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Ordering, shipment and pricing optimization for a two stage supply
chain with price-sensitive demand

M. Khojaste Sarakhsi, S.M.T. Fatemi Ghomi, B.Karimi
Department of Industrial Engineering, Amirkabir University of Technology, Tehran, Iran
ABSTRACT

This paper considers a two-stage supply chain consisting of one vendor and one buyer and an
integrated production—inventory—marketing model is developed to determine the relevant profit-
maximizing decision variable values for the supply chain, joint total profit of both the vendor and the
buyer, when demand is price-sensitive and the vendor uses geometric shipment policy. To find out the
optimal ordering, shipment and pricing policy, an analytical solution procedure is employed. The
numerical evidence when compared to the results of the equal sized shipment policy suggests that it is
more beneficial for the buyer and the vendor to use geometric policy when demand is price sensitive.
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