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Dual channel supply chain members advertising and pricing with

differential game theory approach
Abolghasem rahmani, Reza hejazi, Morteza rasti barzoki

ABSTRACT

This paper examines advertising and pricing problem in a two-level supply chain consisting of one
manufacturer and one retailer. Supply chain consisting of a direct channel and a traditional retailer
channel. In order to more realistically adaptation, modeling is done dynamically. Analysis approach of
problem is based on differential game theory. In this paper, a feedback Nash equilibrium is obtained for
each of the players. To evaluate the effect of competitors local advertising strategies on the chain
members. To evaluate the effect of competitors local advertising strategies on the chain members and
describe the behavior of manufacturer and retailers over time, the parameter sensitivity analysis was
performed on the sales functions in both channels. According to the results, increasing the effectiveness
of competitor’s advertising, leads to a lower advertising effort, channel prices and lower sales in the
steady state through the online and retail channels of supply chain for all members.
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