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Wholesale Price Contract Design in Newsboy Portfolio Modd

Xu Xusong' ,Weng Ming"?
(1. School of Economics and Management ,Wuhan University ,Wuhan 430072 ,China;
2. Guangxi University of Finance and Economics,Nanning 530003 ,China)

Abstract : The supplier has to design an appropriate contract to coordinate the risk-averse newsboy’ s ordering actions when he provides multi-
product for ordering ,s0 that his own revenue can be maximized. In order to solve thisproblem ,the portfolio theory is used to support the news
boy’ s decison making ,and a game theoretic model is developed to describe the game between the supplier and the newsboy. An agorithm is
presented to get the optimal wholesale price contract. The numerical example shows the procedure of seeking the optimal contract. The result al-
9 shows that , compared with the stochastically selected contracts, the optimal contract leads to the remarkable improvement in the supplier’ s
expected revenue.
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