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		Abstract

		This article studies the standard form contracts used by automobile manufacturers to purchase auto parts. It explores how the contracts reflect divisions of bargaining power, asymmetric information, problems of hold-up and renegotiation, and market competition. Based on interviews with representatives of buyers and suppliers, the article also describes the process of drafting the forms, the negotiation over price and other terms in the shadow of these forms, and the opportunities for non-drafters to extract improved terms. Some of the main lessons are: (i) The terms of the contracts and the bidding process prevent ex-post hold-up by suppliers (in contrast to the claims made by Benjamin Klein and others based on the GM/Fisher Body contract); (ii) There is surprisingly little ad-hoc tailoring of terms, even when such tailoring can increase the surplus from the deal; (iii) Internal organization structures are harnessed effectively to secure favorable bargaining outcomes; (iv) There is a significant variation between the standard forms utilized by the big automakers, in some of the most important aspects of the deals. This variation suggests that some of the terms are inefficient. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: A12, K12

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Ben-Shahar,  Omri and White,  James J., Boilerplate and Economic Power in Auto Manufacturing Contracts (October 10, 2005). Michigan Law and Economics Research Paper No. 05-011,  Available at SSRN: https://ssrn.com/abstract=883681 or http://dx.doi.org/10.2139/ssrn.883681 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Omri Ben-Shahar (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University of Chicago Law School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Chicago Law School  ( email )

			

			
			
				
				
				
					1111 E. 60th St.
Chicago, IL  60637
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						James J. White

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University of Michigan Law School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Michigan Law School  ( email )

			

			
			
				
				
				
					625 South State Street
Hutchins Hall
Ann Arbor, MI  48109-1215
United States
734-764-9325 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      261

			

		
		
		
			Abstract Views

			    3,466

		

		
		 
		
			Rank

			  214,349

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				        8 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    University of Michigan Law School, Law & Economics Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                University of Michigan Law School, Law & Economics Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,808

                                    

                                    
                                        PAPERS

                                              591

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        J.J. Prescott at University of Michigan Law School

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Contracts & Commercial Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Contracts & Commercial Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,423

                                    

                                    
                                        PAPERS

                                           11,071

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Albert H. Choi at University of Michigan Law School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Order with Some Law: Complementarity vs. Substitution of Formal and Informal Arrangements

                        
                            By
                                
                                
                                    
                                    Sergio G. Lazzarini, 
                                    
                                
                                    
                                    Gary J. Miller, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Trust and Governance: Untangling a Tangled Web

                        
                            By
                                
                                
                                    
                                    Phanish Puranam
                                     and 
                                
                                    
                                    Bart Vanneste
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Repeated Interactions and Contractual Detail: Identifying the Learning Effect

                        
                            By
                                
                                
                                    
                                    Bart Vanneste
                                     and 
                                
                                    
                                    Phanish Puranam
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Private Operation with Public Supervision: Evidence of Hybrid Modes of Governance in Prisons

                            
                                By
                                    
                                    
                                        
                                        Sandro Cabral, 
                                        
                                    
                                        
                                        Sergio G. Lazzarini, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trust and Collaboration in the Aftermath of Conflict: The Effects of Contract Structure

                            
                                By
                                    
                                    
                                        
                                        Deepak K. Malhotra
                                         and 
                                    
                                        
                                        Fabrice Lumineau
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Dark Side of Collaborative Buyer-Supplier Relationships: A Social Capital Perspective

                            
                                By
                                    
                                    
                                        
                                        Veronica H. Villena, 
                                        
                                    
                                        
                                        Elena Revilla, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trust in Management: The Effect of Managerial Trustworthy Behavior and Reciprocity

                            
                                By
                                    
                                    
                                        
                                        Pablo Cardona
                                         and 
                                    
                                        
                                        Aitziber Elola
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Greener Pastures: Outside Options and Strategic Alliance Withdrawal

                            
                                By
                                    
                                    
                                        
                                        Henrich R. Greve, 
                                        
                                    
                                        
                                        Hitoshi Mitsuhashi, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.081 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
