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Dissertation Abstract

“Reputation Effects in Two-Sided Incomplete Information Games’

We study reputation effectsin aclass of games with imperfect public monitoring and two long-lived players, both of whom
have private information about their own type and uncertainty over the type of the other player. This class of games
captures a wide range economic interactions between two parties that involve hidden-information (e.g. between a regulator
and aregulatee) or hidden-action (e.g. between an employer and an employee). In both games, one party (principals) prefer
that the other party (agents) play in a certain way and use costly auditing to enforce this behavior. Principals aim to
establish areputation for being diligent; whereas the agents want to build a reputation for being virtuous. Extending the
techniques of Cripps, Mailath, and Samuelson (2004), we find that neither player can sustain areputation for playing a
strategy that is not an equilibrium of the game without uncertainty over types. Hence, in this class, the true types of both
players will be revealed and the asymmetric information about the types of players does not affect equilibrium analysisin
the long-run.



Curriculum Vitae
Ozdogan

Page 3
“ Strategic Communication vs. Strategic Auditing in Asset Markets with Reputation Concerns”

This paper studies how private information is used to manipulate asset markets by a strategic trader (insider) through false
messages, in the presence of a strategic receiver (regulator), who aims to deter manipulation of information using costly
auditing. Specificaly, Player 1 (insider) has noisy private information about the value of an asset and is able manipulate
asset prices by sending fal se messages regarding that information. There is a strategic receiver of thisinformation who aims
to deter manipulation of information using costly random-auditing. The magnitude of the insiders cost of lying is governed
by the auditing strategy of the regulator. The Insider may be one of two types: honest or strategic. An honest type always
sends the true message, whereas a strategic insider maximizes expected payoffs. Similarly, the regulator may be two types:
tough or strategic. A tough regulator always chooses high auditing whereas a strategic regulator maximizes expected
payoffs. The fact that the private information of the insider isimperfect and the auditing by the regulator is random prevents
players from learning each others types. We analyze the set of equilibria depending on the parameters of the model in (1)the
one-shot game; (2)the two-period game to understand how reputation concerns affect the intertemporal incentives of
players; and (3)the infinitely-repeated game to understand long-run equilibrium behavior.

“Optimality of Linear Contracts in Continuous-time Principal-Agent Problems with Collusion”

This study analyzes a continuous-time two-agent hidden-action model with exponential utility, where thereis strategic
interaction and the possibility of communication amongst the agents. In order to give atheoretical justification for the use of
linear contracts, we extend the model provided by Sung (1995) into which this communication possibility is incorporated.
In this continuous-time repeated agency problem, where the agents actions jointly determine the mean and the variance of
the outcome process, we prove that there exists an optimal compensation scheme for each agent that is linear in the output.



