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Equilibrium solution for the decentralized

and centralized supply chains (CSC)

’ Comparison of the decentralized (DSC)

Decentralized

Centralized Supply

Supplier's wholesale price (w) w=(a+c)/2
Retailer’s quantity (q) g=(a-c)/4b
Market price (P) P=(3a+c)/4

Supplier’s profit (Tlg)

Ig=(a-c)?/8b

Supply Chain Chain (CSC)
(DSC)
Supplier’'s wholesale price (w) w=(a+c)/2 ?
Retailer’s quantity (q) q=(a-c)/4b q"=(a-c)/2b
Market price (P) P=(3a+c)/4 P*=(a+c)/2

Retailer’s profit (ITg)

[Tx=(a-c)%/16b

Supplier’s profit (Ils)

Ig=(a-c)?/8b

?

Total SC profits (IT)

IT =3(a-c)?/16b

Retailer's profit (1)

Iz=(a-c)?/16b

?

Total SC profits (IT)

1T =3(a-c)?/16b

IT"=(a-c)?/4b

and centralized supply chains (CSC)

Comparison of the decentralized (DSC)

Decentralized Centralized Supply
Supply Chain Chain (CSC)
(DSC)

Supplier’s wholesale price (w) w=(at+c)/2 w
Retailer’s quantity (Q) q=(a-c)/4b q"=(a-c)/2b
Market price (P) P=(3a+c)/4 P*=(a+c)/2
Supplier’s profit (ITg) Tg=(a-c)*/8b IT"g=(w-¢)Q
Retailer’s profit (ITy) Tz=(a-c)*/16b T =(P-w)Q
Total SC profits (IT) 1 =3(a-c)*/16b I1"=(a-c)%/4b

i Vertical vs. virtual integration
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