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Effects of platform charges on price dispersion in online markets

WANG Qiang CHEN Hong-min
Antai College of Economics & Management Shanghai Jiao Tong University Shanghai 200052 China

Abstract: Based on the searching theory the paper constructs one period game model to examine the effects
of platform charges on the equilibrium price and price dispersion in online markets where the sellers have ob—
servable and heterogeneous reputations. We obtain the optimal searching activity equilibrium price and the
degree of price dispersion with optimal theory. The results show that the rise of platform charges from sellers in
online markets reduces customers’ searching activity but raises the products’ prices. In addition the price
dispersion degree reduces or even disappears at the time the platform charged from the sellers and customers
since the directions of price changing are generally different for sellers with different reputations.

Key words: platform charges; reputation; searching cost; price dispersion



