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Supply chain performance analysis and coordination with consideration of
strategic customer behavior

HUANG Song' YANG Chao' ZHANG Xi’

1. School of Management Huazhong University of Science & Technology Wuhan 430074 China,
2. School of Management Wuhan Institute of Technology Wuhan 430205 China

Abstract: The widespread application of dynamic pricing strategy has trained customers to be strategic. Strate—
gic customers time their purchase optimally according to the price path of the product in the selling season
and the retailer determines optimal stocking quantity and selling price according to customers’ purchase be—
havior. The rational expectation equilibrium solution when the two members play in a static game as well as
the situation in which the retailer makes quantity commitment to strategic customers is investigated. It is
found that the optimal selling price optimal stocking quantity and optimal expected profit in rational expecta—
tion equilibrium are smaller than that in standard newsvendor model respectively. The optimal stocking quan—
tity in quantity commitment is smaller than that in rational expectation the optimal expected profit in quantity
commitment is larger than that in rational expectation equilibrium and is larger than that in standard newsven—
dor model under some specific conditions which indicates that the existence of strategic customer behavior
may benefit the retailer. Further revenue sharing contract and quantity discount contract are utilized to coor—
dinate the decentralized supply chain.

Key words: supply chain management; strategic customer behavior; rational expectation equilibrium; con—

tract



