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Abstract

We consider the problem of information sharing in supply chains under horizontal
competition. The problem is studied using a model of two competing supply chains, each
consists of one manufacturer and one retailer. Each retailer observes a private imperfect
demand signal about the market and decides whether to share it with the manufacturer of his
own chain. Both manufacturers face diseconomies of scale in production. A multi-stage game
is formulated to analyze how the firms make information sharing, contracting and retail
quantity decisions. We analyze the effect of signal precision and information sharing on the
performance of the firms as well as the supply chains. Our results show that it is more likely
for a supply chain to have incentive for information sharing when the diseconomies of scale
in production are higher, the signal precision of either supply chain is lower and the products
are less similar. We extend some of our results to the case of more than two supply chains.

This is joint work with Albert Ha and Hongtao Zhang.
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