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Abstract

In a biased contest, one of the players has an advantage in the winner determination
process. We characterize a novel class of biased contest success functions pertaining
to such contests and provide necessary and sufficient conditions for zero bias to be
a critical point of arbitrary objectives satisfying certain symmetry restrictions. We,
however, challenge the common wisdom that unbiased contests are always optimal
when contestants are symmetric ex ante or even ex post. We show that contests
with arbitrary favorites, i.e., biased contests of symmetric players, can be optimal
in terms of various objectives such as expected aggregate effort, the probability to
reveal the stronger player as the winner or expected effort of the winner.

JEL classification codes: C72, D63, D72, J71.
Keywords: biased contest, biased contest success function, aggregate effort, predic-
tive power, winner’s effort.

∗We are grateful to an Associate Editor, two anonymous referees and Margaret Meyer for many in-
sightful conversations, and to Dan Kovenock, Inés Moreno de Barreda and participants of Luis Corchón’s
informal seminar, APET annual meeting (Seattle) and EEA annual meeting (Toulouse) for their com-
ments.

†New Economic School and CEPR, mdrugov@nes.ru.
‡Florida State University, dryvkin@fsu.edu.

1



Download English Version:

https://daneshyari.com/en/article/5071377

Download Persian Version:

https://daneshyari.com/article/5071377

Daneshyari.com

https://daneshyari.com/en/article/5071377
https://daneshyari.com/article/5071377
https://daneshyari.com

