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Game analyses of advertising in supply chains for a single-period product
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Abstract: Investment in advertising is very popular in the business world. Sharing of cost and profit is an
important issue for suppliers and sellers in a supply chain. For a single-period product, advertising
expenditures may not only increase the expected demand but also affect the variation. The supplier’s cost
sharing policy is investigated for the case in which demand has a variance as a function of advertising
expenditure. The ways in which the optimal policies of two parties vary with the increasing coefficient of
variation are discussed. Finally, the system optimal policy with supplier return price is developed to show
that the optimal system’s advertising expenditure and profit can still be achieved without cooperation.
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