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Two-staged Incentive Contract Design Coordinated with Efficiency and

Innovation; A Study on Critical Chain Project Management
ZHANG Min', CHEN Ronggiu®
(1. School of Business, Wenzhou University, Wenzhou 325035, P. R. China;
2. College of Management, Huazhong University of Science and Technology, Wuhan 430074, P. R. China)

Abstract: This paper analyzes a two-staged incentive contract coordinated with efficiency and innovation in
critical chain project management based on principle — agent theory, using learning real options. The two-staged in-
centive contract model is established, the analytics results are figured out, and some improved methods are put for-
ward. By model solving and situational experiment, we can conclude that the compensation for failure in early peri-
od can make good use of learning real options, and promote employees to throw themselves into innovation process
efficiently.

Key words: efficiency; innovation; incentive mechanism; critical chain project management
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