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Game-theoretic analysis of supply chain coordination under Advertising and

Price dependent demand
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Abstract

Supply chain members cannot act independently. They should act as a part of a unified system and
coordinated with other members, therefore a coordination mechanism may be necessary to motivate
members to achieve coordination. In this article the coordination problem is studied in a two-level supply
chain consisting of a supplier and a retailer. An analytical model with price and advertising dependent
demand is presented, and the problem is defined in two scenarios. The first scenario is "No coordination”,
and the other scenario is “coordination with Buy back contract". The models will be solved using game
theory, Cooperative and Nash equilibrium. Finally numerical examples are presented indicating that the
average expected profit in the second scenario - coordination with Buy back - is more than those of the first
scenario. In addition numerical examples represent that the more sensitivity of demand to price and
advertising increases, the less profit is achieved.
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