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A study on external manufacturer entering deterrence strategy in
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Abstract The dual-channel operation is to improve the customer’s purchasing experience as the objec-
tive. Not only the channels need to maintain their suitable pricing strategies, but they need to realize the
service coordination between channels, which will be amplified the conflict between the manufacturers and
the retailers and the whole supply chain, and further stimulate the manufacturer entering behavior, thus
exacerbate the incumbent manufacturer’s use the deterrence strategy. In this paper, we consider the incum-
bent manufacturer’s optimal deterrence strategy when facing the entry threat of external manufacturer.
The result shows that the incumbent cannot deter the external manufacturer from entering the market
when channel cost is low, and the incumbent need not to deter when channel cost is high. In addition,
the incumbent can reduce the selling price to deter the entry when the channel cost is moderate. Our
conclusions reveal entry and deterrence strategies from different members’ perspectives under dual-channel

supply chain and the results have practical significance.
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