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Designing the Executive Incentives

@dfbb).\.goa

V€Y



5 e 0je> )3 gilae legige | (S &5 w3 e LS L slaygiS dlopu I3l il o Jlo Lg) (o)
5 pge oS Cusl ganl B (55 CaaSle sl " S b a8 padge laoles g ol )llas g pelas g6
oled B g gy cyire s 3 G s lubil Glil glapiille «lyyie (xilsd ls) ggeoee
JFS e S5 g 0392 (Jlo S Sl g (yglie ¢ Jits Lol il e 0 pracln ol (B eS Lia
S Lo Sl |y labiesd e gblio ] ciblone Jlo iy 3 5 olyhaloes (sl Sl Lbs) ool iam b Jole
2 9099 S dloyw g (sl )2 ()lITPB g it lasles 45T g x5 3590 0)lgen (5 b CoraSl>
a3lS plyis 4 onen 9 ML (o 85 lop I3l (S5 (sadles (sl adass g Lenglgl o el (g plote ]

D95 (o0 oo )5S lopu )il g (o3Uatl (KBl drg (bl 5 o Gl

Cypae S 58 CaaSb Joall)giod (a9 VWV SAUNY 0,6 )5 ol pl (L) Jlolee 8Ll 9 oorg: olojls pslaie e
Lo 050 by Coguas & V¥ V2 VA 50 3 0005 YA 500l ¥V 0 s Jeadljgiwd 0903 1a Ve 5 M1,
9 03¢ zylao (gddxie g alitre Llegdge 5 b ills 800 CuoSls Las Jeadljgtwd EM olo; 5l sl sauw,
Ml B8 9 oY dbow Llid)lS (ploplus a8 ys e (55655 slagiind il I il (slaolSad
sladgns o Jedlysiwd opl (glal linly o osely Clegsge 9 o yills clolpgl «Ylgu Cunl o0l Lo dlouo
WBlas g gy 3590 LPB ysb 1) 990 4 s o ) Bime ¢ Jgl ol g &) G s (5900 5l 003 e
Ol J) e ol by s )0 o1 536 5 (b CueSe Comnl (] oy 3L dawg g 23y L amd )5
Oll il sl S 38 (8 58 CueSle Joallyguod adllas g oy p & ()15 cpl sl 48,5515 a5 300

w2 o )] 39 g drwgi sladel p (gl jolaie & bl o Jud Cuxsg SUi) L g 3jhy

Glodl GUIS bl )3 g8 de Jeallyguod 3o (5 )b CoaS slradlge g Sleljll (a0 9 0590 ol plsl yslaie &
9 yixe o g 0jgldie S b SIS Sl (sl acgorme g Ve (pj9)d 5 (e Jold o8 3 CoaS
b bt sllae (35 58 CpoSls SIS Clilllas ool JH j g €85 518 (o 3590 55 (3390 53)90 Cllllae
oSl Jodllygiwd ladnd Jl (S p b &S ol anlas b ax pl5 5 .c8)5 )18 jas o 0l )0 o)y i
Sgstc sskite 4 Lol ise (53l oaly el ol A 5 (550 oSt Jaall gt Gogllao SIS ol os 4y (S
FEN g Cgae (83 CaaSle Jaslligiod (o) p 3 Gjle 4 b Gl (858 CuaSle Joalljgnd Ml

ool 485515 dg5 3590 (ol laityd 3 I L

A b LV ey Slelill gaobas g 3)lse e (55 CunS o slaallge Chrogi )3 (o yruse (ol
g il oo ol )l e (bjgal 093 (Sl 09,8 luds ()l olpl SPB (Jame bulyd (38,5
gl cdimnly ol b ©Molre Josllygiod yilas g9090 cnl Jl ke sl Josdlygiod plo Jlsl (6,5550
9 o)l Slads ()5 5 Jodlligiws 13 0l o Gl Sllatl dieS 5 Sy Cojrte dieS sl gl
) 4 b del oo @ g Joallygins Jgouto oS pib o3lisl (sl (bjgal slgiome Mg g (3 4aby o] s
Glanl 4 s 9 S b bowgs o]yt a2 ym il g 1l (6l g ol pl (88 CoaSle Jaallygiod Slall 2500 9
5 bl j g CUISS 685 5l 6yt (ol wloyw o> Sl colos bl 3 Jodlygins jho ) gy
oMol (6 yspen 1l gl il o ¥ o3lo VA 5 V) A ¥ sladty 3o loley (3lyg) Alinato 5 lid I3l dawss

Sl wals oyl



S Joallygins b o] it sl g a5 Sl Jadlgion Sl 45 385 adllae & peiren
alas {8 8 CuaSl 4 a2l (6)lds 9 5yl sl aili) )3 L iz (gt slo danlas ddlllas 5 plot
ol plo g Jgeidio (SloiS 2 el b cliw 3 (05 ConoSTle Jaallgtios ladiyd 5 LSyl cows 5l (50 L
2 P kg il Sl @lyie g SLIIN adllas taples Wl (ol Cansly (0 (5 b CuaSTe Joullygins 5l Slie oS
B o (S Sl Jodllygis JeSte Glalill skl g o0y g adlllan (35 )b CuaSTe Joull gt

b 4y badye (oo dil wn g (wlid)lS Olude (S > &S0 g b 3 el Sl )3 sl oy

ol § ool o elain] slataly g L3l IS S, he w365 5 1) Slohd leind oS b aSul 4y ki
CuoSl £gd90 4 25 )3 lrog)S e 5 (ISP (slasles 9 LU sl (S9B ciallog & L & Canl (65905 51>
YL Olsie & b 298 (ilwodly (sl 956 & jSie Lulgs bl S8 g 3L Bl (glofg v g8 (55
g o3 SS] lis b Ll (o (oo 230 )3 g Cawl 039 E9i90 ul S g 153 0)lgen arlayu li Sl
|y oo 9 pasdio slo)line g Laulgud (A3 350 )3 (555 CaSTe & bgsyo (gl lS 0351 Jas 4 ol
4 P8 CaaSl Joallgind (pgds ogad )3 1) (Sl L & i 480 G g0 1 jle Bib g (o9
3 LU sladles plo b (glod s g susie (slas) Ko chasyyd g 2o (63 (slmog)S | 2los s e cdyg] Joe
Obltles asels ¢ plus Glojls o sled o sladles 1505 Gwimed 5 (535 0 Ao 0lnl 55 y0 SO Al
2 51y (5 b CoaSle 4y il 3)lg0 g Slegdge oyl Jos 4 (il (5,5 g paastie (lul o)

Slad Sl ogad cpl 0 p5Y Slel il g ladgein) g odld )8 yide cou Sl

9 oo Olojlw opte Sl Cogad 4 YV VYA Zi50 13 opas YA 5 00le FY ¢ Juad & > wis el jgtwd
Olrl oogl B 5 Ol bl Ghgl (yg: 3 o adpdy (S 18 (8 3 CaoSls Jaalljgins 9 g sl 3l
AN 3 FY 0dlo 5 YV 0lo F'F 83lo 0 juas '+ odlo F 0dlo ¥ 0 it .100,5 3V ale WWAV/F/YY Counn

15,5 ol Lo VE-¥/- Y/

> o Wl 3 Lw cilisee s slo anbiae adllas g plotial t02 Joalljgis (o) g adllas olul
o 5l ccdlizee ladnd g LN casd Sl (S0 b anlas izes 5 (S50 CuaSls 4 ) kg
o) (il Connly (0 ¢35 b CapoSl Joallygiod I Slie a7 poludl ol g Jgoutio sleeS 3 (e el
SIS i il o LIS 15 0 e Sl gl dongs 55 po &S ilizko yuolic g olss] ol 4 g e alis e 1k

les by (IS canls o 5 0l 48,5 )18 Cbbes lagiine Jodlljgiod (ol plosil (sliwly )5 595 a5 &,




I oS le o)) gtuwd ciliseo 5350 b 5 o ledleS

P Jkd it eaiS Wl g o3l 0aGS pgl amdCgs wdad JSG b spiecila a5 o Ll olwlis
sl yo)l55 0 (S cusSls joaas 0 pbal sy g 0 plos! clolidl slidl pas g cuwl Sllas ciloladl
CuaSls Jgol g o) gilo &y d2g5 pas g Casl (538 CuaSl Jgol Blanl 4 ol glge jl (S Slojloyg
5 Jgol sloml cplpls djlw o JSia ) arlopus S5l 5l Jlo el g lonpayge 3 LS pb oy polss o3850
oS B> cule) g Cudlad e sl car 3 Jedllygies il 5 (858 oSl S )1 cole
Copde y $ NS0 (sl P8l Ul 5 > cledbl olylaples b 33,5 o el yal ) il (65905 e 63
dod g8l Cuax > sllbaie Gjgo 4 LS 18 s 2l & Al (liebl 5 Wl andl |y CooSls anl 3 5 )b

g oo odlatwl oyl 3

CaoSl Joalljguod cilisee ylainyd g GHIH0l Cand I (S b asbas g osal Joo & wyp ol uieen
5o (55 b CaaSl Jodllygins 5l Slie &S Loldl plo g Jaeddo SLeS pd Glpde (ploplus dle (S50
@ SSUS polie 98l (o (6,500 [Vl )Y &l)jhe 5 (1iled (Al a8 25 oo dlan Mo tuled b)) (285 s
Eyo9e Cpon & KIS (o 186 ] 0 b Wad (oo e Joall gt ciliee gla 5w I 05 JSB g Joda gy

A3 g0 )3 58U Cot Hla 1y (550 CueSe Cunsg 2Ll g )l g Ll lhatl (Sao,



e Sl syt Jollgisd I 7o b g 55503 oY1 0¥ )y o 9 ety

Jorll g Oy
s oledbl glidl slal Jodlyjgiws @
L 235 oA
EMelas o9 5 M) gLzl Lol Jadlygiss @ Pl ghsh ik o @
53 g s ol dialy oloes] Lt (Jlo sladles g bl dnwgs (6 @
b datne oyl Slunwga Josllygis @ | gl 0¥ 9 WI) Cguao )5 (66 @
SlML! 513 23555 0550 ol yal Josllygiws @ WY Cgae )b (6B I and
S
ey Sl abs 3515 6!
ool g ol dnwgs 98 VY 3le lal aclippl @ | LM SLENY 0)lad (g s 5l @
L J dly o]
Galises oS 1 o golio dges gl aslislsl @ | Sl Glisge T o5l (gylulus 3)lubl @

S ] ogng sl illy o) e 5 ool 03505 ] 395 (el ] sy il (535150 2 Lo gy
Sl Madgu 9 D98 SIS (35 b CunSl x Jaalljgiod (il ooly (Jae Ll yd 4 4295 358 o0 ol
Sl)yyie g oyl Mo b o (55 1 CanSls Jollygiund Canl phune aul Lol 15,5 1,3 clae 5590 L5 a8 515 35
Oplg8 > & Cunl (93190 (oalljgion iz (93929 4kl 105 C)ls 4l eSS ) )5 ()96 aler 1500
a5 Mol g b 5 3 sl 00 oy g Llod bgs e @l e g oysled sl 13 b ybs 6 dlar 5 S0
Q@ e &S Ml oo oy 5L drwgl dojY g Miedgw qohe Clegdge | S b CueSls Jadljgiwd Sl g,
CooSl Joallygiws dgu0 jolate 4 Cunl (6)9p8 (nlpli 9o bl @8) 5 (2ol cdngs ()3 y1uS gut
33,5 (xS ols M ol cob jl S s Jlos! ooliiwlgu 1 g 29 indloyls ] (sla swlS jogas 3 5y

eleinl (o ((Kin s blpd 4y dagi b g Wlos ) 1y deugd (Fu)l yius o 5> ilisie (slaygiS )5 oS 5
S 2, Sas Wlgs B sl 031y dawgi 1) 095 4 jastin S b CunSle (661 (6508 2 ¢ eSad e (g3laidl 4
9 2,15 g2 Ll (5 pb CaSl Bpae Dol 4 &S (098 Jho @ |j 3le (los dxg cnyine 4]y 395 )8
dos 4 o b))l (bl (Shleiiny jolaie ol 4 €Sl canlio 3)l50 plad (sl 457 )05 3525 (Jao puimen
Sl 325 2 4 ol )] g Jodlygtd Cunndg S9:00 sl Lo y1a5 3590 ol aroms bl b (28,5 i 3 g ool

D98 s



@)l (P8 Sle) 9y &g gl po3l g bl Gligl Sk (Pl eMal 392 Gl @ a2 L
g JsoSS el LB > a8 b cueS s Cloll g 0350 okl dgnge Cusyd | Do o dlpiuiiy
ey gpl 2 onygld al ik S b ple Joed e ploj o U rieen 205 ol
o 05505 395 EMU 5 0055 8l Jlo (stasles (e ool 555 s Jadgid
b9 0,8 o pd Jol5 job o |y Jbo sladles o flpib Jolds asloyws L o Jled slacs i
e S 5 g chagio 5 S SIS 1 Ll S 4y b Jodl 510> (58 50
5 pizpan Al e o3 b by 5 ilisee (slo g balges oo slosles by
39 03 L sl Jall 9203 53 (6153l T3k byl (5 58 ceSl Ll s (g6 Lo

23,5 pliia (gloygd 5 patuie Gygo & 4B)S g sl Jass g Cule) 3)lse

il y8 5 slite Clegoge gl e (eS8 & aladgain; o b 4 plo wiles
S0 5148 Ll sla 95y (ol Gl 5 g, sl i 1S5 53 e e 1
305 )18 pges LSl > gl g Sl cnl9 33,5 dbml b colu 3 3980 ©8L)d (rdgedtie

Wled S8 ol ygiwd i cole) g 1l yondd 3)lae 9 Slolpal (ials & b

Haise iyl 73 938y SllS il s Jallygod (e (3160 5 ile LS
gl dbsiyo (slo Jadlygiuns olad 4 )03 Slyyie 4 0 o3l gl lse @S iy, Ol
by wal pogad (pl )3 29d pSele (Jeb Jedlliguos ) Jlaisl (a8l g IS5 1 g 295
Ol Jl 5 (wplus dieS Wilon) 398 0313 gla )l dbgyo j5iie &) Shlatl 4ieS 5 Sy e
Slaly JSt5 LIl g p3lSo joguad )3 izmen 23,5 ()08 Joallygtuns (520 )3 gl wadins
aS oyde Chud jyoudiio b Cuwl 03 olaidl 353 & |y pow Juad | slodes iow &S 0 pie Ciun

5 0 e S oz ol bl 3 g it cul osd ol

ol Blod 1 olhbb cglas 4 asgi yeus (Joallygiwd 3 o lo lanl g Slll LS
S b oS iy g i)y o B 95 1) 5 pitio S 15 (sl oS5 slaasly
2 oSl 2oy & el 5l ke plgie 4 euil 28l 1y Jealligiod yio slpl g <ol bl
slacl LS5 1 jogad & bdwog pl 0 dad o )l Chblbre |y opte la 0 Joallygiws
Chb oS ) iliee (lacueg g laCuuiy i uoren g (Boi> (5 ] (o (sl
Ol sl 1S paouad j Lawsiie (lyeline 1 ealaiwl (S pa alby S8 g Jole pyie g oo
Al yips 6 e Sl g6 pde Sl Cuwyd 3,55 5 Hlid b 40 cuvlio jlws Slano gy Ailgi o 0y 00
Olpde p3Y 5 pogad 13 byl wal 8 1) 405 o sy (il e 5] gl (lojSl g
OB WY ol 4l al b 5 o plie W ale 1 il 05)] lpde sl ]y ol Glgee
Sl Bl 86 a2l a5 lpde 5 lpae oMo 33U Sl 1) 2500 drogs bl dngs



B 55 555 0 Sl g 635 e oy Jol ol SLaiBl 1S5 b slasles 5 o8 psilen S5l
hcaliee oland )3 g5 adllae (63,09 iz 9 dwogi (nl 2950 HLal ) 3929 (sl 49,
2] aitonn e 3 oo (Slodt3 g 303 Gl | Ll olpte o S5 gS5ly 5 Cogid
21y Ll se Glaldl gw g o 4 eS8 > g ad EalS |y a8 b cueSs )l o )l yawl
939 4td Joallygd pogat )3 (oSS slaasly g ladgein) conl oY (plply a3l 4l

23,5 £ 395 40

e o Jo plie cpVladon 5l @3l3) sl Joallygns cnl 3 (ot QIS 2SSl 4 295 L 0
il colail o5l bl cul 008 8133 w5 uplas sladiaS sliasl ( B3 L plos
e S 5 e slael o Ll Mol s, b b 355 s Gl p3¥ Lol o g ks lolo]
153 ol qwplus pte g (owplus dieS glacl (ogad 4 Gl dals 5 L gg
23,5 Juols 55 diej (plyd Joddljgiwd joaie laal ¢ ailes

S gloals ol SL (i) Jlo slasles oMo w3l dilolw 35 9 JIS 0 2990 CleMbl 4y g b @

Can Mo g Sl ol 5 JuaSS g 2ol g 6 i Ol guae Ales o &S byl yis dalg o181

3,80 oyl o 5l S s Sblas] aieS o)l pl drwgs 595 VY odle ol oyl alos 5 Jas de gla

5 0pde Chid slacl flaie a4 dly8l 0,8 WK Ay pioren Bl asls |y olys (8 yme S

Ci Clld ()15 ) wllasl aieS bwgs Joleyite g 0pde Ci 3)Slas b)) g Jole e
255 )8 hhelews Jisl )3 BlAS 5k 4y Cy e (gl SIS L g o e

oo > 039 4 (o plpte g (o sladled o pil (e 6318y Jgol g bajlomin slie b lo 510
5 Sy 59y 4 sl Ol pss cows 9 3945 030 i3y )l 4 g 9 ookl Slojle EMS] Ceond O

OBl &5 3l (996 0 S 18 galone ()15 2 silej el Moo (oolod B> cle) sliwly 3 @
45205 o 55 & oges ol Gl 5 2yg) pald 1) el iy don g Jlub jpi>
o b oaan B gle o)l 0 pelme ()15 5 5l g 23,5 el lilaelos b okl Sl 1Sl
(el 9355 (6)1355 S o d2lge Al L) jpln (Sl &S g Clebe (Sloil b bl ¢ lilass
DS oyl lylaeleas g yiwd 1 calio K6 g yloj 10 (B e 4y 5 D b leMbl aS wil

Sleldl (52305 5 aslepu 15k 53 ()l slader § SSL Cato )3 (3L il jpas 4 ax gl

CaaSb Jadl gt (gbinly )3 10 5les aw o o p)Y (Sinlon dal ) (55 CoaSl> 18

S 1 CaSl plosl g il (il 1 Gluebl g @)l slads ja (GalS jolaie 4y doly (S,
2y Sygo L 3lse ()55l

2l Gla Ggde 5ige 0,508 55 9 (S b CuaSle Jodllygid July dzyp ol Cilas jogad )3 pizeen
29 o0 Sedudn Aisej il )3 25 3,190



S b Sl ogad )3 Jie pwplus 4Bl 515 pl3)1 @

WS b s pol g oy SLlF > (08 CueSTe sy g5l (it Lgxle @

o 8lyel Hliml bl jo o8 i cunSls sla g5l pily bodo @

0 ytiie ogas SoMI Loll 3 558 CuaSlo pllas sty 43, o] @

S 53 oMl 5 bl gt a5, plsl @

kS 38 Glde Cap Mo a0l 5 (8 08 CuaSls Cupmdg ()5 bld @

Aidy50 (5 45 Sl syl g5l gl SaiS 8 S Bpie (i g 500 i ®

byl JolS coley (sl Slle Botio b j Cadlid 5 (25Kl (g pdy Culginn Sinjh syl @
o X5 5 5)lules

sl ad b g (Sloy j 4 5l Cansl 0 jyhe (351 ConSl bt Jaallygind )3 &8 (BJIS 5 Clolill 4y g5 Ly
Bl (oo b opde Ol bawgs cogual Hlanil > g plaS] 555 150 457315 g2 5L 3550 LI

Sy oS dig0d j5ulio 45 ®

Sblas] dues diged joudio dps @

opde Ola Cullid dged (515 Slu)jey @

S pde (G ypmndl digad (D)5 Slwyjap @

Ol plus (S Sl (558 CuaSb Cand So (STL @

S 7 CaaSle g9 b basye bjeal 0)9d lgie gk g Hlb @

0355 o5 (A sl i 53 45 ael Jae 4 LBl ol 0ad ololis sla il 5 b gy 0 425 L
33,8 oo iy 525 b 4y sl plol B Luws blSal 31 oaliol L g 5 4 oS5 goudge i

Ol by L3l 53 00l a8 oy ()b SRS > (o b CuaSl el cole) (e (gl il oy @
Ol 35 0 b Jodllygon 9 ol 3ol 9 osg lojlo Jeallygins (olal

dlo g Sl )3 0ad 4 pdy (65l da SIS 30 53 (5 48 CaeS bl Cule) e (gl dulie () @
Olnl 35y domr Joallygind 9 )bl Glsl 5 rg Gloslo Josllygiws ol 32 ol



Olrl 55y don Joadlygin b Joles sl 9 rg Olojls (55 78 CuraSls Joalljgiod (sl duolio () @
oy g golr Joallygiws G ol 5 (9> Gl 18 Josllygiws 5 (lnl 555 10 b Jollygins



