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Game Analysis of Stakeholders for Supply Chain Environmental Cost Internalization

LIU Qian DING Hui-ping HOU Hai-wer
(School of Economics and Management Beijing Jiaotong University Beijing 100044 China)

Abstract Internalizing supply chain environmental internalization cost is an important way to resolve environmental issues. In this
paper we formulate a three-side dynamic game model including central government local government and integrated supply chain
system as major players of stakeholders to explore mechanism of internalizing environmental externalities. By taking into account
stakeholders’ environmental interests the game model is structured to analyze the impact of consumer preference on three-side dynamic
game strategies and illustrate interrelation of the stakeholder’ s behavioral strategy and their game equilibrium strategies meanwhile
collaborative mechanism of internalizing environmental externalities is discussed as well. In the process of implementing the
internalization of supply chain environmental internalization cost collaboration among stakeholders is necessary the central government
should play as policy guide local governments as executants and supervisors business firms as investors of environmental technologies
and consumers as propellants.

Key words supply chain; environmental externality; stakeholder interest; game strategy
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