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Research on pricing and quality control policies
in a bundling supply chain

WANG Junping, WU Sizhuo
(School of Mathematics, Hefei University of Technology, Hefei 230601, China)

Abstract; In this paper, a two-tier supply chain with one supplier and one retailer for selling the un-
marketable goods and the fast-selling goods is studied. Under the assumption that the market demand
depends on the retailer’s pricing and the supplier’s quality control efforts, the game models of the in-
dependent sales and bundling sales are developed under manufacturer-dominated Stackelberg game and
retailer-dominated Stackelberg game respectively. The optimal retailer’s selling prices and supplier’s
quality control policies of each model are derived. By comparing the policies and profits of the supply
chain members under two game models, the following conclusions are drawn: if the retailer is the
leader in the Stackelberg game, whether the products are sold separately or bundled together, the re-
tailer will set a higher price and the supplier will invest more money in the quality control for the un-
marketable goods; if the retailer is the leader in the Stackelberg game, when the products are sold
separately, the retailer will set a higher price and the supplier will invest more money in the quality
control for the fast-selling goods, whereas when the products are sold bundled together, the retailer
will set a lower price and the supplier will invest less money in the quality control for the fast-selling
goods. Whether the products are sold separately or bundled together, both manufacturer and retailer

get maximum profit when they each take the lead, i. e. , the first-mover advantage in a sequential
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game can bring more profits, but for the whole supply chain, the retailer-dominated Stackelberg game

is the best choice for the both sides of the supply chain.

Key words: supply chain; game; bundling; pricing; quality control
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