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We study the effects of communication content and its interaction with reputation on
the choice of transaction partners in markets with moral hazard. We find that buyers’
choices of sellers are influenced by prices and reputation information as well as by
sellers’ messages: buyers prefer sellers who make specific promises. If specific prom-
ises are infeasible, buyers prefer sellers whose arguments reduce the social distance.
These observations do not depend on the availability of reputation information. We
also find that, if specific promises are feasible, buyers’ profits do not significantly dif-

fer from hypothetical profits realized under a correct expectations rule.

JEL Codes:D44, D83, L14

Keywords: procurement auctions, communication, promises, social distance, reputation, moral
hazard

* We thank Nicolas Fugger, Jason Shachat, Lijia Tan, and numerous seminar and conference participants for very
valuable comments and suggestions. Lisa Seeger and Franziska Then provided excellent research assistance. Finan-
cial support by the Deutsche Forschungsgemeinschaft (BR 2346/3-1) is gratefully acknowledged.

T Faculty of Economics and Business Administration, Universititsstr. 12, 45117 Essen, Germany; e-mail: jean-
nette.brosig@uni-due.de.

f Durham University Business School, Millhill Ln, Durham DHI 3LB, UK; email: timo.heinrich@ibes.uni-due.com
(corresponding author).



Download English Version:

https://daneshyari.com/en/article/7352626

Download Persian Version:

https://daneshyari.com/article/7352626

Daneshyari.com


https://daneshyari.com/en/article/7352626
https://daneshyari.com/article/7352626
https://daneshyari.com

