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A Game Analysis on Location-Price Choice

Model with Endogenous Production Costs
LI Wei-hong', WANG Qiang’
(1. School of Information Science, Nanjing Audit University, Nanjing 211815, China;

2. School of Economy and Management, Nanjing University of Space and Aeronautics, Nanjing 210016, China)

Abstract : The location-price choice of double oligarchs is investigated by using a three stage game when market demands are asymmetric
and production costs are endogenous. The effect on the manufacturers’ equilibrium locations and equilibrium profits are respectively ana-
lyzed when we change the supplier’ s Nash bargaining parameter. The results show that the presence of suppliers changes the manufactur-
ers’ equilibrium locations compared with the case of exogenous production costs. When one of the suppliers’ relative bargaining strength
increases, the manufacturers who has bilateral monopoly relations with it will locate far away from its served market and its equilibrium
profits will decrease, while the manufacturers’ opponents will locate close to its covered market and its equilibrium profits will increase.
The equilibrium distance between the two manufacturers is decreasing with the supplier’ s bargaining power.

Key Words: bilateral monopoly; endogenous production costs; location-price choice; game theory
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