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Abstract: under the salesman's promotion efforts and partial pricing power, CVaR 

method was used to study the optimal strategy of supply chain and retailer under 

centralized and decentralized decision-making. On this basis, the contract mechanism 

can be designed to coordinate the supply chain, and the relationship between risk 

aversion and contract parameters can be analyzed. The results of theoretical analysis 

are proved correct and effective by an example. It is shown that the profit sharing and 

promotion cost sharing mechanism can coordinate the supply chain under the risk 

neutrality of the seller. Under the seller's risk aversion, the contract mechanism is no 

longer effective, but by combining with the minimum price policy, the contract 

mechanism can perfectly coordinate the supply chain 
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1.Introduction 

  Under the market economy, the integrated use of promotion and pricing strategy is a 

powerful tool to win the competition Through the implementation of targeted 

promotion activities, and according to market demand to determine the appropriate 

price, can be in improving the market demand at the same time make a larger profit 

Under the supply chain, as a result of the existence of double marginal issues, 

promotion and pricing behavior of member companies often deviate from the optimal 

system, so it is necessary to introduce coordination mechanism, to improve the 

performance of supply chain system as an important form of contract, revenue sharing 

contract Can effectively improve the operational efficiency of the supply chain, is widely 

Used in electronic commerce Film rental and other supply chain collaboration areas 

According to a McKinsey global survey, more than 40% of senior managers think its 

organization is risk-averse , the more obvious in small and medium-sized enterprises 
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for the camp newsboy goods supply chain, the risk preference of the downstream 

enterprises not only affect the ordering decision, but also affects the promotion and 

pricing decision titiyeah etc. [1]without considering the promotion and pricing for the 

next, to explore the risk preference of channel members influence on revenue sharing 

contract about, research shows that: in the coordination of the supply chain revenue 

sharing contract, with the increase of sellers the degree of risk aversion, sales Business 

revenue sharing ratio and lower wholesale price similarly, XU, etc. is also analyzed the 

channel member's risk averse impact on revenue sharing contract to coordinate 

parameters such as GAN research shows that traditional revenue sharing contract can 

coordinate with downside risk aversion of the supply chain this paper only analyzes the 

3 channel member's risk preference impact on revenue sharing contract, er, etc. , at 

the same time examines the risk aversion and the joint effects of pricing decision on 

revenue sharing contract; Agent jiansheng studied the supply chain coordination 

problems affected by risk aversion and promotion efforts, and proposed that through 

the promotion cost sharing mechanism, the revenue sharing contract could complete 

the channel coordination.[2] 

 

2.Supply Chain Contracts 

Pricing and promotion are two important decisions in the new product launch phase. 

Some products may have been promoted in the market before the price is determined, 

and some products are promoted after the price is completely listed. In this paper, a 

supply chain consisting of a manufacturer and a seller is considered. The demand for 

the product is affected by the price and the promotion effort. The manufacturer 

decides the price of the product and the seller promotes the sale. We consider the 

following three decisions: first pricing, promotion, first promotion, pricing, pricing and 

promotion[3]. We prove that the combination of promotion cost sharing and revenue 

sharing can coordinate the supply chain in three situations. This paper further analyzes 

the impact of three decision sequences on producers, sellers and supply chains. The 

results show that the situation of simultaneous pricing and promotion is the most 

disadvantageous for the producers, sellers and supply chains; for manufacturers and 

sellers, they have the initiative to make decisions first and gain higher profits. But when 

the demand is more sensitive to the price and the promotion cost is higher, the later 

decision can gain more profit.[4] Finally, numerical experiments are carried out to 

study the effects of parameters on optimal decisions and supply chain profits.[5] 

As the global economic integration and development of science and technology, the 

competition between enterprises is gradually intensified, and the competition between 

enterprises has been transformed into competition between supply chain enterprise 

management model of the new supply chain management arises at the historic 

moment under this background the core idea of supply chain management 
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performance for win-win cooperation integration, it requires that each node on the 

supply chain to establish a relation of mutual cooperation between enterprises.[6] 

 

3.Dynamic Competition in Supply Chain Under VMI 

In this dynamic game, the competition process of the supply chain is as follows the 

stages:  

the seller first selects a revenue sharing ratio and provides a non-supplier contract with 

k subsidy per unit. 

the supplier determines a supply quantity. 

the seller determines a market price. 

The supplier's expected profit is:  

P
ks
(Q) = (1-a)nE(X ÙQ)- cQ- (1-a )hE(X )- b ×C

r
(Q)- l ×r(xÙQ) 

The demand function is a standardized non-linear requirement that depends on the 

selling price the quality of the supplier's products and the retailer's promotional efforts. 

Q = Ap-lekq rm

 

Sellers increase demand by increasing the level of promotional efforts: 

C
r
(Q) = x(r -1)2Q 

 Should be clear about the important concept of coordination and profit allocation 

relationship if a contract can maximize the profit distribution of supply chain 

performance and optimize the supply chain, all the uncoordinated non-cooperative 

contracts are controlled by the pareto so, our goal is to come up with a contract that 

can maximize the profit of supply chain, according to the bargaining of each supply 

chain member at the same time distribution of profits between suppliers and 

distributors. 

 

4. Supply Chain Profit Comparison 

This paper mainly studies the new product in the supply chain coordination problem, I 

have tried to seek a new product can coordinate the supply chain contract, and 

analyzes the pricing and promotion decisions in the order of the impact on the supply 

chain in this article, the demand is not only related to the price, also under the influence 

of promotional effort we also for pricing before sales promotion before pricing, and the 

profit of supply chain under the pricing and promotion at the same time to compare the 

final by numerical experiments, analysis of the supply chain of the influence of some 

parameters on the decisions and profits.[7] 

When demand are sensitive to price than feeling and or promotional cost is high, after 

the first promotional pricing under the right of decision-making main dynamic 

distributors profits without pricing before promotion sales instead of first mover 
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advantage of profitable decisions will not be able to give dealers a profit advantage 

because even if seller has a first decision superiority, in the case of promotional cost is 

high, it is hard to get high profits from the promotion of the potential demand and if 

price is quite sensitive to pricing before promotion will motivate producers make more 

favourable price. 

When demand are sensitive to price than feeling and or promotional cost is high, after 

the first price promotion has the right of decision-making main move under the 

manufacturer's profit by the production with no promotion before pricing instead of 

first mover advantage of profitable decisions will not be able to give producers a profit 

advantage because in this case, the manufacturer if using the first-mover advantage, 

make a favorable price, only will weaken the sellers promote enthusiasm, that, in turn, 

will reduce the profits of producers, on the other hand, after the first promotional 

pricing will motivate distributors Greater sales efforts have resulted in greater profits 

for manufacturers. 

 

5.Summary 

This paper mainly studies the new product in the supply chain coordination problem, I 

have tried to seek a new product can coordinate the supply chain contract, and 

analyzes the pricing and promotion decisions in the order of the impact on the supply 

chain in this article, the demand is not only related to the price, also under the influence 

of promotional effort we also for pricing before sales promotion before pricing, and the 

profit of supply chain under the pricing and promotion at the same time to compare the 

final by numerical experiments, analysis of the supply chain of the influence of some 

parameters on the decisions and profits. 

The contributions of this paper are reflected in the following aspects: first, we set up 

The contract, which is based on the revenue sharing contract, also apportion the 

promotion cost. We find that the contract can coordinate the supply chain of this article. 

We also study the impact of three decision sequences on suppliers, sellers and supply 

chains. It is proved that the profits of producers, sellers and supply chains are always 

the lowest under simultaneous pricing and promotion; when the demand is not very 

sensitive to the price and the cost of promotion is also low, it is advantageous to the 

supplier before the price is priced, and the price is favorable to the seller after the 

promotion. On the contrary, when demand is price-sensitive and/or the cost of 

promotion is high, pricing before promotion is beneficial to the seller, and pricing after 

promotion is beneficial to the manufacturer. 

On the basis of this article, future research can also be carried out in the following 

aspects. (1) to study the coordination of decision order of new products under other 

contracts. In this paper, we consider the contract of income sharing and promotion 

cost sharing. In real life, other contracts may be signed between enterprises. Therefore, 
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it is an interesting research topic to study the decision order problem under other 

contracts. (2) this paper assumes that promotion is verifiable, in real life, promotion is 

sometimes not verifiable. Research and promotion is an important issue in the supply 

chain coordination of new products under non verifiable situations. (3) the demand 

patterns of new products are diverse, such as the Bas s diffusion model proposed by 

Bas s in 1969, which is later widely used in the new product supply chain; there is an 

uncertain demand model and the situation of the new product supply chain may be 

much more complicated when the demand is uncertain. Therefore, it is a very 

meaningful research topic to analyze other problems by using other demand patterns. 
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