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Consumer Variety-seeking Behavior and
Corporate Pricing Competition

JIANG Chuan-hai, TANG Ding-xiang, YANG Wei-wen

(School of International Business Administration » Shanghai University

of Finance and Economics s Shanghai 200433, China)

Abstract: Consumer variety-seeking behavior has the important effect
on the price competition among oligopolistic {irms and economic efficiency.
This paper indicates that, by taking consumer variety-seeking behavior into
account, firms give price concessions for loyal consumers and charge new
consumers high prices. Consumer variety-seeking behavior weakens corpo-
rate price competition in two periods, leading to tacit collusion. The analysis
of economic efficiency on the basis of uniform pricing in two periods shows
that discriminatory pricing mechanism improves the competition among firms
and results in the increase in consumer surplus and the reduction in corporate
profits.

Key words: variety-seeking; staying cost; discriminatory pricing; uni-
form pricing
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