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Coordinating a two-stage supply chain by considering customer returns
Jafar Heydari!, Saghi Radkhah?

ISchool of Industrial Engineering, College of Engineering, University of Tehran
’Industrial Engineering Department, Alborz Campus, University of Tehran
ABSTRACT

In this paper, a two-stage supply chain comprising of one retailer andone supplier facing with an
uncertain demand is considered. In the proposed model, a certain present of customers who are not
satisfied with goods bought are fully paid back. Customers’ demand is a function of refund percent.
Supply chain is modeled in two modes: (1) decentralized decision-making (2) centralized decision-
making.Decision variables are order quantity and present of customers that can reject their purchase. The
results indicate that thesupply chain profit increases by centralized decision-making ratherthan
decentralized mode. In addition, centralized decision making increases order quantity, customers’ returns,
and supply chain sales volume. Numerical experiments confirm that centralized decision-making on order
guantity and return percent can increase supply chain profitability substantially.
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