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Repeated game analysis on long-term partnerships
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Radner, Myerson and Maskin (1986, Review of Economic Studies)

We investigate cooperation in teams by theoretical analysis of repeated
games with imperfect public monitoring. In particular, we extend the model of repeated partnerships
by Radner, Myerson and Maskin (1986, Review of economic Studies) allowing heterogeneous partners to
choose and commit their sharing rule to achieve the most efficient equilibrium in the sense of
maximizing the partners® total payoffs. We characterize the optimal sharing rule which supports the
most efficient equilibrium payoff vector. We also consider the situation where it is not efficient
for all members to work, and obtain the necessary and sufficient condition to achieve exact
efficiency. Even when the condition fails, we obtain the approximate efficiency result.
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