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Study of A Tow Level Supply Chain Returns Policy Model Based on the Newsboy Model
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Abstract: T his paper conducts a research on buy-back coordination mechanism in supply chain system of a
single supplier and a single retailer. The double marginalization effect under the newsboy model in a two
stage supply chain is analyzed. The profit models of the supply chain members are constructed to analyze
the way to eliminate the double marginalization effects through wholesale price contracts. The results
show that buy-back contract can lower the wholesale price increase the order. Thus the total profits ir
crease and losses reduce while customers needs meet better. Ultimately, the optimal decision making inde
pendently by the supplier and retailer is consistent with the system optimal in the supply chain.
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