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The Evolution in a Two-Echelon Supply Chain with Quality and Price
Dependent Demand

Yang Honglin, Zhou Chao
(School of Business Administration, Changsha, Hunan 410082)

Abstract: We consider a two-echelon supply chain consisting of a single manufacturer and a single
retailer who are both limited rationality. We propose a game model in which the demand is linear
sensitive to quality and retail price. We analyze the equilibrium evolution of two players’ decisions and
income sharing. We find that the cooperation probability between both players would always decrease
with the retailer’'s cost that adjust its strategy while increase with the default and excess returns.
Moreover, there exists an optimal partition ratio in the excess profit maximizing the cooperation
probability.

Keywords: quality and price dependent; evolutionary game; cooperation probability; income sharing
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