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Conflict analysis of supply chain vendor’s bundling strategy

Liu Weihua, Yu Hui
(School of Economics and Business Administration, Chongqing University, Chongqing 400030, China)

Abstract: When a strong supplier sells both unsalable goods and best selling goods, the influences of the
vendor’s bundling strategy on the supply chain are discussed by comparing the pure components strategy with
pure bundling strategy. Results show that a strong supplier’s bundling strategy certainly improves the sales
volume of unsalable products but also leads to two new conflicts. The first is profit conflict, the supplier’s
profits especially the retailer’s profits will both be lower under pure bundling, so that bundling is unfavorable to
the entire supply chain. The second is order quantity conflict, although the order quantity of unsalable goods has
improved, the order quantity of best-selling product will be reduced. It is recommended that the supplier bundle
sales at the same time promotional efforts are made to mitigate the two types of conflict and to harmonize the

twisted bundled type supply chain.
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Fig. 1 System flow chart of single sale of unsalable products and best sellerin in a traditional supply chain
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Fig.2 System flow chart for pure bundling
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Fig. 3 The profit of a retailer under separate and bundled sales
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Fig. 4 Supplier profit under separate sales and bundle sales

180

170F

=N
H

160-

W
2

7 i T
5

%

¢ 120
110 —— A
‘ ‘ ‘ —— S
10% 2 4 6 8 10

6 RMHESHAHE THHRIITEE
Fig. 6 Order quantity of best selling product under pure components

and pure bundling

I T RS A L T X i AT G2 B B 0 xR ) S . B e A (A S A R O ) P 7 A

K 8 Fiw.

12 000

o WA 1
o S
e A R R

= 10 000

8000

T A O

6000

4000

E7 FEHHFLEHE

Fig. 7 Profit coordination of retailers

14 000

e R
—— T
13 0001 o547 GRAB OB RS 65
£ 12 000}
=
% 11 000+
=
= 10 000F
9.000f //
80005 2 4 6 g 10
B

8 R R BFIEM A

Fig. 8 Profit coordination of suppliers

M7 AN 8 & Y, Z 8 A LR R BTG, dn 2w TR R BEA S IS, 8 >



%6 XU TLAEEE: (S 75 HR R A 65 SRS T AL LR e 5 o3 A 829
3.5 6, T B R OB T, I S BRI T RO HOMURY. 24 8 > 5 B, (R i
Bl . T AR5 J SEBL T UHT 0 B T, b BB B
54 BHBIMAE K EHRT & BT

R AT T LA B ST SR A B P © FEE 10 BT,

200 — 200
—=— s A
. 1807+M%%% i
5 180t R L& 180r
3 &
= 160} =
2 o2 10O
5 1400 ] Lo ||
o :ﬁg Laol = A TR HHER A
F 120 -
?’E ‘?: 1201
=100 B
80O 2 4 6 8 10 1000 é 4‘1 é é 10
ﬂ ﬂ
9 HHRITHRAIA 10 #4RIT SR

Fig. 9 Order quantity of unsalable product coordination Fig. 10 Order quantity of best selling product coordination

ME 9 T 10 %, FEBEN R A S 0 i as a1 DT 4R . e 202, W i i B A SS )
TEIAT HT R0, B 1k 1 A0 G0 L 06 S B X i 4 it 1T B2 B AL il R SR 4 5SRO e 48 55 70 IO BB AR P ik 31—
FEEE(B = 9), WsH i iT B 2 T A B 1, SRR AT B8 IR XU

6 ZARIE

FEALZE O DO B RTS8 ol PR 25 P A A0 1 i IR A S T I e ) 0 ot R 8 ot R 40 41 45
e, £ (LR A PR i BT S R RTSR R, 4B 1 ISR 5 S X O N BE AR B TR M, g
RN PR 0 5 S A A T B R B v U i A P . SR BU T B AR R, SR 0 A S
7 TH 2 i SR B o 5, R Iy i A A I R A R 0 SRS S (RN 7 L 25 AR T B, i Lt R
H S HIANE T BEE 2. 5 —J7 W2 i kT SR A b 58, R4 i 1T B2 S 3R m i (R I i i T SR B
. BT ISR IR, A ST UL T W 1 0 0 R A 17 5 AR L A 2 HIE. Bt ISR T DAAE IR G4 65 1D 1] I £ L (2 43 55
73, CASE 0 2 7o RT3k L 7 £ HH R 5 AR (RIS, SRR B RE B 2T BT R R,

SR, A SCHI S5 AR AEHE R A B0 g PEAR B R 3E4T 1, DS il 9040 5 s 2 B AR 2 5 B HE
E IR LR 22 T3 THI RIS, Q0] SR P BE 2 6 i W U S SR R (R B R 2 T — 2B IR AT ST A

SEHk:

[1] Spengler J. Vertical integration and antitrust policy. Journal of Political Economy, 1950, 58(4): 347-352.

[2] Cachon G P. Supply chain coordination with contracts. Handbooks in Operations Research and Management Science, 2003, 11(1):
227-339.

(3] FKDBUT, H %, Wi 5. S LA 5 IS T il B A S BE . A 48 TRE 244K, 2015, 30(2): 201-209.
Zhang H J, Gan X, Lai M Y. Coordination of closed-loop supply chain with the optimal price and recycle effort incentive contract.
Journal of Systems Engineering, 2015, 30(2): 201-209. (in Chinese)

[4] Z'EM, H ST a6 = 5 KU R BERLE DM AT 7. RGELRES4R, 2015, 30(2): 210-217.
Luo C L, Tian X. Risk averse supply coordination with revenue-sharing contract. Journal of Systems Engineering, 2015, 30(2): 210-
217. (in Chinese)

[5] Burstein M L. The economics of tie-in sales. The Review of Economics and Statistics, 1960, 42(1): 68-73.

[6] Adams W J, Yellen J L. Commodity bundling and the burden of monopoly. The Quarterly Journal of Economics, 1976, 90(3): 475-
498.



830 R 4 TR ¥ #H 34 %

[7]1 Venkatesh R, Kamakura W. Optimal bundling and pricing under a monopoly: Contrasting complements and substitutes from inde-
pendently valued products. Journal of Business, 2003, 76(2): 211-232.

[8] Eckalbar J C. Closed-form solutions to bundling problems. Journal of Economics and Management Strategy, 2010, 19(2): 513-544.
[9] Schmalensee R. Gaussian demand and commodity bundling. The Journal of Business, 1984, 57(1): 211-230.
[10] Ibragimov R, Walden J. Optimal bundling strategies under heavy-tailed valuations. Management Science, 2010, 56(11): 1963-1976.

[11] 5k 9% RN, B AR 7ELRAE B SR gR e M 78, R0 AR 4R, 2008, 23(3): 331-337.
Zhang Y, Tang X W, Zhong L. Study of ouline information goods bundle pricing. Journal of Systems Engineering, 2008, 23(3): 331-
337. (in Chinese)

[12] Bhargava H K. Retailer-driven product bundling in a distribution channel. Management Science, 2012, 31(6): 1014-1021.
[13] B2 . LT 7 45 0 1 n) R R 0 SEAT A 11 5y i 3 A TR SR ms . R 4 TR HR 5 528k, 2011, 31(10): 1892-1902.

Cheng Y. Delay buying behavior-oriented perishable products dynamic bundling strategy in e-commerce setting. Systems Engineer-
ing: Theory and Practice, 2011, 31(10): 1892-1902. (in Chinese)

[14] Stigler G J. United states V. Loew’s Inc: A note on blockbooking. The Supreme Court Review, 1963, 1963(1): 152-157.

[15] Pasternack B A, Drezner Z. Optimal inventory policies for substitutable commodities with stochastic demand. Naval Research
Logistics, 1991, 38(2): 221-240.

[16] Jeuland A P, Shugan S M. Managing channel profits. Marketing Science, 1983, 2(3): 239-272.

(17] RBUE, Wbk, 8555 005 ORI 55 B0k & s SR (S BRI Y. 23, 2015, 31(3): 16-23.

Wu Z X, Yang Z L. Supply chain model joint decision of sales efforts and quality assurance services. College Mathematics,
2015, 31(3): 16-23. (in Chinese)

[18] LaffontJJ, Tirole J. A Theory of Incentives in Procurement and Regulation. Cambridge: MIT Press, 1993.

fEE BN

XN BAE(1978—), B, W /K N, A, BI2EZ, B985 H: P SR g a6, B s E 51 9 #4178 2, Email: whli-
ul978@126.com;

T 1973 —), B, EIRA, &, 2, LA, SRR 7 MRS SRS, RRFEN2EE, &R T

#£, Email: yuhui@cqu.edu.cn.



