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Water resources allocation efficiency model for water-transter projects based on
principal-agent relationship

LIANG Hui-wen' > WANG Hui-min' QIU Lei'
1. State Key Laboratory of Hydrology-Water Resources and Hydraulic Engineering
Hohat University ~ Nanjing 210098  China
2. Public Security and Management Department  Jiangsu Police Institute  Nanjing 210012 China

Abstract The principal-agent model was employed to analyze two parties’ water resources allocation efficiency with
symmetric and asymmetric information. The results show that the allocation efficiency for water resources of the Fastern
Route of the South-to-North Water Transfer Project is optimal with symmetric information while there is a distortion of the
transaction volume in the sub-optimal contract compared with the optimal contract with asymmetric information.
Furthermore the principals should pay information rent to the efficient agents. In order to improve the water resources
allocation efficiency of the Eastern Route of the South-to-North Water Transfer Project the information rent of efficient
water-supply departments should be reduced as much as possible. Some management strategies are proposed for the
Eastern Route of the South-to-North Water Transfer Project the flat management organization structure the introduction

of the market mechanism and the introduction of the mechanism of water users’ participation.

Key words Eastern Route of South-to-North Water Transfer Project water resources allocation —information rent

allocation efficiency water management strategy





