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Abstract
Heterogeneity and dynamic are the most important
factors when explaining the evolution process of
market competitive behavior.  Using pricing strategy
as an example, heterogeneity represents that it is very

rare to observe that firms have identical pricing
strategy and no to mention that the perceived prices
are different among consumers. In terms of
dynamic, firms constantly adjust prices through out
the time and consumer’s price sensitivity also change
over thetime. The purpose of this study is based on
a stochastic perspective to build up an interactive
model between supply (i.e. firm’s pricing strategy)
and demand (i.e. consumer response) to analyze how
retailer’s pricing strategy to influence consumer price
sensitivity by changing price structure.

Based on Dickson's genera theory of competitive
rationality, we propose a dynamic model of
interaction between retailer pricing strategy and
consumer price sensitivity. We further use sales and
prices data from a retailer marketing database to test
the hypothesis. The empirical study will first
investigate the price movement to observe the
regularity of retailer pricing strategy. Then, a
dynamic regression model is employed to estimate
the consumer price sensitivity which is changed over
the time to present the nature of dynamic demand.
Finally, integrating supply and demand side of
characteristics, the correlation between consumer
price sensitivity and retailer pricing strategy is
identified to illustrate their interactive relationship.

According to the empirical results, the changing
price structure by retailer pricing strategy does
significantly influence the reactions of consumer
price sensitivity. However, the reverse relation does
not hold. That is, retailer pricing strategy does not
make optimally to reflect the changes in consumer
price sensitivity. This study provides not only an
empirical evidence about the appropriateness of the
theory of competitive rationality on retailer pricing
strategy problem, but also some insights to marketing
practitioners about price management and sales
promotion strategies.

Key words. Competitive Rationality, Dynamic
Pricing Strategy, Price Sendgitivity, Dynamic
Regression Model

Heterogeneity Dynamics



Allenby, Arora, and Ginter 1998

Hunt and Morgan 1995

Dickson 1982

Sinkula 1994

Dynamic Disequilibrium

Dickson 1992,
1996

reservation price
referencing price
willingness-to-pay
(Sawyer and Dickson 1984)
price sensitivity

price perception

price elasticity
(Tellis 1988)

Bayesian Conjoint Analysis

Green
and Srinivasan 1990; Allenby and Ginter 1995

Jen and Wang
2002

Skimming Pricing Strategy
Penetration Pricing

Strategy

Comparative Advantage
Competitive Advantage
Hunt and Morgan 1995, Porter 1980
markup rate

Lilien and Kotler 1985

Price
Differentiation
Tellis 1986
Dickson(1992) (agenera
theory of competitive rationality)
scanner panel

SUR (Seemingly Unrelated

Regression Model) (Dynamic or

Time Varying Coefficient Regression Model)

self-price elasticity
cross-price elasticity



(response rate)

(corallaries)
heterogeneity of supply is aways changing

Journal of Marketing
1992
(Toward a Genera Theory of Competitive
Rationality) Dickson
(Competition)

(rivalry)
(excess of supply)

imperfection (proposition)

(Heterogeneity) (Dynamics)

—{ ]—l

| = ] | ]
T ¢ M1

1

Dickson, Peter R.(1992), “Toward a General Theory of Competitive Rationality.” Journal of
Marketing, 56 (January), pp. 70.

1



offensive strategy
innovator

imitator Dickson 1992

Etgar and Malhotra (1981), markup or markdown
Gerstner (1985)

122 6

ABCDEF

Lilien & Kotler 1985

85




1.1 ¢

1.0

0.9

0.8

0.7 -

0.6

0.5

0.4 =

0.3

,Var(R)

Yi= XB «+ E- AU,

Dickson(1992)
(a general theory of competitive

rationality) E(Et _AtUt)(Et _AtUt)’

scanner panel
GLS

SUR (Seemingly Unrelated

6

Regression Model) Oynamic o R (t) = (X, QX))

Time Varying Coefficient Regression Model)
(Multivariate Time

Series Analysis)

SUR( Seeming Unrelated Regression Model )

(Dynamic or Time Varying Coefficient Regression

Model) 0.50219
Y=XB e 1
X: k-dimensiona t
Bt
simple random walk process
B =B 1tU; 2
2
E(cig;) =90 3
’ 2
E(Uin)=8ijG P 4
E(e,U j) =0 5
0 Kronecker delta P
GLS(Generdizied least squares)
B

1 2 t

-0.56

0.7259

33

6
error term

—o?[l, +A, (1, ®P)A, ] =c%Q,

B.(1) = (X, X)X, QY,

33

8




215 ——Vp=0.0036
—irsn

213 Vb 00070
i

L —Vp=0.

211 VhZ00100
——Vp=0.0200

209 |

~ 207F A
3 N

205 | A A
AN 4 D
VA 4

203 V\_/\

201

199

197

195

193

0 5 10 15 20 25 30 35 40 45 50 55 6

Allenby, G. M. and James L. Ginter (1995), “Using
Extremes to Design Product and Segment
Markets,” Journal of Marketing Research, Vol. 32
(November), 392-403.

Allenby, G. M., Neerg Arora and James L. Ginter
(1998), “On the Heterogeneity of Demand,”
Journal of Marketing Research, Vol. 35 (August),
384-389.

Chakravarthi, Neslin and Sen (1996), “Promotional
Elasticties and Category Characteristics,” Journal
of Marketing, Vol. 60 (April), 17-30.

Dickson, Peter R. (1982), “Person-Situation:
Segmentation’s Missing Link,” Journal of
Marketing, Vol. 46 (Fall), 56-64.

Dickson, Peter. R. and James L. Ginter (1987),
“Market Segmentation, Product Differentiation,
and Marketing Strategy,” Journal of Marketing,
Vol. 51 (April), 1-10.

Dickson, Peter R. (1992), “Toward a General Theory
of Competitive Rationality,” Journal of Marketing,
Vol. 56 (January), 69-83.

Dickson, Peter R. (1996), “The Static and Dynamic
Mechanics of Competition: A Comment on Hunt
and Morgan's Comparative Advantage Theory,”

Journal of Marketing, Vol. 60 (October), 102-106.

Etgar, Michea and Naresh K. Malhotra (1981),
“Determinants of Price Dependency: Persona and
Perceptual Factors.” Journal of Consumer
Research, 8 (September), 217-222.

Gerstrer, Eitan (1985), “Do Higher Prices Signal
Higher Quality?’ Journal of Marketing Research,
Vol. 22(May), 209-215.

Ghosh, Auijit, Scott A. Nedlin,
Shoemaker (1983), “Are There Association
Between Price  Elasticity and Brand
Characteristics?” Fal Educators Conference
Proceedings, Chicago: American Marketing
Association, pp. 228.

Green, P E. and V. Srinivasan (1990), “Conjoint
Analysis in Marketing: New Developments with
Implications for Research and Practice,” Journal
of Marketing, Vol. 54 (4), 3-17.

Hunt, Shelby D. and Robert M. Morgan (1995), “The
Comparative Advantage Theory of Competition,”
Journal of Marketing, Vol. 59 (April), 1-15.

and Robert

Jen, Lichung and Wang Shih-dJu (2002),
“Segmentation  vs.  Individuadization: The
Indisputable Role of Heterogeneity,” Western

Decision Sciences Institute, Thirty-First Annual
Meeting, Las Vegas, Nevada.



Krishnamurthi, Laksman and S. P Rg (1991), “An
Empirical Analysis of the Relationship Between
Brand Loyalty and Consumer Price Elasticity,”
Marketing Science, Vol. 10 (Spring), 172-183.

Lilien, Gary L. and Philip Kotler (1985), Marketing
Decision Making: A Model-Building Approach,
New York: Harper & Row.

Liu, L. and Dominique Hanssens (1981), “A
Bayesian Approach to Time-Varing Cross
sectiona Regression Models” Journal  of
Econometrics, Vol. 15, 341-356.

Monroe (1990), Pricing-Making Profitable Decision,
2nd edition, New York: McGraw-Hill.

Nagle, Thomas T.(1987), Strategies and Tactics of
Pricing, Englewood Cliffs, NJ: Prentice Hill.

Paker (1992), "Price Elasticity Dynamics over the
Adoption Life Cycle" Journal of Marketing
Research, Vol. 56, 29.

Paker (1992d), “Pricing Strategies in Markets with
Dynamic Elasticities,” Marketing Letters, Vol. 3
(July), 227-238.

Porter, Michael (1980), Competitive Strategy, New
York: The Free Press.

Reibstein and Gatignon (1984), “Optimal Product
Line Pricing: The Influence of Elasticities and
Cross-Elasticities,” Journal of Marketing Research,
Vol. 21 (August), 259-67.

Sawyer, Alan G. and Peter R. Dickson (1984),
“Psychological  Perspectives on  Consumer
Response to Sales Promotion,” Research on Sales
Promotion: Collected Paper, Marketing Science
Institute, 1-21.

Simon, Hermann (1979), “Dynamics of Price
Elasticity and Brand Life Cycles. An Empirical
Study,” Journal of Marketing Research, Vol. 16
(November), 439-452.

Sinkula, James M. (1994), “Market Information
Processing and Organizationa Learning,” Journal
of Marketing Research, Vol. 58 (January), 35-45.

Tellis, Gerard J. (1986), "Beyond the Many Faces of
Price:. An Integration of Pricing Strategies,"
Journal of Marketing, Vol. 50, 146-160.

Tellis, Gerard J. (1988), “The Price Elasticity of
Selective Demand: A MetaAnaysis of
Econometric Models of Sae” Journal of
Marketing Research, Vol. 25 (November),
331-341.

Urbany, Joel E. and Peter R. Dickson (1991), "The
Effects of Price-Cutting Momenturm and
Consumer Search on Price Setting in the Grocery
Market," Marketing Letters, 2(4), 393-402.

Walters (1991), “Assessing the Impact of Retail Price
Promotions on Product Substitution,
Complementary Purchase, and Interstore Sales
Displacement,” Journal of Marketing, Vol. 55
(April), 17-28.



	前  言
	競爭哲理之一般化理論
	供給面動態性之實證分析
	需求面動態性之實證分
	結  語

