

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Strategic Delegation and Mergers in Oligopolistic Contests

	
    
        
            
            







    
    










    
    
    
    











			GEABA - Discussion Paper No. 02-06

        

    
	

	
	
		
		
			45 Pages
		
		

		Posted: 5 May 2002
		
		
		
	

	
		
			
			




	See all articles by Matthias KräkelMatthias Kräkel
University of Bonn - Economic Science Area; Institute for the Study of Labor (IZA)
Dirk Sliwka
University of Cologne - Faculty of Management, Economics and Social Sciences; IZA Institute of Labor Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: 2002

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		In this paper, we combine the strategic delegation approach of Fershtman-Judd-Sklivas with contests. The results show that besides a symmetric equilibrium there also exist asymmetric equilibria in which one owner induces pure sales maximization to his manager so that all the other firms drop out of the market. If merging is allowed on an initial stage, the resulting merged subgame perfect equilibria show that there is strictly more merging under contest than under Cournot competition. We also compare our findings with the previous results on contest models with delegation and find that the outcomes for the Fershtman-Judd-Sklivas incentive scheme clearly differ. Especially, in our model we have a prisoner's-dilemma like situation where delegation is individually rational for each owner, but all owners are worse off compared to non-delegation. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: L1, M2

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Kräkel,  Matthias and Sliwka,  Dirk, Strategic Delegation and Mergers in Oligopolistic Contests (2002). GEABA - Discussion Paper No. 02-06,  Available at SSRN: https://ssrn.com/abstract=308540 or http://dx.doi.org/10.2139/ssrn.308540 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Matthias Kräkel (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Bonn - Economic Science Area  ( email )

			

			
			
				
				
				
					Adenauerallee 24-42
BWLII
D-53113 Bonn
Germany
+49 228 73 92 11 (Phone)
+49 228 73 92 10 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					
				
			

			
				
				
					
				
					
					
					
				
			

			
				Institute for the Study of Labor (IZA) 

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Dirk Sliwka

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Cologne - Faculty of Management, Economics and Social Sciences  ( email )

			

			
			
				
				
				
					Richard-Strauss-Str. 2
Cologne, D-50923
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				IZA Institute of Labor Economics  ( email )

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      122

			

		
		
		
			Abstract Views

			    1,658

		

		
		 
		
			Rank

			  412,910

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       25 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    IO: Empirical Studies of Firms & Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Empirical Studies of Firms & Markets eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,175

                                    

                                    
                                        PAPERS

                                           14,550

                                    

                                

                                
                            

                        

                    

                
	
                    IO: Firm Structure, Purpose, Organization & Contracting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Firm Structure, Purpose, Organization & Contracting eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,073

                                    

                                    
                                        PAPERS

                                           12,785

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Second-Mover Advantage and Price Leadership in Bertrand Oligopoly

                        
                            By
                                
                                
                                    
                                    Rabah Amir
                                     and 
                                
                                    
                                    Anna Stepanova
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Merger in Contests

                        
                            By
                                
                                
                                    
                                    Kai A. Konrad, 
                                    
                                
                                    
                                    Steffen Huck, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Commitment, First-Mover-, and Second-Mover Advantage

                        
                            By
                                
                                
                                    
                                    Michael Kopel
                                     and 
                                
                                    
                                    Clemens Löffler
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Managerial Versus Entrepreneurial Firms: The Benefits of Separating Ownership and Control

                            
                                By
                                    
                                    
                                        
                                        Matthias Kräkel
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Delegation in an R&D Game with Spillovers

                            
                                By
                                    
                                    
                                        
                                        Michael Kopel
                                         and 
                                    
                                        
                                        Christian Riegler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Stackelberg Leadership with Demand Uncertainty

                            
                                By
                                    
                                    
                                        
                                        Zhiyong (john) Liu
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Optimal R&D Investment Strategies with Quantity Competition Under the Threat of Superior Entry

                            
                                By
                                    
                                    
                                        
                                        Joseph Plasmans, 
                                        
                                    
                                        
                                        Ruslan Lukach, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Endogenous Timing and Strategic Managerial Incentives in a Duopoly Game

                            
                                By
                                    
                                    
                                        
                                        Michael Kopel
                                         and 
                                    
                                        
                                        Clemens Löffler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trash it or Sell it? A Strategic Analysis of the Market Introduction of Product Innovations

                            
                                By
                                    
                                    
                                        
                                        Herbert Dawid, 
                                        
                                    
                                        
                                        Michael Kopel, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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 © 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-l200 in   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
