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Game Theoretic Analysis of

the Direct Marketing Channel

Strategy of a Manufacturer
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The proliferation of the internet and electronic commerce has given the manufacturers the opportunity of direct marketing.
This study analyzes the decision of manufacturers regarding whether to sell the products through independent sales company
or to sell the products to the consumer directly. To do this, a new demand function is proposed and sub and super games are
modeled and analyzed based on the demand function. By analyzing the Nash equilibria, it is shown that the manufacturers’ decision
of direct or indirect marketing not only depends on the competitiveness between the products but the absolute and relative market-
ing capabilities of the manufacturers. It is also shown that, in some cases, the manufactures have incentive to rise the competitive-

ness between the products to maximize the channel profit.
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