
e 1,0 1,2 1,4 1,6 1,8 2,0 2,2 2,4 2,6 2,8 3,0
m 1,0 1,1 1,2 1,3 1,4 1,5 1,5 1,5 1,5 1,5 1,5
c 0 1 2 4 6 9 12 16 20 25 30

e=1 e=3

selects

Employee

Employee

accepts

rejects

Employer

Proposes
Base Wage w
Effort e

TimeLine
e

Payoff employer:
 50⋅e - w⋅m

= 50⋅1 - w⋅1

Payoff employee:
 w⋅m - c

= w⋅1 - 0

Payoff employer:
 0

Payoff employee:
 0

Payoff employer:
 50⋅e - w⋅m

= 50⋅3 - w⋅1,5

Payoff employee:
 w⋅m - c

= w⋅1,5 - 30

SEQUENCING OF DECISIONS

 


