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Absract: This paper builds and solves a principal-agent model with a explicit contract based on a synthetical
performance measure and an implicit guanxi-based contract , and analyzes the impacts of the parameters of agent’ s
type, project environment , and the characteristics of guanxi on the expected project performance. The results show
that the project principal will maintain the guanxi if it exists. Further, an increase in the agent’ s competency, a
decrease in the degree of risk aversion, a decrease in the uncertainty of the external environment of the project , and an
increase in the mutual guanxi benefit result in an increase in expected project performance, but expected project
performance isirrelevant to the reciprocity of the guanxi.
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