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Abstract

There are two types of response modes from which the supply chains can choose: responsive
supply chain and efficient supply chain. This paper builds a model of single supply chain and of
two supply chains under horizontal competition. Then the demand information accuracy is ma-
thematically described and the interaction between information accuracy and production cost is
quantified. On this basis, this paper studies the influence of cost effect and information effect on
the mode selection of the supply chain. We show that when there is only one supply chain and ig-
noring the cost factor, responsive supply chain is the unique equilibrium. When there are two
competing supply chains, the coupling effect between their demand information should be taken
into consideration besides the cost effect and precision effect. The results suggest that because of
the coupling of information, responsive supply chain isn’t always the equilibrium strategy even if
the production cost is not high or the information is more accurate. This is because the competi-
tion intensity will be intensified when competitors adopt the same supply chain mode, which will
affect the overall profits of the supply chain on the contrary.
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