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Private Benefit of Control, Moral Hazard,
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Abstract: Dewatripont and Maskin (1995) described the SBC phenome-
na as an “ex-ante inefficient, ex-post efficient” dynamic incentive problem
and believed that decentralized credit could eliminate SBC effectively. The
paper introduces the private benefit of control into DM model and analyzes
the existence condition of SBC. It points out that this kind of SBC is essen-
tially the moral hazard problem due to private benefit. Decentralized credit is
not enough to eliminate SBC. We believe that perfect corporate governance
and legal system is necessary for eliminating SBC.
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