
16 
 

Figure 1 

The Restricted Regulator Game 

 

Seller 1 
 
 

 sell now wait 
Seller 2 

 
 

 sell now wait sell now wait 
 
 
 

Seller 1: (2v+ε)/2 v v+ε (2v+ε-δ)/2  
Seller 2: (2v+ε)/2 v+ ε v (2v+ε-δ)/2  
Joint: 2v+ε 2v+ε 2v+ε 2v+ε-δ 
DWL: 0 δ δ δ 
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Figure 2 

The Regulatory Discretion Game  

 

Regulator 
 
 

 holdouts only non-holdouts too 
Developer 

 
 

 rent seek profit seek rent seek profit seek 
 
 
 

Regulator: ρ ρ ρ+(1-γ)κ*  ρ 
Developer: π+ε-κ* π π+ε-κ* π 
Joint: ρ+π-ε/2 ρ+π ρ+π+ε(1-γ/2) ρ+π 
Social: ρ+π-ε/2  ρ+π ρ+π-γ(ε/2)-λ ρ+π-λ 
DWL: ε/2 0 γ(ε/2)+λ λ 

 
 
 
 
Note: κ denotes rent-seeking expenditures, which at the critical value κ* = ε/2. 
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Figure 3 
 

The Comparative Game 
 
 
 
 
 

Legislature 
 
 

 grant discretion restrict powers 
 

Regulator Seller 1 
 
 
 holdouts only non-holdouts too sell now wait 
 Developer Seller 2 
 
 
 rent seek profit seek rent seek profit seek sell now wait sell now    wait 
 
 
 

Social: ρ+π- ε/2  ρ+π ρ+π-γ(ε/2)-λ  ρ+π-λ 2v+ε 2v+ε 2v+ε 2v+ε-δ 
DWL: ε/2 0  γ(ε/2)+λ λ 0 δ δ δ 


