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Return Policies from a Risk-Averse Newsvendor Model
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In this research we analyze the value of return policy between Japanese
apparel manufacturers and department stores with the newsvendor model considering risk shifting to
the manufacturers. We show that department stores unilaterally forced the apparels to take the risk,

at introducing the return policy. On the other hand, the apparels can accept the risk depending on
the degree of market uncertainty and supply chain optimal can be achieved in the return policy.
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