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Abstract

The design of enterprises’ management institutions is one of the
most important parts of management system establishments. It is also
attract attention of managers and scholars. The traditional way of de-
signing management institutions is based on the theory of management
and the experience of enterprises. The paper aim to establish a theory
of designing enterprises’ management institutions, which comes from
the economic perspective. The cases in this paper are from the
enterprises’ practice and being abstracted and generalized and the new
theory is proved to explain these well.

Firstly, the paper analyzes the viewpoints of institutions in differ-
ent subjects, such as management, institutional economics and sociol-
ogy. Then combined with the characteristics of enterprises’ inner man-
agement institutions, the paper offers an institutional theory and a sys-
tem, which can descript the degree of management institutional stand-
ardization form quantitative analysis. The concept of group of institu-
tions is also brought forward and can explain the equal degree between
enterprises and employees.

All the economical and social institutions, including the manage-
ment institutions, come from the external characteristics of different

behavior units. The paper establishes the concept of behavior unit and
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right of behavior, describes the external characteristics through game
theory. Every management institution has specific behavior units who
own some resources and have the right to control them. The behaviors
happened within the management institution were called the right of
behaviors. The goal of designing management institutions is obtain the
“Nash equilibrium” or “Pareto Optimality”. Based on these concepts
and theories, the paper analyzes the design process of management in-
stitutions, concludes the different types of designing institutions and
studies the institution’s inner becoming.

Definition of different unit’s rights of behavior and collocation of
management institutions is two of the most important institutions. They
decide the identity of different collaborate behavior units, optional fea-
sible behaviors and collaborate structure. Definition of rights and col-
location of institutions must follow the moderate principle, normative
Coase Theorem and normative Hobbes Theorem. The process of trans-
ferring the rights from the side, which was judged lower to the higher
side, is called allocation of the rights of behavior and can improve the
organizational efficiency. The cost happening in the process includes
three parts; the cost of allocating the rights of behaviors, the cost of
allocating and the cost of operating institutions. Because the dealing
cost of rights’ definition and institutions’ collocation are different, the
optional methods and their efficiency are different.

When one side betrays others involuntary, the efficient manage-
ment institution is responsibility institution. When one side influence
on accidents and damage, non - responsibility institution, strict re-
sponsibility institution and faulty responsibility institution is thé most
efficient way. When only the damaged unit take loss, the non - re-

sponsibility institution for the damaging unit is efficient; and when on-
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ly the damaging unit take loss, the strict responsibility institution for
the damaged unit is efficient; when both sides take loss, only faulty
responsibility institution is efficient. The designing of responsibility in-
stitution must consider other factors, including the workload of behav-
ior unit, the cost preventing accidents, management cost of running
responsibility institution, the right and strength of behavior units,
risky cost and financial restriction. Strict responsibility institution can
urge behavior units to take efficient way of preventing and efficient
workload. If the cost of preventing a external affair bellows the loss of
affair, strict responsibility institution is preferred. Otherwise it should
give behavior units some preventing criterion, which means faulty re-
sponsibility institution. The management cost of strict responsibility
institution usually bellows that of faulty responsibility institution. Ex-
cept that, the right and strength of behavior units also influence the
designing responsibility institution and the definition and allocation of
the right. And the risky cost and financial restriction makes faulty re-
sponsibility institution more efficient. ‘At last; there are many different
warps when implementing the responsibility institution. The different
warps have different influence on the efficiency of responsibility insti-
tutions. We should consider the practical factors when design it.
There are many voluntary collaborate behaviors which are called
commitment and management institutions in enterprises. The manage-
ment of commitment institutions aims to resolve two questions; one is
“which kind of commitment is efficient ” ; the other is “ what is the ef-
ficient way to do if one unit breaks the rule”. Because commitment is
collaborate behaviors, the process fits for “Pareto Optimality” , which
means it is the most efficient way. But under some situations, for ex-

ample, the unit has no right or ability to carry out its commitment, the
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unit was threatened not to fulfill its responsibility, the different units
have different understanding of the commitment content. One side has
more information than others, and so on, the efficient way is breaking
the rule. A risky commitment is adjustable. The cost of the efficient
way to adjust must bellows the income of continuing to implement
commitment. The uncertainty of commitment makes the behavior of
carrying out responsibility is risky. But it is unnecessary to consider
all the risky factors before implementing commitment, because this ac-
tion is costly. So the feasible way can keep the risk in a moderate
range and ensure the cost of preventing risks bellows the expecting
loss. Finally, the paper studies the efficiency of compensate for viola-
ting the commitment. In theory the most efficient way can expect loss
compensate completely and the institutions of commitment should en-
courage the behaviors beyond commitment, which bring more income
for units.

Key words: behavior unit, the right of behavior, Pareto Efficiency,
the design of management institution, commitment institution, respon-

sibility institution
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