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Pricing Decisions and Lead-Time Setting

in a Competitive Environment

Student : Yi-Mu Wu Advisor : Dr. Hsi-Mei Hsu

Department of Industrial Engineering and Management

National Chiao Tung University

Abstract

In this research, we consider the rcompetition of a duopoly of two identical
make-to-order firms and present-a model to determine the lead-time and price with the
objective of maximizing revenue and the constraint of delivery rate. In this model, the
customers’ mean demand rate is-assumed as a function of committed lead-times and
prices provided by these two firms and market. Further, we study the scenario of
cooperation of these two firms that they set common lead-time and price. We show
that in cooperation environment they can obtain better profit than in competitive
environment. In addition, we investigate the parameter analysis and show that their

revenue is decreasing as the degree of competition between them increasing.
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