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Abstract: The problen of designing an optimal buy back contract to maximize the supplier’'s profits in a one-
supp lier-one-retailer supply chain is ©lved W hen themarginal cost of the retailer isprivate information, principal-
agent models are used to derive the supplier’ soptimal buy back policy. It is shown that it isno longer possible to let
the retailer’ sorder quantity achieve the olution w hen the supplier has complete information A nd the supply chain
ooordination is not obtained In this case, the total profits and the supplier' s profits are low ered w hile those of the
buyer are mproved The value of supplier's contracts menu augments as the increase of the marginal cost of the
retailer.
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