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A Principal-Agent Model with Fairness

YONGJIAN Pu
(Chongqing University)

Abstract This paper develops a new principal-agent model in which the agent behaves
both on rationality and a notion of fairness centered at reciprocity. A distinct feature of the
model is that under many circumstances. the optimal contract provides a higher profit than
what would be obtained when the agent behaves only on rationality.
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