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Price Information Cost and Price Dispersion

QIANQIN CHEN
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Abstract To determine the fraction of informed customers in Varian’s model of sales, this
paper assumes that consumer information cost has a non-degenerated distribution. This paper em-
ploys the symmetric mixed-strategy equilibrium definition proposed by Janssen and Moraga
(2000, and derives buyer and seller strategies in Varian’s model of sales. Under incomplete price
information, the existence of informed customers is essential to non-degenerated price distribution
in Varian’s model of sales. This paper explains how informed customers come into being, and
lends support to Varian’s argument.
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