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Abstract

The theory of economic incentives and procurement is a major field of micro-economics, giving rise to a variety of models addressing the issue of optimal contract design. A particular class of models considers the case of asymmetric (incomplete) information in contract negotiation processes, either because some action or a particular characteristic of one agent is unobserved by the other party. To limit the possibility of strategic behavior by the informed agent, the shape of the optimal contract has to be modified accordingly. Although such models may prove useful for public and private decision-makers, empirical applications are still but few in the economics literature. We present a brief introduction of models with asymmetric information (moral hazard and adverse selection), and provide a selection of empirical applications from the literature. We then discuss the statistical issue behind the identification and estimation of models with asymmetric information and adverse selection, and present a set of available parametric and non-parametric estimation procedures. We conclude by an empirical application to environmental regulation in the case of France. 
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