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pi (x) = v, P (x) € t(1- b- x)Z
p% (x) = v, P4 (x) € t(x- a)?
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s (x) =
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ac< min{J v/t 1 -
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p1 (x) = 24 v/t
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1 (x) = th’> v ta’
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Il, o pltds b x)Tax (29) ) t/8 vz 9/16
: S v ad vAB- 8 9t/16> v t/16
v< t/16 , v = (25)
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p- (x) =
v 0< x< 3/4- 4 vi
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Two-stage hor izontal differentiation model with discr m natory
pricng

CAO Yun-jian, GU X in-yi
College of Commerce, U niversity of Shanghai for Science and T echnology, Shanghai 200031, China

Abstract:  In traditional m icroeconom ics theory, only monopoly can adopt discriminatory pricing w hen
there is not arbitrage betw een conaumers In horizontal differentiation product industries the firm s have
market pow ers in their owv n products, and conaumers have different tasteson different products So fim's
can choos discrim inatory pricing successully. Inmost wo-stage horizontal differentiation Hotelling mod-
els the locationsof fim s alw ays deviate from the scial optmum. Thispaper analyzes a two-stage loca
tion-pricemodelw ith discrim inatory pricing of duopoly, on the basisof different consumer’ sgross sumplus
Two firm s choose locations in the first stage and prices in the second T he subgam e perfect N ash equilibri-
un show s that the fim s locations are cial optima

Key words horizontal differentiation; Hotellingmodel, discriminatory pricing;, duopoly



