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Abstract: This paper develops a supply chain model consisting of one supplier and one loss averse and capital-
constrained retailer to investigate the impacts of loss aversion, financing structure, shortage cost and demand
randomness on the ordering strategy of the retailer. The result shows that when the market demand distribution
satisfies certain conditions, the optimal ordering quantity decreases with loss aversion, debt financing ratio, and
debt financing interest rate; the optimal ordering quantity decreases with the inventory cost, but increases with
the inventory cost and buyback price; the impacts of loss aversion, financing structure on the ordering strategy

also depend on the market demand distribution when considering the shortage cost.
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