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Competitive Markets with Product
Difference and Switching Costs

JIANG Chuan-hai', XIA Da-wei?

(1. Shanghai University of Finance and Economics, Shanghai 200433, China;
2. Shanghai National Accounting Institute, Shanghai 201702,China)

Abstract; This article examines the effect of product difference and
switching costs on price competition and strategic behavior of firms. The
game models are developed based on the Hotelling’s model of spatial differen-

tiation with switching costs. We get the conclusion that the relativity of
s 11 =
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switching costs and product difference determines whether pure strategic
price equilibrium could exist or not. It also determines whether the incum-
bent could accommodate or deter the entry of potential entrants.

Key words: products difference; switching costs; entry accommodation;

entry deterrence (FriEmiE # #)
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