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Table 2 The impact of competition under customer-intensive service system
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The impact of demand forecast sharing on supplier encroachment strategy

XU Ming-hui  SUN Kang-tai
School of Economics and Management Wuhan University Wuhan 430072 China

Abstract: In a twodevel supply chain with one supplier who has ability to launch a direct channel and one
risk-averse retailer who has private demand forecast information the optimal decisions and expected utility un—
der four different strategies are derived and the impact of demand forecast accuracy and risk aversion is ex—
plored. The influence of supplier encroachment on channel members’ utilities is examined both with and with—
out information sharing. The equilibrium strategies are investigated under different conditions. The results in—
dicate that both the channel members are better off when improving forecast accuracy or reducing risk aver—
sion. Supplier encroachment may lead to four possible outcomes namely “lose-win’  “losedose’  “win-
lose” and “win-win”. The optimal information sharing strategy for the retailer is closely related to the basic
demand his cost advantage and his risk aversion. Only when the basic demand is not too high and the cost
advantage is sufficiently pronounced may the retailer share demand information to induce the supplier to
launch a direct channel. The higher the risk aversion is the more likely the retailer is to share demand infor—
mation. Even if the intrusion cost is very high the supplier may launch a direct channel strategically. Finally
numerical studies show that only when the retailer’ s sales cost is not too high can he initiate to share information.
Key words: information sharing; supplier encroachment; risk-aversion; cost advantage
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Optimal price-speed strategy in customer-intensive service system

JIANG Min' TIAN Lin* YU Hang”™

1. College of Business Shanghai University of Finance and Economics Shanghai 200433  China;
2. School of Management Fudan University Shanghai 200433 China;

3. School of Business Administration Hubei University of Economics Wuhan 430205 China

Abstract: This paper studies the optimal " pricespeed" strategy in customer-intensive service systems which
are represented by medical care personal care and consultation industries. In the traditional service systems
customers will be more satisfied when the service speed increases. By contrast in customer-intensive service
systems a higher service speed will make customers feel less satisfied. Thus firms in customer-intensive serv—
ice industries face the dilemma between service speed and service quality. In this paper first a monopoly
firm’ s optimal price-speed strategy is analyzed and then the firms’ optimal price-speed strategies are consid—
ered in a competitive environment. Results show that competition would not necessarily lead to lower service
prices. Specifically when the market size is in the middle range competition can induce a higher service
price. Meanwhile market competition will drive down the service speed but increase social welfare. In addi-
tion the impacts of service time sensitivity on the firm” s optimal service price and service speed are different
when market size varies. Some counter-intuitive conclusions are helpful to guide the practices of firms in cus—
tomer-intensive service system.

Key words: customer-intensive service; price-speed strategy; market size; service time sensitivity; competition



