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Fig. 3 Effect of retail price on the benefits of company, farmer

and supply chain, under the coordination contract
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Contract-farming supply chain coordination mechanism based on B-S model

YE Fei, LIN Qiang, MO RuiHun

School of Business Administration, South China University of Technology, Guangzhou 510641, China

Abstract: The decision making model for “Company + Farmers” Contract-Farming supply chain is proposed

by taking into consideration the characteristics of Contract-Farming and the popular protection price contract in

practice. We find the traditional protection price contract can not fully coordinate the contract farming supply

chain, which inspiring us to develop a kind of “B-S option pricing + production collaboration + guarantee

money ” contract. The results show that option hedging can help to reduce the market risk and achieve relative

stable revenues of both the company and the farmer, so as to enhance the robustness of the “Company +

Farmers” Contract-Farming supply chain. In addition, with the proposed B-S option pricing contract, the per—

fect coordination of “Company + Farmers” contractfarming supply chain, as well as the improving of the

benefits of both the company and the farmer, can be achieved.
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