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Strategies in second pricing in oligopolistic competition with switching cost

YE Yang' ZHOU Ming~yang' WAN Meng® Huo Jia—zhen'
1. School of Economics and Management Tongji University Shanghai 200092 China;
2. Center of Science and Technology Ministry of Education of the PRC  Beijing 100080 China

Abstract: Oligopolistic enterprises usually price their products for the second time or use price discrimina—
tion in order to earn more profit especially for firms who enter the market later on. Most late comers’ strate—
gy is to occupy the market share first by pricing lower and then to earn more profit by raising the price. This
paper is to study such competition between two oligopolistic enterprises in their second pricing. The study
proves that the price and the gross profit are negatively related to the switching cost and that the oligopoly who
practices the lower price strategy at the first pricing stage would lose part of its market share at the second one.
By comparing the switching cost which is generated from the first pricing with the cost on advertisement or
promotion for the new products the paper discusses the competition among neighboring products and points out
that the profit of the oligopoly mainly comes from the switching cost.
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