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Abstract

This study analyzes price competition between two ports theoretically using a game model.
We considered two cases: in Case I, consignors are located in a given position, and in Case
II, consignors are distributed uniformally between two ports. The results are as follows. In
Case I, the higher consignors’ preferences for quality are, the more two ports’ prices increase.
As the locations of consignors are closer to Port H, the price of Port H increases and that of
the low quality port(Port L) decreases. In addition, when transportation cost increases, the
price of Port L decreases and the price of Port H tends to increase. If the quality of Port H
improves, the price of the port H increases but the price of Port L is not clearly determined.
In Case II, the higher consignors’ preferences for quality are, the more two ports’ prices
increase. As transportation cost increases, the prices of both ports decrease but the price of
Port L decreases twice as fast as that of Port H. In addition, if the quality of Port H
improves, the price of Port H increases but the price of Port L decreases when transportation
cost is high.
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