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Abstract

This paper modified the principal-agent model originated by Holmstrom & Milgrom
(1987, 1991) to explain interaction between private tutoring schools and tutors. This modified
model gives the following propositions. The strength of the incentives and the level of tutoring
preparation are positively affected by (1) the quality of private tutoring (2) the income gap
between high - rank university graduates and low - rank university graduates (3) a reduction in the

rate of households’ time preference.
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