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Abstract: Considering the retailer’s strategic ordering decision under government subsidies and asymmetric
information, a supply chain model consisting of an upstream supplier, an incumbent retailer and an entrant
retailer is established. The two retailers’ order quantity decisions without and with government subsidies are
analyzed by using the signaling game model. The results show that the pooling equilibrium of the signaling
game no longer exists with government subsidy, and the separating equilibrium only appears when the market
demand fluctuates greatly. Interestedly, in the low market with little fluctuation, the order quantity of two
retailers with subsidy coefficient lower than a certain threshold is less than that without subsidy. Finally,
government subsidy changes the motivation of the supplier to disclose the incumbent retailer’s order quantity
so that the supplier will not disclose when the subsidy coefficient is relatively low.
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