The Contracting Framework

	Behavioral Assumptions
	Asset Specificity
	Implied Contracting Process
	Comment

	Bounded Rationality
	Opportunism
	
	
	

	0
	+
	+
	Planning
	Without bounded rationality, complete contingent claims contracting is a feasible way to prevent opportunistic behavior.
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	0
	+
	Promise
	Without opportunistic behavior, the parties can cooperate through a series of discrete transactions and rely of cooperation to work out the solutions to problems that arise in the future.
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	+
	0
	Competition
	Without relationship-specific assets, there is no potential for opportunistic behavior.
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	+
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	Governance
	When all three concerns are present, the parties may agree on a hierarchical mechanism of controlling the potential for opportunistic behavior. 


+ 
Present to a significant degree

0
Not present to a material degree.


� Adapted from Williamson (1987)
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