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Abstract: This paper explores the coordination of the agricultural cooperative to supermarket or
E-commerce supply chain, under the condition of quantity loss with a mixed decay function of
exponential and logistical distribution. The nature of this process is analyzed, and the corresponding
demand and supply functions with single- and multi-stage discount strategies are constructed,
respectively, to create a working model. The optimal discount ratios for supermarkets and agricultural
cooperatives in decentralized and centralized decision-making modes coupled with single- and
multi-stage discounts are calculated, respectively. Finally, a universal optimal strategy is designed,
which can be applied to various quantity decay scenarios and makes the discount strategy more
generalized. The results show that discounts can coordinate supply chains more effectively; not
only would fresh agricultural produce be sold out before it starts to rot, but also the benefit conflicts
arising from both supermarkets vs. cooperatives and traditional vs. E-commerce channels could be
equilibrated. Further, multi-stage discounts are more difficult to coordinate than single-stage ones,
the corresponding optimal discount ratios rely on the initial quantity of fresh agricultural produce in
the supply chain, its market share in the traditional distribution channel, the potential market size,
retail price, the price sensitivity coefficient of the channel, the cross-elasticity coefficient of prices
between different channels, and the properties of the quantity loss. It is concluded that, regardless of
what kind of quantity and quality loss occurs, whether decentralized or centralized decision making
is selected, or whether the supermarket’s or agricultural cooperative’s discount ratio is considered,
a universal price discount consisting of a fixed term and a drift term could both maximize supply
chain profit and coordinate this dual-channel supply chain.

Keywords: fresh agricultural produce supply chain; coordination; discount contract; quantity loss

1. Introduction

In the last 20 years, the fresh agricultural produce supply chain has become a major
field of study (see, for example, Clark and Hobbs, 2018 [1]; Vernier et al., 2021 [2]; Tian
X et al., 2020 [3]; Walker et al., 2016 [4]). A broad range of subjects has been researched
from the abstract, such as modeling (see Clark and Hobbs, 2018 [1]; Magalhaes et al,,
2021 [5]; Siddh et al., 2017 [6]; Xiaofeng Xu et.al., 2021 [7]), sustainability (Vernier et al.,
2021 [2]), propagation (Smith, 2011) [8] and operation (Nosratabadi et al., 2020 [9]), to
physical systems such as retailer behavior (N. Xu et al., 2021 [10]), pricing (C. Huang et al.,
2021) [11]; Gaggero et al., 2021 [12]), risk (Walker et al., 2016 [4]), and contract (Zheng et al.,
2017 [13]). In China, agricultural cooperatives have developed rapidly in recent years, and
they cooperate with supermarkets to provide a sustainable and stable quality of agricultural
products to consumers. This new fresh agricultural produce supply chain works well if
and only if its operational steps are properly synchronized. It is a dual-channel supply
chain that uses traditional and E-commerce channels. In the former, customers buy fresh
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agricultural produce from supermarkets, who buy it from agricultural cooperatives; in
the latter, customers buy directly from agricultural cooperatives or supermarkets via the
internet, which increases the convenience of their experience. After analyzing the literature,
we found that these two channels often conflict with each other if the wholesale price is
irrational (Siddh et al., 2017 [6]; Liu et al., 2020 [14]). Further, if the wholesale price is
higher than a certain threshold, supermarkets will lose customers to E-commerce; if the
wholesale price is lower, customers are more likely to buy from supermarkets, which could
lead to a loss of profit for agricultural cooperatives. These channels are therefore linked
by the behaviors of both suppliers and consumers. More importantly, the quantity and
quality of fresh agricultural produce necessarily changes over time, which can produce
considerable losses (Magalhaes et al., 2021 [5]; Siddh et al., 2017 [6]; Smith 2011 [8]) and
result in a corresponding increase in price. Although this is a difficult problem to address,
coordinating the supply chain is an important step in its solution.

Fresh agricultural produce is susceptible to dehydrolysis and rotting; the former
causes a decrease in quantity and freshness, and the latter is detrimental to its quality
(Siddh et al., 2017 [6]). Both events therefore result in a loss of quality of the produce,
which indirectly affects its saleable quantity (Magalhaes et al., 2020 [5]) and the topological
structure of the customer base (Smith, 2011) [8]. Further, bacterial and viral contamination
of the fresh agricultural produce can occur, which not only leads to a sharp decline in
the quality of fresh agricultural produce, but also harms human health and lives. Be-
cause this kind of contamination is often invisible and difficult to predict, it can make
supply chain management more difficult (Ilkyeong Moon et al. 2018 [15]; Mitchell et al.,
2020 [16]). Although block-chain technology can reduce this hazard by marking rotten
food (Kramer et al., 2021 [17]; Saurabh et al., 2020 [18]), this identification process has
inherent risks (Kamilaris et al., 2019 [19];) that work against supply chain coordination.
This highlights the need for an effective mechanism to be designed. Many scientists (Clark
and Hobbs, 2018 [1]; Magalhaes et al., 2021 [5]; Subrata Saha, 2014 [20]; Subrata Saha and
Izabela Nielsen, 2020 [21]; Siddh et al., 2017 [6]) have proven that written contracts are
a feasible and reasonable coordination strategy for supply chains, as they specify price,
quantity, quality, cost and risk as parameters to which all parties must adhere. Discounting
prices is also an effective strategy with which to coordinate the supply chain, as proven by
Gaggero et al. (2021 [12])) and Xiaofeng Xu et.al. (2021) [22]. The results of this previous
research can help to coordinate a more efficient fresh agricultural produce supply chain.
None of these results, however, are effective in all possible scenarios: i.e., they can only
design an optimal discount strategy for a supply chain that satisfies certain conditions, and
may need to be correct if these conditions shift to other new ones. Further, because the
price of fresh agricultural produce reflects their freshness (determined by the time elapsed
between picking and selling), a dynamic strategy with multiple discount stages should be
designed; and because each category of food loses quantity and quality on a characteristic
curve, a universal optimal price discount ratio is difficult to determine (Nosratabadi et al.,
2020 [9]; Xiaofeng Xu, et.al., 2020 [23]).

This paper analyzes a supply chain consisting of agricultural cooperatives and su-
permarkets, and considers traditional and E-commerce channels simultaneously. On the
one side, fresh food must be sold out before the deadline; on the other side, the price
of the fresh food changes dynamically with time. Furthermore, there are many complex
conflicts between the two channels. These two reasons make the coordination of this kind
of supply chain more difficult. The purpose of this paper is to design a price discount
strategy to both coordinate this fresh food dual-channel supply chain and make market
clearing. To implement it, it also introduces the idea of a dual loss of quantity and quality
in the distribution of fresh agricultural produce. First, a supply chain with quantity loss in
mixed exponential and logistical distribution is examined. Then, an operating model with
a single-stage discount is constructed, and the optimal discount ratios of supermarkets and
agricultural cooperatives with decentralized and centralized decision-making processes
are calculated, respectively. The same analytical method is then applied to find the optimal
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discount ratios for multi-stage discounts. Other scenarios of quantity loss are subsequently
analyzed, and universal optimal ratios for multi-stage discounts are obtained by inductive
reasoning. This can help ascertain different quantity loss scenarios and dual-channel supply
chain coordination.

2. The Dual-Channel Fresh Agricultural Produce Supply Chain

As the previous analysis explains, a discount contract is an effective way to coordinate
this supply chain. This paper will also consider the following questions: What properties
should the optimal discount ratios of different enterprises contain? How many times
should a discount be introduced in the supply chain’s operational process?

The specific properties of fresh agricultural produce mean that their quantity and
quality change over time. Physical and biochemical causes make the quantity and quality of
fresh food produce decrease. Physical changes (such as dehydration or damage in transit)

trigger exponential decay. If Qfl) is the transitory quantity driven by physical change at
time t,
Qo

1) _ _ _
Q" =exp(—at+b)Qo = oxplat =)

)

Biochemical change is considered logistic decay, because bacteria and viruses spread
from infected to healthy fresh agricultural produce. If the corresponding quantity is

QEZ), then

@ _ Qo

Q= c+dexp(et + f) @)
The former is defined as the loss of food quantity, and the latter as the loss of food
quality. The nature of logistic decay means that the quantity decreases dynamically, as
in Equation (1). Further, physical changes, such as dehydration and impact damage, are
inevitable, which decreases the quantity of fresh agricultural produce over time. In fact, the
dual loss of quality and quantity happens synchronously, furthermore the quantity change
that happens is produced by both physical and biochemical change, which are independent

but parallel processes. This means that the quantity of a product at time ¢ is:

1 1
Qr = Qo X (exp(ax—b) +C-Hiexp(eif-f—f)) o

So, the quality loss of fresh agricultural produce can be divided into two aspects. One
is physical (exponential) decay, defined by Equation (1); the other is deterioration, rot and
contamination as an inverted S-curve, which satisfies Q; = o(a + exp (bx +¢) ') and is
constrained to Equation (3), where, expb+1/(c+dexp f) = 1.

The supply chain operational system is shown in Figure 1:

wholesale and raditional sales ch |
.
<<— transportation _ 5 |€———traditional sales channe T—t)
and delivery ' 1scount 1
discount1 discount2
>
agr 1cu1t1}ral | 5 |supermarkets | > 5
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O disinfection at disinfection at o | B
agricultural supermarkets
cooperatives
v > e-commerce channel -

Figure 1. The fresh agricultural produce supply chain and discount coordination process.
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The notations in this paper are shown in Table 1:

Table 1. The Notations in This Paper.

c Unit cost of fresh agricultural produce at an agricultural cooperative
Unit loss that occurs when products cannot be sold because of physical
deterioration: i.e., the cost per unit of disposing of rotten food. Because fresh
g agricultural produce is worthless once it is no longer fresh, it must be disposed
of. In this sense, although the scrap value of these rotten foods is zero, there
are costs involved in their disposal, which means that g > ¢

« Price-sensitive coefficient of a channel
Cross-elasticity coefficient of prices between channels. A channel’s price
B elasticity demand is generally higher than the cross-elasticity coefficient

demand for prices between channels: i.e., « > 8
Tr Quality guarantee period of fresh agricultural produce
H Cost fixed by a particular store
u Potential market size for fresh agricultural produce
Q Quantity of an order supplied to a supermarket by an agriculture cooperative

w Wholesale price paid by a supermarket

0% Coefficient of fresh agricultural produce quality to demand

D, Market demand in the traditional sales channel

Dy Market demand in the E-commerce channel

P, Supermarket price in the traditional channel

Py Agricultural cooperative price in the E-commerce channel

Ny Price to discount ratio for supermarkets in the traditional channel

14 Price to discount ratio for agricultural cooperatives in the E-commerce channel

Figure 1 describes the operational process of the fresh agricultural produce supply
chain. After the fresh agricultural produce is picked, agricultural cooperatives store it in
a warehouse or transport it to a supermarket. At time T, the fresh products arrive at
the supermarket, which then sells them to consumers. It may sell them at a discounted
rate according to fresh agricultural produce characteristics or market demand. The super-
market decides when and how discounts should be applied. In the E-commerce channel,
agricultural cooperatives may also apply discounts based on the same factors.

To analyze this problem, the operational process of the fresh agricultural produce
supply chain should be identified (Ezzeddine et al., 2012 [24]; Kollia et al., 2021 [25];
Kurnia et al., 2016 [26]). At the first step, because quantity Q; is dependent on the behavior
of agricultural cooperatives but independent of supermarkets, Q; satisfies

1 1
@ =00 (=) * cx o) X

However, at the second step, quantity Q; is dependent on both agricultural coopera-
tives and supermarkets, so

Qi = Qo x [exp(_al(Tw —To)+b1)+ c1tdy exp(fll(Tw*Tonl)} 5)
:| 5

ool =To) -0+ ot
If the quantity of fresh agricultural produce at time ¢ is (5), it makes sense to apply a
discount strategy to achieve market clearing. If a product falls below the acceptable sales
quality, or if its supply far exceeds its demand, its value is 0; however, it still incurs disposal
costs. If a discount strategy is applied in time, this can be avoided. In this sense, having
an effective discount strategy in place is important for both agricultural cooperatives and
supermarkets.
An effective discount strategy should achieve both market clearing and supply chain
coordination; the latter’s primary objective is to obtain maximum profit based on the former.
Second, agricultural cooperatives and supermarkets must balance their distribution with
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their discount strategy to ensure a reasonable profit. Third, the discount strategy should
reduce the conflict between traditional and E-commerce channels to a negligible level
(Tabrizi et al., 2018 [27]).

The complexity of this problem is rooted mainly in the changeable properties of the
quality and quantity of fresh agricultural produce, and the conflict within their supply
chain. It is therefore necessary to clarify the operational process. In the traditional channel,
agricultural cooperatives transport the fresh agricultural produce to supermarkets first in
the time interval [Ty, Ty, |, where Ty is the initial point in time, and T, is the point in time at
which the fresh agricultural produce reaches the supermarket’s warehouse. No discount is
applicable at this step because the fresh agricultural produce is not yet being sold. In the
second step, t € [Ty, Tf], the fresh agricultural produce must be sold by the supermarket
before it begins to rot at deadline T;. The quantity and quality of fresh agricultural
produce change dynamically with time, which causes the latter’s demand function to
alter correspondingly, and enhances the difficulty of supply chain management. If supply
and demand are equal, market clearing occurs; similarly, only if a scientific coordination
mechanism is designed and implemented will the dual-channel fresh agricultural produce
supply chain be coordinated. This is a necessary condition of a healthy supply chain
(Gaggero et al., 2020 [12]; Xu et al., 2019 [28]; Zheng et al., 2017 [13]). To focus on the first
condition of equilibrium between the supply and demand of fresh agricultural produce,
the demand function must first be identified. The characteristics of this supply chain give
the corresponding demand function:

D,(t) = 60U — apr + Bpg + vq0D1D2 (6)

Equation (6) describes the demand for fresh agricultural produce in the traditional
channel. In this process, customers buy the fresh agricultural produce from a supermarket,
which causes a dynamic demand change as Equation (6). This demand function consists
of four aspects: (a) the demand scale OU of the traditional channel, driven by the demand
proportion of traditional commerce 6 and market scale U, i.e., the constant of the demand
function of fresh agricultural produce; (b) sensitive demand ap,, driven by retail price p,
and a price-sensitive coefficient in the traditional channel «, which is accompanied by a
negative linear correlation between sensitive demand and retail price; (c) cross-elasticity de-
mand Bp, from E-commerce trading, which is affected by demand in the E-commerce chan-
nel: if demand in E-commerce decreases in a negative linear correlation with the E-price
p4, demand in the traditional channel will increase, and vice versa; and (d) the demand
arising from quantity loss yqof(t), which increases as quantity decreases. Here, the loss
function has two parts: quantity loss in a certain time interval [t(, Ty], denoted by Dy, where
D1 = exp(—a1(Tw — To) + b1) + e eXp(ﬁ%Tw—To)"rfl); and quantity loss from time T, to

current time ¢, denoted by D;, where D, = exp(—ax(t — Tw) — ba) +

1
co+dy exp(ex(t—Tw)+f2)”
which are seen in the two fractions in square brackets in Equation (6). Because these two

parts are sequential processes, the demand function could be described as D; x D;. Fur-
thermore, if time t < Ty, D;(t) = 0(D1),if Ty <t < Ty, D,(t) = 0o(Dq x Dy). In Equation
(6), all parameters, such as a;, b;, c;, d;, e;, fi, i = {1,2}, are the descriptive statistical analysis
results of fresh food of the cases under certain conditions.

In the E-commerce channel, agricultural cooperatives sell fresh agricultural produce
directly to their customers via the internet. The sales behavior, therefore, begins at the initial
point in time ty, which makes them independent of supermarkets. The corresponding
demand function Dy(t) is:

Dy(t) = (1 —0)U—aps+Bpr+7Qt -
=(1-0)U—apg+ Bpr+7QoD1

Similarly, the demand function of agricultural cooperatives has four aspects in the
E-commerce channel: (a) the demand scale (1 — 6)U of the E-commerce channel; (b) the
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sensitivity demand apy; (c) the cross-elasticity demand Bp, in the traditional channel;
and (d) demand arising from quantity loss ygf’(t). In the E-commerce channel, fresh
agricultural produce is sold directly to customers, so the time interval is [T(,t], which
means that f/(t) satisfies the form defined in the square brackets in Equation (7).

If the characteristics of the dual channel supply chain are reconsidered, two kinds
of management must be considered: decentralized and centralized decision making
(Zhai et al., 2021 [29]; Zhu et al., 2018 [30]). In the former, cooperatives and supermar-
kets make decisions independently, to maximize their own profits; in the latter, the two
enterprises are regarded as a system, and make a decision by maximizing the profits of the
system as a whole. In this case, a rational profit distribution mechanism must be designed
to prevent conflict between the two sides. If both decision-making modes maximize their
impact, a scientific coordination mechanism can be designed. In decentralized decision
making, the supermarket’s profit can be represented as:

T fprfT D, (t)dt — wQ — g[Q fT D, (t } H
=(pr+g fTJD,tdt—(w—l-g)Q—H
= (pr+8)[0U — apr + Bpa](Tr — To) — (w+g)Q — H+ (8)
(pr +8)7q0D1D2

[ [c2 exp(—ea(Tp— Tw)*szdz]*ln(CzeXP(*szdz)}
Cren

T
It relies on demand fTu{ D,(t)dt in time interval [Ty, Ty], the cost wQ, the loss aris-

ing from the quantity difference between supply and demand g {Q - fTTu{ Dr(t)dt} , and

the disposal cost H for unsaleable fresh agricultural produce. Similarly, the agricultural
cooperative’s profit can be represented as:

Us —Pdfo Dy(t)dt+wQ —cQ —c(671 —1)Q — g[( )Q—fOTFDd(t)dt}

= Q(w— S5 +8) + (pa+ Q) Te((1 - )U — apy+ Bpy)

+(pr + 8)7q0 X {[eXP(*ﬂl(TF*Z;J)erl)*eXPbl]

+ [In[c1 exp(—e1(Tr—To) —f1)+d1]—In(cy exp(—f1)+d1)] }
c1e1

)

The corresponding profit of the agricultural cooperative described in Equation (9)
consists of the incomes from both the traditional channel wQ and the E-commerce channel
Pa fo D, (t)dt, and the cost of the loss arising from the quantity difference between supply

and demand g {Q fT D, (t dt} and the disposal cost of unsaleable fresh agricultural

produce H.

To design a discount strategy that coordinates the supply chain, it is necessary to
analyze the operational process and the corresponding profits of the supply chain as a
whole. To do this, the supply chain should be regarded as a system that obtains the
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corresponding profit in the centralized decision-making mode. When the operational
process is considered, the profit of supply chain 7 is:

7o = prfa Dy(Ddt+ pa i Da(t)dt — g[Q — [1F D (t)dt]
—g[(61 = 1)Q— [T Da(t)dt]| —cQ—c(671 —1)Q—H
= (pr + (1 = O)U — apa + Bpr)(Tr — Tw)+

(Pr+8)740 {exp(_al(Tw —To)+b1) + C1+d1€XP(€1gTw*To)+f1)}

X { [exp(_‘ZZ(TF_TZL7)+b2)—eXp bz]
. (10)
+ [In[c; exp(—e2 (T —Tw) — fo) +d2]—In(cz exp(—f2) +d2)] }
Cren

+(pa + &) Tr((1 = 0)U — apy + Bpr)

+(pa +8)rq0 X {eXPPﬂl(TF*anHbl)fexphl

+ In[c; exp(—e (Tr—To) — f1) +d1]—In(c1 exp(—f1)+d1) }
c1€1

—(c+9)07'Q-H

If Equations (8)—(10) are combined, the differences in profit between decentralized
and centralized decision-making modes in the supply chain are calculated in Equation (11).
When the sum of the supermarket and agricultural cooperative’s profits are compared with
those of the fresh agricultural produce supply chain,

e — (mr +1q) = (pr+8)(1=20U)(Tr — To)
+(a—B)(pr +8)(pr — pa)(Tr — Tw)
~(pr = pa)rqo x { 2Rl —oph

In[cy exp(—e1 (Tr—Ty)—f1)+dq|—In(cq exp(—f1)+d
4 Infer exp(=e1 (Tp—To) fgl)e1 1]=In(cy exp(=£1) 1)}

(11)

Because there is no internal friction in the centralized decision-making mode, it is
concluded that 7t, > (7, + 7). This is an essential indicator that the supply chain can
be coordinated.

3. Main Results

Nonlinearity and instability mean that there are always differences between demand
and supply for fresh agricultural products. Because there is a certain extent of conflict
between agricultural cooperatives and supermarkets, and between traditional and E-
commerce channels, it is necessary to coordinate the enterprises in the supply chain.
Scientists (Gaggero et al. (2020) [12], Tang et al. (2018) [31]) have proven that discounts
can redistribute profits between the enterprises in a supply chain, and consequently make
it work more efficiently. When the properties of the supply chain are considered, it is
concluded that the longer the discount time, the more competitive the supply. This can be
expressed by an essential differential equation. If the interval of an independent variable is
divided into several sub-intervals, the differential between demand and supply is small; if
the sub-interval is very small, the derivative is closer to the actual function, which means
that the discount times should be long enough to be influential, but not so long that they
ignore the corresponding costs and effects. First, set

1
1+ dl eXp(el(Tn - Tnfl) +fl),

D, = exp(—a1(Tn — Tn—l) + bl) +

and Dy = exp(—ax(Ty — Tp) + b2) +

1
cot+dyexp(ex(Tw—To)+f2) "
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Additionally, set

= 1
D; = — —a:(T, —T,_ .
"ot dexp(ei(Tu — Ty1) + fi) Xp(=i(Tu = Tu-1) +bi)

D; = exp(—a;(Ty — Ty—1) + b;) —exp(—a;(T, — T,—1) + b;), wherei =1,2.

Set

52 = In[co exp(—ex(Ty — T1) — f2) + do] — In[cp exp(—ex(Ty—1 — T1) — f2) + da)

The corresponding conclusion of the discount strategy is given (see Theorem 1).

Theorem 1. There exists a positive integer n and positive numbers g?‘l (t) and g5~ (t) at the nth
discount, where
1 —a1(Ty—T,_1)+b1)—expb
gl = exp(—a( 211) 1)—expby

4 Infey exp(—e1(Tn—Ty 1) —f1)+d1]—In(c1 exp(—f1)+d1)
c1eq

describes the profit coupled with quantity change in the E-commerce channel, and

gg—l<t) _ eXP(—ﬂz(Tn—ngl)-i-bz)—expbz
+1n[02 exp(—ex(Tn =Ty 1)—fo)+da]—In(co exp(—fo)+da)
202

describes the profit coupled with quantity change in the traditional channel.
If the decentralized decision-making mode is adopted, the optimal discount strategies for
supermarkets and agricultural cooperatives are

S\ v U (1-0)Ua Y90 -1 BpaD1
ngl(m ) B 2{20% T (Fad)pg | 2ap (T, — T, 1) )+ 2ap } 12

n=1 .
and . )
1) U . 190 n-1
ngl (ﬂd ) B ngl{ 2upy T Zapr(Tn_Tnfl)gl (t) + (13)
P 902Dz _ (1-8)U« }
2apr (T,—Ty—1)(B2—2a%)  (B22a2)py

respectively. Under the same conditions, if the centralized decision-making mode is adopted, the
optimal discount strategies for supermarkets and agricultural cooperatives are

n

1k 1 D - D
L, _nzl{‘lf’r(Tnquill)(ﬁ—“) &)~ Tt

n=1
_4Prﬂ1(Tn’Yj0Till)(ﬁ+“) +4Pr¢z€2(TZ?JT(5—1)(5+“) } (14
and n x n = =
£0i) = E{wmestnd - marn e
+ 19001 _ 730D1 D, } (15)
4paay (To—Ty1)(B+a)  4pgcaea(Tu—Ty—1)(f+a)

+L B u B (29—1)U
2pr Apg(B—a)  4dpa(B+a)

respectively.



Sustainability 2022, 14, 2174

9 of 28

Theorem 1 gives the optimal strategy for each stage of discount, including the optimal
discount ratios for supermarkets and agricultural cooperatives using decentralized and
centralized decision-making modes, respectively, if the quantity of fresh food loss satisfies
Equation (4). Because transitory optimal discount ratios at discount stage 1 are defined
by Equations (12)—(15), the supply chain can be coordinated at an arbitrary stage. There
are, however, other categories of fresh food quantity loss. In certain situations, the optimal
discount strategy calculated in Theorem 1 will not fit, because the properties of the quantity
loss have changed. This invokes the question: Is there a more general and clearer discount
strategy that coordinates the fresh agricultural produce supply chain with all possible
quantity loss scenarios? Although this seems impossible, an answer is given in Theorem 2.

Theorem 2. There exists a universal discount strategy for all scenarios of fresh agricultural produce
decay. It has two categories—fixed term and drift term—uwhich determine the optimal discount
ratios. If the coordination mechanism of the decentralized decision-making mode is adopted, the fixed

n
term of the discount ratio for supermarkets Y. (77'~1) “is
n=1

c u (206 —1u
5 — + 16
2, ap(B—w) | ap(pta) i
and the drift term is
90 { / Q(t)dt — L o e dt] (17)
pr nz:] —XJT, ( ) ‘B +a ( )
The fixed term of the discount ratio for agricultural cooperatives can be generalized as
c u ~ (20-1)U (18)
2pr  Apa(f—a)  4pa(p+a)
and the drift term as
Y90 ¢ { 1 /Tw Q) 1 (T ]
40 +—— Q(t)dt 19)
pdn;l ﬁ_a Tnfl () :B+a Tn—l ()

In the coordination mechanism of the centralized decision-making mode, the fixed term dis-
counts for supermarkets and agricultural cooperatives are

L _eu B(1—0)Uu
; ( l)flxed 2ap, + (B%— 2“2)Pr (20)
and ) 0o
— o
; ( )ﬁxed m (21)

respectively. Similarly, the drift term discounts for supermarkets and agricultural cooperatives are

> (). = WOZ[ [“ o i+ 5 5s /j"lQa)dt} 22)

nl

n % n Tw Ty
y (ﬂg—l)dri& = 190 Y [,B“M/ Q(t)dt + ﬁ/ﬂﬂ Q(t)dt} (23)

n 1

respectively.
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Theorem 2 shows that whatever the quantity of fresh agricultural produce loss, there
is always a universal optimal discount ratio, relying on Q(t) fitting for market clearing and
supply chain coordination.

4. The Single-Stage Discount Approach

In the supply chain operational process, there exists a discount point T; at which,
because of conflict between demand and supply, the supply chain sells fresh agricultural
produce at full price if t < Ty, but a discount is required if t > Tj.

If the single-stage discount strategy is used (in which the discount ratios of supermar-
kets and agricultural cooperatives are denoted as 7, and 14, respectively), the corresponding
prices should be 77;p and 7, py, respectively, after the discount. Because the discount strat-
egy is implemented, the demand function changes accordingly. If < T; and no discount
strategy is implemented, the demand function would not change; but if t > Tj, the agricul-
tural cooperative and supermarkets change their prices from p; and p, to n;p; and #,p;,
respectively, according to the theory of balance between supply and demand, the demand
function must be changed. The properties of demand for fresh agricultural produce mean
that the demand function can be regarded as a linear transformation of the original demand
function. This means that in the traditional channel, if ¢t < T,

D, (t) =0U—ap,+ Bps+

Yqo0 [exp(—al(Tw —To) +b1) + c1+d; GXP(ell(Tw—TO)‘i’fl)} (24)

% [exp(—ar(t = To) = b2) + e |

The demand function consists of two parts: trend —ap, + Bps + vqof (t) and intercept
6U. The element f(t) is defined in Equation (6). It is the adjustment effect for a change
in market demand caused by the dynamic quantity of fresh agricultural produce in the
traditional supply chain channel, and describes the decay properties of the initial quantity
go over time t. The agricultural cooperative’s online price p; also affects supermarket
demand. Further, if ¢+ > T; at the discount stage,

Dp(t) = 60U —anpr+ Prapa+

o [exp(_al(Tw —To)+b1) + c1+dq exp(ell(Tw*To)Jrfl)} (25)

1
% [exP(_aZ(t —Tw) —b2) + Cz+dzeXP(€z(f—Tw)+f2)}

When t > Ty, the demand function shifts because the retail prices change from p, and
p4 to yrpr and 17,p,, respectively. If prices p, and p,; form a linear scale with prices 7, p, and
14P4, respectively, then the demand function shifts accordingly, as seen in Figure 2.

Figure 2 shows the nature of the demand function’s change: i.e., there exists a discon-
tinuous price point at which the demand function shifts from D, to D,,. The latter consists
of two parts: intercept U and trend —an, p, + Braps + vqof ().

In the E-commerce channel, transport is not necessary: customers buy fresh produce
directly from agricultural cooperatives, so quantity change can only occur when the fresh
agricultural produce is picked. In this case, if t < T7,

Dy (t) =Dg(t) = (1-0)U—apy+ Bpr+ 7Q:
= (1-0)U—aps+ Bpr (26)

Qo % [exp(=ar(t = To) = b1) + & grapre =T
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andif t > Ty,

Dp(t) = (1—0)U—angps+ Pyrpr +7Qt
(1=0)U — apatja + Bprir 27)

Figure 2. The change of demand function with price.

In the traditional supply chain, the demand function is divided into two categories:
Equation (26) describes the first step before the discount is applied; and Equation (27)
maps the changes to supply price and demand quantity afterwards (Liu et al., 2020 [14];
Zhang et al., 2017 [32]). It is concluded that the common intercept (1 — 0)U exists in both
traditional and E-commerce channels, but the trend terms are different. The trend of the
former channelis —ap,; + Bpr + vqof' (t), and that of the latter is —ar ps + B1rpr + vq0f' (t),
where f'(t) is defined in Equation (7) as the adjustment effect of the dynamic supply
quantity in the E-commerce channel of the supply chain.

4.1. Price Discounts in the Decentralized Decision-Making Mode

To coordinate discounts, the profits of the supply chain and its enterprises must be
analyzed. Without loss of generality, set Top = 0, i.e., the fresh agricultural produce is
distributed immediately after it is picked, and a price discount coordination process can
be specified in the decentralized decision-making mode. First, the supermarket would
determine the retail price of the fresh produce based on market demand after it is delivered
from the agricultural cooperative. If the retail price, discount price, market demand,
purchase price and quantity of the fresh produce are fixed, the corresponding profit of the
supermarket 71, is

= prfy. Dn(t)dt+nep, 1 Do(Hdt — Qu—H
= pr(T1 — Tw)[(OU — apr + Bpa)] + 1:p+(Tr — T1)[(OU — atgypy + Bi1apa)]
(1 +7,)prygo X {eXP(—ﬂz(TF—T1)+b2)—eXPb2+

a

(28)

Infey exp(—ea(Tr—T1)— fo)+da]—In(co exp(—fo)+da) } —Qw-H
Caep

As shown in Equation (28), the supermarket’s profit 77, has two parts: one is independent
of quantity change and the other is dependent on it. The former occurs in two steps (non-
discount and discount), which are integral to profit density functions [(0U — ap, + Bp,)] on
timescale (Ty, T1) and #,p,[(0U — an,py + By74p4)] on timescale (Ty, Tr), respectively. The
latter is integral to the quantity decay function in these two sequential steps, i.e., the product
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of dynamic prices (1 + #,) p, driven by quantity loss from both physical change and decay;
exp(=ay(Tr— T1)+172)—8XP by

and the integral quantity decay function of quantity change due to
physical loss, and the operator Injep exp(—ey (Te—T1) f 2)+d2] Inezexp(=fo)+3) o quantity change
due to quahty loss. To simplify this, the profit coupled with quantity change is denoted as
82(h), 1.

—ay(Tp—Ty)+by) —exp b
o) = exp(—a(Tp a;) 2)—expby
4 Infez exp(—ez(Tp=T1) ~ fo) +dp] ~In(cp exp(=fo) +5)
Cpen

(29)

The properties of the discount process mean that the agricultural cooperative’s profit is

74 = Pafg) Dan(B)dt + fapa [z} Dan(t)dt + Qu — Qe — (071 = 1) Qe
= pa(Ty — To)((1 = 6)U — apg + pr)

+1apa(Te — T1) (1 — 0)U — apang + Bprify)+

’mopd{eXp( a1 (T — 47;(1]) 1)—expby

_|_1n[01 EXP(—el(Tl—To)—fél):;dl]—ln(CleXP(—f1)+d1)+

Wd[exp( ay(Tp— Z’;) by)— epr2+

(30)

[In[cp exp(—ex(Tr—Ty)—f2) +da]—In(co exp(—f2) +da)] } }
2

+Qw—Qc— (671 —1)Qc

As with that of the supermarket, the profit of the agricultural cooperative consists of
two sub-profits. The characteristics of the operation process mean that the wholesale pro-
cess in time interval [Ty, T; | and the corresponding profit driven by quantity loss index g1 ()
should be considered, and can be described in terms of quantity loss caused by physical de-
cay exp(=a (Ty=To)=by)—expby 4 quality decay Infcy BXP(*el(TlfTo)*f;]);dl]*ln(Cl exp(—fi)+d1) )
respectively. ThlS means that

gl(t) — eXp(fﬂ](Tlfzi))*bl)*eXpbl

+ Infcq exp(—eq (T1—To) —f1)+d1]—In(c1 exp(—f1)+d1)
c1€q

(31)

The optimal discount ratios of these two enterprises are important to coordinate the
supply chain; they can be decided by taking the partial derivative of 7, to Equation (30).

a7ty
ony

= 0Up,(Tr — T1) — 200, p*(Tr — T1) + Bprpana(Te — T1) + pryqoga(t) (32)

where

() = exp(*ﬂz(f*T;Z)*bz)*eXP by )
+ In[c exp(—ea(t=T1) —fo) +da]—In(cz exp(—fo) +42)
(51%)

describes the corresponding operator of the loss at the second step. If d7, /9%, = 0 and

882;772’ = —2ap? < 0, the physical properties of this supply chain operation mean that the

discount ratio of the supermarket #, satisfies

_ OUp,r + Bprpatta PrYqo
20p7 20p?(Tp — Th)

x §2(t) (34)
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Similarly, the optimal discount ratio for agricultural cooperatives can be found by
calculating the partial derivative of Equation (30) based on the condition of the second-order
partial derivative of 9%7t;/dy3. Further,

Y]
4

Byp?pag (39)
rPdqo0
+m(81(t)+gz(f))
Here, 27 — =490 .ndif B > 2a, the optimal discount ratio 7* is obtained
ere, 7 E T and if B > 2«, the optimal discount ratio 77} is obtained,
which satisfies
* _ Za(Tprl)(lfe)U ,BGU
Ta = s Paadp 36)
Brg
+M—Ti,m(81(f)+&(f))
If (36) is substituted for (34),
« _ ou  (Tp=T)(1-6)UB
Tr = 2ap T T 4a2)p,
r ap (B*—4a?)p (37)

2 2 2 2
+ Zﬂpr(igz H4062) + g“lf?/;rjzzg)(fﬂ *4 ;1; 82(t)
Although there are differences between them, the optimal discount ratios 7; and #;
consist of two aspects: the trend term of the last part of Equations (36) and (37), and the
constant term of the rest of these two equations. There is a decay effect in the trend term
described by the integral demand function, which reflects the price and decay property
coupled with dynamic quantity change. Further, the decay effects of discount ratios, which
rely on the dynamic demand quantity of fresh agricultural produce, are determined by
functions ¢, (t) and g1 () + g2(t), respectively. This shows that discount ratios depend on
the operational process of the traditional supply chain channel. It can also be concluded
that, if B > 2, a minimum profit would be achieved, which is not desirable. If f = 2a,
this is not an optimal solution; B < 2« is the basic condition for the supply chain to
operate normally. With this in mind, the equilibrium condition of supply and demand in
supermarkets is:

Ty Tr
| Datvar+ [ D =Q (38)

0

i.e., Equation (38) can be expanded to

Q = (0U —apy + Bpa)(Th — To) + (OU — anypr + Briapa) (Tr — T1)

1
(

+7490 {exp(—al(Tw —To) +b1) + Tw,TO)Jrfl)]gl(t) (39)

+7490 {exp(—az(TI: o Tl) + bz) + cz+dzexp(ez%TF—T1)+f2)}gz(t)

c1+drexp(eq

and the constraint condition of equilibrium between supply and demand in the agricultural
cooperative is
/T1 Dy (t)dt + /TF Dpn(H)dt = (671 -1)Q (40)
Iz, dl Iz, d2 -

Then,

(0'=1)Q =((1—60)U—aps+Bp:)(Th —To) + (1 — U — apana

(41)
+Bpr1r(T1 — To) + vq0(81(£) + g2(t)]

The balance of supply and demand equilibrates the dual channels of the fresh agri-
cultural produce supply chain, and the scientific coordination mechanism defined by the
discount ratios p, and p; ensures rational profit distribution based on maximizing market
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clearing and profit in the system as a whole. These two conditions ensure that discount
ratios are always at an optimal trajectory, which stabilizes the supply chain, as shown in
Figure 3.

A ~ Stableattractorat f;
Attractor works at time
>
Perturbaflef becurs at time £ |
.: _: : .: > |
°h  n o fs

Figure 3. Attractor stability.

If perturbation from the environment is added, the equilibrium between the supply
and demand of fresh agricultural produce is broken, because the discount strategy can
stimulate demand growth to fill it; there must be a “potential difference” attractor that pulls
the deviation back to the optimal trajectory. Further, in decentralized decision making,
because two enterprises make decisions independently, there are several non-synchronous
behaviors that occur and entangle together in the operational process, which affects the
efficiency of the supply chain.

4.2. Price Discount in the Centralized Decision-Making Mode

In centralized decision making, agricultural cooperatives and supermarkets are re-
garded as a whole, in which optimal prices are calculated by resolving a corresponding
optimal model. Because of the relationship between market demand and system supply,
and the operational properties of this supply chain, the supermarket’s retail price, the
online price set by agricultural cooperatives, the supermarket’s discount ratio #;, and
the agricultural cooperative’s discount ratio 77; must be determined. The properties of
the fresh agricultural produce supply chain mean that the profit 7r; in the centralized
decision-making mode is

e = pr i} D (Ddt+n0p [1F Dia(£)dt + pg [ Doy (£)dt
+apa [7} Dap(t)dt —071Qc — H
= pr(Ta — To)(OU — apy + Bpa) + 1:-pr (OU — apepr + Priapa) (Tr — Tr) +
pa((1 = 0)U — apg + Bpy) + napa((1 = O)U — apgy + Bprgy) =67 'Qc —H  (42)

+pPrrdo [exp(_al (Tw - TO) + bl) + c1+dp exp(ell(Tw*To)+f1)}gl (t)

1 Pryo {exp(—az(TF ~T)+b)+ co+dy eXP(ezl(TF*Tlﬂfz)}gz(t)
+Pav9081(t) + 1apavqo82(t)
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Equation (42) shows that the supply chain profit has two parts: the drift term and the
constant term. The constant term is —0~'Qc — H, but the drift term is more complex. It
relies on the behavior of agricultural cooperatives and supermarkets, which is determined
by the price-sensitive coefficient of the channel; the price cross-elasticity coefficient of
the between channels; the effective coefficient of food quality to demand; corresponding
discount ratios; and the quantity loss index g;(t), where i = 1,2. To summarize: the profit
coupled with centralized decision making is defined by the constant and drift terms, which
are driven by their respective prices p, ; and discount ratios 7, 4, coupled with the corre-
sponding demand quantities in time intervals [Ty, Tw), [Tw, T1) and [Ty, Tf|, respectively.

If the constraint of equilibrium conditions (38) and (40), or (39) and (41) are combined,
the order quantity in the traditional channel Q is

Q* _ Zeu(Tl _ TO) _ "fepd(1+1’]i)€(T1*TO)

(43)
_|_/39Pr(1+1771)9(T1*T0) + %[gﬂt) + go(t)]

by taking partial derivative of Q from Equation (42). Substitute (43) into supply chain profit

Equation (42), and %7;: =0and 371;; = 0, the optimal discount ratios for the agricultural

cooperative and supermarket are

* p-o)u BY90(Tr—T1+1)

= + t
Tr 2apapr(Tp—T1)—Bprpa(Tr—Ty +1)° prr(Tp—Tl)—ﬁzpr(Tp—Tﬁl)zgZ( )
OU(Te—Ty) n
zapﬁpr(TF*Tl)*ﬁZPrPd(TF*Tl+1)2Pd (44)

aYqo
2up (Tp—T1)—B2pr (T~ T +1)° 82(t)

[exp(_QZ(TF —Th) +b2) + Cat+dp eXP(ezl(TF—Tl)'*‘fz)}

and 1o
77; = apy +%g2(t)
+5Pr(TF—T1+1) pl-o)u +
*pd 2ap,pa(Te—T1)—B2prpa(Tr—Ty+1)°
BY90(Te—T1+1) "
ZWPr(TF*Tl)*ﬁzpr(TF*TlJrl)ng( ) (45)
OU(Tp—Ty)
+Zapﬁrir(TF—Tl)—ﬁzprpﬁ(TF—Tﬁl)z+

apryqo
2ap, (Te—T1)—B2pr (Te— Ty +1)° 8(t)

{eXP(*ﬂz(TP —T1)+by) +

1 J}
co+dy exp(e2(Tr—T1)+12)

respectively. The optimal discount ratios of both 7; and 7; are determined by the point in
time of the discount; prices p, and py; the sensitive coefficient of the price of a channel «;
the cross-elasticity coefficient of prices between channels ; and the effective coefficient of
food quality to demand g(t).

A comparison of the optimal discount ratios in the centralized decision-making mode
described in Equations (44) and (45) with those in the decentralized decision-making mode,
described in Equations (37) and (36), shows that the latter is larger than or equal to the
former. This is because there are much fewer internal conflicts in centralized decision
making, which makes the supply chain more effective. Further, in the centralized decision-
making mode, resources, such as information, inventory and equipment, can be shared
in collaborative planning, forecasting and replenishment (CPFR), which greatly improves
operational efficiency [6,9]. There are, however, gaps in profit between decentralized and
centralized decision-making modes, and strategies should be introduced to improve the
capability of the latter.
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5. Optimizing the Multi-Stage Discount Strategy
5.1. Market Clearing in Multi-Stage Discounts

The quality of fresh agricultural produce deteriorates over time, which means that
several stages of discount are necessary. This is because as the quantity and quality of
fresh agricultural produce decline, the price elasticity coefficient becomes smaller, and the
demand function correspondingly becomes concave. The graph of the demand function is
described approximately in Figure 4.

P P
A A
—“
2 R
2 Q> Qs Q1 Q4 Q5 Q% Q) QF Qf

Figure 4. The demand function of fresh agricultural produce and the effect of multi-stage discounts.

Figure 4 shows the properties of the demand function and the way the effects of
discounts vary at different times. As discount times increase, supply matches demand
more closely.

Multi-stage discounts follow a process: Once the quality or quantity reaches a certain
low threshold, the corresponding price discount ratio 175’ ; must be introduced to compensate
for the loss that occurs because of the mismatch between supply and demand, and to
redistribute profit rationally between supermarkets and agricultural cooperatives. Here, k is
the k' discount stage, and r and d represent the supermarket and cooperative, respectively.
In the operational properties of the fresh agricultural produce supply chain, discount
behaviors always occur after time Ty, after which the multi-stage discount process can be
analyzed. First, if the first discount time T; > Ty, the corresponding process is as described
in Figure 5.

1l . ) n
SM Ny n 12 n ;_L— 1 ny

. n n

ey 2,

> > -~ 5" Tu
To T Ty 2 In
' NdPd NqPd

a2 - n—1 n
FPC N4 N ld d

Figure 5. Multi-stage discount coordination in the fresh agricultural produce supply chain.

Because the price in one discount stage must differ from that in another, the correspond-
ing demand function of the dual-channel supply chain relies on the order j € {1,2,...,n}
of the discount stage. According to the properties of the multi-stage discount strategy in
the supply chain, the price in time interval (T;, T; 1] should be 5~ 1p, or 172’_1 pg before the
discount stage 7; so, the corresponding demand function at the n'h stage is determined
by the discount ratio #~! at the previous stage. Generally, 7/ is smaller than 5'~! to
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ensure both market clearing and fair profit distribution. According to the properties of
multi-stage discounts in the fresh agricultural produce supply chain, the demand function
of the supermarket in the discount stage # is:

Drn(t) =0U — ‘uﬂzilpi’ + ﬁﬂgilpd

+490 {exp(fal(Tw - TO) + bl) + c1+dy eXP(fl%Tw*TO)+f1)} (46)

X [exp(—az(t —Tw) —bp) + cz+d2exp(ezl(t—Tw)+f2)}

Similarly, the demand function of the E-commerce channel in the discount stage # of
the agricultural cooperative is:

Dgn(t) = (1 —60)U—ani 'py+ Bt tp;

1 47)
100 % [exp(=ar(t = To) = b0) + s

Equations (46) and (47) show that within each time interval (T,,_1, T;) of the dis-
count, the demand is deterministic due to the deterministic price. When the new discount
ratio 7, is introduced at time T}, however, the demand shifts from what is decided by
discount ratio #, _ ; to the ratio decided by 7, according to Equation (46) or (47). This
means that demand is a piecewise function, and the points at time T;,i = 1,2, ... are all
discontinuity points of the second kind. As previously analyzed, the discount ratio is
an attenuation function with multiple discount times i,i = 1,2, ..., to which the demand
function adjusts correspondingly.

Further, because of the anchoring effect, the discount works quickly if and only if
its stages occur over a short period. In this case, the state at the next stage is dependent
on that of the one that precedes it. To study the multi-stage discount strategy in supply
chain coordination, this property must be thoroughly understood. The demand in different
stages of this discount process can be regarded as a martingale process (Jin-you strategy
(Hu et al., 2019 [33]), where

P(Dr,n(t) |Dr,nflr Dr,n72/ ceey Dr,l) = P(Dr,nfl) (48)

withn,n=1,2,...,ie., E[P(D;,(t) — Dy y—1|Dyn—1,Dyn—2,...,Dy1)] = 0. Each discount
stage can then be analyzed independently, and based on this, the multi-stage discount
strategy can be understood as a whole.

As previously explained, there are always two kinds of decision making in the supply
chain coordination process that can be selected. Decentralized decision making is similar to
the single-stage discount process to a certain extent. At some stage, however, the demand
function is different because the price changes, so the total profit is the sum of the profits at
each stage of discount. In this case, the supermarket’s profit becomes:

n
=¥ 7 pr 1 Den(t)dt — Qu — H
n=
n

= ¥ {m 1p(0U — anLpr+ By pa) (Tu = Ta)+ (49)

n=1

' prrgo {exp(—al(Tw —To)+by) + ot exp(ell(Tw_TU)+fl)}ggil(t) —Qw—-H

Equations (28) and (49) differ slightly, because each discount stage is independent
of discount time but dependent on demand, and demand satisfies the property of the
martingale strategy in Equation (48). If the discount #; is a constant, the ratio at the
nth discount becomes 5?',n = 1,2,..., and the profit at each stage can be calculated by
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Equation (49). According to a similar process and method and considering its dynamic
nature, the agricultural cooperative’s profit would be:

T =X 15 pafr" | Dan(t)dt+Qw— Qe — (671 —1)Qc
n—=
=X ny pa{ [(1 = O)U =~ pa + B2 | (T = T) (50)
n=

+9q0 % (817 (1) + 857 (1) } + Qw — Qe — (671 —1)Qe

As discussed, the corresponding constraint conditions for equilibrium between supply
and demand in the traditional channel must be addressed. In dynamic coordination terms,
the supply chain is coordinated as a whole if it is coordinated at each stage using certain
strategies. Regardless of coordinative strategies, however, market clearing is crucial to the
supply chain to obtain maximum profit, which requires that

n Ty
) / Dy (t)dt = Q
n=17Tn-1

i.e., if and only if the supply of fresh agricultural produce matches demand, there is no
internal conflict in the supply chain. If demand D;(f) is expanded at the nth discount
stage, then

n

Q = & {(6u—wny lpr + By pa) (T — Tu)+

n=1

(51)

790 [exp(_al(Tw —To) + 1) + c1+dq EXP(€11(Tw—T0)+f1)]ggil(t)}

where

8371 (t) _ exp(—az(Tn—TZ;1)+b2)—exp by

+ In[cy exp(—ea(Tu—Ty1)—f2)+da]—In(co exp(—fo)+d2)
Cren

describes the profit coupled with the quantity change in the traditional channel, and

-1 exp(—a1(Ty—T,_1)+b1)—expb
gl = p(=a1( all) 1)—exp by

+ In[c; exp(—e1 (T —Ty—1)—f1)+d1]—In(c1 exp(—f1)+d1)
‘e
describes the profit coupled with the quantity change in the E-commerce channel.
According to the same method, the corresponding constraint conditions for equilib-
rium between supply and demand in the E-commerce supply chain channel are

né /TT_l Dy (t)dt = (9‘1 — 1)Q
ie.,
(61 -1)0= ;{ (1= 0)U — i pa + B~ e | (Ta = Tuot) + 190807 (0]} (52)

Equations (51) and (52) show that the equilibrium between supply and demand is
important to the sale of fresh agricultural produce. Because the produce must be fresh, the
demand functions vary at different stages, and this equilibrium is broken. It is not necessary
for supply to be equal to demand at every stage, but the total demand must be equal to the
total supply in all stages as a whole. This means that the respective conditions under both
decentralized and centralized decision-making modes are much complex. The equilibrium
in the operational process as a whole can be understood as a degenerate distribution in the
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equilibrium at each stage of discount. Although this degeneration is not strictly correct
(because the local equilibrium in sequential small timescales in accordance with discount
stages is a sufficient but not essential condition), it is a reasonable alternative method.

The coordination of the supply chain with multi-stage discounts is analyzed in
Section 5.2.

5.2. Optimal Discount Ratios in Multi-Stage Discount Strategies

In the decentralized decision-making mode, like in the single-stage discount process,
the supermarket sets the retail price based on market demand. A reasonable discount
ratio 77! can be set to encourage demand, which in turn changes the demand quantity.
This means the agricultural cooperative must produce the new discount ratio 17;1_1. In this
aspect, there is no difference between single- and multi-stage discount strategies.

Combine Equations (49)-(52), then take partial derivative for 77 ~! and 17;;*1 from (49)
and (50), respectively; the partial derivative a7, /957~ of the nth discount stage is:

n
a7 — L {(Tn—TM)[GUpr 2001 p2 + Bprpany |
Mr = (53)

Tq0Pr [exp( 1(Tw = To) +b1) + c1+dy eXP(ell(Tw*To)Jrfl)}gg_l (t)}

Equation (53) shows that a(aiiﬁ)z < 0. These multiple stages of the discount process
My

are not independent of each other, but rather work as a system. The optimal sequential
discount ratios must be determined systematically. If the properties of the discount strategy
and Equation (53) are considered, the function of the discount ratio of the retail price of
fresh agricultural produce in the traditional channel is:

n 1
n—1 ﬁpm
ngl T ; |:21Xpr Zuzp, :|

1
+n§1{ Zﬂpr(gquan) {exp(—al(Tw —To) +b1) + c1+dy exp(er (Tw—To)+f1) 68
0}

Equation (54) shows that the discount ratio 777"~ ! of the supermarket’s retail price relies
on the discount ratio 17:;_1 of the agricultural cooperative, and the mapping between them
is relatively complex. If the solution to Equation (54) is 7 = 1,(14), replace it into the profit

function of the cooperative; then, taking the first order partial derivative to 7}~ !, we have
oy _ ¥ B*pali -
= Y8 (T Tyo) | (1= 0)Upg — 20y g3+ PP gt (1) (55)
977,1 n=1 n©
n 2
It can also be seen that « > 8 and a(aiﬁ )2 =Y (T =T )lgﬁ —22)r < 0. According to
VP n=1

the analysis method used in /', the optimal price discount ratio 71" of a fresh agricultural
produce from an agricultural cooperative in the E-commerce channel is:

Z(”d ) :él{ﬁgﬁ%& (£)+

%%[exp(—az(ﬂu — TO) + bZ) (56)
(1-0)Ua }

+ ; } -
co+dy exp (e (Tw—To)+ f2) (B2262)p,
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Similarly, if 77. is inserted into the reverse function of response function ;" = #,(14),
the optimal discount ratio #; in the traditional channel is:

1) (1-0)Uan 70
ngl(”r ) = Z{z«pr F2a)pg T 2apr (Tp—Too 1)82 (1) &)

B 1
B2 [exp(=a1 (T = To1) +b1) + sare 7|}

In the decentralized decision-making mode in this dual channel supply chain, agri-
cultural cooperatives and supermarkets work independently to pursue their own optimal
profits. Because of this, the analytical solution for the optimal price discount ratio 7, of
the agricultural cooperative, and the discount ratio #; of the supermarket maximize both
market clearing and the profits of each party. An analytical process that combines Equations
(56) and (57) should therefore be applied to ascertain the optimal profits for agricultural
cooperatives and supermarkets, respectively:

= né (17:‘_1>*pr/Tj: Dy (t)dt — Qw — H (58)
g = i(ﬂd Pd/ D (t)dt + Qw — Qc — (9‘ )Qc (59)

Similarly, the profit of the supply chain as a whole would then be:
n n
- T, -
e = 2177 PrfT Drn )dt+ 2177:1’ 1pdan,1 an(f)dt—QC— (9 ! _1)QC_H
n= n=

n
= Zl{n?’lpr(w —an?pr+ By pa) (T — Ty +
n

e Pr’WO [exp( ( TO) + bl) c1+d; EXP(Ell(Tw—To)'*‘fl)}ggil (t)

n
L ny " pa{ |1 = 00U — i pa+ B | (T = Tuor) + 1080 (D)
n=

—Qc—(671—=1)Qc—H
(60)
Taking the first and second partial derivatives of ;7:1;1 for Equation (60), the second

Hesse matrix S of 7t to 7/~ ! and 17;’_1 would be:

2 n
S e —2ap,? zl(Tn—TH) Z,BPrPdZ( Ty-1)
r n—=
s P | T (61)
T A1) 2ﬁprpd2( ~Tyq) —2ap3 Y (Tu—T, 1)
d n=1

2
n
where |S| = 4(a? —ﬁz)p$p§< Y (T, — Tn_1)> ,o > B, Ty > T,_1,and |S|> 0. Because
n=1

n
—2ap? ¥ (Ty — Ty_1) < 0 in matrix S, the second Hesse matrix of 7, to "~ and 172‘_1 isa
n=1
negative definite matrix, which means that 7. is a joint concave function of %"~ and 17;_1.
The quantity of fresh agricultural produce in the supply chain is therefore:

Q fl(n n_l)[u+(ﬁ—a)(ng’lpﬁnﬁ*lpr)]+é#& (£)

);Mqo[exp( 0(To = T) +01) + &7 777

(62)
In the centralized decision-making mode, although the steps of the multi-stage dis-
count are relatively complex, the basic principle is the same as in the single-stage discount
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process. If the optimal quantity of fresh agricultural produce is inserted into the supply
chain profit function in the centralized decision-making mode, the derivative can be as-
certained based on discount ratios 7/ ~! and 17;_1. For the profit function of agricultural
cooperatives and supermarkets in the centralized decision-making mode, the optimal
discount ratios (7~1)" and (17;*1)* are

n

x () :ngl{@,m}%é’g_l(t)x

[cl-l-dexp(el(%n—Tn,l)-&-fl) - exp(_al(Tﬂ - Tnfl) + bl)}

_ r90(exp(=a1(Tn—T,— 1)+b1) exp(—ay (Tn—T,—1)+b1))
4a1pr(Ty—Ty—1)(B—a

_ q0(exp(—ay (Tn—T,— 1)+b1) exp(—=a1(Ty—Ty1)+b1))
4pray (Ty—Tp—1)(Bp+a)

790 (63)

+4prC232(Tn Ty 1)(ﬁ+lx)

{c1+dexp(el(1Ta,7Tl)+f1) —exp(—a1(Tw — Th) + bl)} X
[In[co exp(—ea (T — T1) — fo) + do]

—Infey exp(—ex(Ty 1 = T1) = fo) + )]} + 20 4 o — U

and
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E’l (Wd ) N nzl{ 4pgcrer(Tn—Ty1)(B—0) [In[cz exp(—e2(Tu — Th) — f2) + do]
—In[cy exp(—ex(Ty—1 — T1) — f2) + da]]

_ 790(exp(=a1(Tu—Ty_1)+b1) —exp(—a1 (T =Ty 1) +b1))
4pgaq (Ty—Ty—1)(B—«)

+W'J0(exp( a1 (T =Ty 1)+b1) exp(—=a1(Tn—Ty_1)+b1))
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respectively, where aiff =0, aznﬂfl = 0. Further, the optimal profit of the supply chain 7t}

in the centralized decision-making mode is:

n % T, n % Ty
m= Y () o [ D(hdt+ Y (ni7) pa . Dan(tidt —Qe— (071 1) Qe —H (65)
n=1 n—1 n=1 n—1

It has been proven that the profit produced in centralized decision making is greater
than or equal to that of decentralized decision making. Accordingly, the corresponding
discount ratios are also more reliable (Tran 2018 [34]).

Although centralized decision making is better at coordinating the supply chain and
ensuring market clearance, the synchronization between supermarket and agricultural
cooperative must be strictly controlled. As a result, decentralized decision making is often
introduced (Neubert et al., 2018 [35]; Singh et al., 2015 [36]; Stranieri et al., 2018 [37]).
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6. Discussion and Conclusions
6.1. Other Scenarios and Comparisons

Although there are several kinds of quantity loss, this paper examines the case of
dual decay with quality and quantity loss. This hypothesis, however, is not strictly correct,
because other scenarios can occur under certain conditions (Belkhatir et al., 2020 [38];
Suhail et al., 2020 [39]). For example, what strategy should be used if the quantity loss is
not what Equation (3) defines, or if a demand disruption occurs, or if a series of substitutes
for fresh agricultural products are considered synchronously? What we cared is not
just the coordination strategy in the particular case defined in this paper, but a universal
coordination strategy for all possible cases. All scenarios can be described by several specific
parameters, and if they are taken as fixed constants, the scenario becomes deterministic
(Inoue et al., 2020 [40]; Tominac et al., 2020 [41]). To draw a universal conclusion for
discount coordination, other scenarios should be discussed. Because this is too complex to
analyze in the scope of this paper, we examined a coordination strategy for the different
kinds of quantity loss of fresh agricultural produce. A simple case of quantity loss that
satisfies exponential distribution exp(—A(t — t)) is discussed in the following paragraph.

6.1.1. The Discount Strategy for Quantity Loss That Satisfies Exponential Distribution
exp(=A(t = to))

This is a degenerate distribution of the model constructed in this paper that ignores
quantity loss Qo(c + dexp(et + f ))_1 arising from decay. Using the same analysis method
and process, the optimal discount ratio of the agricultural cooperative in a single-stage dis-
count strategy is considered. The optimal discount ratios of 777 and 7; in the decentralized
decision-making mode would then be

. yqo(eMTE —emMTh) a(1—0)U (©6)
Ta = 3 (Tp — T1)pa(B? —242)  2a2p; — B?pg
and
. _ ou vqgeTW()‘f)‘l)(e”‘ZTl _e—)\ZTF)
= 2ap, T 2ap; A (Tp—Th) (67)
4 pra vq0(e M TF—eM1T1) «(1-0)U

20py | M(Tr—T1)pa(B2—242) * 202pg—PB*p,

respectively. Similarly, in the centralized decision-making mode, the optimal discount
ratios of 77; and 7;” would be

B ygoeTwt2=A1) (eM2Tr—e2T1)  qqo(eMT1—e MTF)

17* = _ 4+ £ — _u
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respectively. In the multi-stage discount strategy, the optimal discount ratios of 77; and #;
in decentralized decision making would be

LoV | rgo(e T —emMTn) g (1-0)Ua
L(n) = X lmn—nl)(ﬁtzwm Ry 70




Sustainability 2022, 14, 2174

23 of 28

and
,YqOeTw(Az—Al) ef/\zTnfl_e—/\zTn)

n n
n—1\* _ ou
L) =L 2up, T 26p A2 (Tn—Ty_1)

—A Ty —A T, _
Bpg | 10(e e M)y gy,

20py | M(Tu—Ty-1)(B?—242)pg  (B2—242)py

(71)

respectively. In the centralized decision-making mode, the optimal discount ratios of 77}
and y; would be
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respectively. In the optimal discount trajectory of agricultural cooperatives and supermar-
kets, similarities exist between single- and multi-stage discount scenarios with regard to
the dual decay of quantity and quality and the single decay of quantity. This conclusion

can be drawn by considering the quality loss of Qo (c + d exp(et + f)) ..

6.1.2. Comparing Quantity Loss Scenarios

Three scenarios of quantity loss can be considered: (1) where the logistical function
Qo(c+dexp(et + f)) " arises from quality evolution and the exponential function
Qo exp(—at +b) arises from quantity evolution; (2) where the exponential function
Qo exp(—at +b) is driven by quantity evolution; and (3) where the logistical function
Qolc+dexp(et + f)) " is driven by quantity evolution or quality evolution. If these
scenarios are compared, it is apparent that a discount contract is an effective way to ensure
market clearance and supply chain coordination with maximal profit. The duration, size,
and point in time of discounts are crucial in this strategy. In this paper, discount size has
been discussed by considering the loss of both quality and quantity.

6.1.3. A Universal Coordination Strategy for Multi-Stage Discounts

By analyzing other quantity losses with diverse decay functions, and comparing
the corresponding results of the transitory optimal discount ratios of supermarkets and
agricultural cooperatives, a hypothesis can be proposed: There is a universal law that can
coordinate supply chains in all scenarios. If this is true, all supply chains coupled with
diverse scenarios could be coordinated in a discount strategy that uses certain discount
ratios. The main idea of the coordination strategy would be the same in all scenarios, but
the corresponding parameters of discount ratios and times would vary. The next subsection
will attempt to find this universal law.

It can also be concluded that the discount size in the centralized decision-making mode
relies on fixed and drift terms, regardless of which loss function arises from exponential,
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logistical, mixed, or other types of distribution. For a multi-stage discount strategy, the

n
fixed term of the supermarket’s discount ratio } (17/!) "is
n=1

c u (26 —1)U
5= +
2pr  4pr(B—wa)  4pr(B+a)
while the drift term relies on the distribution properties of quantity and quality loss.

After generalizing the results of the corresponding distribution, the drift term of the
supermarket’s discount ratio is:

(74)

oy [ " awar- 2 " o =

Pr =1

Equations (74) and (75) show that for supermarkets, if centralized decision making
is invoked, the fixed term is independent of the distribution of quantity decay, but the
drift term is. Further, whatever the distribution of quantity decay, the discount ratio in the
multi-stage discount strategy will be determined by this fixed term, even if no quantity
loss occurs. The fixed term of this discount ratio is decided by the unit cost of fresh
agricultural produce from the agricultural cooperative; the price set by the supermarket
in the traditional channel; the potential market size; the price sensitive coefficient of the
channel price cross-elasticity coefficient between channels; and the market share in the
traditional channel, which is described in Equation (74). There are, however, distinctions
between scenarios that are driven by the properties of quantity decay and supply chain
operation. The former is decided by the characteristics of the fresh agricultural produce,
and the latter is controlled by supermarket prices in the traditional channel; the price-
sensitive coefficient of a channel price cross-elasticity coefficient between channels; and the
time intervals in a particular discount strategy. These two fractions form the drift term, as
shown in Equation (75).

In agricultural cooperatives, the discount ratio also has two parts. The fixed term can
be generalized as

c u (20 — 1)U
— — - , 76
2 WpaB-u)  p(B+a) 76)
and the drift term as
M n 1 Tw 1 T :|
M= NS g M CY @

If the decentralized decision-making mode is invoked, the discount ratio is similar
to that of supermarkets. The fixed term is decided by the unit cost set by the agricultural
cooperative; the price set by supermarkets in the traditional channel; the potential market
size; the price-sensitive coefficient of the channel price cross-elasticity coefficient between
channels; and the market share in the traditional channel, as described in Equation (76).
The drift term is the same as that of the supermarket, which is affected by quantity decay
and supply chain operation.

The universal law in the decentralized decision-making mode can be analyzed by
using a similar method. In this case, the fixed term is the same as that of the centralized
decision-making mode. The fixed term discount ratio for supermarkets and agricultural
cooperatives would then be

no eu . p1-oUu
Z (117 1)ﬁxed o szpr + (,BZ — 20{2)Pr

(78)
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and
Loy (1-0)Ua

;(”d owea = B —22)p, (79)

respectively. Similarly, the drift term discount ratio for supermarkets and agricultural
cooperatives would be

n

L (1) = 3 1) 0

n=1

« Tu
Dt + gt 2/,1 1Q(t)dt} (80)

nl
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) (’7;1 )driﬁ = Zn;l [,32 gy ‘/Tn—l Q(t)dt + B —2a2 ‘/Tn—l Q(t)dt} (81)
respectively. If the sizes of these two discount ratios and decision-making modes are
compared, it can be seen that the discount ratios are larger in the centralized mode, which
reflects its advantage.

It can be concluded that Equations (74)—(77), (80) and (81) are the universal analytical
expression of discount size. The former four equations fit the coordination strategy of
decentralized decision making, and Equations (74), (76), (80) and (81) fit the centralized
mode. In most cases, the universal coordination mechanism of multi-stage discounts with
reasonable ratios will greatly benefit the supply chain and its node enterprises (Zhang et al.,
2021 [42]).

Further, if Q(f) = 0, the optimal discount ratios would degenerate to the result proposed
in [6,16,43]; if Q(f) = exp(a — bt), the optimal discount ratios would degenerate to the result
proposed in [34]; if Q(f) is far larger than the normal quantity (i.e., it is a supernormal
disruption, in which an extreme and sudden disruption occurs), the result calculated would
match that shown in [16]. This proves Theorem 2 is correct.

6.1.4. Coordination within Agricultural Cooperatives

Agricultural cooperatives are composed of several families who work together, in
order to generate more profit than they would working alone. In this kind of enterprise, ef-
fective management (including planning, organization, control and coordination) increases
its benefits.

A question then arises: How can all families obtain reasonable profits under the
condition of maximized cooperative payment? This problem can be described as a dynamic
stochastic cooperative game model, which is complex to resolve. A solution can be obtained
without losing accuracy, by solving two sequential problems: first, a corresponding optimal
model of profit under certain constraints should be constructed (this should be a multi-
objective optimization model, but whatever category of model is used, a corresponding
optimal solution should be obtained); second, a reasonable profit distribution mechanism
should be designed, to make sure all families are compensated fairly.

Because the first question is an optimization problem, no matter how complicated it is,
it can be solved by invoking a fitness algorithm. The objective function of an agricultural
cooperative is multi-faceted: maximum profit, sustainable production, and a healthy
relationship with other enterprises in the supply chain are all considerations. The objective
of an agricultural family is, however, relatively simple: maximum payment. A rational
payment distribution can be determined by constructing a dynamic Shapley distribution
vector, if the optimal payment of the cooperative and all possible coalitions are calculated.
Because this problem is relatively simple, it was omitted from this paper.

6.2. Conclusions

The structure of a fresh agricultural produce supply chain is extremely complex.
Three kinds of coordination are involved in its operation: that between the agricultural
cooperative and the supermarket; that between traditional and E-commerce channels; and
that between families in a cooperative. The former two focus on the conflict between the



Sustainability 2022, 14, 2174

26 of 28

supermarket and the agricultural cooperative in the two channels, and the latter involves
conflict within the cooperative. To resolve these conflicts, coordination between enterprises
is key. After analysis, it can be concluded that the application of discounts is an effective
coordination strategy. Further, the coordination of discounts in the centralized decision-
making mode is more effective than under the decentralized mode. The paper then studied
a scientific discount parameter.

According to supply chain operation and coordination, the supermarket encourages
demand through discounts, and the agricultural cooperative gives discounts to promote the
E-commerce channel but surrenders part of its profits to the supermarket in the traditional
channel. Because the quantity of fresh agricultural produce decreases with time, however,
and because market demand is determined by supply, the price, including the correspond-
ing discount ratio, is difficult to ascertain. This paper introduced a multi-stage discount
strategy, and calculated each discount ratio coupled with its corresponding stage. If the
quantity decays as in Equations (1) and (2), corresponds to the loss of quantity and quality,
respectively, and if the decentralized decision-making mode is introduced, the optimal dis-
count for the supermarket is described in Equation (71), and the discount for the agricultural
cooperative in Equation (70). If centralized decision making is used but all other conditions
remain the same, the optimal discounts for the supermarket and agricultural cooperative
are decided by Equations (72) and (73), respectively. The centralized decision-making mode
is superior to the decentralized mode in terms of coordination effect.

There are, however, other kinds of quantity loss in fresh agricultural produce that
have diverse functions determined by the product’s physical properties and biochemical
characteristics. This paper discussed the loss function of exponential and logistical decay,
and found that whatever the nature of quantity loss, there is a universal function that
describes the discount ratio. It then divided the discount behaviors into two aspects: fixed
term (which is independent of changes to quantity and quality); and drift term (which is
dependent on these changes). In the decentralized decision-making mode, the fixed term
of supermarket discounts is given in Equation (78), and the drift term in Equation (80); and
the fixed term of the agricultural cooperative discount is given in Equation (79), and the
drift term in Equation (81). In the centralized decision-making mode, the fixed term of
supermarket discounts is given in Equation (74), and the drift term in Equation (75); and
the fixed term of agricultural cooperative discounts is given in Equation (76), and the drift
term in Equation (77).

If this universal conclusion is analyzed, it is found that, regardless of what kind of
quantity loss occurs, whether decentralized or centralized decision making is selected, or
whether the supermarket’s or agricultural cooperative’s discount ratio is considered, the
fixed term discount relies on the market share in the traditional channel; the potential
market size; the retail price; the price sensitive coefficient of the channel; and the cross-
elasticity coefficient of prices between channels. The drift term discount relies on the initial
quantity of fresh agricultural produce in the supply chain; the retail price; the price-sensitive
coefficient of the channel cross-elasticity coefficient of price between different channels,
and property of quantity loss.

Another problem cannot be discussed: In the mapping between profit 7t and discount
time 7, it can be concluded from the demand Equations (46) and (47), and the profit
Equations (60) and (65), that there is a positive correlation between 7t and #, such that the
profit 7t is positively correlated with the discount time #. This is because long discount
times decrease the difference between demand and supply, which in turn decreases the
cost of disposing of a superfluous supply of fresh agricultural produce. Unfortunately,
the discount cost cannot be analyzed using the demand Equations (46) and (47), or the
profit Equations (60) and (65), which makes the positive correlation between n and 7
unacceptable. Each discount can produce some degree of cost or loss, and this should
be added to the profit equations. The mapping between profit 7t and discount time # is
therefore very complex, and probably a non-negative correlation. Further, if the discount
times is too large, consumers could play a larger role in setting prices in the supply chain,
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and each further discount would increase the difficulty of management of the supply chain,
thereby decreasing the profits of the supermarket and/or agricultural cooperative. For this
reason, moderate discount times should be considered.

The dynamic discount ratio 71" and 173; at discount stage i are given as discussed, which
raises another, more interesting, question: How long should discount stages be to yield
maximum profit, supply chain coordination and market clearing? To ascertain this, the
profits of the agricultural cooperative, supermarket and supply chain should be considered,
and the relationship between profit 7r and discount time 7 should be analyzed. Discount
time is therefore an important parameter in the discount coordination strategy, and it will
be studied in the next paper.
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