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Table 1 Contracts menu under symm etric and asymm etric inmm ation
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Optimal contract in supply chain outsourcing under adverse selection framework

LIU Chang~xian, TIAN H ouping, SUN Jianping
School of E conan ics and M anagement NanjngU niversity of Science & Technology, N anjing 210094 China

Abstract This paper focuses on how to desgn an optm al contract in supply chain outsourcng U nder the
fran ework of nfom ation asymm etry that the buyer has asymm etric nform ation about the supp liers’ productbn
cost we propose an adverse selectbn model to reveal the actual cost of suppliers and then characterize the
optmal contracts The results show that the optmal contracts can motivate the suppliers to reveal their real
costs Further the analyses ind cate that the buyer bses partial profits due to lack of he nfomaton and that
the supp lier w ith low er cost can get extra nformation rents F nally the results reveal the optinal contract is
affected by the buyer s ex ante belief

Key words outsourcing contract desgning adverse selectbnmode] ex ante belief asymmetrc infom atbn



