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Despite the vast research literature on topics relating to contract theory, only a
few of the field's core ideas are covered in microeconomics textbooks. This long-
awaited book fills the need for a comprehensive textbook on contract theory
suitable for use at the graduate and advanced undergraduate levels. It coversthe
areas of agency theory, information economics, and organization theory,
highlighting common themes and methodol ogies and presenting the main ideasin
an accessible way. It also presents many applicationsin al areas of economics,
especialy labor economics, industrial organization, and corporate finance. The
book emphasizes applications rather than general theorems while providing self-
contained, intuitive treatment of the simple models analyzed. In thisway, it can
also serve as areference for researchers interested in building contract-theoretic
models in applied contexts. The book covers all the major topics in contract
theory taught in most graduate courses. It begins by discussing such basic ideas
in incentive and information theory as screening, signaling, and moral hazard.
Subsequent sections treat multilateral contracting with private information or
hidden actions, covering auction theory, bilateral trade under private information,
and the theory of the internal organization of firms; long-term contracts with
private information or hidden actions; and incomplete contracts, the theory of
ownership and control, and contracting with externalities. Each chapter ends with
aguide to the relevant literature. Exercises appear in a separate chapter at the end
of the book.
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Despite the vast research literature on topics relating to contract theory, only afew of the field's core ideas
are covered in microeconomics textbooks. This long-awaited book fills the need for a comprehensive
textbook on contract theory suitable for use at the graduate and advanced undergraduate levels. It coversthe
areas of agency theory, information economics, and organization theory, highlighting common themes and
methodol ogies and presenting the main ideas in an accessible way. It also presents many applicationsin all
areas of economics, especially labor economics, industrial organization, and corporate finance. The book
emphasi zes applications rather than general theorems while providing self-contained, intuitive treatment of
the simple models analyzed. In thisway, it can also serve as areference for researchers interested in building
contract-theoretic models in applied contexts. The book covers all the mgjor topicsin contract theory taught
in most graduate courses. It begins by discussing such basic ideas in incentive and information theory as
screening, signaling, and moral hazard. Subsequent sections treat multilateral contracting with private
information or hidden actions, covering auction theory, bilateral trade under private information, and the
theory of the internal organization of firms; long-term contracts with private information or hidden actions;
and incomplete contracts, the theory of ownership and control, and contracting with externalities. Each
chapter ends with a guide to the relevant literature. Exercises appear in a separate chapter at the end of the
book.
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Editorial Review
Review

An extremely impressive synthesis of the ideas that make up modern contract theory. It will undoubtedly be
the definitive text on the topic for many years to come.

(Oliver Hart, Andrew E. Furer Professor of Economics, Harvard University)

Written by two pioneersin organizational economics and finance, this remarkabl e textbook is comprehensive
yet accesible. For many yearsto come it will be a standard reference for students and researchers, from those
advancing our empirical and theoretical knowledge in the field to scholars working in macroeconomics,
industrial economics, economics and psychology, and other fields in which contract theory has become an
important tool.

(Jean Tirole, Institut d’Economie Industrielle, Toulouse)

Contract Theory provides the framework for understanding an enormous variety of economic phenomena,
from insurance to the firm. Bolton and Dewatripont have long been leading architects of the theory and its
application. What is remarkable about their text is how beautifully simple they makeit all seem.

(Eric S. Maskin, A.O Hirschman Professor of Social Science, Institute for Advanced Study)

Thisisamasterful summary of the last 30 years of economic research on contract theory, written in clear and
accessible prose.

(Hal Varian, Haas School of Business and Department of Economics, University of California, Berkeley)

This much-anticipated book on contract theory by two of the field's pioneers will fill acritical holein
graduate economics teahing. The authors have put much thought into synthesizing established ideas in away
that brings the research frontier up close. Comprehensive and rigorous, yet accesible, the book is bound to
become the standard text in intermediate and advanced graduate courses on contract theory.

(Bengt Holmstrom, Paul A. Samuelson Professor of Economics, MIT)

Contract Theory is certainly the most important textbook on the frontiers of microeconomics since Tirole's
celebrated Theory of Industrial Organization. Bolton and Dewatripont have done a marvelous job of
providing an exhaustive account of the field, using only very simple and self-contained models and relying
on awhole battery of economic applications. All this contributes to making the book not only the
unavoidable teaching and research reference on contract theory, but also a unique tribute to economics at its
best.



(Philippe Aghion, Department of Economics, Harvard University)

Thisis as edifying a course on contract theory as a primer could ever hope to be -- the little book that could.
(Bengt Holmstrom, Paul A. Samuelson Professor of Economics, MIT)

From the Inside Flap

"An extremely impressive synthesis of the ideas that make up modern contract theory. It will undoubtedly be
the definitive text on the topic for many years to come."

--Oliver Hart, Andrew E. Furer Professor of Economics, Harvard University

"Thisisamasterful summary of the last 30 years of economic research on contract theory, written in clear
and accessible prose.”
--Hal Varian, Haas School of Business and Department of Economics, University of California, Berkeley

"*Contract Theory* is certainly the most important textbook on the frontiers of microeconomics since
Tirole's celebrated * Theory of Industrial Organization*. Bolton and Dewatripont have done a marvelous job
of providing an exhaustive account of the field, using only very simple and self-contained models and
relying on awhole battery of economic applications. All this contributes to making the book not only the
unavoidable teaching and research reference on contract theory, but also a unique tribute to economics at its
best."

--Philippe Aghion, Department of Economics, Harvard University

About the Author
Patrick Bolton is John H. Scully Professor of Finance at Princeton University and managing editor of The
Journal of the European Economic Association.

Mathias Dewatripont is Professor at the Université Libre de Bruxelles, a Research Fellow at its European
Centre for Advanced Research in Economics and Statistics (ECARES), and Research Director of the
London-based Centre for Economic Policy Research (CEPR).

Users Review
From reader reviews:
Eddie Horton:

Typically the book Contract Theory (MIT Press) will bring one to the new experience of reading any book.
The author style to clarify the ideais very unigue. In the event you try to find new book to learn, this book
very suitable to you. The book Contract Theory (MIT Press) is much recommended to you you just read.

Y ou can also get the e-book from your official web site, so you can quicker to read the book.

Barbara Erickson:

People livein this new day time of lifestyle always try to and must have the free time or they will get great
deal of stressfrom both day to day life and work. So , whenever we ask do people have free time, we will

say absolutely sure. Peopleis human not only arobot. Then we consult again, what kind of activity are you
experiencing when the spare time coming to anyone of course your answer may unlimited right. Then ever



try this one, reading books. It can be your alternative with spending your spare time, the actual book you
have read is usually Contract Theory (MIT Press).

Dale Vaught:

Beside that Contract Theory (MIT Press) in your phone, it could possibly give you away to get more close to
the new knowledge or information. The information and the knowledge you may got here is fresh from your
oven so don't possibly be worry if you feel like an outdated people live in narrow village. It is good thing to
have Contract Theory (MIT Press) because this book offers for you readable information. Do you
occasionally have book but you don't get what it's interesting features of. Oh come on, that will not happen if
you have thisinside your hand. The Enjoyable arrangement here cannot be questionable, such as treasuring
beautiful island. Techniques you still want to miss that? Find this book and read it from at this point!

Macie Austin:

Reserve is one of source of information. We can add our know-how from it. Not only for students but native
or citizen want book to know the up-date information of year in order to year. As we know those
publications have many advantages. Beside all of us add our knowledge, also can bring us to around the
world. Through the book Contract Theory (MIT Press) we can consider more advantage. Don't you to be
creative people? Being creative person must choose to read a book. Only choose the best book that
acceptable with your aim. Don't end up being doubt to change your life with that book Contract Theory (MIT
Press). Y ou can more pleasing than now.
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