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Supply chain coordination contracts based on warranty service
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Abstract: Warranty service has been an important tool in enhancingplgehain’s performance. Warranty
service results in warranty costs, which will affect the idieen making processes and performances of any
given supply chain. This paper investigates the coordinatiechanisms of a two stage supply chain with a
manufacturer and a retailer, under the assumption thatptagmand is a function of the warranty period and
product price. Itis found that the decentralized supplyithannot be coordinated effectively by the wholesale
price contract, which is widely used in the supply chain ficac however, the supply chain can be coordinated
by the proposed contract with revenue sharing and warremgysharing, and the buy-back contract, which are
implemented by the specified supply chain parameters. lifimhumerical example is used to illustrate the
proposed contracts of supply chain coordination.
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Table 1 Decision-making and performance of supply chain

lyw Pw DPr Q Ty Tm e
Case C 0.21 117.865 684.292 21957.8
CaseM 0.28 107.759 127.697 335.216 5654.71 10980.6
Case R 0.47 102.095 137.629 381.675 6456.31 103415
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Table 2 Results of different cost sharing rate and revenagrghrate
A1 ) DPw Ty Tm Tc (7Tr + 7rm)/7Tc
0.1 03 7501 6603.38 153545 21957.8 %00
0.5 03 7503 6571.32 15386.5 21957.8 %00
0.9 0.3 75.02 6539.27 15418.6 21957.8 %00
0.1 0.4 75.01 8807.17 13150.7 21957.8 %00
0.5 04 7502 877512 13182.7 21957.8 %00
0.9 0.4 75.01 8743.06 13214.8 21957.8 %00
0.1 0.5 75.05 110111 10946.7 21957.8 %00
0.5 0.5 75.03 109789 10978.9 21957.8 %00
0.9 05 75.02 10946.7 110111 21957.8 %00
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Fig. 1 Profit of manufacturers and retailers with different
revenue sharing rate

Fig. 2 Profit of manufacturers and retailers with different
cost sharing rate
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