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Appendix: Paper Abstract

Prominent Retailer and Price Search

When consumers shop online for a specific product, they often search for price information across different
retailers. Such search traffic tends to be heavily concentrated on a “prominent” retailer, such as Amazon in the
U.S. and Alibaba in China. This research asks: how should a prominent retailer leverage its search traffic
advantage in pricing decision? And how does search traffic concentration affect price competition, consumer
welfare, and the retailer’s profit? We study the above questions through a sequential search model, in which
consumers with heterogeneous search costs conduct price search across competing retailers within their search
consideration sets. We characterize the prominence of a prominent retailer by two dimensions: (1) first search
prominence: the retailer has the highest first search market share and (2) consideration prominence: the retailer
appears in all consumers’ search consideration sets. We find that the prominent retailer charges higher prices
than its competitors if its first search prominence is sufficiently high. Otherwise, its price is relatively low
despite its highest search prominence level. Furthermore, a higher search concentration can intensify price
competition and lower average prices for all retailers. This suggests that consumers can become better off if
search traffic is more concentrated. Lastly, we find the “curse of prominence” such that more first searches
can lead to a lower profit of a retailer.

Governance of Project Procurement: Auctions versus Negotiations

Procurement auctions and dyadic negotiations are the principal modes for awarding a custom project.
Models emphasize auction price advantages, but governance views suggest a broader perspective on account
of incompleteness. Buyers seek out valuable supplier-held knowledge prior to the award to economize on
otherwise costly post-award contract revisions. Assembling multiple auction bidders together improves the
odds of awarding a supplier possessing the superior information, but simultaneously promotes post-award
disclosure creating costly revisions. Dyadic negotiation reduces these odds, but promotes pre-award
disclosure. Panel data on IT projects shows that new-to-the-buyer projects are more likely awarded in an
auction because the greater superiority of supplier-held information here favors assembling bidders to
improve the odds of awarding a supplier possessing this information. Second, experienced buyers are more
likely to choose auctions as they find the revision costs of ex post disclosures less daunting. Finally, greater
experience with a specific supplier favors dyadic negotiations. Here, this buyer’s improved ability to assess
her partner accurately reduces her hazard of selecting a supplier not possessing the superior design
information.

Price Signaling and Channel Coordination

When information asymmetry exists in the market, firms often use the price signal to communicate
unobservable quality to consumers. We examine the signaling role of retail price in a decentralized channel.
Our normative model demonstrates that there might exist a moderate range of retail prices (we term this
range the “quality suspicion range”) within which consumers cannot perfectly discern quality from the price.
In order to credibly communicate high quality to consumers, the retailer is forced to set a price either below
or above the quality suspicion range. This handicaps the retailer’s price response to wholesale price. We find
that there could exist equilibria such that the wholesale price is relatively low (and the retail price is
compelled to be correspondingly low). The low prices reduce channel inefficiency due to the double
marginalization. As a result, consumers, retailers and manufacturers might all be better off under imperfect
than perfect information.



