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The Contract Design of BPO Trigger Policy Based on Specific Investment Optimization
MA Han-wu et al
Abstract In order to resolve hold-up problems in the Business Process Outsourcing, combined with trigger strategy, BPO trigger policy con-

(School of Management, Jiangsu University, Zhenjiang, Jiangsu 212013 )

tract was designed and built, and backward induction was used to get the algorithm derivation and demonstration. Numerical results showed
that with the application of BPO trigger policy contract, the level of specific investment, the overall revenue and the profit of outsourcers are
improved. BPO trigger policy contract offers a more effective solution to the hold-up problem in BPO and optimizes the level of specific assets

investment to achieve a Pareto improvement.
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