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In this research project, we analﬁze multi-period competition among firms
using customer information from the perspective of game theory and microeconomic theory. With the
recent advances in information technology, firms are effectively using information about their
customers® purchase histories to conduct business. For new customers, firms try to retain them by
offering lower prices than those offered to existing customers. The study clarified how such price
differentiation, in combination with other strategies, can lead to competition among firms. More
specifically, we analyzed the contract problem in a duopoly market among differentiated firms. We
also analyzed the impact of price discrimination, taking into account consumer switching costs and
advertising strategies that arise due to competition for customers, and elucidated when firm profits
rise.
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