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Study of the insurance contract based on supply chain
member’s attitude towards risk

ZHOU Duanji, QIN Jin
(School o f Management » University of Science and Technology of China, Hefei 230026, China)

Abstract: Considering that the traditional supply chain’s wholesale price mechanism can’t coordinate the
supply chain, which leads to poor profits for both the supplier and retailer, from the perspective of supply
chain members’ attitude towards risk, a supply chain contract was proposed which combines the insurance
mechanism. The contract is based on the wholesale price mechanism model, introducing two characteristic
parameters (insurance price r and the retailer bear the risk of loss proportion ) to characterize the
uncertainty of market demand. Our study has shown that the introduction of the contract can coordinate
the supply chain and improve the overall profits. In addition, the effects of agents’ risk preferences and
negotiating powers on the distribution of supply chain’s excessive profits were also investigated.
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Tab. 1 Optimal insurance contract under different 9

0 r TTir s A Arir 7+ Amis
46. 63% 0.938 1 2 275. 544 2 604. 456 — 180
47.13% 0.873 1 2 299. 944 2 580. 056 180 180
47.63% 0.808 1 2 324. 344 24. 344 2 555. 656 155. 656 180
48.13% 0.743 1 2 348.744 48. 744 2 531. 256 131. 256 180
48.63% 0.678 1 2 373. 144 73. 144 2 506. 856 106. 856 180
49.13% 0.613 1 2 397. 544 97. 544 2 482. 456 82. 456 180
49. 63% 0.548 1 2 421. 944 121. 944 2 458. 056 58. 056 180
50.13% 0.4831 2 446. 344 146. 344 2 433.656 33. 656 180
50. 63% 0.418 1 2 470. 744 170. 744 2 409. 256 9. 256 180
51.13% 0.3531 2495, 144 2 384. 856 — 180
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