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Understanding Antecedents of Repurchase
Intentions : The Moderating Role of
Relationship-Orientation

Hsien-Tung Tsal
Doctoral Student, Department of International Business,
National Taiwan University

Heng-Chiang Huang
Professor, Department of International Business,
National Taiwan University

Abstract

Although academic literature and business practice are currently directing increased
attention to the determinants of customer retention, the focus has, nonetheless, been
predominantly on evaluations of past purchasing experience with a firm and the perceived
costs associated with leaving the provider. In this paper, the authors draw from the
consumer behavior literature to propose a concept that incorporates expected value sharing,
which focuses on the future rather than the context of past evaluations of the provider’s
performance. The study highlights the critical roles played by three drivers, namely future
value sharing, switching barriers, and customer satisfaction, which in turn influence
customer repurchase intentions subject to different customer relationship-orientations. To
test the proposed hypotheses, the authors use structural equation modeling based on data
obtained from a music foundation in Taiwan. The results suggest that the relationships
between the drivers and customer repurchase intentions are moderated by different
customer relationship-orientations. The empirical findings, theoretical and practical
implications are all considered and discussed.

Keywords : Customer retention ~ Relationship-orientations ~ Future value sharing -
Switching barriers ~ Customer satisfaction
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The Firm’s Optimal Product Line Design
under Debt Financing

Shan-Yu Chou

Business Administration Department, National Taiwan University

Lu Hsiao
Business Administration Department, National Taiwan University

Abstract

In the previous literature marketing strategies are derived to maximize firm value. In
reality, most firms use both debt and equity to finance production-marketing activities. If
managers in a financially levered firm are loyal to shareholders, then they will choose
production-marketing strategies to maximize equity value rather than firm value. From
this perspective, one cannot describe optimal marketing strategies without knowing the
firm’s financial structure. The purpose of this paper is twofold: (i) to study a firm’s
optimal product line design and optimal financial contracts in either a monopoly or an
imperfectly competitive industry; and (ii) to examine how different marketing
environments affect the design of optimal financial contracts and how different financial
arrangements affect a firm’s product line design and its status in product market
competition.

Product line design has always been an important subject for marketing researchers
(Mussa and Rosen 1978; Moorthy and Png 1992; Villas-Boas 1998, 2004). One major
result from this literature states that when a monopolistic firm is faced with consumers
whose tastes for quality are their private information, it should optimally reduce the
quality of a low-end item so that more surplus can be extracted from buyers who value
quality highly. In the first two essays, following this line of research, | attempt to analyze
a monopolistic firm’s problem of optimal product line design under the circumstance
where (i) the products are durable goods with a finite life expectancy; (ii) the firm must
sell its products through a monopolistic retailer facing two segments of consumers, with
the retailer possessing perfect information regarding the consumers’ (common) taste for
quality; and (iii) the firm must raise funds in each period to finance a fixed cost in order
to stay in business. | assume with Gale and Hellwig (1985) that an investor cannot verify
the firm’s ex-post profits without spending a cost, and this assumption implies that the
optimal capital structure consists of inside equity and risky debt. I distinguish two cases:
one where the firm is restricted to offer one product item in one period, and the other
where the firm is free to offer a product line in each period. The results that I obtain under
these two regimes are rather different. I assume initially that the firm is a monopoly, and
then | discuss how the threat of potential entry may alter the main results about optimal

-13-
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marketing strategies and financial contracts.

To fulfill the study plan laid out above, | establish a game-theoretic model, analyze
its equilibrium, and obtain some results:

The need of external financing results in a lower product quality if the firm is
restricted to offer one product item in one period.

In a two-period marketing environment the monopolistic firm always serves the
buyer (retailer) with higher valuation in the first period.

When the firm is restricted to offer one product item per period, as the low-valuation
buyer becomes more and more important, the firm’s product line decision undergoes the
following changes: it starts out producing a high-quality item to serve the high-valuation
buyer only, and then begins to serve the low-valuation buyer but only in period 2, and
then it offers only a low-quality item to serve both types of the buyer in period 1, and
then it serves the low-valuation buyer only in period 2, and finally when the
low-valuation buyer becomes very important, the firm offers a low-quality item to serve
both types of the buyer. Along the way the optimal product line strategy changes back
and forth, the corresponding financial arrangements change drastically also; the concerns
for the efficiency of financial contracts have contributed partly to the above sequence of
changes in the firm’s marketing strategies.

The firm prefers short-term debt to long-term debt when the heterogeneity of
consumers’ tastes for quality is small.

Keywords : Product line design ~ Line extension ~ Screening effect ~ Debt financing.
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Intraday Information Transmissions among Internet
Stocks

Chia-Ching Chang
Graduate School of Management, Yuan Ze University

Sheng-Syan Chen

Department of Finance, National Taiwan University

Robin K. Chou

Department of Finance, National Central University

Chin-Wen Hsin

Department of Finance, Yuan Ze University

Abstract

This study employs the aggregate shock model to examine the intraday return
transmissions among selected internet stocks. Consistent with previous studies, the
intraday returns of sample stocks exhibit significant volatility persistence and the derived
volatilities are higher during the opening and closing sessions. Both properties are found
more pronounced for small stocks. Our multilateral analysis reveals positive and
significant return transmission effects, especially for large/medium sized stocks,
suggesting that industry common effects dominate competition effects at high frequencies
for internet industry. More interestingly, we observe a size asymmetry in the transmission
effects, noting that the response of smaller stocks to the shocks in larger stock returns is
on average larger than the transmission in the opposite direction. With the evidence of
information transmissions, our results however do not find significant volume effects or
session effects in relation to the information transmission. This provides a further support
to the argument that volume is a noisy measure of information as trade occurs due to
information arrivals as well as investors’ difference of opinions.

Keywords : Aggregate shock model ~ Information transmission ~ Intraday variation ~
Trading volume
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Business Network Condition and Opportunistic
Behavior: A Calculative Perspective of Inter-firm
Co-ordination

Chen-Yu Lin
National Cheng Kung University

Fu-Yann Duh
National Cheng Kung University

Abstract

Transaction cost theory provides an important reason for the big question ‘Why do
firms exist?” and the basic argument is that opportunism and uncertainty cause of
transaction cost that hierarchy displaces market. Although, maintaining robust
cooperation like joint venture with the demand for specific asset investment poses the
serious problem of opportunistic behavior, inter-firm cooperation is an important and
common phenomenon in the real world. Such relationships have received growing
attention in recent research grounded in game theory (Parkhe, 1993). The concept of
‘calculative trust’ that was suggested with Williamson (1993) is proposed and applied in
this study which follows the Foss and Koch (1996) and Hill (1990) prisoner’s dilemma
matrix, and supposes that many network theory arguments are consistent with transaction
cost economics. In particular, this research extends the previous researches and proves
that under conditions of nontrivial asset specificity, network density is positively related
to inter-firm co-ordination. In other words, if the firm is operating with more connection
with relational norms, there are more possibilities for firms to act cooperatively instead of
opportunistically. Moreover, this research also suggests that the more expectation
composite quasi rent of asset specificity investment, the less opportunistic behavior there
will be. Three simulated cases are proposed and the propersition is confirmed.

Keywords : Transaction cost economics ~ Business network connection ~ Opportunistic behavior
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