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Motivation Mechanism Design LMSR-PPS
Crowdfunding] Private Provisioning of Public Goods How to incentivize private citizens to contribute Leverage infinite liquidity of LMSR to create a

prediction market where each agent has an

to public projects? The Freeriding problem. _ _ _
Incentive to contribute.
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a) Monotonically decreases with contribution
Intuitive Explanation Unfunded Utility
Crowdfunding Process 1. Incentivizes agents to contribute by offering a) Monotonically increases with contribution
them a bonus greater than their contribution. b) Monotonically decreases with outstanding
1. Requester posts public project (non-excludable) 2. Bonus paid out iff the project is not funded. securities (time)
2. Agents arrive & observe : 3. Ensures that project is funded at equilibrium.
a) target amount (provision point),
b) deadline Novel Idea: Use prediction markets for bonus!

c) pending amount. QSR-PPS

3. Agents contribute (or not)

: Other cost functions can be used if parameterized
4. Reqguester executes project or refunds.

. o . . I correctly.
Provision Point with Securities Y

Binary Event: At deadline, project funded or not ? 150
Positive securities pay $1 if project funded.
Mechanism Design Motivation Negative securities pay $1 if project is not funded.
Software agent always accepts trades.

Price as first order derivative of cost function.

Type

8 Unfunded Utility with g0=0

O Unfunded Utility with g0=25

¥ Unfunded Utility with q0=100

\ B8 Funded Utility for Agent Value = 10
B Funded Utility for Agent Value = 50
BB Funded Utility for Agent Value = 100

Agent’s true value for the project is private info. 100

Strategic agents can freeride (No/Low contribution).
Strategic agents can delay contribution.

Agent Funded and Unfunded Utility

. _ _ Crmsr(q) = bln(exp(gu, /b) + exp(qw, /b)) 50- X
Project may not be funded even if everyone values it! 0 ;"\\x
Prediction Market issues only Negative securities 0
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contribute . .
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Number of securities issued to an agent depend on Agent Contribution
a) Quantum of his contribution
b) Timing of his contribution
.
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