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Abstract

By using the modeling method of piecewise linear utility function evaluation, we studied the coor-
dination problem of a two-stage supply chain composed of a risk-averse retailer and a risk-neutral
supplier under the option contract. It is found that the method of separate evaluation has a better
theoretical analytic solution, and when the contract parameters meet certain conditions, the op-
tion contract can effectively coordinate the supply chain. Finally, the theoretical results are veri-
fied by numerical examples.
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Figure 1. Risk averse retailer’s expected utility and supply chain system’s expected profit curve
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