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Product Differentiation, Price War and Collusion

GAN Chun-hui!, LT Xue?

(1. School o f Business Administration ,Shanghai University o f Finance and Economics,
Shanghai 200083, China; 2. Shanghai Li Xin University of Commerce,
Shanghai 201620,China)

Abstract; Price war often occurs among China’s enterprises. This paper
discusses the reason of price war from the relationship of product differentia-
tion and collusion. We prove that it is more difficult for firms to collude in
prices when the degree of product differentiation is smaller, Hence,the way
to price war is to make the product differentiation larger through improving
the competence of independent innovation.

Key words; product differentiation; price war;collusion
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