

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    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
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Incentives, Information, and Organizational Form

	
    
        
            
            







    
    










    
    
    
    











			Al. 187 WP 331

        

    
	

	
	
		
		
			35 Pages
		
		

		Posted: 19 Feb 1998
		
		
		
	

	
		
			
			




	See all articles by Yingyi QianYingyi Qian
Tsinghua University - School of Economics & Management; Centre for Economic Policy Research (CEPR)
Eric Maskin
Princeton University - Department of Economics; Harvard University - Department of Economics; Massachusetts Institute of Technology (MIT) - Department of Economics
Chenggang Xu
University of Hong Kong


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: 1997

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We model an organization as a hierarchy of managers erected on top of a technology (here consisting of a collection of plants). In our framework, the role of a manager is to take steps to reduce the adverse consequences of shocks that affect the plants beneath him. We argue that different organizational forms give rise to different information about managers'performance and  therefore differ according to how effective incentives canbe in encouraging a good performance. In particular, we show that, undercertain assumptions, the M-form (multi-divisional form) is likely to provide better incentives than the U-form (unitary form) because it promotes yardstick competition (i.e. relative  performance evaluation) more effectively. We conclude by presenting evidence that the assumptions on which this comparison rests are satisfied for Chinese data.   


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: D2, D8, H1, L2, P5

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Qian,  Yingyi and Maskin,  Eric S. and Xu,  Chenggang, Incentives, Information, and Organizational Form
 (1997). Al. 187 WP 331,  Available at SSRN: https://ssrn.com/abstract=60829 or http://dx.doi.org/10.2139/ssrn.60829 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Yingyi Qian (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Tsinghua University - School of Economics & Management 

			

			
			
				
				
				
					Beijing, 100084
China

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Eric S. Maskin

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Princeton University - Department of Economics  ( email )

			

			
			
				
				
				
					Institute for Advanced Study
Einstein Drive    West Building Room 318
Princeton, NJ  08540
United States
(609) 734-8309 (Phone)
(609) 951-4457 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Harvard University - Department of Economics  ( email )

			

			
			
				
				
				
					Littauer Center
Cambridge, MA  02138
United States
(617) 495-4167 (Phone)
(617) 495-7730 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Massachusetts Institute of Technology (MIT) - Department of Economics 

			

			
			
				
				
				
					50 Memorial Drive
E52-391
Cambridge, MA  02142
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Chenggang Xu

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Hong Kong  ( email )

			

			
			
				
				
				
					Pokfulam Road
Hong Kong, Pokfulam HK
China

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      651

			

		
		
		
			Abstract Views

			    7,935

		

		
		 
		
			Rank

			   74,442

		

		
	


	
		
            
            	       66 Citations
		

	

	
		
			
				       26 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    HKUST Business School Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                HKUST Business School Research Paper Series

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

                                
                                    
                                        FOLLOWERS

                                            4,713

                                    

                                    
                                        PAPERS

                                              967

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Kai-Lung Hui at Hong Kong University of Science and Technology - School of Business and Management

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        A Theory of Firm Scope

                        
                            By
                                
                                
                                    
                                    Oliver Hart
                                     and 
                                
                                    
                                    Bengt R. HolmstrÃ¶m
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        A Theory of Firm Scope

                        
                            By
                                
                                
                                    
                                    Oliver Hart
                                     and 
                                
                                    
                                    Bengt R. HolmstrÃ¶m
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        On the Design of Hierarchies: Coordination Versus Specialization

                        
                            By
                                
                                
                                    
                                    Oliver Hart
                                     and 
                                
                                    
                                    John Moore
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            On the Design of Hierarchies: Coordination Versus Specialization

                            
                                By
                                    
                                    
                                        
                                        Oliver Hart
                                         and 
                                    
                                        
                                        John Moore
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On the Design of Hierarchies: Coordination Versus Specialization

                            
                                By
                                    
                                    
                                        
                                        Oliver Hart
                                         and 
                                    
                                        
                                        John Moore
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            When Does Coordination Require Centralization

                            
                                By
                                    
                                    
                                        
                                        Ricardo Alonso, 
                                        
                                    
                                        
                                        Wouter Dessein, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            When Does Coordination Require Centralization?

                            
                                By
                                    
                                    
                                        
                                        Ricardo Alonso, 
                                        
                                    
                                        
                                        Wouter Dessein, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Reallocation of Corporate Resources and Managerial Incentives in Internal Capital Markets

                            
                                By
                                    
                                    
                                        
                                        Sandro Brusco
                                         and 
                                    
                                        
                                        Fausto Panunzi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Reallocation of Corporate Resources and Managerial Incentives in Internal Capital Markets

                            
                                By
                                    
                                    
                                        
                                        Sandro Brusco
                                         and 
                                    
                                        
                                        Fausto Panunzi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Incentives in Internal Capital Markets: Capital Constraints, Competition, and Investment Opportunities

                            
                                By
                                    
                                    
                                        
                                        Roman Inderst
                                         and 
                                    
                                        
                                        Christian Laux
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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 Â© 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 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
