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ABSTRACT

Developments in global competition, technology innovation, and transportation systems
mean that people can now purchase a greater variety of products at lower prices much
more easily. However, this makes it difficult for a retailer to forecast demand and to place
orders accordingly. As a result, many retailers request that manufacturers honor the return
of unsold goods to avoid the risks that are inherent in volatile demand. Early models of
such return arrangements were characterized by an understanding that a retailer might
request a manufacturer to buy back unsold goods. In turn, the manufacturer, to compensate
for his or her increased costs, would charge higher wholesale prices. However, these
studies have either focused on optimization from the, retailer’s perspective only, or ignored
the fact that the manufacturer might-have no-incentive to accept returns. This dissertation
tries to overcome these drawbacks and extend the traditional return contracts to following
three topics: (1) Take account of option premium to improve supply chain decentralized
problem. (2) Take account of a menu of discount-return combinations to maintain channel
efficiency. (3) Take account of the self-interest of both the retailer and the manufacturer,
and demonstrates that a quantity discount scheme should provide the manufacturer with
incentive to accept returns. For each topic, the model will be established and the numerical

example to illustrate the scheme will be given.
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