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“The Best of Both Worlds: Compensation via Price-Caps for Passed-On
Overcharges”, with Barak Yarkoni & Sharon Hannes.’

Abstract: We present a market-based compensation approach to antitrust litigation and
other cases of price overcharges. Instead of lump-sum compensation, paid either directly or
through coupons, defendants are required to lower their prices for a certain designated
period, i.e. price-cap compensation (PCC). We show why previous criticism of PCC was
misguided. And, in sharp contrast to the common view in the literature, implementing PCC
may have many substantive and procedural advantages. Importantly, although PCC is
implemented vis-a-vis direct purchasers only, it reconciles the U.S. and European Union
legal approaches and solves the challenge of passed-on damages to indirect purchasers.
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"The Market for R&D Failures", coauthored with Manuel Trajtenberg, 2008.°

Abstract: The informational structure of R&D is characterized by the fact that firms are
exposed to more information related to R&D successes of their competitors than to one that
reveals their failures. This paper theoretically explores the feasibility of trading knowledge of
R&D failures. The implications of constructing a market for R&D failures are substantive, in
that they may decrease the effective cost of R&D, shorten the average time to discovery and
increase the number of active R&D projects. We present the conditions required for a
mutually beneficial trading of R&D failures information between competitors, as well as
design trading mechanisms and policy implications that would account for obstacles such as
moral hazard, verification, over-investment and private gains.

"Software Patents, Inventors and Mobility", coauthored with Manuel Trajtenberg,
2008.

Abstract: This paper is an exploratory empirical study of the mobility of software inventors,
which uniquely utilizes patent data for that purpose. Mobility of inventors is often associated
with knowledge spillovers. Consequently, there is a potentially significant bi-directional link
between mobility of inventors and property rights protection. The study of the mobility of
inventors is, therefore, of particular interest in the software industry, in which there has been
a significant and controversial shift towards patent protection. The paper analyzes the trends
in the software industry. It later moves to characterize what influences the mobility of
software inventors, and how this mobility, in turn, affects the quality of their patents.

“Predation, Preemption, and Competition over the Business Cycles, with an Infinite
Horizon", coauthored with Yossi Spiegel and Konrad Stahl, 2009.

Abstract: In this paper we study Markov Perfect Equilibria of a duopolistic competition over
the business cycle, in the presence of cost asymmetries. An incumbent firm, producing at
higher capacity and lower marginal cost than an entrant, assumes the role of a price setter.
We determine regimes under which in boom episodes the price leader admits entry and
production at monopoly prices, whence it predates or preempts the lesser firm in recession
episodes, by setting prices at marginal cost. This leads to excessive price amplitudes relative
to marginal cost prices, as well as to excessive entry in good, and exit in bad times.
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"R&D Support in Israel - From Objectives to Policy", 2007.

Abstract: The R&D endeavor of Israel is drastically affected by governmental R&D support.
The support is mostly distributed in accordance to the Israeli “law for the encouragement of
industrial R&D", which specifies four policy objectives. Nevertheless, the way to transform
these objectives to actual policy entails a complex set of considerations and tradeoffs. It is
the purpose of this paper to explain why optimal policy of R&D support cannot be conducted
without being backed up by solid ground economic research, one which uncovers the entire
realm of tradeoffs. It also introduces a formal framework which highlights learning and the
creation of competitive advantage.

"Search, Learning and the Direction of R&D - Following the Pheromone Trail",® 2006.

Abstract: Although the economic literature on R&D is very broad, the choice of the
direction of the R&D investment, which is obviously of great importance, has been scarcely
analyzed. R&D is interpreted in this paper as a search problem in an unknown, and
dynamically changing, technological environment. Algorithms inspired by the behavior of
foraging ants are applied for analyzing the interlinked choices of the agents, active in such
an environment; in which the unique information structure is restricted to knowledge
regarding R&D successes of the rivals. The analysis focuses on the properties of effective
search mechanisms, as well as their welfare implications for the economy. Issues of antitrust,
market structure and R&D subsidies are all examined through the novel prism of choices of
R&D direction.

"Warrants Strategic Exercise and Coordination Failures",” 2003.

Abstract: This paper employs a semi-continuous theoretical framework for studying
strategic exercise of warrants. It shows that by using some of the exercise proceeds for
dividend payments, the shareholders can manipulate the warrant-holders into a coordination
failure.
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