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This research considers a
manufacturer facing uncertain  demand.
Despite its best forecasting efforts, a
manufacturer may produce and sell to its
independent retailers more output than they
can subsequently resell at the joint profit-
maximizing price. Having paid for the output,
these rival retailers do not fully internalize
the manufacturer’'s market power and may
sell more than the joint profit-maximizing
quantity. If retailers anticipate this possibility
ex ante, they reduce the wholesale price they
will pay the manufacturer to reflect the
dissipation of these quas rents. Without
some mechanism to prevent rivary, the
manufacturer ultimately bears the costs. The
stylized model assumes two periods, two
retail locations, linear demand, and two
possible outcomes. high demand and low
demand. Anticipating this, they will not pay
as much for the merchandise ex ante as they
would if the manufacturer could commit to
preventing rivalry. The quantity model and
empirical  study found that verticd
integration, minimum resale price, reward,
and exclusive dealer can reduce the loss
result from intra-competition.
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