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Table 1 Seller’s price and inventory and supply chain profit of various parameter combinations

p | 0 | I p 0 I p | 0 | I
a 0.5 1 2

10 15.7 103 | 402.5 | 13.7 92 | 230.9 |l 12.0 77 104. 6
11 16.5 98 469. 0 14. 5 87 292.4 12.8 71 156. 1
12 17.2 93 518.6 || 15.3 81 341.6 || 13.6 64 194. 8
13 17.9 88 | 553.6 || 15.9 76 | 377.5 || 14.3 57 | 221.5
14 18.4 82 574. 8 16. 6 70 402.6 15.1 50 236. 1
w 15 ° 18.8 76 581.7 17.2 64 415.1 15.8 43 236. 7
16 19.2 70 | 572.3 || 17.8 57 | 413.7 || 16.6 35 | 220.3
17 19.5 63 543. 5 18. 4 50 3%.6 17.4 25 180. 3
18 19.8 53 485. 4 19. 0 41 348.9 18.2 13 102. 4

19 19.9 39 |370.5 || 19.5 27 | 248.8 || 20 0 0

20 20 0 0 20 0 0 20 0 0
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Supply chain profit sharing under strategic customer behavior and risk pref-

erence

YANG Daojian, QI Er-shi, WEI Feng
College of Management and Economics, Tianjin University, Tianjin 300072, China

Abstract: A supply chain consisting of one manufacturer, one seller, and a group of customers with strategic
behavior and risk preference is considered in this paper. Under strategic customer behavior and risk prefer-
ence, the seller ’s pricing and inventory decisions are analyzed. Supply chain profit-sharing contract is studied
under rational expectations equilibrium. Results show that the seller ” profit decreases as customer s risk pref-
erence increases, and the seller would have to lower product price and initial inventory so as to mitigate profit
reduction. The wholesale price of the profit-sharing contract should be set above manufacturer ’s marginal pro-
duction cost because of the existence of strategic customers. Moreover, the sharing ratio parameter within the
profitsharing contract benefits redistribution of the total profit of the supply chain. The bargaining powers of
supply chain members determine the sharing ratio parameter.

Key words: strategic customer behavior; risk preference; supply chain; profit-sharing contract; rational ex—

pectations equilibrium



