0 ¢=0,10000 §;=6,0000000()0000000000
000 ¢=0,10000000 ¢,0000000000000000000 »0000000000000 6;00
00 (x5,w) = (8(m),p(m:)) 0000000000 (i) 000000Q

goboooobooboobobobooboooboobboobboobbobbooboobLbboobbobbOoo
gbobooooooobooooboboboobooobooboooooobobobobooooooboDoboDOobOoDbo
0000000000000 oOoDoooOoooooooooooo {(xo,wo), (x1,wr)} 000000 DOOODDOO
0000000000000 00b000D00LODO000DDODO000DODOD0O0 v={(x,w)} 0000000
gbooboooooo

114 OO

goboooooooooooooooooooooOoboOoOoOooOOoOoOoOobOOOoOoOoOOOOoOoOoboOboOoOoooa

oo (p)
max p[b(zo) — wo] + (1 = p)[b(z1) — wi] (1.3)
subject to
wo — Bozg > 0 (pco)
wy — b1z >0 (pe1)
wo — Bgzg > w1 — Oy (ico)
wy — 0121 > wo — 129 (icq)

0000 (1.3) 0000000000000 000 (peo) 000 (pep) DOOOODDOODOODODOOOODOO
D00000D00000000000000000000 (participation constraints) 000000000000
goboobooooobooobooobooboboboboouooboboobooobobobobobooboobooboboboOoDbo
0000o00000000000000000000 ¢, 000000000000000000000000O00
000000000000 (i) 00O (ic;) DODOO0ODODODODOODOOODOODODOODOOODOODDOO
ooooooboooooooooooo (incentivecompatibilityconstraints)DDDDDD6)DDDDDDDDDD

50000000 (individual rationality constraints) 0000000000000
6 000000 (self-selection constraints) 000000000 (truth-telling constraints) 0000000000000
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0000D000000000000000000000000000000000000000000000000
00000000000000000000000

00 (p) 000000000000 00D0000000000000000000000000000000000
0000000000000000000000000000000000000 1.10 «’0«/°00000000
00000 ¢, 0000000000000000000000000000000000000000000000
0z'0000000000000 wi®=A4+B0O000D0 (z’)=6p2l’ DODDODOODDOD 60000
00D00D000000000000000 6,00000000000000 2/°000000 ¢(2") =6z!" =4
0000000 w/’=A4+C00000000000000 C>0000000000000000000000
00000000000 ¢ 0000000000000000000000000000 (p)000000000
00000000000D000000D000000000000000000000000000000000000
00 (p) 000000000D00D00000000D000000D000D0 (second-best) 000000000
0000000000000000000000000000000000000000000000000000
0000D00D00000000D000000000000000000
0000100000000000000000 2 >2 00000
(00)000D000 (ic) 000 (ic;) OO

01(zo — 1) > wo — w1 > Op(xo — 21).

00000000 6, >6, 000z >2, 00000000000000Q

0000 20000 (pe;) 000 (i) 00000000000 600000 (pey) 0000 (000000 (peo)
0oo00oo0)o

(00) D000 (ice) 000 (pey) DOD

wo — oo > w1 — Opz1 > w1 — Oz > 0.

000 (peo) 0000000 E

000030000 ¢ 0000000 (i) DODODUODDODOUDODODOOUOD

(DI:I)I:IDI:II:II:ID (ico)DDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDD (pCO)DDDD
goooogooa

0 = wg — Opzg > w1 — g1 > w1 — O121.

oooood 6, 00unoon (pcl)DDDDDDDDDDD (pco)DDDDDDDDDDDDDDDDDDDDDD
00 (peo) OOD (ico) DO0DODUO0D wo OUODDODOUODODODODOOODDUOOUOODODOUDODODODO
00 (pc;) DO0ODODOOODOD (i) DOOD0ODOODODOOD (i) DDODODDOOODODOOODODOO
00 wo OO ODOODOOO0DDO0DDODO0ODD0OD0OD0D0ODO0O0O0000 woOODODODODOOOODOODDOODODOODO
oo (ico)D[ll:ll:lDDDDDDDDDDDDDDDDDDDD@

000040000000 xo>2 00000000 (ice) 000DO0DDDODOOOODOODO ¢, 0000000
(i) 0DOODOO

(00) 000 (i) 000000000000

01(xo —x1) — (wo —wr) = O1(xo — 1) — Oo(T0 — 21).-

dooooo 6, >6 0000000000000 (icﬂl:ll:l[ll:l[l[ll:l@

0000 00000000 1400004000000000300000000000000000000O0000

wy > 0121 (pch)
wo = wy + bp(xo — 1) (icp)
Ty > T (m)

goo00o0ogoo 300oooooooooobooog (pc'l)DDDDDDDDDDDDDDDDDDDDD
wy = b1, (pcf)

wo = Opzg + AbBzq. (106’)

000 A@=6, -6, 00000 (pc) 000 (ic)) 00000 (1.3) 0000000000000000
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oo (®)
max p[b(zg) — boxog — Abz1] + (1 — p)[b(x1) — b121] (1.4)

T0,21
subject to (m).
gobood
000060000 (m)DOOOUOODO (p)ODODUOLDODODODODDOOUODODOODODOOW)ODOD
0000000O0O00D00000 (14 0000000000000 DO0O0 (V(O0)=+4+cc000 ¥ (T)=0)000
0000 X 0OODODO000O00 (2f,2)) 0000000000
b (x) = 6o, (1.5)
b'(q:f)z@l—i—%AG, (1.6)

000000000000 (wi,w) 00 (pe)) 000 (ic)) O zo=a30z; =2} 00000000000000
ooo

0000 MO00000 (m)000000000000000(L.6)0(1.5)00000 6 > 6, 000V (z3) < b/ (23)0
00000 b(-) 00000000 ¢ >2; 000000000000000000000

s (0000 00O0O0OO0O0OODOODOOOOODOOOUOODOODOODOOODOOOOUO1D0O0 (L5 DODoDOo
06 0000000000000 000DOO0O0O0ODDOOO0O0OODO (mézxgb)DD(l.ﬁ)DDDDDD 01
00000000000 (0)0O0DOU000O0OD0OOLO0OLOODDOOOOD (:c}‘<x{b)DDDDEIDEIDEIEIDD
gbobooooooobooooboboooboobbooboUoboooDobDobobobobooooooooDoOo 200
000000D000000D000000(pe!) 000 (icf) 00D

wy — Ooxly = Afzx], (1.7)

wi — 0127 =0, (1.8)

000000000 ¢o 0000000000000 000000oo00o0D000o0o0o0g 000 Dn0oooag
0000000000000 000000 0000000000000 00DO00DO0O0DO00OO0OODOOO
0000000000 0000000000000 000000000d00D0DOoo0oO0ooooooOooOoonog
0000 6 0000000000000 000D000 (informationrent) 000000000000 OODOO(L.7)
00 A6z 00O0O0D0OOOOO0O

00000000000o0000o0000o000oooo0 1.100000 6y O w(’;b:A—i—BDDDDD
wo=A+B4+CO000000000000000000OO0OO0OO fpOOOOOOOOOOOUOOUOOOOO
oo wo—eoxgbzcDDDDDDDDDDDDDDDDDDDDDD ¢ 0000000000000 0O0O0oO
dodooooobooooobobooooooooooboooooooooboooooooooOoooooooooo
0000000000000 000000 1200000000 ¢, 00000000000 x{bDD 1000a0o
O00000000o00o0oooooooooon 00000 b'(x{b)—gl 00000 (DObooOooooooo
00)000000000D000O0 6 00D0U0O0D0U0O0U0D0OOUDDO0OD AP=6—-6, 00000000
ogoood (DDDDDD)DDDDDDDDDDDDD 1-p000000000D0000 pOOODOODOOODOO
dddddooooooooooooooooo

(1 =p)(¥/(z1) — 1) = pAO
000000000 = 00000000O0O0OOO0DOOOO0ODOOOODOOOODOD (16 00O0DODODOODO
000000 00ooo0oooooooon I*xooooo
" = plb(ag”) — ozl — Abxi] + (1 - p)[b(a7) — b127]
= II(z7) — pAfOx]

dooooooooobboboobbobooboooooo Hfb:H(:c{b)DDDDDD2DDDDDDDDDDDDDD
000000000 100000 ¢, 00000000000000000 20000 000000000000
0 Ay O0O0OO0OODOOOOODOOO
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0l1200000000000000000C

b' (%)
6
C
6o
A B
0 —xP P X

00000000oooooodn 6000 pOO0O0O0O0O0OO0OI* 0 pO0O00OO0OOOODOOOOOO

dir _ oI, O dr;
dp dp ~ Ox7 Op
00000 [b(x]’) - Boxl’ — Abzt] — [b(z}) —612] 00OODODDDDDDDOOOOOOOOOOOOOOOO
000000000000 2000000d2}/dp0 (1.6) 000000002 000 (1.4) 0000000000
oo 8H*/8J)’1‘ZO|:||:|D|:|pDDDDDDDDDDDDDDDDDDDDDDDDDDDDDD (DDDDDDD
0000000000) 0000000000 2000000000 (1.6) 000 230 pOOOLOOODOOOY
000000000 g 0000oooooooooo

» 000 ¢, 0000000000 DO0O000O00O0O000000000000000000000000000
0000000000000000000000000 6, 00000000000000000000000000
000000 plb(z) —we) 000000000 (1.3)0 23 =w, =000000000000000000000
000000D0000D0000 ¢, 000000000000000 ¢,0000000000000000000
000000000000000000000 6 00000000000000000000 (ze,w) 00000
wo— 0oz >0000000000000000 (ico) 000000000000 00D0D00000 §00000
00000000000000000000000000000 (z0,w) = («)°,wl’) D0ODDODDOOODOOO
0000 6, 00000 60000000000000000 wl® -6’ =-A8z{’ <ooDODDODOODDOO
000000000

0000000000000000 6,00000000000000 (24, w!?) 0000 (p) O (21,w:) = (0,0)
0000000000 00000D000000000000000000 (p) 000 (1.6) 000 (1.8) OO
(z¥,w?)#(0,0)000000000000000000000000000000000000D00000000
0000000000

m(J00 0110000000000000000D (DOODOO0ODOODOO0)ODOOODO0OO0 20000000
gboboooooooooobobobobobobon

1. bO0O00oo0ooOooooobOobobobobooboobogoDobDoboboboboooooobDooDOoDbOoDo
gboboooooobooooboobo

2. boOooOOobOobOoOooooobOUobOUobDUObUObOUbUoobObOoOoDUoDOobDOobODOobOO0obUObUobobooo
oogd
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3. 0000000000000 D00O0DLO0O0DOUO0OO0DO0OO00DOUO0ODOUOUODOD (DOo)ODOD
gooooooobooooboooooooooooooboooooooooooooooo

4. 000OO0O0O0OO0OO0O0O0O0O000000000000000000000000O000O0O00O0O0O0O0O00O0O0~0
ooooooooog

goboooooooooocoobOoOo0oOoOoOoOoOoOoOobocO0O0ODbOO0OObOOOOOObCOObOOOnOnO

12 ODOO0DOO

121 OO0OO0OOO0OOODOOODOOOD

o0obo0oo0oooooO0oOo0oO0boOo0oO0oO0oOo0O0oO0oOooOoO0oOO0oDOoO0OOooOOOOOoOoOoOoOoOno
gobooboooooboooooobobobobooboobobooboobobobobobooboooobobOobOoDbo
0000000000000 00D0000 (b0D000)0 eUUDUODDODD PLDODODDODODOOODO
0000000000000 0000D0000 yOOOoooO (allocation) 00000DODO0DOOODODOODOOOOOO
0000000000000 000000000000D0DO00000000D00000 y=(z,w) 00000
ooo0O0oooo 0000000000000 0000O00OwOOOO0OOOOOOODOODOOOOOOGOOO
0000000000000 YOOOoOoOooooooooooooooooooooooooooo U(y,0) 00
0V, 6)0oOoooooo

goboooboooobgooooooboobooboobobooboobooboobboboboboobooon
(00D0000)MOOO0O0O0O0 p:M—-Y OOOOOOOOO0O070

goooboobobobobooooobooooooobooobobobobobobobobobobobobobooooobooo
goboboooooooooooooboobobobobobobobobobobobobobobobobobDbo
00000D00D000000O00 (game with incomplete information) 00 0000000000000 0OOO
0000000000000 00000D0ODO000D (game with imperfect information) 0000000000
odooooooOooOo0oOooo0ooOobOo0o0ooo0oOo0oooOO0oO0ooOoOO0OO0OO0oOO0OO0O0OoO0bO0oOO0n
0000000000000 00000DO00000DOD0000000DO0O0000D p()0OO00D0O0DDOOOOO
od0oooo0o0oOo0ooO0oOoooO0bO0o0oOoO0bOO0o0OO0oOO0O0OO0OO0Oo0OOo0OO0OOOO0bO0O0n
000000000 (common knowledge) 0000000000000 D0ODDO0O0O00DODOOO0O0OOODOD(Y)
gbooooooboboboobobooboononooboooboobobooooobooboboooboboobooDbo
0000000000000 000o00ob00000o0oO0Imoo0o00000000000000000080
00000000000 (0000000000000 000000000000)000000000000

0000000000000 0000D0000D00000000D0O00DDO00DDO00D00 (M, 00O
O00000r:©—-MO000D0000000®0000 o) D0D0D0O0O0OD AOOOODDDODOODOOOD
000000ooo00o0ooooo (M,pw) 000 ¢ 000000 130000000000000000000
odooooOo0oO0oboOo0oO0oo0oO0oOo0ooOO0oO0oooO0bO0oOO0O0OOOO0OO0OOO0OOO0OOOOO0n
e00YOOoOooooOoOoOooooOoOoOoUooOOOO0O0D0DOOOOODOO0D0DDODOODOOODODOODOOOODOO
gdooooooooO0oOo0oO0o0ooO0oO0o00 MOO Y OOOOOOODOOOOOOOOO p0OO0C0OOO0O
00 (M,n) 0000000000000 0O0O0O00O0 e0OO0OOOOO

0oooooooo00D e*0000000DDOD (M,w) O0ODDOOO0OODO0O0ODOOODDOOOODODOOO

Uu(o™(0)),0) = U(u(m),0), Vm e M,v0 € © (1.9)

7 000000000000000000000000000000000000000000O000O0O0OOODOOOOOOOO000O
gooooooooooooboOoOoOOOOOOOOOO0OOO0OO0OO0OO0OO0OO0O0000O0000O0OOOOOOOOOOOOO
8) 000000000000 00000D000000D0D0000000000000000000000000000000000000
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coooooooon

o*(0) € arg max U(p(m),0), V0 <O

0000000000000 000D f0D00O00e*(Y) D000 DDLDO0ODO0OODDOOOODDOODOODDOOOO
oogo

01300000000

ooooooooooooooooooooobooo1ir30ooo0oboo0oooooooooboooOooooooon

go0o0o0oob0o00ooO000DObO00O0O000O000DO000D0000ODO00DDOOD (B,v) D vOODOOOO
l4000000C0000O00ODOOOOODOOOOOOCO

014000000000000

O ——mY

N

©

oo 11 (D0D0oo0)0O0O0O0O0ODOOO (M,w) OODDODODOOODODOODOOOOD e*0D00DDO0O0O0ODDOOO
obobooooooog vDOODOOO
(i)

gooooooooooboooooo

(i)

(o0)

0000000000000 000DOD0OD0O000b0O0OD0 fe®ODOD o) =0000000 cOOvOD

(M,;)00000000000000000 ¢0000000000000 900000 v(o(d)) = pu(o*(0))0
(190000000 Ae®OO00D

U(u(o™(0)),0) = U(u(o™(6")),0), 0’ €©.

00000 »(-) 00000 #eO©O0000 v(d)=wu(e*(@) 0000000000

Uw(9),0) > Uw(®),0), Vo €o.

000000000000 ¢(@)=00000000000000000000000 v(a(d)) = ()
O000G) 000000 ©

= u(o™(6))

00000000000000006 = {6y,0,,0:} 000 M= {me,m} 0000000 (M,u) 00000
0oo0oooooog e 000ooooooooog

0*(90):m0, 0*(91):m1, and J*(eg):mo.
oobooobobobobooobobooboooboboobboooboog

U(u(mo), 00) = U(u(ma), o)
U(p(ma),01) > U(u(mg),01)

U(p(mo), 02) > U(p(m1), 02)
0000000000000 v 0O v() =p(e*(F) 0000000000
v(0o) = p(mo), v(61) = p(my), and v(62) = p(mo)
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0000« 00000000000DO000O00ODO00DO00DOO0O0OO0ODO0O0ODO0ObOOO0OO0OODOO
oooooooboooobooboooboooog
oobooooobooOooooobocoobOOo0oOoOoOoOoOobOOobcO0O0OOOoO0O0oOOO0ObObObCObOObOOODObOOODO
ooooboooooooooooooooboboooooboobooOoooDbooooooooooooDoDOoOoooDoOoboOoooon
00000 (incentive compatible) 00 0000000000000 O0OODOOOOOOOOOODOOOOODOO
coooooooooooboooooOooboOoOoOOoOoboOoOoOOOOoOObOOO0ObOOOObOOOoOooODO
goboooobooooooooooboooooboooooooooooboooboboooboooooboOoooDboooDo
coboooooooooboOoooooooboobocOoOoOoOoO0OoOOOoOobObOO0OobObOoOoOobObOOoOoOoOoOoOoOooDooOa
oooooooooooboooooooooboooobooooobOooobbOOoobbOooobOooooDoOOoooDoDO
coboooooooooboOoooooooboobocOoOoOoOoO0OoOOOoOobObOO0OobObOoOoOobObOOoOoOoOoOoOoOooDooOa
oooooooooooboooooooooboooobooooobOooobbOOoobbOooobOooooDoOOoooDoDO
ooooooooboooooboooooooooooooboooooooooOobo0ooDbDboOooboOoooooOobOoo

122 O00O0O0ODOO

gooooobooOoooOopbpOoOoOoooOoooOooUooo0ooboOoOoOooOO 11DoooboUoOoDboOooo
0000000000000 00 wyOOODODODODO0D0ODO0D0D0ODDOO000000DD0D000D00O0 zeX CROO
0000000000000 00000D0D weROODODODDOOODODODOODOODOO y=(z,w)OODODOODO
000 «0000000000000000000000O0O0 X0OOooooooooooooooooo

000 10000000000000 U(y,/H)DO00D000DODO0O0DOD V(y, ) ODOOODOOODOODOO0ODOO
gbooboog

oo 1.1

U=u(z,0)+w
V=uv(z,0) —w

000 «()0v()0 2 0000200000000

goooobboobooboooboobobooboobboobooboooboobbooboobbOooOon

00000000000 (bOD0O0O0OO0O0O0O00D0DO0O0O0D)D0DO0DD0ODOODOODODOODODOOOO

go S(x,@)zu(x,@)—l—v(x,@)DDDDDDDDDDDDDDDDDDDDDDDDUDDDDDDDDDD
gbooboboooooobooboobobobg

00000 O0000000000000000000000000000000000000000000000
000000000000D00009000000000z00000000000¢t=-w0000000
000000U =u(x,0)—t0V =t—c¢(z) 0000D00c¢(z) 00000000000

0000 01.10000000000000000000000000 (0000)000000000000000
0 (000000)000200000000000w00000000000000000U =w—¢(z,6)0
V=v(z0)-wl000000000000000 ¢00000000000000000000000 1.1
000 e(z,0) =020v(z,0) =b(z) 00000 00000000000 00000O0O0ODOOO00O0OG
000000000000000000000000

00 0OO00D0D0000D00000OD000000000O0000000000 ¢0000000000000«z00
000000wOO00000D000D00000000000000U =w—c¢(2,00V =v(z)—w+al O
00000000000000000000000v-w 0000000 000000000000000
0oooo0o0oooo

0000 00000000000000000000000¢00000000000x00000000000¢
000000000000000U =wu(2,0)—t000000000000000000000000000
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0000000000000000000000000000000000000000000000000
0000000000000000000000000000000000000000000000000
000 100000000000000000000000000000V =FE,[U]000000

0000 00000000D000000000000000000000000000000000000000
00000000000000000400000000000000000000000000000000
000000000000000000000 /000000000000000000000000000
0000000000000000000000000 ADDDOOOOODOOOO000000 200
0000 w0000000000000000000000 a=I-A-2z4+w0000000000000
n=I-2x000000000000 U=20za)+(1-0)n)000000000 2(-)000000000
00 (000000)00000000000000000000000000 V=2—6w00000000

00000000000000000000000D00000 (0000)00000000000000000
0000000000000000000000000000000000000000000000000000
00000000000 y(-) = (z(),w()) 0000«z(-) 000000D0w()0000000000000000

00000000000000000000000 #e® 0000 S(2,) 000000 ¢+ 000000000
000000000000000000000000000000000«/%()0000008(«,6)0 x0000
000000000000000000000000000000000000000000000000

Sp(z,0) =0 = z=2120), V9ecO

gobooobobobobooboooboobbooboboobooobuooboobo
u(@z’0),0)+w=U = w=w"0)=U—u@),0)

gooooboboooooobooon x(-)l:ll:lDDl:I w(-)DDDDDDDDDDDDDDDDDDDDD x()D
0000000000000 0000000000000000000000000D00000DoDooOooooUoon
ooooooooogo

02000000000000000000000000000O0O0000000O0O0O00O0O0OOOOO Spence-
Mirrlees 000000 (Spence-Mirrlees single crossing property) ooooooooo9o

00 1.2 (SCP)w, 0 #000000000000 z€ X06,0/ €e©0000060>6 = uy(x,0) > uy(z,0)0

Of00o0o0o00o0o0oo00o000b00oo0ob00ob000bOoo0 1500000000000 x0000 wOODOO
g0ooo0ooooooooooooooooooooooon
dw U,

_— = —-— = —U,x
dx |U:const Uw

oooo(SCP)00D ¢0OOOUOO0DOOOODODDOOOODOOOD AODODOOOD PODOOOODDOOO
000000¢ <0000 00000OD ¢ 000000000 100000000000000000000O0
Ol200000000000000D00

0000000000000 00 U=uw(z,d)—t=02x—¢t000000000000A>00000 00000
000D 10000000000000000000000u,(z,d)=00000000 (SCP)DOO0OODDOOO
000w, 0 0000000 D0O0DOO0O0O0OOOO0OOD ¢0000DO0OO0OODDOOOOODDOOODOOOOO
0000000000000 0 U=2/0—t00000000000000O0ODO0O0OOLODOOODOOUOODOOODO
0000000002 0000006000 DO0O0DOOODOO0O0 (DODODODODOODODOODOOODOO
0)0D0D00000000 w,=6"'00000wu, 0 §0000000000000000 (SCP)O0O0ODOOO
000000000000000000 (0000)0000000000000000000000000000
coooooooood

gobooooooooooooobooooboooboboooobooooooboooDbDoOoooDOoboOoo

Q)DDDDDDu(-)D (z,0) DDODODOOODOO (strict increasing differences) 0000000000000 (OO0 A20000
000)0ooo0o0o0ooooooooooo
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01500000000 (0>6)

00 1.3 «0 0000000000000 z€ X060, €c0©000006 >0 = u(x,) > u(z,§)0

0000000000000 0000O00O00DO0U0000O0U00D0DO0O0DUDO0O0OD0O0Ou(z,0)=02000
0000000000000 w(z,d)=2z/00000 «0 AO00D0O0O0O0DODOOOOOODODOOOOOODOOOO
0f#=6"'000000000w000w,0600000000000000000000000O0OOOOOO
1.201.300000000000000

011000000« 000 w, O0000D0OO0O0O00OO00ODOOO00O0O00DOO0OOO0ODOO0ODOODO
goooooooobo120130000000000000000000O00O0DOOODODOODOOOOOOOODO

oo0oooo200000000000000000O00DOOO0O0OOO eOODOODOOODO VOOODO
coooocooobooooboooOobooOoOoOooOoboOoOoDbOOOOobOOoOoOoOooOobcOoOoDon

13 00000000000 ooog

000000000000 e 000OULOUDODOOB® ={by,...,0y} 000000O0ODO 110000 N=1
ooooogooooooooooo 11gooooooo0 N+1000000000o0ooooooogoogoooo
00000 ¢, 0000006 <---<fy 0000000000000 OO0O0O0OOOOOO 6, 000000 p;
gcoooogooooo ¢=0,...,NOOODO p,>0000000000000000C000O0DOO0DODOOO
00000000000 /000000000000 000 ¢0000 Fi:Pr{HSGi}:Z;:OijDDDDD
Fy=1000000000000000

goooooboooooooooooboooooooboooboboooOooD 1001310000000 0DbOODO
oooooooooooooooooooooboooOoooboO00ooooobooobo 13200000000000000A0
ooooooooobooobooooboooboooooooooooo

131 OO0OODOOOOODOODbOoOooOO

goooooood y(-)DDDDDDDDDDDDDDDDDDDDDDD
u(z(0),0) +w() > u(x(6'),0) +w(@), V6,0 €O. (IC)
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000 U@)9) =u(z(?),0)+w(@) 000000000000000000 00000000000¢ 0000
0000000000000000000000000000 UMW) =U(@e) 000000000 (IC) O

U®) > U@'0), V0,0 €O (1C")

oooooo
0000000000000 o0o00o000o0oo0o0o0n 6, 0000000000000 oooOoOoan
yi:(xi,wi)DDDDD (iZO,...,N)DDDDDDDDDDD
U(Gi):u(xi,Qi)—i—wiZu(xj,Qi)—kwj:U(iji), i,jIO,...,N (ICN)
Ooo0ooooooooobooooooooooooon y:(yo,...,yN)Elfl::(mo,...,mN)Elw:(wo,...,wN)
god0oooooooboooobooon

0000 1.3000000000000000000000000000000000000000000000
ooootong

00 1.1 000000000 y=(z,w) 0000000 (ICy) 00000000000 i=1,...,NOODOO
U;)>U(0;,_,) 000000

(00) (ICy) 00000 1.30000U(6;) > U(0;-116;) > U(0i—1)0
00 (SCP) 00000000000 DOOODOONOOODOODO0
00 1.2 000000000 y=(z,w) 0000000 (ICy) 000000000000 00O00O0O00OO0O

goobooobogboboon

(6;110,), Vi>1 (LICD)

U6:)>U
) > U(0i1]6:), Vi< N-—1 (LICU)

>
U, >

(D0) DOOO0OOO0ODOO (ICy)0DDO0O0O0D000O0DODO0ODO0O0OO0 (LICD)0O0OO (LICU)00DODOOO
oboboooood
00000000 0O0ooDO(LICD) D00 (LICU)D0DO00D00OODO0o0ooDoDOo

U;) —U(0;—110;) > 0>U(0;]0;—1) = U(#;—1), i=1,...,N
gooouoooooo
u(x;, 0;) — u(xi—1,0;) > u(wi,0;-1) —u(xi—1,0,-1), i=1,...,N.
obobooooooogo

/1 [0 (2,05) — wa (@, 0s_dz >0, i=1,... N

000000oD (SCP)D000O0DO zp<---<zy0000DOO0DODOOOD

O00(ICy) 0000000000 UDO0OD0OLOOU0O0OD0OLUOLD N=1000O00OO0O0O0D (LICD)OOO
(LICU) 000000000 N=MUOOOOOOUOOODOOUOODOOUODODDOON=M+4+100000D00ODO
cooooooobooooboooooboooboo

U,(.L“M+1,9M+1)+UJM+1 Zu(xi,HMH)—I—wi, 1=0,..., M, (1.10)
u(x“bh)—i—wz Zu(xMH,Gi)—i—wMH, 1=0,..., M, (1.11)

00020000000000000000000DO (1.10)0D0D000OD00O(111)0DDODO0ODOUOODODO(LICD)

ggog
w(Tars1, Onr1) — w(@nr, Onrg1) > Wy — War41-

10 0po0000w0 ¢O000000000000000000000000000000 110000 U(%;)<U(B;—1)000000



cooooooooooooooon

U(IEM,QM)—U({EZ‘,QM)ZIUZ‘—U)M, Vng—l

coooooooood

W@y, Ovg1) — w(@ar, Onr1) + w(@ar, Onr) — w(wi, Oar) > wi —wpr1, ©=0,...

00 (SCP) 0000 ay >a; (i=0,...,M—1)000
w(zar, Onar) — ulxs, Opr) < w(xnr, Oprg1) — w(wi, Oprg1)-
DooOoo (1.12) 00
w1, Onvg1) — w(wi, Oprg1) > wi —wpp41, 1=0,...,M

0000(1.10) 000000 ©)
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.M. (1.12)

00 1.200000000000000 (ICy)00000000000(LICD) 000 (LICU) 00000000
000D00000000000000000000000000000000000000000000000000
0000000000000 0000000000000000000000000000 (LICD) 000 (LICU)
00000000000000000 1.60000000000000000000000000000000000
00 ¢, 00000 ¢, 000000 (z,w) 000000000000000000 64, 00000000000
;41 000000000000 6,4, 000000 (2441, w;41) 00000000000000000 6; 0 (24, w;)
0 (241, wis1) 000 (00000)0000000 (z41,w;41) 0 6; 00000000000000000000
0000 641 0 (zigy1,wip1) O (#5,w;) 0000000000 (241, wi41) 0 64, 0000000000000
000000000000000000000000000000 #<wz4, 00000000000000

Ole 000000000

6; Bi+1

Wi

0000000000000 120000000000000000

011 000000000 y=(z,w) 0000000 (ICy)000D0D0DOO 2op<---<2y000000

132 OO0O0OO0O0O0OODOOO

o0 l200000000000O00000O00ODODODOD
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oo (Pw)
N
i[5 (i, 0:) — U (0 1.13
%ygyﬂ(w ) = U (#:)] (1.13)
subject to (LICD)O (LICU)O and
Uu,)>U, i=0,...,N (PCy)

000U (Py)D0OD0ODOOO0UDOODOUOLDODOODUODODOUOOOOODDOODODO (PCy)ODODODOO 69O
goooooopOoOoOoOoOoOoooOOODO 11000000 114000000 200000000 20020000
0000o0o0oo0oooOoo (LICU)00U0DL00LOU00LO0O0L00DO0U0D00DO0DO00DOUOODOODOOOODO
011400000040 (DD)0DOOOODO

00 1.2 00D0OUO0 yOOO0OOOOOODOD (Py)0DODOOLOOODOODODOOODOOyOODOODODOOOOO
cooooooooboooo

00 (Py)

N
mﬁpri[S(xi, 0;) — U(6;)] (1.14)
i=0

subject to (LICD)0 U(6y) > UO and
o < --- <N (My)

(00) 000 (=)001.100000
000 («)0000000000 (Py) 000 (PCy)00000000U(6)>T 00000 1.1000000
DDDDDDDDDDDDDDDDDDDDDDDDDDDDD(LICU)DDDDDDDDDDDDDDDDDDD
200000000
DDDDlDDDDDDDD(P'N)DDD(LICD)DDDDDDDDDDDDDDDDDDDDDDDD y:(ar;,w)
00000 +«0000 u(xg,0;) +w; >u(r;—1,6;) +w;-1 0000000000 e>0000000000000
doooooooo

u(zi, 0;) +w; — e > u(wi—1,0;) + wi—1
DDDDDDDDDDD(m,’w')DDDDDDDDDDD

wgz{w“ ik =0,...i—1

wg —e, ifk=id....N
DDDDDDDDDDDDDDDD(P/N)|:|[l[lDD[ll:ll:l[lDDDDDDDDDDDDDDDDDDDDDDDD
DDDDDDDDDDDDDDDDDDDDDDDDDDD(:I},w)DDDDDDDDDDDDDDDDDD(Q},U})
D(P&)DDDDDDDDDDDDDDDD(LICD)DDDDDDDDDDDDDDDDDDD
0000200000000 (Py) 000 (LICU) 000000000000 000D00O0O0 100000000
000000 (@,w) O
w(zi, 0;) —u(wi1,0;) = wi—y —w;, i=1,...,N
00000000 (My)0ODO (SCP) 0000
w(zwi, 0;) — u(wi—1,0;) > u(x;, 0;-1) —u(ri—1,0;—1), i=1,...,N.

oo0ooaoo
w(zi, 0i-1) —uw(wiz1,0i-1) <w;—1 —w;, i=1,...,N.

000 (LICU) 0000000

gobooooooboooooooooobbobboooobbooobb oo boooLob oo
000000000000 000ob000df 2000 wOODOz; OO0DO0OCDw; ODODOOODO ¢
ooo U, =U0;) =u(x,0;)+w; 000000000000 D0O00ODO0ODOODOODOODOOOO =0
U=U,,....Uy) 00000000DO0ODOOOO
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oo (PR)

N
i[S (i, 0;) — U; 1.15
g%;;p[@ ) — Uil (1.15)

subject to (My)0 Uy > UO and
Ui —=Ui—1 > u(xi—1,0;) —u(ri—1,0i-1), i=1,...,N (LICD')

0000000 (My)0ODOOODOO0OOODOO0OOODODOODOOOOODOODOODOODOOOODODOOODOOODO
coocoooboooooobOoO0ooUOooUoboOoDbDOobbOoOoOoOoO0oDbOobDO00OODbOUOO s DO0DOOb0UObOoDO
(LICD) DooOoooooo o N (i=1,...,N)0oDO0OO Uy>U 0000000000000 NDODODOOo
obobooooon

N
L= pi[S(zi,0;) — U] + Xo[Uo — U]
=0
N
+ Z NilUi = Uiz1 —u(ziz1,6;) + u(zi—1,0i-1)]

i=1
ooogouéi=0,...,NOOOO 9L/0x; =0000 OL/OU; =00000000000O000O0ODO0O0ODOOO
ooo

pin(xi,Gi) = )\i+1[u$($i,9i+1) — ux(xi,t%)], 1= 0, .. .,N -1 (1.16)
pNSz(zN,0Nn) =0 (1.17)
i+ A —A41=0, 2=0,...,N—1 (1.18)
—pN+ Ay =0 (1.19)
oooooooo
N
A= pj=1-F_1>0 i=0,..N. (1.20)

=i
(000 F,=00000000)00000000000000000000D0000000000000000
00000000000000 (1.20000000000000000000000000000000000000
ooooQ

0000000000 0000000000 (My) 0OOO0OOO0OO00O000000000000000000
Doooooooooto

1-F
Di
(1.16) 000 (1.20) 000000 2, 00000000000 ®,(xy,60;) = 0®/0xs(2;,60;) =0 000000

(I)(iti, 01) = S(iﬂl, 91) —

[w(zi, 0i41) — u(z,6:)], i=0,...,N (1.21)

00 1.4 000 0, e0000000000000O0O

(i) ®() 000 (quasi-concave) 002z 0000000000 0ODOODOOO
(i) &) 0 (»0) 0000000000 >0 0000000 2€X 0000 ®y(x,0) — Dz, 0) > 00

00000 () 00000000DO0000D0O0DO00O00DOO00O00OD0O0DDO0OO0OD0OD0ODOODDOODOOOO
0000000000000 000 w(ed) O e(e,d)) 00DDDODODOOO0OOODOOOODOOODOOOOOOO
000000D00O0D0OD () 0000 2, 0000000000000 0ODOOO0OO0 My)OODOOODODO
00000000o00oo (D0 A2000)0

W opoooooo 0 ;0000000000000 000000p; OO0ODO0OD0O0 ¢; DO0D0O0O0OF;, 0000000 6, 00000
000000 ¢, 000000 ¢000D0000000DDOO0ODO0OOODOO0OODODO0O0ODO 0000000000
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00 1.3 0O00OO0Ooooon y:(ww)DDDDDDDDDDD

F.
(.L“z, ) i [ux(xi,t%“) —ux(xi,t%)], iZO,...,N—l (1.22)
Se(zn,0n) =0 1.23)
Uy=U (1.24)
Ui =U+ E: u(xj_1,0;) —u(rj_1,0;-1)), i=1,....,N (1.25)

DDDDDDDDD11DDDDDDDDDDDDDDDDDDDDDDD(L%)DDDDDDDDDDDD@ND
00000000000000000000000000000000000000000000000000000
(122) 000000000000000000000000'000 (1.24) 000000 6000000000
0000000(1.25 000000000000000000000000000000000000000000
06000000000

%

> lulwj1,05) — ulwj—1,0;-1)]

j=1
gddooooooooooooooon (j:O,...,i—l)DDDDDDDDDD r; 0000000000000
gooo0O0 (0o (SCp)UD0O0O0)D00000O0DDO0O0O0OODODO0O0O0O0O0ODO0O00D00O0O000 ay
O0ooooooooooooooooooiooooooooooooooboooonono

14 000O0OO0OOOOOOOOODOO

goobobooooooooooboboboobobooboooobooboobobobobobobooobooobooo
0000000000000 00D0O0O0 ©=10,6)]00000000000000D0D000OD0DeD0O0LOOOO
0 f(/))D0D0O000ODO0ODOO0 Ae®UODO f(AH)>0000D0000000D0DO0OOLOODO FO)LODO
gboobooobobooboobooboooDoooboboboboboob 2000000 bD0ODODODOobOOobDOODO
2(SCP) 00013000 uww>000 up>00000000

0000000000000 D0000D000D00000000D00O00000O00 (optimal control theory)
goooobbooboobooobooooboobbooboobbooboobboooboobbooboobbooo
0000000000000 (0000000 0OD)000000D00O0O0ODO0ODLOODOU0OLOODUOOOODO
gogbobooboooboobbooboobbobobboobbooboobboobbooboobboo
gboboooooooooooooooboboboboboboboboobobobooboooDoboDoboDobobbOoDbo
gooogobboobobooboboooobboooboboob bbb boobbooboooboobboooD
oboboooooobooobobg

141 0000000000000 000 4

0oo0o0ooooooobD IC)ooD (I¢)0LLO00bO0O00LObO00O0O000ODO00DOO00DDOOO0DOD

obooo
U(0) = u(z(0),0) + w(0) > u(z(0),0) + w(®) =U(0'|0), V6,0 €O (IC)

0000 1.100000(IC)00000 1.300006>60 000 U®)>U(#'19) >U(@)000000000
0000000000000000000

00 1.3 000000000 y()OOOODOOO (IC)oLDO0DDLOObOOU@ ODoDoDLOOoooooDOoo

12) J0OO0000D0000000000000000000 ro<---<zyUOOO0OOOOOOOOOCOOOOOOOOOOCOOOOO
0000000000000 00000000000000000000000000000000 »(z,0)0 00000000000
001100000 v(z,0) 0 A00DO00000O00DOO000OO0OO0ODOOOO (SCP)O00OO0O0OOODODOODODOOODOOOO
JoooooooooooooOooOOoOoOOO0O0OO0OO0o0000o
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00000 (SCP)00000000000000000000000000000000000000000000
0000 ¢-)02000000000000000000000 U@|)020000000000U,(0)=U,(4])
000000 90000 UDO0O0D00UL(0)=U(9d) 000000 ¢00000000000000M0O0D0
0000000000000 U,(A)=000000000000000000

WO — 020) + 0200) = 02(6) = s ((0),0) o)

DDDDDDU(@)DDD|:||:|DDDDDDDDDDDDDDDDDDDDDDDDD
0
U0) = U(6) + / wp((s), s)ds, V0 €O (BEC)
)
(EC) 000 (EC) 00000000000000000000000 (LICD) 000 (LICU) 0000000
gooooo Ul(H)ZOD pooonDoooo

Uu(g) =+ Ulz(g) =0

000000000000 000 (EC)D0D00DD0D00DDOO Un(l)<000U2(0)>000000000
goboooooooogo
wpz(z(0),0)x' () > 0.

0000000 (SCP)0000D0DUOOD0ODO 2'()>0000000000O0ODOODOOO
oooool14000000000000O0O0O0O0O0O0COO0O000O0O0O0OOOCOOOOO0OO0O0O0O0O0O000O0O0
0000000000000 U()OD0D0L0DO00O 0 (EC)DDOO0DO0DO0DODOO0OODOOODO

00 1.4 §€©=[0,6,] 000000000

(i) >0, 00 U()D OO0O0DDO0OOODOU (0—
(i) #<6, 00 U()DOO00O0DD000OD0D0U (0+ :
(iii) 6 € (6o,0,) 00 U()D #O0D00D00O000U ) = us(x(),0)D

(D0) OO0 ¥ eOODODOODLDODODOO
U@ = U(010") = U(0) + [w(z(9),0") — u(x(0),0)].

oo

U0) - U®#) < u(z(6),0) — u(x(6),0). (1.26)
(i)¢>¢ 00000000 #A—¢ >000000

u©) —U@) _ w6),0) - u(x(6),6)

o—o - 0—0 '

U(-)I:I HDDDDDDDDDDDH'AH—DDDDDDDDDDD(ii)9<9'DI:IDI:ID (1.26)|:|D|:|D 0—0>0
goood

u) - U . ux),6) - u(x(6),0)
0 —0 - 0 —0 '
U0 é00000000000¢ —-9+00000000000 () U(-)D 40000000006 0000
00000000000000000 ()0(@Gi) 00o00o0ooooo@

goboooooooooocoOoboOo0oOoOoOoOoOobOOoCcOOOOO0O0ObOO0OUObObOOOobOObOOono

B)opooo

oo = 22010

au(0']0)
90

0/'=0

U2(0) =

0/'=0

00ooooooo
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00 1.5 00000 y(-) = (z(),w(-) 0000000000000002(-) 000000000

(I:ID) ooo 0,0'€@DDDDDDDDDDDDD
U6) > U'16) = UO') + [u(e(6'),0) - u(z(@'),0)].

agoad . . o
U0) — U0) > u(z(0),0) — u(z(d), ). (1.27)
(1.26)0 (1.27) 0O
w(x(0),0) —u(z(6),0") > U0) —U®B") > u(z(0),0) — u(z(¢),0). (1.28)

00000000 (SCP) 00 =(0) > (00 ©

00 1.4 0000 LODOODODD 2€X00e®O0000 up(r,0)<LO0000000D00000D000D0
0000 y() = (z(),w() 000000000000000000000000 200000000000

(a) DDODOOO (the envelope condition)d (EC')O
(b) O00DOx() 000000

(00) D00 (=)0000 (b)00D00001.500000000000(EC) 0000000000 «(-)00
000000«()000000000000000 (000000000000000000)00000000 14
0000000000060 (EC)0000000000(EC)00000000000000000000000
00000000000000 (EC)00000000000000000 KOOOOOO

U®) - U@ < K|§—0|, V0,0 c© (1.29)
ooooo00¥WooooooDoDOoOoOODODoDO0O0oO0O0O0O0oOoO 0,0/ ee0N >0 00000

[U(0) = U(0')| = |supU(t]6) — sup U('|¢)
te® t'eO

= sup |u(z(t),0) — u(z(t),0")].
teo®

< sup |U(t|0) — U(t|6")
te®

uw(z,§) 0 6000000000 DOOOO u(m(t),@)—u(m(t),@'):f;ue(x(t),s)dsDDDDDDD

sup [u(x(t), 8) — u(x(t),6)] = sup
tco te®

0
< /0 sup lug (x(t), 5)| ds

/1€

/6 ug(z(t), s)ds

’

o
< / ug(x(61), s)ds.

’

000000000 1.201.30000 2() 0000000000000 K=LOO0OOO0O0000000000
0 (1.29) 000000000 (EC) 00000000 (EC) 000000
000 («)00000000000000000000000 6,400000

U4)6) > U(8)

oo0oooooono . o .
u(@(0),0) — u(z(0),0) > U®) — U).

4)0po000000000U() O [60,6:] 000000 (absolutely continuous) 000000000 U() 000000000000
(EC/)DDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDD
000000000000 00000D00000000000000000000D (000000000 0)000000000O00D
40000000001979000 60 (DDODOOODO A. N. Kolmogorov and S. V. Fomin, Introductory Real Analysis, New
York, Dover, 1970, Chapter 9)0 H. L. Royden, Real Analysis, Second Edition, Macmillan 1968 0 00 00O
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| watat@) sy > [ uatats).yis

gooooo ,
/9‘ [ug(2(8), s) — ug(x(s),s)|ds > 0

0000000000 (b)000 (SCP)uee >000000000000000000@
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goboooboobboboboobooboboobooa

oo (P)
01
max /a ISt 5) ~ U 5)ds (1.30)
subject to (EC'),
2(0) > 2(¢), V0.0 €0,0>0, (M)
U®)>T, Voeco (PC)

0000000000 1.30000(PC) O U(GO)ZUDEIDDDDDDDDDDDDDDDDDDDDDDDDD
0000000000000 000D0000LO0O00O0DOO00D (EC¢)DODOo0DOoOoOooDoo

01 01 qU(s) 1 — F(s)
90+/0 b f(s)

01 1—F(s)

=U(bp) + /90 ue(x(s),s)if(s)

0000000000000000000000000000000000000000000000000000

f(s)0DDODODODODOOOOf(s) 00000 (DODOD0 f(s)00000)000 F(s)0OOO —(1—F(s)) O

00000000000 U(s) DOD0O0D020000000000000000F(6) =00F(9;)=10000

(EC) 0000000000000 0ONDOOON0O0NONO(1.31) 00000 U() >0 0000000000
oono

00000 (1.31)00000000000000 (P)0000000O0O0OOOOO0

01
/ U(s)f(s)ds = ~U(s)[1 — F(s)] £(s)ds

0o

(1.31)
f(s)ds.

oo (P')

1—F(s)

) f(s)ds —U(6o) (1.32)

s [ 9 5(a(2).5) ~ w(a(s).

subject to (M) and U(6p) > U

coooooooOoooOoobooOoooobooboOooOoOooOooDooOooon U(@o):UDDDDD (1.32) boooooo

goboobboboboobooobooboobbooo
1-F(6
@(x,ﬂ)zS(x,@)—#ue(xﬁ) (1.33)
f(0)
0000000000000 0D0000 (M) 000000 Ep[®(z,¢)) D00D0DOODODOODOOODODOOO
0000000000000 000D0000DODODO000D000DODO0ODO0OO fe®OOODO O, ODOOOO

000000014 () 0000000 2(A) 000000000
®,(x(0),0) =0, VOe®© (1.34)

15 000000000000000000000000 (EC/) 000 (1.31) 0000 U(s) 000000000000000000000
(1.31) 0000000000000 (0000)0
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o %
w(®) = —u(z(8),8) + T + /6 wo(w(s), 5)ds (1.35)

0000000000000000

000D0D000000D0000000D0000000D000 14 ()00000000 z€ X00e®© 0000
®,4(z,0) >00000000000000000 (00 A2000)00000 (1.33)000 S(z,0) = u(z,0)+uv(z,6)
00000 30000000000000000 14 @G)00000000
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0000000000000000000000000000000000 (EC) 0000000000000
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oooo ¢,,>0000000000000000 () 0000DO0D0OO0DOODODOOOODODOODOOODOOOO
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