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SREUBARFTHSVEETLF. A FMEFMH AR
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e Y EM S LB BIIRBHN; (3) MBHEEN
YEABE L A ERAAHIL RN RXEMBA S, Rabin
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FERATFHEN 8“2 F WA (Faimess Payoff)”, 05
fila,,b) RIE,MERR i NEEF j -REAEN. BN XHE
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KB, U(a;,b,,c) MBI (BB, EEH
REXCMITHYFRE(FRAAE—T) ,FHEXRLMH
NREZABER(FALAF - I) U EREIIFHEBAN
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Hh FXERIFER— 0B, 50T LA B GPS By
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TN T — &5 5 8 5% 4 80 BT 19 & B 15 & (higher-order
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A Comparative Study of Marketing Channel principal-agent Model
Based on Entirely Rational and Fairness Preference

DING Chuan

( The Institute of Operation and Decision, Southwest University of Finance and Economics, Chengdu 610074, China)

Abstract; Manufacturers and retailers in marketing channels often have asymmetric information. Retailers often have more market
information than manufacturers because they are closer to the market. We assume that channel members are entirely rational, the
principal-agent model is structured along with marketing channels, and incentive contract consists of two parts — fixed costs and the
revenue of sales income. (FH5 184 1)
— 194 —



ERFF RAVIEA KRS YH A RMGHHE L5

Secondly, based on the analysis of the parameters, our proposed incentive contract can motivate enterprises to spend more efforts in
improving technical capability than the traditional contract constrained with the condition of asymmetric information. However, the difference
is not notable for low-level contracts. In addition, the project company can screen supplier’s real technical information in order to have a
better control of purchasing cost.

In summary, the analysis results not only prove the feasibility and validity of incentive contract for the procurement of strategic resources
in large-scale project but also theoretically resolve problems such as risk control, information rents and cost compensation faced by the project
company. The findings of this study offer some important guidance for companies to procure large-scale projects.

Key words: incentive theory; large-scale construction project; project’s procurement

AR A #; EXH4B: Charlie C. Chen

(LB 194 70)

The results in the first model show that when the manufacturer gives a retailer more incentive the retailer will try harder to sell their
products. However, the effort is associated with retail prices, and the degree of risk aversion of retailers, but not associated with the
wholesale price. Furthermore, by embedding the fairness preference theory of the Rabin into the design of incentive, we have improved the
principal-agent model. The results in the second model show that when the retailer's largest fixed wages and fixed wages meet certain
conditions , retailers are willing to pay greater marketing efforts. Consequently, manufacturers will give retailers more generous fixed income,
and retailers will put more efforts in selling manufacturer’s products.

When we consider the fairness preference theory, the actual revenue of manufacturers and retailers has been Pareto improvement, and
manufacturers may design a salary contract of Pareto improvement. This reciprocity thinking shows that if the retailer’s cash flow is tight, the
manufacturers will proactively request to delay the cost of ordering to help retailers obtain loans from financial institutions. The series of
reciprocal actions will not reduce manufacturers’ profits. On the other hand, retailers may make more efforts to sell products to preserve the
reputation of the manufacturer. The “reciprocal” phenomenon is quite common for many companies in Japan and South Korea.

Key words;marketing channel ;entirely rational; fairness preference ;principal-agent ;incentive

RS A #;HEM : Chalie C. Chen

— 184 —



