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Research on lead time-price response model equilibrium strategy

under competitive environment
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(School of Business Administration, South China University of Technology, Guangzhou 510641, China)

Abstract: This paper investigates how duopoly enterprises determine lead time and price decisions in dif-
ferent competitive circumstances where a customer’ s choice behavior depends on both lead time and price.
The equilibrium decisions are derived based on the comparisons of duopoly enterprises’ profits. This paper
finds the equilibrium outcome depends on two factors: the marginal profitability index, which signifies the
customer’s perceived value and relative attractiveness of different quotation strategies and the enterprise’s cost
characteristic; and the customer’s loyalty to the brand reputation. As the marginal profitability index of slow
quotation strategy is relatively large, there exists an equilibrium where both duopoly enterprises adopt slow
quotation strategies. When the marginal profitability index of fast quotation strategy is relatively large, if the
customer’s loyalty to the brand reputation is high, there exists an equilibrium where both duopoly enterprises
adopt fast quotation strategies. Otherwise, there exist three equilibrium decisions, namely, both fast, both slow,

and hybrid quotation strategies.
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Fig. 1 The distribution of customers and the map of duopoly (Enterprise 1 is located at point 0, Enterprise 2 is located at point 1)
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