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Abstract:
Organizations are typically modeled as efficiency-seeking structures that rely on monitoring, specialization, and incentives to align individual behavior with organizational objectives. Yet across many modern organizations – particularly those reliant on judgment, creativity, and coordination – these tools often produce systematically weaker performance than standard models predict. I argue that such failures reflect predictable interactions between organizational design choices and evolved features of human cognition and motivation.

The framework highlights three mechanisms through which commonly used organizational instruments generate second-order effects. First, monitoring technologies that substitute for relational supervision can undermine trust and psychological safety, reducing performance in tasks that depend on discretionary effort or complex judgment. Second, extensive outsourcing and hyper-specialization can weaken group identity and belonging, diminishing motivation in ways not captured by standard incentive models. Third, high-powered incentives and scarcity-inducing environments can narrow attention and crowd out the higher-order cognitive processes many organizations increasingly rely on.

Drawing on evidence from psychology, neuroscience, and behavioral economics, this work synthesizes these mechanisms into a unified perspective on monitoring regimes, task allocation, and organizational boundaries. The objective is to integrate cognitive and relational constraints into institutional and organizational economics, and to inform organizational designs that are not only efficient on paper, but robust to the human cognitive systems that inhabit them.

Note on Contribution:
This is a conceptual, framework-building presentation that synthesizes evidence from psychology, neuroscience, and behavioral economics and proposes an agenda of testable hypotheses for organizational economics, particularly around monitoring, incentives, and task allocation. The goal is to organize microfoundations of human cognition and motivation into an accessible framework that helps contextualize observed second-order effects of commonly used organizational instruments and inform future field and lab-in-the-field work.
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