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Analysis of Downstream Shareholding in the
Three-tier Supply Chain of Steel Industry

CAI Xin-hao, WANG Jin-tao
(‘Antai College of Economics and Management, Shanghai Jiaotong University, Shanghai 200052 ,P. R. China)

[ Abstract] In recent years, the downstream shareholding of upstream impacts whole steel industry. The price of
iron ore and the allocation of profits in supply chain have changed much more than general forecast. the research
uses turnkey model of outsourcing theory to analyze the impact of downstream shareholding to the steel industry sup-
ply chain. In the first part, the three-tier branched supply chain without shareholding gives equilibrium solution to
the price of iron ore and the allocation of profits. The comparison between branched supply chain and non-branched
supply chain leads to that the manufacturer which provides low level products loses some profit with the rise of iron
ore price. In the second part, the three-tier branched supply chain with downstream shareholding also gives equilib-
rium solution to the price of iron ore and the allocation of profits. The comparison between supply chain with share-
holding and supply chain without shareholding leads to that the low level manufacturer suffers more loss. In summa-
ry, downstream shareholding raises the whole profit of steel industry supply chain. However, the high level manu-
facturer and the supplier of iron ore gain all extra profit. The low level manufacturer suffers much more loss than
before. To get rid of this trouble, the low level manufacturer needs some improvement in technology to transfer to
high level manufacturer and makes some efforts to hold suppliers.

[ Key words] supply chain shareholding turnkey model steel industry game theory



