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MR O EE (3£30) : We examine an effect of limited liability on strategic delegation in a Cournot
duopoly with demand uncertainty. We establish that owners of each firm always delegate their tasks,
decisions, and responsibility to a manager under limited liability, while they do not always do so under
unlimited liability. In addition, we construct a two-stage game in that the first stage, each of the
oligopolistic firms chooses its business organizational form, while in the second stage each behaves in a
Cournot fashion. We established that (1) even if an unlimited liability firm is viable, all firms become

limited liability entities in equilibrium, and (2) the equilibrium industry configuration, where all firms

become limited liability entities, achieves efficiency in the second-best sense.
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