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The bullwhip effect and assignment of principalship in supply chain manage ment

HE Hong qu,TAN Li
( School of Business ,Central South University ,ChangSha 410083 ,China)

Abstract : The bullwhip effect , a common phenomenon in supply chain, has sharply cut the whole efficiency
of supply chain and become a hot issue. In this paper, we firstly explained the “ Bullwhip Effect”and its
causes . To relieve the “ Bull whip Effect” , we analyzed the similarity between com mon enterprise and virtu-
al enterprise in supply chain and set up a simple supply chain that consists of manufacturer and trades man .
Then we tried to apply the model, which was used by Weiying Zhang in the common enterprise, to the
supply chain. we deduced that principalship should be assigned to the manufacturer when there is no share
of information or only the share of client s ordering information; however, the principalship should be as-
signed to the tradesman when there is a complete share of information. By doing so, we optimized the as-
signment of principalship in the supply chain enterprises and also successfully relieved the “ Bullwhip
Effect” .
Key words :supply chain; bull whip effect ; principal-agent ; principalship
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