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Table 2 Exercise prices coordinating VMI supply chain under different combinations of risk tolerances
k. k, k, e q. E 77.\((‘71) E 7., (q:) E m.., (q:() SD 77'“(‘]:) SD 7., (q:) SD my. (q:)
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2500|1200 | +o | 34.24 98.48 1 055.00 393.13 661. 87 2 500. 00 1 200. 00 1 300. 00
2400|1200 | +0 | 36.00 95.24 951.51 432.89 518.62 2 400.00 1 200. 00 1 200. 00
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Coordination model of VMI supply chain considering mean-variance analysis
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1. School of Management Hangzhou Dianzi University Hangzhou 310018 China;
2. School of Management Zhejiang University of Technology Hangzhou 310023  China

Abstract: Considering the characteristics of many companies with risk aversion attitude this paper constructs
a vendor-managed inventory ( VMI) supply chain with yield uncertainty and adopts the mean-variance analy—
sis to model the player’s risk aversion attitude. Optimal input quantity decisions of the centralized supply chain
and the VMI supplier under different risk tolerances are obtained. The results show that the player’s optimal
input quantity decision is closely related to his risk tolerance. Meanwhile given specific risk tolerance the
player has two alternative schemes of input quantity decision. If the loss caused by stockout is lower than that
caused by overstock the player chooses a relatively low input quantity; Otherwise the player chooses a rela—
tively high input quantity. This paper further designs two different contracts (i. e. a combined contract of
cost-sharing with wholesale price discount and an option contract) to coordinate the VMI supply chain. It is
found that under some conditions both contracts can effectively coordinate the VMI supply chain. The con-
tracts” efficiencies in improving the supply chain members” expected profits are related to the player’s risk tol—
erance.

Key words: yield uncertainty; risk aversion, mean-variance model; supply chain coordination
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