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A study of applying the buy-back policy to improve overall
profit of manufacturer and retailer

Student : Shen- Hao Chen Adpvisors : Dr. Hong-Tau Lee

Institute of Industrial Engineering & Management
National Chin-Yi Institute of Technology

ABSTRACT

How to make a contract considering inventory risk sharing in a one manufacturer
and one retailer supply chain is addressed in this study. Retailers have to face the over
stock or shortage of inventory because of customer demand usually is uncertain. To
avoid the possible loss of over stock, conservative policy for inventory is adopted for
most of retailers. This may cause sale loss as the inventory can not match the market
demand.

In this research, a profit model considering the buy back policy of manufacturer is
constructed. This model can be employed for analyzing the variance of profit of retailer,
manufacturer or both under different parameters setting and demand functions. An

optimal buy back policy may be identified after the analysis.

Keywords: Supply chain, Buy back policy, Risk sharing.
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