

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
		

		
            

		
		
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Efficient Contracting and Fair Play in a Simple Principal-Agent Experiment

	
    
        
            
            







    
    










    
    
    
    











			Institute for Empirical Research in Economics Working Paper No. 18

        

    
	

	
	
		
		
			42 Pages
		
		

		Posted: 20 Feb 2000
		
		
		
	

	
		
			
			




	See all articles by Vital AnderhubVital Anderhub
Humboldt University of Berlin - Faculty of Economics
Simon Gächter
CESifo (Center for Economic Studies and Ifo Institute); IZA Institute of Labor Economics
Manfred  Königstein
University of Erfurt


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Efficient Contracting and Fair Play in a Simple Principal-Agent Experiment

								
							
							
							
								Institute for Empirical Research in Economics Working Paper No. 18
							

							
							
								
									Number of pages: 42
								
								
									Posted: 20 Feb 2000
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  488
							
						

					

					
					

					
						
							
						

						
							
								
									Efficient Contracting and Fair Play in a Simple Principal-Agent Experiment
									

								
							
							
							
								
								
									Posted: 15 Jul 2002
								
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: October 2001

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We study behavior within a simple principal-agent experiment. Our design allows for a large class of linear contracts. Principals can offer any feasible combination of (negative) fixed wages and incentives in the form of return sharing. This great contractual flexibility allows us to study incentive compatibility simultaneously with issues of 'fair sharing' and reciprocity, which were previously found to be important. We find a high degree of incentive-compatible behavior, but also 'fair sharing' and reciprocity. In contrast to other incentive devices studied in the literature, the incentives are 'reciprocity-compatible'. Principals recognize the agency problem and react accordingly. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Principal-agent theory, contract theory, fair sharing, incentive contracts, reciprocity, experiments

	
	

	
    

    
	

	
	
		JEL Classification: J33, J41, L14, C91

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Anderhub,  Vital and Gächter,  Simon and Königstein,  Manfred, Efficient Contracting and Fair Play in a Simple Principal-Agent Experiment (October 2001). Institute for Empirical Research in Economics Working Paper No. 18,  Available at SSRN: https://ssrn.com/abstract=203290 or http://dx.doi.org/10.2139/ssrn.203290 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Vital Anderhub

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Humboldt University of Berlin - Faculty of Economics  ( email )

			

			
			
				
				
				
					Spandauer Strasse 1
D-10178 Berlin
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Simon Gächter (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute) 

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: IZA Institute of Labor Economics]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				IZA Institute of Labor Economics 

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Manfred  Königstein

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Erfurt  ( email )

			

			
			
				
				
				
					Internationales Buro
Nordhaeuser Str. 63
D - 99089 Erfurt
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      488

			

		
		
		
			Abstract Views

			    2,824

		

		
		 
		
			Rank

			  107,723

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				      153 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Behavioral & Experimental Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              943

                                    

                                    
                                        PAPERS

                                           18,700

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Incentives and Prosocial Behavior

                        
                            By
                                
                                
                                    
                                    Roland Bénabou
                                     and 
                                
                                    
                                    Jean Tirole
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Incentives and Prosocial Behavior

                        
                            By
                                
                                
                                    
                                    Roland Bénabou
                                     and 
                                
                                    
                                    Jean Tirole
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Incentives and Prosocial Behavior

                        
                            By
                                
                                
                                    
                                    Roland Bénabou
                                     and 
                                
                                    
                                    Jean Tirole
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Do Incentive Contracts Crowd Out Voluntary Cooperation?

                            
                                By
                                    
                                    
                                        
                                        Ernst Fehr
                                         and 
                                    
                                        
                                        Simon Gächter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Incentive Contracts Crowd Out Voluntary Cooperation?

                            
                                By
                                    
                                    
                                        
                                        Ernst Fehr
                                         and 
                                    
                                        
                                        Simon Gächter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Psychological Foundations of Incentives

                            
                                By
                                    
                                    
                                        
                                        Ernst Fehr
                                         and 
                                    
                                        
                                        Armin Falk
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Psychological Foundations of Incentives

                            
                                By
                                    
                                    
                                        
                                        Armin Falk
                                         and 
                                    
                                        
                                        Ernst Fehr
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Incentive Contracts Undermine Voluntary Cooperation?

                            
                                By
                                    
                                    
                                        
                                        Ernst Fehr
                                         and 
                                    
                                        
                                        Simon Gächter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Hidden Costs and Returns of Incentives - Trust and Trustworthiness Among CEOS

                            
                                By
                                    
                                    
                                        
                                        Ernst Fehr
                                         and 
                                    
                                        
                                        John A. List
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Honesty in Managerial Reporting

                            
                                By
                                    
                                    
                                        
                                        John Evans, 
                                        
                                    
                                        
                                        R. Lynn Hannan, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
