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Specific Human Capital Investment and W age Contracts:
A Hold - upM odel with Asymmetr ic Information

Li Xiaoying'® and Zhang Fenglin"?
(1: School of Econamics, Dongbei U niversity of Finance and Econamics 2: Center for Employment and
Human Capital D evelegpment Research, Dongbei University of Finance and Econamics)

Abstract: The classical theory of incamplete contracts argues that ecific invesmentwill bring on hold - up problem, further leading
o inefficiencies of ecific invesment By introducing asymmetric infomation about employee’ s ability into the classical hold - up
model, this pgoer constructs an innovative model o analyze the rigidity and flexibility of wage contracts, in order o ®lve the deficiency
problemsof gecific human capital invesment induced by hold - up We find that in the view of protecting gecific human capital
invesment, fixed wage contracts are superior o flexible wage contracts under the fixed wage contracts, enployees maybe still face
hold - up risk, but hold - up may not necessarily mpede efficient gecific human cgital invesment
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