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Abstract
Recently, companies tend to apply incentive contracts to persuade buyers to order more, in order to increase own selling scales which leads to improve their market share and subsequently enhance their market power. Thereupon, this research develops an economic production quantity (EPQ) model in a single-manufacturer single-retailer supply chain where quantity discount contract and transportation costs with freight discount contract are incorporated into the model. Here, it is deemed that demand depends on selling price and shortage is not permitted. The leader-follower game is considered between the supply chain members in which the manufacturer is follower and the retailer is leader. This research aims to optimize the total profit of the chain respect to the selling price and order quantity of the manufacturer and the retailer. Finally, in order to clarify the applicability of the model a numerical example is presented and also the effects of optimal decision policies on the decisions of the chain's partners are examined. We find that incentive contracts as quantity and freight discount contracts benefit all the chain members and also customers and consequently improve the total profit of the chain. 
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Figure 1. The Scheme of Supply Chain




image1.jpeg




image2.png




