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The employee incentives and team cooperation are very important
subjects of modermn personnel management researches. In the research,
game theory is a major approach to be used to study employee incentives
and team cooperation and also to construct the game theory foundation.
Incentive and cooperation are two important factors for companies to
improve the workers’ efficiency. But the two factors are mutually
relative and contradictory. In order to study one factor, the other must
be studied at the same time. Because a new studying tool, game theory,
studies the mutual influence and reciprocity between participants, and
the best strategies, and the competition and cooperation between workers
is exact what game theory studies, it is used to study the competition
and cooperation between workers. With a careful study of previous
researches, this dissertation will analyze the team cooperation and
incentive structure from five facets.

First, the team cooperation game mechanism without principals is
studied. Because of the limitations the traditional game theories in
explaining the players’ cooperation and Centipede Game Paradox,
secret-love game model is constructed to analyze the rational foundation
of cooperative game. And the evolving process from incomplete information
to mutual knowledge is analyzed. Two key links are needed if Pareto
Dominance cooperation is to become the only Nash Equilibrium. The
first link is disturbing the second-best equilibrium to make it breaking
away from the original equilibrium situation. This process may be

resulted from the incentives of exterior factors, also from the risk-
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averse measures decided by the initial property and financing abilities
of players and the differences of discount coefficient. The second key
link is learning and signaling. When equilibrium breaking away from
the original orbit, players will modify their type judgments, choose the
best behaviors, and send cooperative signals to others. For the second
link processing successfully, it is important that players should emphasize
long-term benefits while an infinite game term is not necessary.

Then, This article studies the connection between team cooperation
and incentive structure, the best incentive structure when there’s
sabotaging activities in teams. And agent cost is analyzed comparatively
with the best incentive structure when no sabotaging activities happen
in teams. The significance of competition and cooperation among team
workers under special conditions as well as the characters and capability
structure of team members and the organization structure of productions
in teams based on competition and cooperation are also studied. All
these studies show that although an increasing on piece wage rate and
the bonus disparity will not only prompt team worker’ harder-working,
it will bring about the problem of sabotaging among employees. While
reducing the piece wage rate and widening bonus disparity help to
eliminate the enthusiasm for sabotaging, employees’ working diligence
will also be lowered. If team members will sabotage and team cooperation
is rather important, enterprises should not use promoting bonus to incent
team members to work hard in equilibrium. Enterprises should pay

fixed wage equally to every one and piece wage should be adopted to
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prompt team workers to work hard. If there does not exist sabotaging
in team, in order to reduce the productivity measurement error and to
reduce employees’ risk cost, in equilibrium only fixed wages and
bonuses are paid to employees. The non-cooperative workers are willing
to work in cooperative teams while cooperative workers tend to reject
those workers who are not cooperative and reject working in non-
cooperative teams. If cooperation means much to teams, bonus gap
should be shortened as much as possible and even top managers
should be enrolled from outside. When products markets are favorable,
there is no need to guarantee the employees’ cooperation since adequate
competition does good to teams’ vigor and energy. While the market
is not favorable, enterprises should supervise employees to be cooperative,
but it will not be worthy if supervision costs exceeds agency costs.
Then implicit incentive mechanism based on occupational ideas
is studied. Employees’ current efforts and capabilities have effects on
future performance. Their performance will influence the capability
judgment from markets, and then influence their future payment. This
is so-called typical implicit incentive mechanism namely occupation
ideas. Occupation ideas and explicit incentive mechanisms are
demonstrated to be mutually substitutive, so the incentives in all
should be optimized. Young stuff tends to have strong occupation
ideas so explicit incentives can be relaxed; old stuff who is going to be
retired has usually much weaker occupation ideas, so payments should

be more attached with current performance. Implicit incentive
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mechanisms based on occupation ideas have powerful incentive effects.
The strong occupation ideas of young stuff can reduce the dependence
of current payment on current performance. And for those stuff who is
close to be retired, while the enterprise cannot provide promotion and
other compensative opportunities, their current payment should be
largely connected with current performance. Therefore, in age -wage
structures of enterprises, the occupation ideas of employees should be
taken into consideration as an elementary factor to optimize the total
incentive level.

Then comprehensive incentive mechanism is studied. The concept
of comprehensive incentives is brought forward, economic incentives
are divided into fixed wage, piece wage and bonus, and the relations
between the three factors are further analyzed. The influences of
employees’ capabilities, risk-averse, productivity variance and bonus
gap on optimal piece rate, also the incentive effect of these factors and
market price are studied. And the incentive effects of pyramid wage
structure and illuminate the nature of classifying stuff according to
their capabilities are analyzed. While fixed payment cannot spur to
create additional efforts, it provides stuff guarantee and promotes their
participating job arrangements, so it is fundamentally necessary. While
increasing bonus disparity, piece rate is beneficial to making workers
work hard, the optimal bonus disparity is in positive ratio to their
capability level. That is to say, the bonus disparity for the workers

with higher capability level should be more significant than that for



ABSTRACT"?> B>

the workers with lower capability level. The optimal piece rate is in
negative correlation with bonus disparity, in inverse ratio to the workers’
risk aversion and product variance, in positive ratio to capability level.
An enterprise should also adjust the optimal piece rate according with
the product market situation. But in equilibrium, if the workers have
enough credit or welfare, there is no need to pay workers piece wage.
Promotion based on relative performance can reach the aim of incentives.
An enterprise’s steep wage structure can be interpreted that in order
to incent workers to work hard to take back their bail, and that if they
do not work hard in extreme some of them may loss the opportunity to
take back their bails. So in general workers are not willing to change
their works at will. But in order to incent the workers can’t be
promoted to work hard, an enterprise should pay them proper fixed
wage and piece wage.

Lastly, economic analysis of mental incentives is studied. Mental
incentives and economic incentives are all important incentive
instruments, which are substitutive in incentive effect, and belong to
an enterprise’s tangible assets and intangible assets. An enterprise
should integrate mental incentives and economic incentives to reach a
better incentive effect. If workers have different prejudice, and if the
enterprise can provide consecutive incentive combination, all the
workers will select different incentive combination, and the workers
who select more (less) mental incentives will select less (more) economic

incentives. That is to say the enterprise need not worry about every
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worker’s prejudice, the incentive combination based on self-selection
can solve all the incentive problems that every workers faces. The
incentive structure should be based on the assets structure, which

comprises the enterprise’s immaterial assets and material assets.

Key words: incentive structure cooperation manpower

management and game theory
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