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Sales model selection strategy for genuine manufacturers considering
threat of counterfeiters

TAN Chun-qiao'', SU Xiao-qin'

(1. School of Business, Central South University, Changsha 410083, China; 2. School of Business, Nanjing Audit
University, Nanjing 211815, China)

Abstract: To address the problems caused by the entry of counterfeiters into the market, such as the difficulty in
guaranteeing consumers’ rights and interests, the market share of genuine manufacturers being taken away, and the
disruption of normal market order, we establish two sales models of genuines manufacturer reselling through retailers or
selling directly through own channels. The Stackelberg game is used to compare the equilibrium results of the two sales
models and analyze the optimal sales model selection strategy. We also explore the combating effect on the two
counterfeiters and the impact on consumer surplus and social welfare. The results show that genuine manufacturers may
not choose the direct sales model to protect consumer interests. The incentive for genuine manufacturers to choose the
direct sales model decreases along with the consumers’ perceived quality of genuine and deceptive counterfeits in the
resale model and the quality of deceptive counterfeits, and increases with the quality of non-deceptive counterfeits; the
direct sales strategy of genuines manufacturer is always effective against non-deceptive counterfeiters. However,
genuine manufacturers will choose the resale model and tolerate deceptive counterfeiters under certain conditions. The
genuine manufacturers’ direct sales strategy can increase consumer surplus and social welfare.

Keywords: deceptive counterfeiting; non-deceptive counterfeiting; sales model selection; perceived quality;
Stackelberg game; genuine manufacturer
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