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In my Dissertation I use theoretical models to understand the determinants of the creation and use of information in organizations. This topic has attracted attention from economists at least since Hayek (1946) and Arrow (1971.) Indeed, many economists agree that one of the main reasons why the price system is a desirable means of economic organization is its superior use of the available information. Hence, whenever the price system is substituted by firms, governments or other institutions one should ask whether such alternative organization performs better in the use of the available information. In my Dissertation I study the strategic incentives of economic agents in various non-market organizations to acquire and transmit information, and the way to shape these incentives through the organizational design. In the first Chapter "Reputation with Endogenous Information" -Job Market PaperI study a dynamic game between a principal, who has to take a decision every period, and an informed agent whose preferences over the decision are his private information. The decision maker cannot decide on the employment status of the agent but she has access to a costly monitoring technology that (potentially) allows her to learn whether the agent has revealed his information truthfully before taking a decision. If the interaction lasts for one period only, the biased agent will not provide any information, while the unbiased agent will report the truth. Therefore, the principal will only monitor if she is sufficiently pessimistic about the type of the agent. Extending the model to an infinite horizon changes radically the result. First, if the biased agent cares about the future, he will provide some information in order to build a reputation and reduce the monitoring intensity of the principal. This reduces the incentives for the principal to monitor since 1



monitoring may destroy the reputational concerns of the agent. In particular, I show that in any Markov Perfect Equilibrium the principal monitors less and the agent lies more often when the principal has long-run motivations if she believes that the agent is bad with sufficiently high probability. The reason is that when the type of the agent is uncertain, the principal can free-ride on his reputational concern, but once she discovers his type, this benefit is gone. I use the insights of this model to analyze various situations where players interact repeatedly in the context of adverse selection. For instance, relationship finance is typically explained in terms of giving more incentives for banks to monitor actively the behavior of their borrowers. Indeed, relationship finance allows current lenders to internalize the information externality they generate on future lenders. In this paper, however, we argue that this externality may not be positive, and, therefore, the bank need not provide more effort under relationship finance than under arm’s length lending. Similar intuitions arise in other activities, such as tax-auditing, political expertise, etc. In the second Chapter "Information Acquisition and Transmission in Networked Organizations" I analyze a game played by a group of agents who receive private signals about a payoff-relevant parameter and may communicate it to other players to whom they are linked. After communication takes place every agent must choose an action whose payoff depends on the realization of the random variable. We derive a key condition that ensures truthful communication and show that it is only satisfied if the original networked information structure belongs to either the regular or core-periphery topologies. Since the degree of substitution between the information one acquires and the information one obtains from his acquaintances depends on the truthfulness of communication, it turns out that information acquisition is not monotonic on centrality. Finally, we show that the qualitative results hold independently of the number of rounds of communications that are allowed, if players stop communicating as soon as they undertake their action. Finally, in the third Chapter of my dissertation "Incentives, Decision-Making and Information Technology" I reconsider the challenges faced by a multi-divisional organization that must trade-off adaptation for coordination. We introduce the possibility that local units perform costly actions, contingent on their private inforamtion. We analyze the role of the information obtained by the Headquarters about those actions in the 2



performance of the firm. We show that committing to seemingly inefficient information technologies may be useful for the firm as long as coordination is sufficiently important. We relate our findings to the empirical literature on IT and organizations.
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