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On Supply Chain Mixed Channel Problem Considering Consumer
Behavior

Lei Xu, Yongjian Li

(Center for studies of corporate governance, Nankai university, Tianjin 300071, China)

Abstract: We study consumer choice in supply chain channel with both direct selling and retail selling,
where the purchasing risk in direct selling channel and service level in retail selling channel are both
considered. Five channel structures, differentiated by centralized or decentralized, single channel or dual
channels are addressed to derive the optimal solution, and then efficiency of different structures is
analyzed. We find that, only the direct channel cannot cover customer demand in a single demand
market, however, it can eliminate double marginalization in the decentralized situation as a virtual
channel. And the less the purchasing risk in the direct selling channel is, the more the direct selling
eliminates the double marginalization, correspondingly the higher the service level in the retail selling
channel becomes. Moreover, it is better to provide direct selling by the manufacturer than by the retailer.
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