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The subject of this paper is incentive contracts in dynamic situations,
where output, shared by contract between principal and agent is a
stochastic process influenced only by the agent’s effort over time.

We will discuss a new approach, via nonstandard analysis, to the
relationship between discrete time and continuous-time models.

Moreover, since a major question in the literature is whether sim-
ple contracts are optimal we will show that some of the results to be
described throw new light on that issue.
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