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Study on Pricing Mode, Product Differentiation
and Innovation Incentives of Enterprises

TANG Ding-xiang,JIANG Chuan-hai

(School of International Business Administration , Shanghai University of

Finance and Economics, Shanghai 200433, China.)

Abstract: How to measure the degree of market competition is one of
difficulties in the study of competition and innovation incentives in industrial
organization theory. The paper tries to measure the degree of market compe-
tition from the two different dimensions, namely pricing mode (uniform pri-
cing and price discrimination) and the degree of product differentiation, and
study the innovation incentives of enterprises under a framework of a three-
stage dynamic game. The results show that innovation incentives of enterpri-
ses strengthen with the increase of the degree of market competition under
both of the measurement methods, which further supports the view of Arr-
row (1962). It also gives a certain theoretical significance to the legality of
anti-trust agencies’ investigations on price discrimination and innovative pol-
icy-making of governments.

Key words: price discrimination; product differentiation; R&.Dj; de-

gree of market competition; substitution effect (wHERHE A—rH
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