Information Sharing in a Supply Chain with a Common Retailer and Production
Diseconomies

Abstract

We consider a supply chain with two competing manufacturers selling substitutable products
through a common retailer. Both manufacturers face diseconomies of scale in production. The
retailer decides whether to share a private imperfect demand signal with any of the two
manufacturers before observing the signal. A multi-stage game is formulated to analyze how the
firms make information sharing, wholesale price and retail price decisions. We consider several
scenarios where the retailer or the manufacturers are the leaders in information sharing decisions
and study how such leadership affects the equilibrium outcome. We also perform sensitivity
analysis to investigate how different parameters impact the information sharing decisions as well
as the performance of the firms.
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