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An Empirical Study of Agency Theory: A Case study of Aloha
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Student : Rei-lin Chen Advisors : Chyan Yang

Master Program of Management for Executives
National Chiao Tung University

Abstract

Safety is a major considering factor of passengers taking a
transportation vehicle. For a passenger transportation company, to ensure
passengers' safety is done by entrust the drivers. From the agency theory
perspective, the company-driver relationship can be viewed as
principal-agent where the company is the principal and the drivers are
agents. The principal-agent relationship is binded by employment contract in
so doing to ensure driving safety.. Normally, the payment to the drivers
mainly is based on the driving mileages that might easily lead to fast driving
to accomplish the task assuming the drivers are economic men. However, the
company would put its first priority in safety driving for earning the
customers' trust and preference in‘advancing its competitive advantage and
operating profits. Consequently, there must be a conflict between principal
and agent in seeking their goals. Therefore, this research is to investigate
whether if when principal has sufficient information about the execution of
agent's behavior the agent would behave accordingly for the benefit of
principal.

This research uses Aloha passenger transportation company as a case
study. Aloha tested the VDO information monitoring system in the year of
2004 and deployed the system in 2005. This research is to find out whether
the deployment of VDO system, i.e., when the principal holds sufficient
information to ensure the agent's behavior of doing contra deeds, the drivers
would help the company achieving the company’'s goal or the company's
competitiveness is improved. By the comparison of driving records of
before and after the installation of monitoring system, and the comparison of
Aloha and its competitors' driving records this research would provide a
relatively objective observation and analysis. Three sources of data are used
for empirical analysis: the internal driving records of Aloha, major emergency
and accident statistics from highway police bureau, and the customer
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satisfaction survey are used for this empirical research. The multiplicity of the
research data is one of the major contributions of this research whereas a
longitudinal data analysis is the other contribution.

Through the analysis this research confirmed that the accident rate of
the company indeed is reduced after the installation of VDO system. When
compared with competitors, Aloha enjoyed lower emergency and accident
counts from the traffic authority. Moreover, Aloha is ranked the highest in the
ability to ensure the passengers safety and customer satisfaction. This result
demonstrated that when the drivers (the agents) know that the company
(the principal) holds the driving records which reduces the asymmetry of
information, the drivers will try their best to comply the contra behavior. This
observation confirmed the point raised by Eisenhardt (1989, p. 60): " When
the principal has information to verify agent behavior, the agent is more
likely to behave in the interests of the principal." The principal (Aloha)
ensures its safety to passengers and advances its competitive advantages.

Keywords: Agent theory, Principal, Agent, Aloha passenger transportation company,
VDO system
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= RREH
2.1 #@E3% (Agency theory)
2.1.1 IR IDE AR R B PR
1. RIEIEH A R

RIRIB L e e g £ 1960 £ {1970 & 5 #p > HARE Ro
FEAR B A2ZFS B2 Bk g~ (risksharing) (&4 Arrow,
1971; Wilson, 1968 ) » s #f < )1%#.7 g EIEPLy 2R Th RN
TR € F TR A ERARGES, o NIEID AR AR R A
je o AT @ g e T SILR Ag(agency-problem) o # jAGLE & (T
L4 2 fpenp 2 1 TR PR ¢ A 4 IR A (Jenson and
Meckling, 1976 ) -

IR IR G ey i P T AN IERE R TR chd 3o A
(principal ) %221 7@« (agent) » PR LD

T 5tk e g d & & (contract) ‘,‘%jﬁl SN Rk R e B

[e]

2. IR W R,

MIRIR G AR RAS B IR Y A 4 hR AR S I AR -

A2 G AR F (1) A3 A e m A g fAp R 2 BeR

5



PFof (2) §AFAAZEP ARAI T FNTE I AR
FEM RIE A B Rl P APEE FIREE S R opFe B AE S BB e A 4T
SlAseB T U A g A AR IE A G A R OR G R e P

Fl 5 * ek e AT 0§ ERT B ORERG o

RIBIBE 4T B m B AT £ 20 A fr R IE A 2 PR R enE K &
PIEAHE R EN AT R S enz N ¥ RS FT B

Cfbeh (Blde Dl F TSI R R AR ) S Bk e (B4

FREAGE), v 5% Eram g (6 0 £ SRR ERES)
= ;F}]‘ » ¥R — ﬁ;ﬁ_ ‘]ﬁ'& 75 -'-|‘ ? ;?;L.Z-fx EEJ.IEJ.;{U\J E‘f’l’}‘%;{rﬁﬁg{:”&%\ 1

( Eisenhardt, 1989 ) -

(1) #F % (compensation) ( Conllon and Parks, 1990 ; Eisenhardt, 1985 )
(2) % %% (acquisition & diversification stratages )
(3) &% ¢ B % (board relationship)

(4) #&73 #Efrp4ir % 1‘; (ownership and financing structures )

(5) #£=& & & (vertical integration )



(6) £]#t (innovation)
BRI NI aps - 48 T % (relationships) o
3 A e NI 2 kA STLRAE 6P AT S

¥ {7 = (cooperative behavior) crf/w » e & % 5 % [ p Rich &

R o

~

g P B
At H o LR friI@ A 2 FenF ¥
A PR, o Al
° "ﬁ P el
o b [GABE
BN o Q& XTI iR
o I i¥ 4§ sk
ki e FTHREAFHE HLE &
Z R o MIRAL (MR 'G{ridER)
o b4
R R 3 o A Afrlam Az Benpl iy R ahp R L

Bk & i £ B

f% R Yp > Eisenhardt, K. M. (1989) “Agency Theory: An Assessment and Review,”

Academy of Management Review, Vol. 14, No. 1, pp.57-74



212 RIBIBFH AR

d FgAE (information economics) ez # k5 » RIZILG e
B agi R Aul s TR & (positivist agency ) | it 2@ 54
e F£ 324 -2 £ (principal-agent) ; eni 3232 % (Jenson, 1983) o F i
= ﬁ IRy
(1) #f dple chadr H i (& L5 L5 A e A 2 B en )

(2) #£F £ PP (2 354 1 BRfeF R GER)

(3) LA B A HEEAR 5 > 49 RB AL LD -

1. i &R 1234 (Positivist Agency Theory)

P & A ] FRERARA A P AR L BT G R
AR s ARk BN A g APRGEF 5 (self-servicing
behavior ) g RS o APPOT L A -SRI A T g » FILA EBFY
BV RIS v AR FENFE LR T D L TR 6|

oy aekmz P adey fr‘;IT&?F’&mi“’- T2 AR 4 o

FEIRHBEE R G o FEA KRR AR TR N RR A hE
t84f > § F Eisenhardt (1989) & FEL &jnin™ G & NI T A B A

5k

331 FE R T A2 % (outcome based ) | 3 5 B A 1@



paskeEd §FETANRESE g gR R A frd 22 A i
FRGE - A R PR LR P & T

(self-interest) | shffr3 #jp > o
PRI BTk A T o] (NIR A s A
(opportunism) = 3 » F] 5 &d ?\;% Gy £ 3L AT '/ﬁ"iﬁ &5m 4 g
B A R g G e e < B e

AT R A o
2. A3t 4A-181@ R gk 12 1@ R 0(Principal-Agent Theory )

R DA AR A 2 RIBIB G Rt TR R L 3R A e
A2 R e B85 CPIEGBREYNFSI G 0 o BA-ER
BEF-FF A 2B g 2 E w4 i (Harris and Raviv,
1978) 5yt BRegF B oo ehipgh ~ BB 2 BILIER 0 X e F 3
SRT R IR o B TR HEL S | PAEESIe T L4224 -RTm

ek IR W o 'f;,*”iﬁ%&f”ﬁ LBz e, pERPE - XL TG FL o



AN ERARI TP G AT RGBT ALREEI PR

FREA-RIE ARG R R R TR FE L & T AN S

)

Shiz )= 2 (8472 - i g 0% X) - Eisenhardt (1989) %ggi - BEH
A hFNEI TE e A RB A 2 NG ORIEEE LR T A
B ERAOER T2 UA BRGEP JEEI R BT E R
£ 204 -(NIB A IR LRt BE B ¥R A R o
o {4 ¥ #°4] (thesimple model) i =

(1) 3= A eI A 2 [ 308 i Br R

@ 4 b rpel W

(3) AR A L £ A f Mk 'k ABwF (riskaverse)r F]a £33 4

R
v>\_

TS RMERT o mA ARG R %Y 2 (riskneutral)

o gt AR N AmEF I B AN EL ) @

RO G oaF o TR LA TRE AL L LR
AR | hiE T T AR S B R JREEL G

BRI A o
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b= ) * = 2 F3eh%k &) (incomplete information case ) * & 4p % 3¢

AF A R DA NIR A G iEAr L S A ERT 0 T o d

AR A A sl sl 7 A AR SR LT RRIEE H o
PRI E FE (1)L A eI A3 3 A enp
o Qi @A T B AMEF L L IR EAF Ao
A3 AN IE A JB AR RE B ¥R A 3R
g é/f;"%ifti'liéﬁk -RIRA R IER RS A G R o A E] S
(1) g4k *&/h & (Moral hazard ) : pen A R AG LY A =]
iR TE A 2 R e R e o o b
(shirking) o bl4e2 § BAR FER - 4 27 5 @ g2

AR 0 G T AGRR T R E L R Ao

7

g 3 FEIT o T2 0 FAFAREA DL TS FRZ R 2P

Bop fienicd pro FEF DRI L © blde FRPE T
2 %—v_#w;\ﬁig _g_}-g’:’# —‘Fl!z é._’é 1 f%ﬁpﬁ&ﬁ/é }‘Jl&"’rﬂ'b 7;; 4 o

A3 PTG Tk e & THER ) A2 5 FAETIIA R
PR E > 2324 0 B fiE 3% > Eisenhardt (1989) i ixdgut &

EETEREER PRI
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(FE#H- ) #Hd FEFH, R NEG 35 1 AT F DR A ke (B)de s 3

~m

%,

¥ & % (budgeting systems) ~ 3 2 & 42 (reporting
procedures ) ~ & ¥ ¢ (board of directors) 4 2 3§ 4v § L
% (additional layers of management) % ) v ;g £ 22 A

éflélj';&ﬁvf%;;,wua,@fw«ﬁ % 2 Fmehdk ) o &

Eisenhardt (1989) ¢.pt#% 41 T3 38 3¢

A3 T A TANEL o gL 0w Mm 2 TH RS

(FHE - ) H¥WARAFINEETE :JI}U@\ AR S sEk)
oo dEd B ARSI RERTIFRELA iz > XY B RS
&R I A TN & A T 1% (outcome uncertainty ) @ [

PIEEAS b " S RIEA s A ¢

TEEEES CETREY

BRI B R 6 AR % o

)

,gn

ad

THHEF A THEIRE & R A e o g DAY E S
SRS R p 2 LR S Bk S W N
BALLAT S A2 > FlAE SR GenF RS > P2t > H

—_—

AL F o i BRI R 0 A A AR (IR A hp

\“"1“-7

o4 Ahmed s He 22 T A RS i G
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G4 R EENE TANGEL | QI e Mm B TH
SORCS SN tE R R R
5 %‘fﬁ#’d WA E A E S Sk (54 @ Demski and
Feltham,1978; Shavell, 1979 ) fe 8 £ 3¢ A - {832 L 3B L enf B2 — (5§
R TE L k) frird TS 2R G B AR A g &
= —‘ﬁi T = (trade —off) % & -
) g
BE A D ET g BN E M i & > Eisenhardt
(1989) + 4%+ B Ho9B B (5 4% du i 2 56 5 — 4 H 503 hdp B
e (D) A AL R RABR IR (2) L35 RILES 2 B P

TlrR BEHACE ~(3) A7 MRIEA 1 T/ 72 o B~ 02 (4) F

B £ 2o 4 frid 32 A 372 K ) B % (long-term relationship) % » 4 w4
it 4o

(1) %% I A R G ABEF chiEn
MacCrimmon & Wehrung (1986) 77 % 45 41 » B ¢ ek '& f& &
LR F R (plde M SIA) B BB G ABEE
PIEARR "G e RIE A 2 TAM RS | i B a4 » F 4
PEERIIZ AR Bl htg A SR 2 TR b R ARE T

w2 BRI j\frﬁ,%{z%&' f»F 7 oy : Eisenhardt (1989) #

13



Ti% 5,
3D IRIE A AR TH T L  hE QI e M, T A

4k >

SECEEE RS

N

IR A 3E 4 b AR R NS 2]

AN

%o v d

7 —

2

22
EJY

0=
X

%8

AR GARRF R E T 2 0 F A A A RE B GARERE 0 B

AT g R R R T AR

# . Eisenhardt (1989) # 41 M1 3 6 -

3566, Lo A ek AR T AR L SEE RS-
3% o gL o B

(2) & 5=~ WA 2R PR R R T

=k
¥

FORRREERE R EA SGE L ekt A A Y A
T B oy PHRERE SR R TR R

—

K2 g BRI o A LR AL RS o &
AN IE A R MG AREF BRGRZT ,thijé%«f,r‘szf»l]j_d_ﬁ&a vz 5 |

4 o Eisenhardt (1989) #jpt4& 41 T4 & 7 ¢
AT Ao s RIS 2 BFehp RirR e TANEL ) R g EE
BB > 2 THN R R ch¥ g E T % B

(3) F M AILA I IERT G o B
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1 e T v % g (programmability ) | € 22 5F#E 7 5 0
% B (Eisenhardt, 1985; Eisenhardt, 1988 ) - % 1 i% BF 5 ¥ A&
AP TRV X REE S (blde T8 AP PO F P
RoBaivenm 2 g ) PIH 7 2R AABZETFE > b

g
P e R o 4R T % 2 T3k Svenfiiw o Eisenhardt (1989) ]

8 fraw e THASNGEL s QI e i, 2 T
R hE G v M
pvoeb s 2 5% e p| 48 (Outcome measurability ) » 2.1 1545 5 2
- (Eisenhardt, 1985;Anderson,-1985)’&’E:ff.% BH WA g TS %
EHETHFEI GO, LF 1 BF eyt > PR EEF Y 2 7
FRIETE MDY A - F o F R EDEEF AEPF R T AR R
eE -4 4 w314 o Eisenhardt (1989) Fptdt o M3 38 9 )¢
3 REPTRERE TANEFL X gF fwhm, s TH
SO R S pER S N
(4) § LA for B AT EDM AR ML A RL B
Ao REAFEREAL R B P RTR R M R B
77 g4 (information asymmetry ) ez & #-5% < > ptpr T A

B% e K€L il 4 o Eisenhardt (1989) gt A A
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58 10
i #10.: BaenE B TA L  hEx QR w2 M4

5% 4k 4

B RO e MR

Rl

213 HREELHHE ff’% ( Contributions of Agency Theory)

IR IR E ATiE 2 3F ¥ (incentives ) fr4 41 (self-interest)

~m<z.
6

<+ ¢ (organization thinking) =& & |4 (Perrow, 1986)° v 7 e & i e

BAEF PEANFA 2 BABFA LAY L B RS (common
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