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Abstract:
Risk pooling and sharing are commonly used strategies for firms to mitigate their risks due to various uncertainties. For example, retailers may serve
different demand streams using centralized inventory to reduce inventory cost; wind power producers may form coalitions to reduce aggregate power
output variability; and insurance companies can share risk in reinsurance market to diversify their risk. In these settings, a key issue is how to design
sharing mechanisms to fairly allocate the cost and/or risk among the players. In this talk, I will cast this problem into cooperative game theory framework
and propose fair sharing mechanisms using duality theory in optimization. I will also identify conditions under which the sharing mechanisms have certain
monotonicity property.
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