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Abstract
Retailers in the physical world commonly adopt two pricing strategies that are known as “everyday low price” (EDLP) and promotional pricing (HILO).  EDLP is characterized by constant, low average prices and is adopted by sellers to build a low price image that attracts price-sensitive consumers.  HILO is characterized by higher average price but with deep, frequent temporal price discounts that attract “cherry pickers”.  Theoretical research in marketing has shown that the profitability of EDLP sellers is closely tied to geographic separation from their HILO competitors.  In the absence of such separation in the electronic world, one might expect vendors to abstain from the EDLP strategy.  This speculation, however, is confounded by the fact that certain online sellers, such as Southwest Airlines and Petluvers.com, who consciously and repeatedly emphasize their “everyday low price” practice.  My dissertation examines the veracity of this pricing statement while analyzing the differences in nature of EDLP pricing in the online and physical contexts.  Using econometric methods, my dissertation aims to address the following questions:  1) Do self-declared EDLP sellers indeed charge “everyday low price” online?  2) Are there any differences between online EDLP strategy and offline EDLP strategy?  3) Can online EDLP sellers selectively employ EDLP strategy?  In other words, do EDLP sellers deliberately project a “low price” image for certain products but not others?  

Preliminary analysis suggests that price variability of EDLP sellers is significantly lower than that of HILO sellers.  In contrast to the findings in physical markets, online EDLP sellers couple low price variation with higher average price.  Further, I observe an interesting phenomenon that online retailers adopt different variants of EDLP for different product categories.  My dissertation offers new theoretical perspectives and empirical evaluations on strategic pricing of online retailers with three major contributions.  First, it provides an understanding of the difference between online vs. offline EDLP pricing and characteristics; second, this is one of the first studies in IS that investigate the concept of retail price format as a source of online price dispersion; third, it offers an important reason why Bertrand type of markets do not exist online even for homogeneous products.
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