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Ordering and pricing model of supplier-dominated transshipment

with return constraints
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Abstract: Retailers often fail to implement transshipment policy due to the lack of trust or asymmetric infor-
mation among them in the process of transshipment. Considering this, a model of supplier-dominated trans-
shipment with retailer returning conditionally is developed. The unique existence and uniqueness of ordering
Nash equilibrium is proved. In addition, the relationship between the ordering quantities and the wholesale
price and transshipment price is also analyzed. Based on this analysis, the paper studies the relationship be-
tween the transshipment price and return rate, and obtains the optimal transshipment price in some conditions.
Finally, the relationship between the transshipment price, the wholesale price, ordering quantities, the profit of
retailers, the profit of suppliers and the efficiency of the supply chain and return rate is further analyzed. The
results show that the supplier always benefits from transshipment, whether the retailer’s profit can be improved
or not depends on the return rate, and the efficiency of the supply chain can be improved by implementing

supplier-dominated transshipment policy under retailer returning conditionally.
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Fig. 1 Two echelon supply chain structure
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Fig. 2 Order and demand of two retailers
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