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Comparison and Choice
between Low Price and Channel Cooperation of Large Retailers
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Abstract : The strategies of large retailers are important factors that can lead markets. These large retailers, such as Wal-Mart or
Home Depot, choose different strategies from low price strategy to the cooperation with suppliers in order to get competition ad-
vantage. The research focuses on the comparison and choice of competitive strategies, which are low price and channel coopera-
tion, of large retailer in the market including a supplier, large retailer and a small retailer, using the method of game theory by
Stackelberg Model and Nash bargaining method. The results show that, when the large retailer chooses cooperation strategy com-
paring with low price strategy, the supplier makes a low wholesale price and the market price also low, the quantity are high, but
the small retailer becomes bad. The supplier and large retailer have equal bargaining power, the large retailer will choose the
channel cooperation with the low product substitutability, and choose the low price with the high product substitutability, but the
relative cost efficiency can be an important factor. When the large retailer has more bargaining power, the channel cooperation is
the best strategy.

Keywords : large retailers;channel cooperation ; Stackelberg game; Nash bargaining
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