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A Study on Revenue-sharing Contracts Considering Customer Regret Psychology

KANG Huaifei, GUAN Zhenzhong, FENG Guifang
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Abstract: This paper considers a three-level supply chain consisting of a supplier, a retailer and consumers. Based on the
rational expectation equilibrium hypothesis and backward induction, we first analyze the retailer's pricing and inventory
decisions, and then discuss revenue-sharing contracts. Results show that, the retailer should adopt the quantity commitment
policy to increase profits, and revenue-sharing contracts can increase the credibility of quantity commitment and coordinate
the supply chain. However, different from traditional conclusions, the optimal wholesale price may not be necessarily lower
than product costs. Moreover, a revenue-sharing contract is effective only when the ratio of bargaining power between the
retailer and the supplier reaches a certain threshold. The cooperation willingness of the retailer within the effective interval
can be divided into high, medium and low types. Numerical experiments show that the effective interval of a revenue-
sharing contract expands with the increase of consumer regret for stockout and narrows with the increase of consumer regret
for high prices.
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Figure 2 Effective intervals of a revenue-sharing contract
DETR)S 7 i 4 A P 5 L2 45 T b (A N A7 B/
I EE A A2 e E R s, BARE
A5 7 LY B A SN B R O A0, (H P o R R
9, TAE AR S S ey, AR
FAIVESS, EEE R BN R AT SR KR 4 A

T8 O AN AT AN R e Mo B, T
0 P ity AR (L ot IR B A o 5 #8 EL e B
Je MR A s TR RS 0 7 ot ey (L ot P S B g e
TR Mt e R 20 T, AR R S R
rEm P NAEE T, FE RN IR S
B AR A T BUKP (R AEX RS- s
SNy, XUT ARGy A W AE I F 7 i 2
ra A A T, T E R =R S
I B PR R S BE AN T — K (R AE DX ) s
St X5 R IR A

R 1M EE R s 5 TR bR 55 1 2w i e A
BBURMIIOCR . Wad I 3L P K B L A A%
A SEAR T A, Hom S A R X R] ST S e



%5 4

REM KBRS HEDT: BRI A A LB S R BT 35

s TAR A B DR S o 245 7 K B DL A
JPEA7 AN A T3 2l 7 R B R I S v i Ja

MR ELA ks, HIX R Ss™, ShpIsMmis
A TIXAISE, sMAIsMs,

®1 AREHFEFEBTHEERRMEN. FEEFENFE

Table 1 The retailer's optimal price, inventory and profit with different consumer regret psychologies
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