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Searching cost reputation and price dispersion of on-line m arket

WANG Qiang, CHEN Hongmin YANG Jian=ia
AntaiCollege ofE conan ics& M anagement Shanghai Jiaotong Unwersity Shanghai 200052 China

Abstract A ccording to the search ng theory we exp bre the effects of search ng cost on equilibrum price and
price dispersbn follow ng the variability of sellers” reputatbn and buyers’ reservatbn price M oreover we
analyze the nteraction between reputation and searching cost The resulis show that higher search ng cost can
make sellersw ith different repu tation coexist n the on-lne maikets n oder to canpetew ith the higher repu-
taton sellers sellersw ith low er reputatbn have to reduce the product price and thus leads to price dispersn;
buyers w ih different reserve price canm it to different searching actwites and lower reputatbn sellers will be
expelled fium the on-lnemarket along w ith the inprovem ent of searchng efficiency Furthemore the adver
tisement by h gher-reputation sellers can mprove buyers’ searching effic ency and reduce buyers’ search ng
activities In order to campete w ith h gherreputation fims the lowerreputation sellers have to reduce the
price and thus the price dispersbn becane more serbus
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