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Fig. 3 Effect of y and 5 on information acquisition level

Fig. 4 Effect of y and 1 on order quantity
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Fig. 5 Effect of y and 7 on supplier’ s profits

Fig. 6 Effect of y and 7 on retailer’ s profits
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1
Table 1 Parameters on joint contract coordination under various risk averse degree

7 <0.6 0.65 0.70 0.75 0.80 0.85 0.90 0.95 1
w, x 1 1 1 1 1 1 1 1

o x 0.235 0.462 0.571 0.636 0.679 0.710 0.732 0.750
o, X 0.996 0.986 0.980 0.978 0.976 0.974 0.973 0.972
n, . X 4 4 4 4 4 4 4 4
Yy x 103.388 103. 388 103.388 103.388 103. 388 103. 388 103.388 103. 388

n' =4 y' =103.4
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Coordination of supply chains with endogenous investment in information ac—
quisition and order quantity

XIAO Qun'® MA Shi-hua’

1. School of Business Yunnan University of Finance and Economics Kunming 650221 China;

2. School of Management Huazhong University of Science and Technology Wuhan 430074 China

Abstract: Under the conditional Value-at—risk( CVaR) criterion a risk-averse retailer who jointly determines
the investment of demand information forecasting and the product order quantity from a supplier is studied.

The impacts of the risk-averse degree on the retailer’ s optimal investment in information forecasting and opti—
mal order policy are analyzed. The results show that under the decentralized decision situation the investment
in information forecasting is increasing in the retailer’ s risk-averse degree in order to reduce the demand un-
certainty risk whereas the order quantity is decreasing in risk-averse degree to reduce the risk of over-quantity
order. It is found that a revenue sharing contract can achieve the coordination of the risk-averse supply chain
under certain business conditions. Furthermore a revenue sharing and cost sharing contract is designed com-—
pared with the traditional revenue sharing contract the new combined contract can achieve the coordination of
the risk-averse supply chain in a wider range and eliminate the risk-averse and double marginal effects so that
the retailer chooses the same investment in information forecasting and order quantity as in a risk-neutral cen—
tralized system.

Key words: information forecast; risk averse; revenue sharing; cost sharing; supply chain coordination



