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The Effect of VMI System on Firms in Monopolistic Competition Market
PU Xu-jin, TANG Jian-rong, SHENG Li-xiang
( Business School, Southern Yangtze University, Wuxi 214122, China)

Abstract; Vendor managed inventory ( VMI) as an efficient replenishment practice can enable the vendor to respond to demand in the re-
tail chain. The recent studies on VMI system always focus on the supply chain composed of one retailer and one vendor. Generally speak-
ing, after VMI system has been introduced into the independent single retailer and single supplier, the retailer can improve its profit in
short-term and in long-term; but the change of supplier’ s profit is uncertain, the supplier can debase its profit in short-term, but im-
prove its profit in long-term. In this text, we consider that the retailer exists in monopolistic competition market, then VMI system will be
introduced into the retailer and the supplier. We find that the retailer improves its profit in short-term, and its profit does not change in
long-term; however, the possibility of the supplier improving profit will be greater in short-term than in long-term. Clearly, this conslu-
sion will be different from the chain composed of one retailer and one vendor.

Key words: vendor managed inventory; monopolistic competition market; nash equilibrium; profit changing
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