SRR SRS RIS E IRl EEh
Graduate Institute of Business Administration
College of Management
National Taiwan University

Master Thesis

“
\\\
\»

2, 4R
B
The Impact of Giftcard Issuance on Consumer Welfare

and Duopolistic Retailers’ Price-Dealing Behavior

FRHR =
Kuo, Yao-Jen
#ﬂ%’«?ﬂz ¥ L [ 7L
mHE #4

Advisors : Chou, Shan-Yu, Ph.D.
Chen, Chyi-Mei, Ph.D.
PEREA L4 A
June, 2010



e

BT EBSFROR G AL L E 2 F R F St Rt hr ko
B A e REZER A2 8P E MG R §EHTTHRE S L

REIRrx 63 2 FREAT - BB R RS EHALEHY AL LR

¥

BHFp FREY LM EFEME 2L A B OR R T8 L

L RETR AL AP EPRA A SRR c EAR KT A AL
FRASHTE LA BN BF 2 H QR QU B 2

FFART RZEAVS ARBBALORA BFLFE AL TET I SR

HRCFFRAALC REF AL VTR R EL L (S pp

2] —_
o bshe @R BT 4G hm1 (PR SRR B GF AT X

FAF L RE R T ek B AT BMEFFAPF R

P

FREEF 4S5 0L F 33 A o B L e T 7 B 4 FiNA ﬁﬁ e ds T ER

e a A L
o

=8

B0 B R ha s BB RS S nE T e B2 e
g& ’lf_l-_:b <]

EHCFLRAIZ PO RRErmir fly CROHE L85 %75
FHALM ARG L L enh -

BHEEF kel 22FE bH- - £ BT REEA ST
PR A 24503 2 05 AR PHRT o R BT B
FTREFTADEFFELIN NS 2 EF LG F P TR ER
PEFHCF R RIS P R G A L F A 4
B pERER e A BBEA T RSP 3B P RE IR B R F LD R
FamPFEPHEL AT R HAMSR 55 B F L O AR 2

2RIAIAAFFGEL - KT RB R (L PRE ALK PER



B e Bl £ B lsde T £ F R0 SRR L SR | - & keI

ﬁi’@’v‘;’?#}]\?%‘4 s B {S ’%‘ Jlﬁé—ﬂ'mﬁﬂig\'%

o BEPLERLHEEL > nd AL

A EA BRI A A - R g

‘U'Q'T"‘ i E'#j)xlé'%h, ;{1;\.;4{,:? °

RAHE g @ T B4~ iR e Meeting 2

PR R RRER L BRE R

Za Y

E N
-}(r"ff’i\ » Bl

= fg_‘a

BEE A P ke R e

PSR R R

fé,?u%i%* A PRAR 0 Kb iR

FA TR 4 AN S Y R

BHE F- Skl 1 3 L bk ! TREE O BAATE Y UG

FRAGRPOERFLE - B s o

>

BRHEIHRBE R R BB RRE G REnp IV LR B I

FRA-AqHEEHS% 3 BRE DF 54

iR B AR
CE RS 1

BEp v €l Sk Rk S & R A

E2RE 5o

- EVRARFEYF B EF Y LA LRGN S-

A ER TR 5 A5

G E N BAL G E R AR B S e

FEAP ARG A EeL Y P BH I SHEE I L kP LA R

RBE 4 AF B Meeting &t F k2Rl BB EFEEFAw L A

%_g_F%; v ARFR A F R s ) A - A A Nz e N AR 28 —}}ééﬁ-j'ﬁifﬁ%ﬁ%‘é

TEBEERFE @I > KA wHED B AL

BT

BAHZ Lok blicd Fenp SR E AL R BT g A TR S AR A

TRBB#HT A EFp L ARy iy — REFP R

724 e

IR R 1 eh

}'E);&TE] orf‘]—\ 1141:3\‘!“‘47‘_9@4_?]_‘7(:9']‘% E-%tf)b I%%;’;g‘r‘\'fb é&"ﬁ'@_—%ﬁ-ﬁ?—o

FORE

SR Lt

1 +4 &2



#F &

FARBEEDLPAE L G H-FARS FFEF R 2P TAEBEL AT
- RO EBE AL S D EBE G GRS R EET A F AL S
HE & FPE g F ¥ W G R R AP ERS DT G

A G ABM R BT SR R 2B e o g0 B T g
BERT? R BRI P RO R HTI T YR PERS DR
LSS FRAE U L RS RN AR A A Rt B
WP Y RBHERS DT AP HE S SRM R BT R RFFEF 2
BFenges > 975 MR P S ﬁ%%mﬂiﬂ’aiﬁ%ﬁ£@—®ﬁﬁ B
- B

G TR S SRS TR B S A e, J G S 3

i

CELLPEMERS ST G R AP OUIHEMESE T §

R PSR BHEERC AT LM EFIESE I g5

%

kR
FEEH4em T8 EEHE L LB EH e R AP ERS SR LD
¥

2K SRR ¢ LB R R A DB E ML L LA E R e A
[IRETRN

PSR TR B R



ABSTRACT

We analyze the impact of giftcard issuance on consumer welfare and retailers’
price dealing behavior by building a one-period game-theoretic model in which
duopolistic retailers with different loyal bases are also faced with a group of switchers
who regard the two retailers’ products as perfect substitutes. We focus on the case
where exactly one retailer may issue a giftcard and only its loyal customers may want
to purchase it. Our results show that the impact of giftcard issuance depends on the
identity of the issuing retailer and the sales volume of giftcards. We obtain the
following results. First, if the giftcard-issuing retailer has a smaller loyal base than its
rival and if the giftcard issuance generates a low sales volume, then giftcard issuance
helps mitigate competition between that retailers, and in that case all consumers that
do not purchase the giftcard are worse off, except the loyals of the issuing retailer,
whose welfare remains the same. Second, if the giftcard-issuing retailer has a larger
loyal base than its rival and if the giftcard issuance generates a low sales volume, then
giftcard issuance may intensify competition between that retailers, and in that case all
consumers that do not purchase the giftcard are better off. Third, if the
giftcard-issuing retailer has a larger loyal base than its rival and if the giftcard
issuance generates a high sales volume, then again giftcard issuance may intensify
competition between that retailers, and in this case all consumers that do not purchase
the giftcard are better off, except the loyals of the non-issuing retailer, whose welfare
may become lower. Fourth, a low giftcard sales volume indicates that the issuing
retailer must have a smaller loyal base than the non-issuing retailer. Fifth, a retailer is
willing to issue a giftcard only when it expects the giftcard sales volume to exceed a

lower bound. The larger the size of the switchers the larger that lower bound is



required to be.  Sixth, the required lower bound for the giftcard sales volume is
weakly increasing in the size of the issuing retailer’s loyal base. Finally the required
lower bound for the giftcard sales volume is independent of the size of the non-issuing
retailer’s loyal base in the case where the issuing retailer has a smaller loyal base than
the non-issuing retailer, but in the opposite case, the required lower bound for the
giftcard sales volume is weakly decreasing in the size of the non-issuing retailer’s
loyal base.

KEYWORDS: Giftcard, Temporary Price Cut, Advance-selling, Competitive Strategy
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