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ABSTRACT  
 
This paper investigates the contracts and the manufacturer’s pricing strategies in a single-manufacturer and single-
retailer supply chain in which the retailer shows inequity aversion to his monetary payoffs. We develop a utility 
model for the retailer considering his inequity-averse effects and analyze its influences on supply chain 
coordination and the manufacturer’s decision making under different cases. In particular, three cases are discussed 
in our paper, the manufacturer provides the retailer a low, high and extreme high wholesale price, and under which 
we study their influences on the supply chain coordination schemes, i.e., the constant wholesale price contract 
(CWPC), linear quantity discount contract (LQDC) and revenue sharing contract (RSC). Based on above studies, 
the manufacturer will set his pricing strategy to determine his globally optimal payoff. Our analysis reveals that (i) 
on a supply chain with an inequity-averse retailer, all the CWPC, LQDC and RSC can coordinate the chain when 
the manufacturer sets a low-pricing strategy; (ii) when a high-pricing strategy is made, only the LQDC (both the 
CWPC and RSC fail in this case) can coordinate the supply chain, but only when the retailer shows low inequity 
aversion; (iii) the CWPC， LQDC and RSC all fail to coordinate the supply chain when an extreme-high pricing 
strategy is made by the manufacturer; (iv) for the manufacturer, the LQDC and RSC show better profit performance 
than that of the CWPC; (v) the retailer can benefit from the supply chain by manipulating his expression of inequity 
aversion.. 
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INTRODUCTION 
 

How should a supply chain achieve coordination? In the traditional supply chain that agents are self-interested and 
they only care their own monetary payoffs, i.e., they maximize their respective expected profits, and the supply 
chain can be coordinated by some contracts if no agents can achieve higher payoffs by unilaterally deviating from 
equilibrium. While this approach is appealing, it harbors an important weakness. The member on the supply chain 
may show fairness concern, so such a personal behavior may influence the equilibrium or even break it. For 
example, a retailer may feel inequity when his monetary payoff is lower than the manufacturer’s, and he may 
disagree in principal to cooperate when he achieves a very low monetary payoff. Supposing such behavior may 
affect each firm’s decision making, how will the firms behave? Furthermore, how to coordinate the supply chain 
when considering such behavior? 
 
This paper studies the contracts and manufacturer’s pricing decisions in a serial supply chain with one manufacturer 
and one retailer. Consumer demand is certain and has reverse correlation with retail price. In our study, the retailer 
is inequity-averse and pursues both of his monetary payoff and the equity of profit distribution on the supply chain. 
For the manufacturer, there are three pricing strategies, low, high and extreme-high pricing, can be made by him, 
and under which we will investigate their influences on the supply chain coordination schemes. Specifically, three 
well known contracts, the constant wholesale price contract (CWPC), linear quantity discount contract (LQDC) and 
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revenue sharing contract (RSC), will be investigated in our paper. Finally, the manufacturer will set his optimal 
pricing strategy to maximize his globally payoff.  
 
The firms play a Stakelberg game in the supply chain that the manufacturer first sets his pricing strategy to the 
retailer and then the retailer decides the retail price to the consumers. Both of them play a Nash equilibrium (each 
firm maximizes its object assuming the other player chooses its equilibrium strategy.). Thus, the manufacturer 
makes his optimal pricing decision given the retailer’s behavior, and therefore neither firm has an incentive to 
deviate unilaterally from the equilibrium. 
 
To well investigate the influences of the retailer’s inequity aversion on the manufacturer’s decision making, we built 
a baseline case without inequity aversion. Obviously, such a baseline case is same to that in the traditional supply 
chain. Then we consider the inequity scenario in which the retailer shows inequity aversion to his monetary payoff.  
Unlike traditional supply chain, after incorporating the inequity aversion into the retailer’s objective function we 
find some interesting results that (i) on a supply chain with an inequity-averse retailer, all the CWPC, LQDC and 
RSC can coordinate the chain when the manufacturer sets a low-pricing strategy; (ii) when a high-pricing strategy is 
made, only the LQDC (both the CWPC and RSC fail in this case) can coordinate the supply chain, but only when 
the retailer shows low inequity aversion; (iii) the CWPC， LQDC and RSC all fail to coordinate the supply chain 
when an extreme-high pricing strategy is made by the manufacturer; (iv) the manufacturer can achieve a higher 
profit by using the LQDC or RSC than that of CWPC; (v) the retailer can benefit from the supply chain by 
manipulating his expression of inequity aversion. 
 
The remainder of the paper is structured as follows: the literature review in Section 2, and then the model 
description in Section 3. In the Section 4 we built a baseline case of manufacturer’s pricing strategies without 
considering the retailer’s inequity aversion, and then the Section5 incorporates the inequity aversion into 
manufacturer’s decision making. In the final Section 6 we summarize the results and point out the future research 
directions. 
 
LITERATURE REVIEW 
This paper is closely related to supply chain coordination management and behavioral economic. Supply chain 
coordination has been a major issue in supply chain research. We refer the readers to [1] for a review. A scheme is 
said to coordinate the supply chain if the set of supply chain optimal actions is Nash equilibrium, i.e., no firm has a 
profitable unilateral deviation from the set of supply chain optimal actions. Lots of well known contracts have been 
proved to coordinate the supply chain, such as revenue sharing, quantity discount, buy-back, wholesale price. The 
constant wholesale price contract is the simplest one while is generally considered a non-coordinating contract [2]. 
Another simple contract, the quantity discount contract, which can be used to coordinate a supply chain with one 
manufacturer and one retailer supply chain and which is beneficial to a seller [16]. The quantity discount contract 
has been wildly used in supply chain management. Results in [17] address the problem of determining the economic 
order quantities for the retailer, given a quantity discount schedule set by the supplier. Results in [17] provided a 
quantity discounts schedule to coordinate the supply chain with multiple independent retailers. Results in [4] using a 
linear quantity discount schedule to coordinate the supply chain after demand disruption.  
 
In the traditional supply chain literature, much of research assume that manager’s choices are made by fully rational 
decision-makers who are self-interested and they are only care their own monetary payoffs while research in 
behavioral economics considers people’s behavior into decision making. 
 
The potential applications of behavioral economic to managerial decisions have attracted an increasing amount of 
attention from the academic community. Such as Results in [11] who builds a model considering the consumer 
overconfidence to explain the use of flat rates and late fees in rental markets, and teaser rates on loans. Results in 
[13] modify the Salop model of price competition with differentiated products in their paper and assume that 
consumers are loss aversion. Results in [18] presents a model of product-line design that considering the context 
effects. Results in [11] built a model considering the consumer overconfidence to explain the use of flat rates and 
late fees in rental markets, and teaser rates on loans. Fewer researchers study such issue from the empirical point, 
such as results in [7] who survey the empirical evidence from the field to explain why individuals deviate from the 
standard model in behavioral economics and they both in their paper emphasize consumer analysis inside and 
outside the lab. Results in [12] consider the psychology of consumer in their marketing models. Results in [8] 
explore the question of how a rational agent (whether a profit-maximizing firm or a mechanism designer) would 
want to contract with dynamically inconsistent agents. Results in [21] explore the consequences of neglecting non-
salient information when making such inferences by using e-bay data for DVD auctions. 



Xuan Lingling                 J. Chem. Pharm. Res., 2014, 6(6):984-991         
_____________________________________________________________________________ 

986 

As inequity aversion plays an important role in developing and maintaining channel relationships, some research 
papers address related issues. Results in [20] investigates the procedural inequity aversion to explain why “people 
are nice to those who are nice to them and punish those who are not”. Results in [9] builds a model by considering 
the distributive inequity aversion and incorporating people’s aversion to inequity. Results in [14] discuss how peer-
induced inequity aversion might limit price discrimination, account for low variability in CEO compensation, and 
explain pattern bargaining. Results in [6] consider the peer-induced price inequity aversion into a model of price 
competition. Results in [5] consider the inequity aversion on channel members’ decision making in situations 
involving choices on both investments and prices. 
 
Coordinating a supply chain with inequity aversion is one of the most important issues in supply chain coordination 
management and which has attracted few researchers’ attention and shown some interesting results. Results in [3] 
incorporate the concept of inequity aversion in a conventional dyadic channel to investigate how inequity aversion 
may affect channel coordination and they find that the manufacturer can use a simply constant wholesale price 
contract to coordinate this channel. Results in [19] extend the results of [3] to other nonlinear demand functions. 
Results in [3] made a significant contribution to incorporate the concept of fairness concern into the channel 
coordination issue, while there are some problems should be analyzed deeply. First, in their paper, they summarize 
the conditions under which the CWPC can coordinate the supply chain, while they do not study the influences of 
inequity aversion to other important schemes, such as LQDC and RSC. Second, the influences of the retailer’s 
inequity aversion to contracts can be summarized more interesting and meaningful conclusions. Our paper fills these 
gaps and considers retailer’s equality aversion into manufacturer’s decision making, and all the CWPC, LQDC and 
RSC are investigated. 
 
MODEL DESCRIPTION 
Consider a single-manufacturer and single-retailer supply chain in which the manufacturer sells his products to the 
consumers throw a retailer. Consumer demand at the retailer is determined linearly as the function of the retail price, 

i.e., ( )D p a bp= −  with 0 1b< < , where a  is the market scale, p  is the unit retail price (a decision variable) and 

b is a price-sensitive coefficient. The following is the sequence of events in the game: (1) the manufacturer provides 
the retailer his wholesale price,w , and contracts, i.e., CWPC, LQDC or RSC; (2) the retailer decides whether to 
participate in the game; (3) if the retailer accepts the manufacturer’s scheme, he will set a retail price p  and an 

order is made, then, the manufacturer start to produce with a unit production costc . At the end of the selling season, 
they receive their profits Mπ and Rπ , respectively. Otherwise, no cooperation between them and both receives zero 

profit.  
 
In traditional supply chain, agents are fully rational who maximize their own monetary payoffs without considering 
any behavior issues such as inequity aversion. Using simply algebra we can verify the following equilibrium results 
for this setting: the retailer’s optimal retail price is =( ) / 2p a bc b+  and based on such a price the manufacturer can 

maximize his profit by setting a wholesale price=argmax =( )( )mw w c a bpπ − − . It is well known that the CWPC 

cannot coordinate such a supply chain unless w c=  (the manufacturer earns zero profit).  
 
As firms, like individuals, are motivated by concerns of fairness in business relationships, including channel 
relationships (Kahneman et al. 1986), we consider the agent’s behavior of inequity aversion into the traditional 
supply chain. In specific, the retailer is inequity-averse who not only care about his own monetary payoffs but also 
distribution fairness. Similar to Cui et al. (2007), we built a utility function of the retailer in the following 
 

( , ) ( , )

[ ( , ) ( , )] 0 0
R R

M R

U w p w p

w p w p

π
λ γπ π λ γ+

=

− − > >， ，

,                                                                                                                (1) 

 
where the first term ( , )=( ) ( )R w p p w D pπ −  in Eq. (1) represents the retailer’s monetary payoff from the game and 

the second term, [ ( , ) ( , )]M Rw p w pλ γπ π +− , reflects the his inequity aversion from receiving a payoff that is behind 

that of the equitable payoff, i.e., when ( , ) ( , )R Mw p w pπ γπ< . Here, 0γ >  represents the manufacturer’s 

contributions to the supply chain (which is exogenous in our model) and 0λ >  is the retailer’s inequity aversion 
parameter. Here, we assume that there is no impact to the retailer’s utility when his payoff is over the equitable level, 
i.e., when ( , ) ( , )R Mw p w pπ γπ≥  (similar assumption can also be found in Ho and Su (2009)). 

 
Different with traditional supply chain that the retailer in this game is bounded rational who maximizes his utility 
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rather than profit. Thus, an inequitable monetary payoff (when ( , ) ( , )R Mw p w pπ γπ< ), will bring him a disutility 

which may change his decision making, therefore, the manufacturer’s strategies may be influenced. 
 
3.1Baseline Case: Manufacturer’s Decision without Inequity Aversion 
To well investigate the influences of the retailer’s inequity aversion on the manufacturer’s pricing decision making, 
we built this baseline case (BC) without considering inequity aversion against other cases with inequity aversion. As 
we mentioned before that the CWPC cannot coordinate the supply chain in this case, thus, the LQDC and RSC can 
be tried. Then we have the retailer’s and the manufacturer’s profit functions in LQDC and RSC, respectively. 
 

- 0

0

( , )=[ ( )] ( )

( , )=[( ) ] ( )

baseline
R LQDC

baseline
M LQDC

w p p w q D p

w p w q c D q

π θ

π θ−

 −


−

-

-
 

and 

=( ) ( )

=[ (1 ) ] ( )

baseline
R RSC

baseline
M RSC

p w D q

w c p D q

π φ
π φ

−

−

 −


− + − .                                                                                                                                 (2) 
 

where 0w  is the vertical maximum variable wholesale price and 0θ >  is the discount slope of the per-unit 

wholesale price schedule and q is the order quantity of the retailer (Ingene and Parry, 1995). Under RSC in Eq. (2), 

the manufacturer charges w to the retailer and shares a portion of the retailer’s revenue that(1 )pqφ− with 0 1φ≤ ≤ . 

Then by setting an appropriate 0( , )LQDC w θ or ( , )RSC wφ form the manufacturer, the retailer will be induced to 

price =( ) / 2p a bc b+ and the supply chain can achieve coordination. 

 
Lemma1. For a supply chain without inequity aversion, 0( , )LQDC w θ  can be used to achieve coordination 

with 0 ( )w a bc cθ= − + , where (0,1/ ]bθ ∈ ; the ( , )RSC wφ  can coordinate the supply chain withw cφ= , 

where [0,1]φ ∈  .  

 
The LQDC and RSC in lemma 1 are devised from the manufacturer’s point of view without considering the 
retailer’s behavior. The manufacturer controls the chain’s profit by pricing 0 ( )w a bc cθ= − + or w cφ= and the 

retailer’s profit distribution by setting (0,1/ ]bθ ∈ or [0,1]φ ∈  . If we incorporate the retailer’s inequity aversion into 

such a supply chain, the manufacturer’s decision may be changed. 
 
MANUFACTURER’S DECISION WITH INEQUITY AVERSION 
How about the manufacturer’s pricing strategies when considering the retailer’s behavior of equity aversion? This 
section tries to give the answer through two scenarios: the equity scenario and the inequity scenario. 
 
4.1. Equity Scenario 
From the retailer’s utility function in Eq. (1) we know that the retailer will show his inequity aversion only when his 
monetary payoff is behind the equity level, i.e.,( , ) ( , )R Mw p w pπ γπ< . Under equity scenario (ES) that 

when ( , ) ( , )R Mw p w pπ γπ≥ , we have ( , ) ( , )R RU w p w pπ= . Obviously, such scenario is similar to the BC in section 

4 (the inequity aversion has no influence on players’ decision making), thus we can easily get the proposition 1 by 
utilizing the same algebra.      
 
Proposition1. On a supply chain with an inequity-averse retailer, when the manufacturer’s profit 
satisfies ( , ) ( , )R Mw p w pπ γπ≥ , the CWPC fails to coordinate the supply chain, while the 0( , )LQDC w θ works 

with 0 ( )w a bc cθ= − + , where (0,1/ (1 ))bθ γ∈ + . The ( , )RSC wφ  can also be used by settingw cφ= , 

where [ / (1 ),1)φ γ γ∈ + . 

 
Proposition 1 shows that (i) the CWPC cannot be used both in the BC and the ES; (ii) the LQDC and RSC can 
coordinate the supply chain both in the BC and ES; (iii) the manufacturer has fewer choices of pricing and more 
limited profit than that in the BC for the decreased range of θ  and φ . 
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4.2. Inequity Scenario 
In this section, we will investigate the manufacturer’s pricing decision in the inequity scenario 
with ( , ) ( , )R Mw p w pπ γ π≤ . Here, we solve the game using the standard backward induction principle, therefore, we 

can first calculate the retailer’s optimal pricing strategies. 
 
Given any wholesale price (CWPC) setting by the manufacturer, the retailer set his retail price ( )p w  to maximize 

his utility ( , )RU w p  under the condition that ( , ) ( , )R Mw p w pπ γ π≤ . Hence, the retailer’s object utility function is 

given below 
max ( , ) ( , ) [ ( , ) ( , )]

( , )
. .

( , ) ( , ) 0

R R M R
p

R

M R

U w p w p w p w p

U w p
s t

w p w p

π λ γ π π

γ π π

= − −

≥
 − ≥

0 ,                                                                                                (4) 

 
The first inequality, ( , )RU w p ≥ 0 , in Eq. (4) is the condition that the retailer is willing to participate in the 

game ,and ( , ) ( , ) 0M Rw p w pγ π π− ≥ is the constraint of inequity scenario. 

 
 After careful calculation, we derive the following lemma. 
 
Lemma2. In the inequity scenario with ( , ) ( , )R Mw p w pπ γ π≤ , the inequity-averse retailer’s best pricing 

response, ( )p w∗

, under CWPC is given below 

0

,

( ) ,

,

H L

L H

L H

p if w w

p w p if w w w

p if w w

∗
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= ≤ <
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,                                                                                                                                     (5) 

 
where L Hw w≤ ， 0L Hp p p≤ ≤ and 

0

( +2 bc) (1+ + 2 )
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( ) (1 )

( )+

[( + )( ) ( )] / 2 (1 )

L

H
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H

w bc a a b

w bc a a b

p w w c

p w c w

p a bw b w c b

λγ λ γ λ λγ γ
λγ λ λ λγ

λγ λ
γ

λ λ γ λ

= + + +
 = + + +
 = + − +
 = −

 = + + − +

/

/

/

1

    .                                                                                                      (6) 

 
In lemma 2, 0p is the retailer’s optimal price with the upper bound Hp and lower bound Lp . Based on above results 

we can summarize the following managerial insights: (i) as ( ) 0p w λ∗∂ ∂ >/ when Lw w≥ , a higher inequity-averse 

level,λ , will induce a higher retail price; (ii) an extreme high (low) wholesale price, Hw w≥  ( Lw w< ), will induce 

a low price, Lp  ( Hp ), from the retailer.  

 
For now the manufacturer can anticipate the retailer’s optimal response ( )p w∗ and incorporates it into his 

optimization problem which is given bymax ( ( ))M w p wπ ∗, . As the retailer’s pricing decisions ( )p w∗  take different 

forms depending on the regions of the wholesale prices w  in Eq. (5), the manufacturer has three pricing strategies, 
Case I with a low wholesale price Lw w< , Case II with a high wholesale price L Hw w w≤ <  and Case III with a very 

high wholesale price Hw w≥ , to induce the retailer’s retail price. To well compare the manufacturer’s pricing 

strategies with the CWPC, we will also investigate the LQDC and the RSC separately in above there cases. 
 

Case I:Low-pricing Strategy with Lw w<  

In this case, the manufacturer set a low wholesale price, Lw w< , to the retailer to maximize his 

profit, ( , )=( )( )M w p w c a bpπ − − , given by the retail price ( )p w∗ in Eq. (5). Hence, we can write the manufacturer’s 

objective function in this case with CWPC that 
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max ( , )=( )( )

( , ) ( , ) 0

. .

M
w c

M R

L

H

w p w c a bp

w p w p

s t w w

p p

π

γπ π
>

− −

− ≥
 <
 =

.                                                                                                                                   (7) 

 
Similar to Eq. (4), the inequality ( , ) ( , ) 0M Rw p w pγ π π− ≥ is the condition where inequity aversion occurs, 

Lw w< is the manufacturer’s low pricing strategy and Hp p= is the retailer’s optimal pricing response. 

 
Proposition2. When a low pricing strategy, Lw w< , is made by the manufacturer, the CWPC can be used to 

coordinate the supply chain only when ( , )= ( , )R Mw p w pπ γπ  and the optimal wholesale price satisfies 

case ( 2 ) / 2 (1 )Iw a bc b c bγ γ∗ = + + + .  

 
Comparing with the BS (without inequity aversion), while the CWPC fails to coordinate the traditional supply chain, 
it works on a chain with an inequity-averse retailer who receives a low wholesale price, Lw w< , from the 

manufacturer. The similar result can also be found in Cui et al. (2007). 
 
In the same case with LQDC and RSC, we find that 
 
Proposition3. In case I with a low wholesale price Lw w< , the 0( , )LQDC w θ  and ( , )RSC wφ can also be used to 

coordinate the supply chain. For the former, 0( , )LQDC w θ , where 0 ( )w a bc cθ= − +  and 

[1/ (1 ), 2(1 ) / (1 2 )]b bθ γ λ λ λγ γ∈ + + + + + with low inequity aversion that (0,(2 1) / (1 )]λ γ γ∈ − +  or 

[1/ (1 ),(1 ) / (1 )]b bθ γ λ λ λγ∈ + + + + with high inequity aversion ((2 1) / (1 ),+ ]λ γ γ∈ − + ∞ ; for the latter, 

( , )RSC wφ , where w cφ= with [ / (1 ), / (1 )]φ λγ λ λγ γ γ∈ + + + . 

 

Case II: High-pricing Strategy withL Hw w w≤ <  

If the manufacturer set a high-pricing strategy with a wholesale priceL Hw w w≤ < under CWPC, the retailer’s pricing 

response is 0p p= given by Eq. (5). Thus, the manufacturer’s objective function will be 

0

max =( )( )

( , ) ( , ) 0

. .

M
w c

M R

L H

w c a bp

w p w p

s t w w w

p p

π
γπ π

>
− −

− ≥
 ≤ <
 =

 .                                                                                                                                    (9) 

 
Using the same algebra as Case I we can get the following Lemma 3. 
 
Lemma3. The CWPC fails to coordinate the supply chain in inequity scenario when the manufacturer makes a high-
pricing strategy, L Hw w w≤ < , for an inequity-averse retailer. 

 
After investigating the LQDC and RSC, we have the following proposition. 
 
Proposition4. In inequity scenario with ( , ) ( , ) 0M Rw p w pγ π π− ≥ and if the manufacturer set a high-pricing strategy 

with L Hw w w≤ < , the RSC fails to coordinate the supply chain while the LQDC does with  

1/ 2

0 (2 1) / (1+ )

( ) / 2

2(1+ ) 1+

( + + 2 ) ( + + )

caseIIw c a bc

b b

γ
λ γ γ

θ
λ λθ

λ λγ γ λ λγ

∗

≥
 ≤ ≤ −

= + −

 ≤ ≤
 + 1 1

,                                                                                                                         (10) 
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From Eq. (10) we find that though the LQDC can coordinate the supply chain, it fails when the retailer shows a high 
inequity aversion (2 1) / (1 )λ γ γ> − + . 

 
Due to above lemmas and propositions we can summarize the following managerial insights: (i) inequity aversion 
has a significant influence on manufacturer’s decision making; (ii) the retailer benefits from showing his inequity 
aversion to the manufacturer; (iii) the CWPC and RSC cannot be used to coordinate the chain with a high-pricing 
strategy by the manufacturer; (iv) in case II with a high wholesale price, the LQDC can coordinate the supply chain 
only when the retailer shows a lower inequity aversion level. 
 

Case III: Extreme-high-pricing Strategy with Hw w≥  

In this case with ( , ) ( , )R Mw p w pπ γ π≤ , an extreme high pricing strategy is made by the manufacturer ( Hw w≥ ) and 

the retailer’s optimal response is ( )= ( )+Hp w w c wγ − under the CWPC. Thus, we can write the manufacturer’s 

objective function 
max =( )( )

( , ) ( , ) 0

M
w c

M R

H

L

w c a bp

w p w p

w w

p p

π

γπ π
>

− −

− ≥
 ≥
 =

.                                                                                                                                        (12) 

 
After careful calculating, we summarize the following proposition. 
 
Proposition5. On the supply chain with an inequity-averse retailer, the manufacturer cannot set an extremely high 
wholesale price, Hw w≥ , under CWPC, LQDC or RSC with ( , ) ( , )R Mw p w pπ γ π≤ . 

 
CONCLUSION 

 
In this paper, we study the manufacturer’s pricing strategies on a supply chain with an inequity-neutral manufacturer 
and an inequity-averse retailer. Inequity aversion is formally modeled through disutility from inequitable situations. 
In our game, the manufacturer as the leader who first decides his wholesale price to the retailer and the retailer as 
the follower set his retail price based on the manufacturer’s decision. We first show the retailer’s responses given 
any wholesale price and calculate the manufacturer’s decisions, low, high or extreme high pricing strategy, 
backwardly with CWPC, LQDC and RSC, and summarize the manufacturer’s optimal strategies in the final part. 
Many interesting and meaningful results are found. 
 
 Our results show the CWPC and LQDC can be used to coordinate the supply chain only when the manufacturer set 
a low wholesale price to the inequity-averse retailer, but it fails when a higher wholesale price is set. The LQDC 
shows better performances both on profit and applications than CWPC and RSC, and CWPC shows the worst. The 
manufacturer should prepare more contracts to the retailer with different level of inequity aversion he shows, and 
such a behavior can be used as a strategic behavior to the retailer to maximize his utility, i.e., he will exaggerate his 
real inequity aversion when the manufacturer makes him a low utility.  
. 
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