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On The Strategic Choice of Spatial Price Policy

By JACQUES-FRANCOIS THISSE AND XAVIER VIVES*

Price discrimination emerges as the unique equilibrium outcome in games with
either simultaneous choice of policy and price or sequential choice in which firms
may commit first to uniform mill pricing before the actual market stage. Our

results are used to analyze some common business practices that arise in
geographical pricing, like the basing point system, and in the pricing of varieties
or options from a base product in a product differentiation context.



https://www.jstor.org/stable/pdf/1814702.pdf
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A Customer Management Dilemma: When Is It
Profitable to Reward One’s Own Customers?

Jiwoong Shin, K. Sudhir
Yale School of Management, Yale University, New Haven, Connecticut 06520
{jiwoong.shin@yale.edu, k.sudhir@yale.edu}

his study attempts to answer a basic customer management dilemma facing firms: when should the firm use

behavior-based pricing (BBP) to discriminate between its own and competitors’ customers in a competitive
market? If BBP is profitable, when should the firm offer a lower price to its own customers rather than to the
competitor’s customers? This analysis considers two features of customer behavior up to now ignored in BBP
literature: heterogeneity in customer value and changing preference (i.e., customer preferences are correlated but
not fixed over time). In a model where both consumers and competing firms are forward-looking, we identify
conditions when it is optimal to reward the firm’s own or competitor’s customers and when BBP increases or
decreases profits. To the best of our knowledge, we are the first to identify conditions in which (1) it is optimal to
reward one’s own customers under symmetric competition and (2) BBP can increase profits with fully strategic
and forward-looking consumers.
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