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Abstract: This paper studies whether to sell two products in a bundle when both an incumbent company
and a potential competitor (i.e., the new entrant) can produce a competitive product and a general one, in a
competitive-competitive market. Using the Stackelberg game in four scenarios combined by bundling and non-
bundling strategies, this paper investigates the dominant strategy and the optimal price decisions, and analyzes
the supply chain performance. The results show that the bundling strategy is determined by the cost of the
competitive product and the relative value differential between the two products; if the cost of the competitive
product is high and the relative value differential is small, bundling will be used by the incumbent as a means of
preventing the potential competitor from entering the market. Moreover, it is found that the bundling strategy
of complementary products is beneficial in most cases.
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Fig. 1 Competitive-competitive market structure
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Table 1 Notation and indices
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Table 2 Decision matrix of the incumbent company and the potential competitor
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Fig. 2 Market segmentation when both companies use bundling strategy

1720 | ORI A Ak R S

IBESE S E RN E 577 i a i EBUR, RAER M &AL E ™ i b 38 K B AOTE e X Ll e
G SEHRGRALE). HIUE, A5 B AT S PRP LG Rk, Horh S 83 9% 8 W SAE AL Aok (R AL &5, 75 25 0 K7
FESEFH SRS i b, IS KR FI O E. & B, S X5 R RE R SLBLH 0 30

avg —p1 >0, avg —p1 > avg — P1 — Poe, )

avg —p1 — pu2 > 0, avg —p1 — pr2 > avg — py. (3)

Q)T AR, EFA S B FIHERE N o € (p1/vs, min {1, pya/(vg — v)}). HEQG) A LAFE], ik
HAE S HTEN o € (min {max {(p1 + pv2) /v, P2/ (va — vB)}, 1}, 1).

M pua/(vg —vB) > 1, Bs =1 — p1 /g, Bs = 0 B, crp > Av, BEVETESE S8 AN, 165 16
Wik EEAH A B.

3 ppo/(ve — vs) < p1/vs. B =0, Bs = 1 — (p1 + po2)/vu I, BUNH pua/(ve — vs) < p1/vs AT AR
3 pra/(ve — vp) < (p1 + pov2)/vm, B, H pro/(ve — vs) < p1/vs 33 cpo < cgAv/vp, HETH P EAL
R FRALE S;

i’llh/UB < pv2/(vn—v) < 1, Bs = pr2/(va—vs)—p1/vB, Bs = 1 —pua/ (v —vg) i, B H p1/vp <
P2/ (vg —vp) < 1 AT E] (p1 + po2)/vn < poe/(va — o) < 1, —H p1/vg < pra/(ve —vp) < 115
F cgAv/vg < cpp < Av, I TR G B, MmA s S.

5 1A B AT, D% AR Al 3% REAR PR A 65 I V8 75 5 4 5 ORI IR B, A R 4518,

EE2 cp > Av I IBETSFEHEAFEANTG, HHRHERAAGHE B ik, WK o K0
Nae (1/2+cp/(2up),1); e < Av I, BIEFZFEHATY, a € (1/2+ c/(2up),1/2 + 12/ (2A0))
I o F SR A B, o € (1/2 + epa/(2A0), 1) I BRE W SLHE S.

SEH 2 Pras il o 45 SR an i 3 .

HH S H 2 W, VEAE T A A B i AR N T3 i AN 7 i A B ZE N, A T B e
V) SEAEAE A MY (PR 0 7= i 2 A Sk b, 8 2 W ST E 55 38 TR 34 L AN .

BEAh, ME B 2 BRI AT LU IR, AL AV PR SR SR I, ANETRAE T8 5+ 2 B REHEATT I, 1E4L
AN AR GRS L B, AR AN AR



%o W FIUARSE: S P Pl a N BTN b ISR S 753

et AEE A 448 Ciln
1 ¢ I ¢ l\l/c
0 E+2_ 1 0 — B b2 1
Vg 2 2v, 2 2Av
@) cp2 > Av (b) cpo < Av

B 3 ARFERL AR E TR

Fig. 3 Market segmentation when only the incumbent company uses bundling strategy
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Fig. 4 Market segmentation without bundling strategy
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Table 3 Price decisions and profits of the incumbent company and her competitor
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Table 4 Strategies of the incumbent company and the competitor
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Fig. 5 Effects of cost of complementary products on profits
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