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Risk sharing model of fruit and vegetable supply chain
based on principal-agent theory
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Abstract The members of fruit and vegetable supply chain usually have little willingness to transfer real information
about quality, freshness and other related information of their products. This will lead to information asymmetry. Then the
members of downstream supply chain have to bear most of the risk. In view of the above unreasonable fact, this paper
chose farming-supermarket docking supply chain as research subject and established the risk-sharing model of fruit and
vegetable supply chain based on the principal-agent theory. This model contained variable r which meant the degree of
risk-sharing effort. Based on this model, the farmer and the supermarket would form a principal-agent contract which took
the factor of the farmer’s risk-sharing effort into consideration. Comparing this contract with the original contract, this
paper drew the conclusion that the new contract would increase the farmer’s income and reduce the farmer’s risk. The
new contract was more reasonable. So the farmer is suggested to transfer more information to the supermarket and
share the risk for maximizing the benefit of the supply chain.
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