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Developing a Nash Game Model to Price Two Substitution Products
in a Two-Echelon Supply Chain with Internet-Based Sales

HamedJafari,ParinazEsmaeili, Seyed Reza Hejazi
Department of Industrial Engineering, Isfahan University of Technology, Isfahan 84156-8311, Iran
ABSTRACT

The applications of game theory in supply chains have attracted a great amount of attentions in recent
years. In this research, we developed a game theory approach to analyze the pricing and ordering
decisions in a dual-channel supply chain. The considered supply chain is containing two manufacturers
that produce two substitution products and sell them by the common retailer. One of the manufacturers
sells his/her products through both Internet-based and retail channel, simultaneously. While another
manufacturer sells his/her products through the common retailer only in retail channel. We assume that
the decision power of all players is the same. Therefore, we propose a Nash game model to identify the
equilibrium point of the problem. An instance is presented to illustrate the research problem and finally a
sensitivity analysis is done on the changes of the parameters problem.
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