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Research of Multitask Principal-agent Model Based on Bilateral Overconfidence
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Abstract: By referring to the cases of many renown enterprises ups and downs due to decision makers overconfidence
and considering the economic and social missions of the state-owned enterprises (SOEs), this paper breaks the hy-
pothesis of perfectly rational man based on the traditional multi-task principal-agent model. Under the background
that all decision makers are overconfident, the bilateral overconfidence of principal and agent was introduced and the
subprime and the optimal contract design in this situation was analyzed. Results indicate that compared with the con-
clusion of single-task and single-person overconfidence, the agent will have higher incentive and endeavor expecta-
tions while the principal will have lower incentive and endeavor acceptance when the principal and agent have higher
overconfidence in the enabling environment of single or double tasks. However, when the principal and agent have
more overconfidence in the adverse environment, the principal will provide higher incentive and endeavor expecta-
tions while the agent provides lower endeavor and incentive acceptance.
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