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Analysis of the Cause and Outcome of “Price War” Phenomenon

CHEN Qi-jin

(School of Mathematics and Statistics , Chongqing Technology and Business University , Chongqing 400067 , China)

Abstract : Through the model of prisoner’s dilemma,we conduct the corresponding analysis of the cause of the
endless price war phenomenon . In terms of output, price and profit, the impact of this phenomenon on the welfare of
both companies and customers is deeply discussed using the improved Bertrand gambling model. From these
conclusions and the competition theory in both microeconomics and political economy,we offer some suggestions for
governments and companies. In order to ensure the healthy and sustainable development of commodity market,
governments should control the numbers of companies in” price war” and meanwhile companies themselves should
build their own brands. .
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