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Abstract

This paper discusses the impact of retailer’s production cost and asymmetric information on re-
tailer’'s make-or-buy decision in a supply chain consisting of a single manufacturer and a single
retailer, including supplier’s wholesale price decision. A model for the complete and incomplete
information of retailer’'s making decision and retailer’s buying decision is constructed, and the
conclusion is obtained by comparing the benefits of the supply chain members under the two
product strategies. The paper showed that when the wholesale price offered by the supplier is
higher than the retailer’s production cost; the retailer will choose to purchase from the supplier at
a higher price. At the same time, incomplete information will weaken the willingness of “low-type
retailer” to purchase (low-type retailer only selects production strategies under incomplete in-
formation) and increase the willingness of “high-type retailer” to purchase products.
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