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Continue to assume the same basic model structure from the main paper. However, assume the following

payoffs:
Early C wins D wins
settlement panel ruling | panel ruling
Complainant xV +n V4+n—k —-n—k
Defendant | (1—2)V —n —n—k V4+n—k
Equilibrium Behavior
Define the minimum equilibrium offer by z} = «* (rp,ng +n) and the maximum equilibrium offer by

xy =x* (mg,np).

For large V', there exists a fully separating equilibrium in which:

e there exists an interior cutpoint, # € (7, my), such that the complainant prevents if 7 < 7, and
promotes if 7 < 7r;

. 2n(1-m)—k
e cquilibrium demands are z*(m,n) = m — "(%; and

e the defendant settles with probability s*(z) = exp (W

and s* (x) =0 for z > z73;.

) for z € [z}, 2%, s* (z) =1 for z < z7,

k%%

Conditional on z, the defendant will play a mixed strategy s* (x) if and only if:

(1l —7)—k

l-z)V-n=Q_Q-m)V4+n(l-2n)—-k < z*(m,n)=7— 7 (1)

This is an interior solution for large V. Let T (7, n) denote the complainant’s expected utility from litigation.
Then the complainant’s expected utility from x is:

EUc(z|m,n) = s(@)(@V +n)+[1—s(x)]Tc(m,n)
= %ﬂw = s(z)V+5'(z)(aV +n) — s (x)Tc(m,n) =0
_ TIg(mn) —n  s(z)

14 s'(x)




Since both (1) and (2) must hold simultaneously in equilibrium:

. 2n(l —m) — k _ To(m,n) —n  s(x)

% % s'(z)

() v@ = s

= s'(z) = exp(;kv—i-F)

This is always an interior value if and only if I' < x%kv. Bayes’ Rule does not constrain the defendant’s beliefs

when the complainant makes an off-the-equilibrium-path demand. We assume that the defendant always
accepts very low off-the-equilibrium-path demands (z < z7) and rejects very high off-the-equilibrium-path
demands (z > x7;). No type of players ever has incentive to deviate upwards to a demand x > z7%;, and no
LV
2k *

type of player ever has incentive to deviate downwards to a demand = < z7 if and only if I' =

The complainant’s expected utility from the bargaining and litigation subgame is:

Be(myon) = s (z%(m,n)) [z"(m,n)V +n]+ [1 — s* (a*(7,n))] Tc(m,n)
= ﬂ-V—n(l—27r)—k+2keXp(_[x (W’;k)_xﬂv)
Note that:
dBc(m,n) B —[z" (m,n) — 27|V
o = 2r — 1+ 2(1 —7m)exp ( ok
oo 2B o i o ask
V—ooo 877, 2

Recall that 7, < % < wg. So for large V', type 7y, prevents and type my promotes. Define:

A(m) = EUc (promote|r) — EUc (prevent|m)
ng+n nL+n

/ Be(m,n) f (n|promote) dn — / Be(m,n) f (n|prevent) dn

nH nr

1 nH+n ng
7 / Bc(ﬂ,n)dn—/Bc(ﬂ',n)dn

nr+n nr

By above, A (7)) < 0 and A (7wg) > 0 for large V. By the implicit function theorem, there exists a cutpoint
7 € (mp,mp) such that A (7) = 0. To have an equilibrium in which all 7 < 7 prevent and all ¥ < 7 promote,
we must show that 7 is unique:



nH+N

oAm) 1 / OBc(m,n) " aBe(m,n) .
on n on on
nrL+n nr
ng+n N Y
= = / (V+2n) [1—exp(_[x (7r,2n]3—a:L] )] dn
nr+mn
- +2n) |1 —exp | — L n
oo o ()
2k
ng
o m 220
Voo O
So for large V, 7 is unique.
Comparative Statics
Analogue of Proposition 1:
Ox*(m,n) 2n
— = 1+—=>0
om + Vv ”
0s*(x) —(z—23)V 14
ox -Tew ( 2k 2k <0
Analogue of Proposition 2:
ox*(m,m)  2(1—m)
on N \% <0

Analogues of Propositions 3 and 4 follow from the equilibrium behavior described above.

Analogue of Proposition 5:

W) (S VY (127

on 2k k
9?s* (x*(m,m)) —[a* (mn) =23V [(1—-7)"
an? - eXp< 2%k )( k > >0

Analogue of Proposition 6: Recall that 7 is distributed according to density f on [rp,mp]. Conditional on
n:

s* (* (promote|n)) = s* (z* (m,n)) f (w|promote) dm
s* (" (prevent|n)) = /5* (z* (m,n)) f (w|prevent) dr

The equilibrium probability of settlement is decreasing in :

0s* (z* (m,m)) —[z*(m,n) =23V [V +2n
ar - _eXp< I )( ok ><O
= " (2" (promote|n)) < s* (™ (prevent|n))



Biased Judicial Rulings

Model Structure

Continue to assume the same basic model structure and payoffs from the main paper. However, let p(m,n) €
[0,1] denote the probability that the complainant wins the case, where p is increasing in the complainant’s
type, 7, and the number of third parties, n.

Equilibrium Behavior

Conditional on z, the defendant will play the mixed strategy s* (x) if and only if:

2n[l—p(mn)]+k
14

1-2)V+n=[1-p(mn)]V-n[l-2p(r,n)]—k < =" (m,n)=p(r,n)+

3)

This is an interior value for large V. Let T (w,n) denote the complainant’s expected utility from litigation.
Then the complainant’s expected utility from x is:

EUc(z|m,n) = s(z)(@V —n)+[1—s(x)]Tc(r,n)
= W = s(z)V +5'(z)(2V —n) — §'(x)Tc(m,n) =0

. Te(mn)+n  s(x)
|4 s'(x)

Since both (3) and (4) must hold simultaneously in equilibrium:

p(mn) + 2n 1 —p‘(/ﬂ', n)] +k _ Tc(ﬂ,‘;L) +n ;((a;))
& (2;:) s'(z) = —s(x)
= s'(zr) = exp <_23;€V + F)
Define 23 = min {z* (7,n)}. The settlement probability is always an interior value if and only if ' < Z%kv.
No type of player ever has incentive to deviate downwards to a demand x < z7 if and only if I' = 3322le This

ensures that:

5* (z) = exp (W)

The complainant’s expected utility from the bargaining and litigation subgame is:

Be (m,n) = s (2" (m,n)) [z" (m,n)V —n]+[1—s" (" (m,n

&
=
2

= p(mn)V4+n[l—2p(r,n)]—k+2k exp(_

Note that:



83067(:”) — M(V_zn)+1—2p(7r n)

—exp( xL]V) {(V—2n)w+2[l—p(w,n)]}
on
= [1exp< xL}V)] [(VQH)WJrlQp(W,n)}
on
—exp( (m,n —zL]V>
= lim 9Bc (ﬂ-’ r >0
V—o0 on
So for large V', the complainant will always want to promote audiences.
Comparative Statics
Analogue of Proposition 1:
or*(m,mn) p (m,m) 2n
—_— = —— 2 |1- = 0
o o v~
0s*(x) —(z—23)V 14
Ox B P < 2k 2k <0
Analogue of Proposition 2:
dz*(m,n)  Op(m,n) 2n 2[1 —p(m, n)
on N on ! Vv + v >0
Analogue of Proposition 5:
ds* (x*(m,n)) —[z*(m,n) — 2|V V\ Oz*(m,n)
on N P 2k 2k on <0

Biased Judicial Rulings with Strategic Partisanship

Model Structure
Suppose that third parties join the disputant with the stronger case.

Let n denote total number of third parties. Let p denote the number of third parties who support the
complainant. Let ¢ denote the number of third parties who support the defendant.

Suppose p (7, p,0) is the probability that the complainant wins the ruling, where p (7, p, o) is increasing in
p and decreasing in o.

General payoffs are:



’ \ Settlement \ C wins \ D wins ‘

Complainant zV —p V—-n-k n—k
Defendant | (1 —z)V +p n—k V—-n-k

Equilibrium Behavior

Case 1: Suppose ™ > L (strong complainant)

Then all third parties will join the complainant, so p = n and o = 0. Payoffs are:

’ \ Settlement \ C wins \ D wins ‘

Complainant zV —n V-n-—k n—=k
Defendant | (1—2)V +n n—k V—-n-k

Conditional on z, the defendant will play a mixed strategy s* (x) if and only if:

2n (1 —
1-2)V4+n=01-p)V-n(l-2p)—k < x*(ﬂ',n)zp—l—n(#p)—i—k
The complainant’s expected utility from =z is:
EUc (z|m,n) = s(x)(@V —n)+[1—s(z)][pV +n (1l —2p) — k]
E
8850 = s(x)V+s(@)(zV —n)—s(z)[pV +n(l—-2p)—k]=0
B 2n(l-p)—k s(z)
e e=pt \% s'(x)
So:
2n(1—p)+k 2n(l—p)—k  s(x)
Pt v =pt 14 s'(x)

S0 () = s
= s"(z) =exp (_mV + F)

"
xzV

Define z} = min{z* (7,n)}. The settlement probability is always an interior value if and only if I' <

No type of player ever has incentive to deviate downwards to a demand = < z7 if and only if I = GEQLkV This
ensures that:

s* (x) = exp (_ (@ ;kxz) V)

The complainant’s expected utility from the bargining-litigation subgame is:

Bo(mn) = s* (o (m,n)[o* (m,n) V = n] + [1 = s* (2 (m,n))] [pV +n (1 — 2p) — k]
= pV4n(l—2p)—k+2kexp <_[$ (7‘&',72};9%]‘/)



ch (71', n) - aBC (777 TL) _ @ _ —
- — 3 = 5 (V-2n)+1-2p

—exp (- 2 (. ”Q)k_ i) V) [g’; (V—2n)+2 (1 —p):|

_ |op [z* (m,n) — 23]V
= {ap(V 2n) +1 Qp] [1 exp( ok
(D T
[ (m,n)—z1 ]V
exp (— TR
o g—];(\/—2n)+l—2p(7r7n)— ( i) >0

1— exp (_ [m*(w,z)kr’L]V)

So for large V, strong cases will want to promote because g—z > 0.

Case 2: Suppose m < 1 (weak complainant)

Then all third parties will join the defendant, so p = 0 and ¢ = n. Payoffs are:

’ \Settlement\ C wins \ D wins ‘

Complainant zV V—-n-—k n—=k
Defendent 1-2)V n—k V—-n-k

Conditional on z, the defendant will play a mixed strategy s* (x) if and only if:

1-2
1-2)V=Q0-pV-n(l-2p)—k < z*(m,n) =p+w
The complainant’s expected utility from =z is:
EUc (z|m,n) = s(x)(@V)+[1—s()][pV +n(l—2p)— K]
OEU,
U0~ @)V S @)aV) @) [V 41— 2p) K] =0
B n(l-2p)—k s
e T=pt %4 s'(x)
So:
n(l—2p)+k n(l-2p)—k sz
* 14 Pt v §'(x)

& () (if) = —s(x)

= s¥(x) =exp (3;‘]; +I‘>

xV
. 2k
No type of player ever has incentive to deviate downwards to a demand x < z7, if and only if I' = mQLkV. This
ensures that:

Define 23 = min {z* (7,n)}. The settlement probability is always an interior value if and only if ' <




5" (x) = exp ( (= ;]fi) V>

The complainant’s expected utility from the bargining-litigation subgame is:

Be (m,n) = s (z" (m,n))[z" (m,n) V] +[1 = 5" (2" (m,n))] [pV +n (1 — 2p) — K]
[z* (m,n) — a7 ] V)

= pV—|—n(1—2p)—k—|—2kexp(— ok

cha(;r,n) _ 33085:7”) - g—i (V—2n)+1-2p
—exp (— 2" (m, n;,f_ 7] V) [gﬁ (V —2n)+1— 24
- [gﬁ (V—-2n)+1- 229] [1 — exp <_ o (mnz)k_ i) V)] <0
o g—i(V—2n)+l—2p<0
This holds for large V' because g—g < 0. So weak cases will want to prevent.

Late-Joiners

Model Structure

Continue to assume the same basic model structure and payoffs from the main paper. However, assume
that if the defendant rejects the settlement demand, then additional third parties can join the case prior to
the trial actually occurring. We assume that Nature chooses the number of these “late-joiners”, ¢ ~ [0, €],
according to density function g. We assume that the value of this random variable is not a function of earlier
filing decisions. Denote the expected number of late-joiners by: € = f; " €g(e)de. Conditional on a realized
number of late-joiners, €, payoffs are:

Early C wins D wins
settlement panel ruling panel ruling
Complainant zV —n V—(n+e —k (n+e) —k

Defendant | (1 —z)V +n n+e—k V—(n+e—k

Prior to the realization of €, the complainant’s expected utility from trial is:

€H

Te(mmn) = /[TFV + (1 —2m)(n+e¢) — k] g(e)de
0
= aV+({1-27)(n+e —k

and the defendant’s expected utility from trial is:



€H

Tp(m,n) = / [(1-mV —(1-2m)(n+¢€) —k]g(e)de
0
= 1-mV->_1-2m)(n+e —k
Conditional on z, the defendant will play a mixed strategy s* (x) if and only if:

Qo) Vane(-mV—(1-21)(n+8 —k & z* (m.n) = 74 "L =20+ +F

This is an interior value for large V. The complainant’s expected utility from x is:

EUc(z|m,n) = s(@)(@V —n)+[1 - s(z)]Tc(m,n)
= % = s(x)V+5(z)(xV —n) —§'(z)Tc(m,n) =0
- _ To(m, ‘;1) +n ;/((9;)) (©)
Since both equations must hold simultaneously in equilibrium:
7T_i_n+(1—27r)(n—&-€)+k _ To(mn)+n  s(z)
4 14 s'(z)
(2‘f> s(x) = —s(x)
= s'(z) = exp (;3:/ + 1")
Define 23 = min {z* (m,n)}. The settlement probability is always an interior value if and only if F < %

No type of player ever has incentive to deviate downwards to a demand x < z7j, if and only if I' = 2LV
ensures that:

5" (z) = exp (_ o= ri) V)

The complainant’s expected utility from the bargaining and litigation subgame is:

Be (myn) = s* (" (mn))[z" (m,n)V —n]+[1 —s" (z" (7,n))]Tc (7,n)
- 7rV+(127T)(n+e)k+2keXP<[ (W’;k)mv>

Note that:

ch (Tr, n)

= 1-21—-2(1—mn) exp(

o opm 2Pemn) o g s ne
V—oo 6n 2

— [ (7@;3 — ) V)



Recall that 77, < % < mwg. So for large V', 7w, promotes and wy prevents. Define:

A(m)

EU¢ (promote|r) — EUc (prevent|r)
nH+n nL+n

= / B¢ (m,n) f(n|promote)dn — / Be (m,n) f(n|prevent)dn

nH nr

1 nH+" ng
= - / B¢ (m,n) dn — /Bc (m,n)dn
n
L+n nr

By above, A (71,) > 0 and A () < 0 for large V. By the implicit function theorem, there exists 7 € (7, 7x)
such that A (7) = 0. To have an equilibrium in which all 7 < 7 promote and all 7 < 7 prevent, we must
show that 7 is unique:

nH+n nH
OA(T) _ 1 / OB¢ (m,n) dn— / OB¢ (m,n) n
or n on om
nL+mn nr
1 ng+n . v
= / [V —2(n+7e)] {l—exp(_[m (m;%k)—xL] >} dn
nr+n
nH * * V
—/[V—Q(n—i—E)] 1—exp —lo” (mn) — 7] dn
2k
nr
= lim 9A(r) 0
Voo O
So for large V, 7 is unique.
Comparative Statics
Analogue of Proposition 1:
ox*(m,n) 2(n+¥%)
i S e/ T
on \%4 >0
ds*(z) —(z—a3)V 14
ox -oTew < 2k 2k <0
Analogue of Proposition 2:
dz*(m,n)  2(1—m)
on N \% >0

Analogues of Propositions 3 and 4 follow from the equilibrium behavior described above.

Analogue of Proposition 5:

el (g () e

10



Analogue of Proposition 6: Recall that 7 is distributed according to density f on [rp,mg]. Conditional on
n:

s* (z* (promote|n)) = /s* (z* (m,n)) f(m|promote)dn
s* (z* (prevent|n)) = s* (" (m,n)) f(w|prevent)dr

N

The equilibrium probability of settlement is decreasing in :

0s* (z* (m,n)) —[z* (m,n) — 23|V V\ 0z*(m,n)
— ‘e"p< ok ><2k>87r<0
= s* (2" (promote|n)) > s* (z* (prevent|n))

Number of Third Parties as a Discrete Random Variable

Model Structure

Continue to assume the same basic model structure and payoffs from the main paper. However, assume the
following distributions on the number of third parties:

1 ; ne{np,ny+1,...n; +n} if the complainant prevents
or
ne{ng,ng+1,....,ng +n}t if the complainant promotes

where ng < ng + 7.

Equilibrium Behavior

Conditional on z, the defendant will play a mixed strategy if and only if:

on(l—m)+k

1-x)V4n=01-mV-n(l-27r)—k & z*(mn)=r+ v

(7)

This is always an interior solution for large V. Let T (7, n) denote the complainant’s expected utility from
litigation. Then the complainant’s expected utility from an offer x is:

EUc(z|m,n) = s(z)(@V —n)+[1 - s(z)]Tc(r,n)
= W = s(z)V +5'(z)(aV —n) — &' (x)Tc(m,n) =0
. To(mn)+n  s(@)

% s'(x)

11



Both equations must hold simultaneously in equilibrium, so:

+2n(1—7r)+k: _ To(mn)+n  s(@)
v v s'(x)
& (2;{) s'(z) = —s(x)
= s'(z) = exp (—kav + F)

This is always an interior value if and only if I' < E;LICV . So we can have a fully separating equilibrium in

which:

1 if v <z}
s*(x) = exp (W) if z € [z}, z%]
0 if x > 2%

The complainant’s expected utility from the bargaining and litigation subgame is:

Bo(m,n) = s (" (mmn))[z" (m,n)V —n]+[1 — s (2" (7,n))]Tc (7,n)
= a7V +n(l-2r)—k+2ks* (z" (m,n))

Suppose that n’ < n’. Define:

p = Bc(mn")— Be(m,n)
= (" =n") (1 -2r)+ 2k [s* (2" (m,n")) — s* (z* (7,n"))]
= ‘}ilnwp:(n/'fn/)(lfQW)ZO@Wﬁ%

Recal that 7, < % < mg. So for large V', type mr, wants to promote and type mgy wants to prevent. Define:

A(m) = EUc (promote|r) — EUc (prevent|)
ng+n nrL+n
= Z B¢ (m,n) Pr (n|promote) — Z B¢ (m,n) Pr (n|prevent)
n=ng n=nr,
1 ng+n nH
= — Z B¢ (m,n) — Z Be (W,n)]
n +1 n=nr,+mn n=nr,

By above, A (w) > 0 and A (rg) < 0 for large V. By the intermediate value theorem, there exists a type
7 € (7, my) such that A (7) = 0. To have an equilibrium in which all types 7 < 7 prevent and all types
T < 7 promote, we must show that 7 is unique:

a% 7(T7r) _ ﬁ n’:i; cha(:, n) éf; 8Bcasr7r,n)]
- ] S v e ()
. i (=) 1 - exp () V) }
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So 8%2”) < 0 for large V, which means that 7 is unique.

Comparative Statics
Propositions 1, 3, 4, and 6 follow directly.
For Proposition 2, suppose that n’ < n””. Then:

2(n" —n")(1—m)
1%

z* (m,n") —x* (m,n') = >0

For Proposition 5, suppose that n’ < n”. Then:

s (x* (m,n")) < s* (z* (m,n))

& exp (_ [z* (ﬂ,n;i— x| V) < exp (_ " (m,n') — @

[z* (m,n) — 23]V _ [a" (m,n") — 27|V
2k 2k
& x*(mn) <z (m,n")

54

This holds by Proposition 2.

13



