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The Issues of Product Pricing of China’s Mobile

Communications Based on Bertrand Model
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Abstract: Since 2008, the mobile communications market in China has been dominated by three oligar-
chic enterprises. This paper analyzes the competitive advantages to which China Mobile, China Tele-
com and China Unicom gave a full play respectively after the third regroup of China’s telecom indus-
try. By means of building a cost function and establishing Bertrand model the paper studies the tripar-
tite agreement of product pricing under the static conditions of perfect information. Equilibrium anal-
ysis shows that when the market is in equilibrium, the lower-priced vendor can obtain a higher profit,
for the vendor would reduce the equilibrium product price by gaining more market share and cutting
down the cost. At the same time, because the discrepancy in equilibrium prices is proportional to that
of market share, the vendor should take into consideration the change of price discrepancy between
competitive firms when implementing price reduction strategies.
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