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Tacit Collusion of Firm in Experimental Duopoly

with Product Differentiation

Li Jianbiaol Wang Guangrongl Julongl Yu Juan2

(1.Business School of Nankai University, Tianjin 300071, China 2. Economic School of national
university of Singapore, Singapore)

Abstract: We study competitive and collusive behaviors of firms in experimental duopoly with product
differentiation. First, we analyze Bertrand model with product differentiation, then make experimental test
in experimental duopoly. Experimental results show: (1) less product differentiation, lower average game
price, and average game prices fluctuate around middle price of Nash supergame equilibrium interval; (2)
more game periods, more strong conflict, and this is inconsistent with Folk Theorem; (3) punishment
toward defective behaviors is universal behavior; punishment strategy is Tit For Tat, punishment grade is
increased with decreasing product differentiation (4) product differentiation is not significant impact with
collusion stableness; (5) discount is not significant impact with average game price and collusion.

Keyword: Product Differentiation; Punishment Strategy; Tacit Collusion; Experiment in Lab.
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