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Highlights

e We study the impact of organizational architecture on embezzlement
and whistleblowing

e Six architectures are tested with a synthesis of a common pool resource
game and an ultimatum game

e We find that flat and pyramid shaped structures successfully reduce

embezzlement

Abstract

We investigate the optimal shape of organizations to reduce embezzlement. In a stylized synthesis
of a common pool resource and ultimatum game, agents are activated sequentially within an
organizational architecture wherein they can take a share of the available resources or choose to
"blow the whistle", an action that sets all payoffs to zero. The resources not taken will grow and
benefit all agents. Six basic organizational architectures are tested, including horizontal, vertical,
pyramid shaped, and inverted pyramid-shaped structures. Our results suggest that horizontal and
pyramid structures are more effective at reducing embezzlement. Rates of embezzlement and

whistleblowing increase with the number of levels in the structure. Holding the number of levels
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