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Unskilled associate accepting the partnership

» If an unskilled partner is appointed the investment bank loses reputation and it
cannot be sold

» Unskilled partners will generate surplus V7, and obtain surplus V;, from each
associate and they have previously spent P to purchase the partnership, which
cannot be recovered

> If not a partner, the unskilled associate would obtain Vg,
» Accept the partnership if Vi + NV — pP>Vp,
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Avoiding appointing unskilled partners

» If no highly skilled associate is available, M — 1 partners remain, the total value of
the partnership is then (M — 1) P*

> If an unskilled associate is available, we retain M partners, the total value if the
partnership is M P**
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