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M arket size, scope econam ies and supply chain clustering possbility

LI Yanpmng, NIDe-bing, TANG X iaow o

School of E conam ics and M anagement Universily of Electronic Science and Technobgy of Ching Chengdu
610054 Chha

Abstract Taking the view that supply chain clusters result fran mu lti-client outsourcing dec 8ions this paper
builds a gane model where wo clients are to make make-orbuy decisions namel, two fims decile nde-
pendently whether to outsource their productbn functions to a supplier whose producton technobgy, except
the existence of scope econam ies is the sane as the wo fims’. The analyses on he equilbrium conditbns
show tat the strategy profilewhere both fims choose outsourcng is aNash equilbrim when ratos of scope e
conan ks to maiket size reach sam e critcal values This mplies the possbility of mulirclients outsourc ng
( supply chan clister) if those ratios are high enough W hen the ratbs ncrease furher themarket prices in
the case of supply chan clisterw illbe less than those n the case of independently selfmak ng Because huge
internal transacton cost is possible three fim s’ ntegratbn is not the necessary predicton These resulis give
an aliernatve account for the emerging of supply chan clusters on one hand and on te other hand, they can
be used to explain he w dely observed phenanenon of the Chna price

Key words maiket sizg scope econam ks supply chan clister Nash equilibrum



