Accepted Manuscript

Economic
Behavior &

. . .. Organization
Title: Incomplete Contracting, Renegotiation, and i
Expectation-Based Loss Aversion -

Author: Fabian Herweg Heiko Karle Daniel Miiller

PII: S0167-2681(17)30211-1

DOI: http://dx.doi.org/doi:10.1016/j.jebo.2017.07.033

Reference: JEBO 4113

To appear in: Journal  of  Economic  Behavior &  Organization
Received date: 8-11-2016

Revised date: 2-5-2017

Accepted date: 26-7-2017

Please cite this article as: Fabian Herweg, Heiko Karle, Daniel Mddotuller,
Incomplete Contracting, Renegotiation, and Expectation-Based Loss Aversion,
<![CDATA[Journal of Economic Behavior and Organization]]> (2017),
http://dx.doi.org/10.1016/j.jebo.2017.07.033

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/doi:10.1016/j.jebo.2017.07.033
http://dx.doi.org/10.1016/j.jebo.2017.07.033

Highlights

e An expectation-based loss-averse buyer trades with a profit-maximizing seller.
e Incomplete contracts create a new type of hold-up problem.

e [f credible, the buyer prefers to expect not to renegotiate.

e This gives rise to ex post materially inefficient trade.

e There is a tradeoff between maximizing efficiency and minimizing expected losses.
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