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A%, 719 1€ AF x 9 A2®l 2 & NEHoR
Bojdin, BHAE yUE EEE BofdAe g
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A Two Stage Game Model of Retailer’s Multiproduct
Bundling Strategy

Dowhan Kim*

Abstract

This paper presents a two stage game model which examines the multiproduct bundling
strategy. I focus on price competition between a retailer(downstream firm) which sells
both basic and complementary products and a vertically integrated firm which produces
and sells a basic product. A retailer offers his/her products separately or as a mixed
bundle. Consumers are homogeneous on a basic product but assign different values to a
bundled system. The mechanism through the double marginalization and profitability
implications are discussed in detail. I show that a retailer would be better off through a
bundling strategy if the competing firm's vertically integrated efficiency is relatively small.

Key Words: bundling, complementary products, double marginalization, Bertrand game.
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