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Modeling and Analysis of the conflict over the pricing of Iranian automotives,
using game theory

Mohsen Shahrabi Farahani, Majid Sheikhnmohammady
ABSTRACT

In addition to clarifying the complex real world problems, applying usual modeling tools in socio-
economical systems leads to exploiting constructive solutions.

In this paper, the conflict of pricing in automotive industry is analyzed using Game Theory. The
analysis is conducted based on the Graph Model for conflict resolution and using GMCR Il software.
This analysis considers three DMs containing the Competitiveness Council, Automotive suppliers and
Customers. Six feasible states have been analyzed among sixty-four possible combination and two states
are predicted as the equilibrium states. The equilibria express that attempts of council competitiveness to
decline the prices is fruitless. In short-term equilibrium, automotive suppliers do not try to produce more
product(or due to the current conditions, they are not able to produce more) and customers buy
automotives in current prices, after getting disappointed in price reduction and not realizing promises of
the council on competitiveness. In long-term equilibrium, the current price is likely to be accepted and
this leads to possibly more supply from the automotive suppliers. Finally, sensitivity analysis of the
model indicates the prediction accuracy of the models.

KEYWORDS :automotive pricing, conflict analysis, game theory, graph model for conflict resolution,

policy making.
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