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Arrow (1974) argues that organisations are one means of achieving the ben-
efit of collective action instead of market transactions. Cooperation leads to
productivity gains because people have different and complementary talent, and
specialisation fosters efficiency. However, collective action requires solutions to
problems of coordination and conflict in situations in which the price mecha-
nism is suspended. Within that frame the allocation of decision rights becomes
relevant.

Especially in recent times, a flow of contributions has concerned formal mod-
els for the analysis of authority and delegation. Authority and delegation are
topics that belong to the intersection among the theory of organisation, the
economics of uncertainty and the economics of information.The purpose of the
reading group is to get familiar with that stream of literature.

The provisional list of topics is as follows:

- authority and uncertainty
- formal and real authority
- information and optimal delegation
- professional advice and experts

Provisional reading list:

Aghion P. and Tirole, J. 1997, Formal and Real Authority in Organizations,
Journal of Political Economy, 105: 1-29

Alonso R. and Matouschek N. 2009, Optimal Delegation, Review of Eco-

nomic Studies, 75: 259-293
Ambrus A., Baranovskyi V. and Kolb A. 2021, A Delegation-Based Theory

of Expertise, American Economic Journal: Microeconomics, 13: 373-419
Armstrong M. and Vickers J. 2010, A Model of Delegated Project Choice,

Econometrica, 78: 213-244
Arrow K. 1974, The Limits of Organization, New York, Norton
Baker G., Gibbons R. and Murphy K. 1999, Informal Authority in Organi-

zations, Journal of Law Economics and Organization, 15: 56-73
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Bester H. and Krahmer D. 2008, Delegation and Incentives, Rand Journal

of Economics, 39: 664-682
Bester H. 2009, Externalities, Communication and the Allocation of Decision

Rights, Economic Theory, 41- 269-296
Caplin, A. and Leahy, J. (2004) The Supply of Information by a Concerned

Expert. Economic Journal 114: 487-505
Deimen I. and Szalay D. 2019, Delegated Expertise, Authority and Commu-

nication, American Economic Review, 109: 1349-1374
Deimen I. and Szalay D. 2020, Authority in a Theory of the Firm, CEPR
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munication, Rand Journal of Economics, 35: 224-244
Gerardi. D. and Yariv, L. (2008a) Costly Expertise. American Economic

Review 98: 187-193
Gibbons R. and Roberts J. (eds) 2013, Handbook of Organizational Eco-

nomics, Princeton University Press, Princeton
Grenadier S.R, Malenko A. and Malenko N. 2016, Timing Decisions in Orga-

nizations: Communication and Authority in a Dynamic Environment, American

Economic Review, 106: 2552-2581
Harris M. and Raviv A. 2005, Allocation of Decision-Making Authority, Re-

view of Finance, 9: 353-383
Kolotilin A., Li H. and Li W. 2013, Optimal Limited Authority for Principal,

Journal of Economic Theory, 148: 2344-2382
Krishna, V. and Morgan, J. (2001) A Model of Expertise. Quarterly Journal

of Economics 116: 747-775
Li, W. (2007) Changing One’s Mind when the Facts Change: Incentives of

Experts and the Design of Reporting Protocols. Review of Economic Studies

74: 1175-1194
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Political Economy 112: s311-s335
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Review 99: 448-453
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American Economic Review, 100: 466-490
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