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Abstract

This paper studied the coordination of a two-echelon supply chain with a risk-neutral supplier
and a risk-averse retailer. The risk aversion of the retailer was measured by profit-CVaR. We con-
struct the markdown money contract coordination model of supply chain under stochastic de-
mand. At a certain range, the optimal ordering quantity is reduced along with the increase of risk
aversion factor and weight of CVaR; and markdown money is increased with the increase of risk
aversion factor and weight of CVaR. Markdown money contract can perfectly coordinate supply
chain. And we verify the conclusions through a numerical example.
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Table 1. Retail’s optimal ordering quantity as well as optimal markdown money and supplier’s expected profit in supply
chain coordination
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(0.2,0.1) 979.2 1025.8 2.1633 2.7755 1345.96 1812.55
(0.4,0.1) 984.2 1031.6 2.125 2.75 1352.27 1816.75
(0.6,0.1) 988.4 1037.6 2.0851 2.7234 1358.84 1821.14
(0.4,0.2) 967 10111 2.2609 2.8406 1329.88 1801.83
(0.4,0.3) 948.4 988.2 2.3333 2.8889 1317.95 1793.87
(0.4,0.4) 926.6 964 2.3333 2.8889 1317.95 1793.87
(0.8,0.7) 936.2 1000.01 2.125 2.75 1352.27 1816.75
(0.8,0.8) 936.2 1000.01 2.125 2.75 1352.27 1816.75
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