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Vertical demand information sharing when suppliers exert cost
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Abstract: A supply chain composed of multiple competitive suppliers and two competitive retailers is studied,
where suppliers’ supply are uncertain and retailers have private demand information. The suppliers choose cost
reduction efforts and the wholesale price to respond to the retailers’ demand information. A multi-stage game
model is set to investigate the retailers’ vertical demand information sharing. The results show that when the
cost coefficient of effort is small enough, complete information sharing is the equilibrium strategy, that is, the
two retailers are willing to share information with the supplies for free. When the cost coefficient of effort is
large enough, the two retailers are willing to share information with suppliers after charging a fee. Moreover,
under some conditions, the smaller the forecast error, or the larger the cost coefficient of effort, or the lower the

supply uncertainty, or the smaller the number of suppliers, the large the suppliers’ optimal payment.
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