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Fig. 1 Product market segment
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Fig. 2 Stackelberg game where firm L is the leader
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Fig. 4 Strategy of firm L with monopolizes customer information
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Behavior-based pricing strategy of quality-differentiated products

MA Dong-sheng, SONG Hua-ming, GU Xiao-yu, WU Jia-wei
School of Economics and Management, Nanjing University of Science and Technology, Nanjing 210094, China

Abstract; A two-period dynamic pricing model for competing firms is established with game theory to investi-
cate the behavior-based pricing ( BBP) strategy of quality-differentiated products and its impact on firms’
profits. The main results show that: 1) The relative production efficiency and firms’ decision order are two key
factors influencing the choice of firms’ BBP strategy; 2) When the relative production efficiency differs great-
ly, BBP protects disadvantageous firms’ profits but damages advantageous firms’ profits, thereby intensifying
competition; 3) If the firm who can monopolize customer information uses BBP, contrary to our intuition, not
only this firm’ s own profits but also its competitor’ s profits will be hampered, and resulting in a “lose-lose”
situation. Finally, an actual enterprise example verifies our models and reveals management implications.

Key words: behavior-based pricing; quality differentiation; dynamic pricing; strategic customer behavior
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