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Abstract

Using a simple model of team production with heterogeneous workers, this paper examines
the effects of the different ways to pair up workers and the different types of leadership role
assignment on total production and workers’ incentives to manipulate their skills. When
there is no leadership assigned to workers, workers have the wrong (right) incentives to lower
(improve) their skills if the skill gaps are small and the preferences for team rewards are
small (large). Also, there is a tendency for the relatively high-skilled (low-skilled) worker to
raise (lower) his/her skill. On the other hand, when one worker is assigned to a leadership
role, a leader never has incentives to lower his/her skills whereas a follower may have them.
The heterogeneous pairing in which workers with different skills are paired up yields greater
total production than homogeneous pairing in which workers with same skills are pried up.
However, in the long run, the homogeneous pairing may yields greater total production due
to workers’ strategic incentives to change their contribution skills. We also show that a
leadership assignment yields smaller total production in the short-run, but, in the long run,
it can yields greater production by preventing workers from persistently lowering their skills.
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