
RUHR
ECONOMIC PAPERS

The Ineffi  ciency of Market Transparency

A Model with Endogenous Entry

#219

Yiquan Gu
Burkhard Hehenkamp

brought to you by COREView metadata, citation and similar papers at core.ac.uk

provided by Research Papers in Economics

https://core.ac.uk/display/6371996?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1


Imprint

Ruhr Economic Papers 

Published by

Ruhr-Universität Bochum (RUB), Department of Economics
Universitätsstr. 150, 44801 Bochum, Germany

Technische Universität Dortmund, Department of Economic and Social Sciences
Vogelpothsweg 87, 44227 Dortmund, Germany

Universität Duisburg-Essen, Department of Economics
Universitätsstr. 12, 45117 Essen, Germany

Rheinisch-Westfälisches Institut für Wirtschaftsforschung (RWI)
Hohenzollernstr. 1-3, 45128 Essen, Germany

Editors 

Prof. Dr. Thomas K. Bauer
RUB, Department of Economics, Empirical Economics
Phone: +49 (0) 234/3 22 83 41, e-mail: thomas.bauer@rub.de

Prof. Dr. Wolfgang Leininger
Technische Universität Dortmund, Department of Economic and Social Sciences
Economics – Microeconomics
Phone: +49 (0) 231/7 55-3297, email: W.Leininger@wiso.uni-dortmund.de

Prof. Dr. Volker Clausen
University of Duisburg-Essen, Department of Economics
International Economics
Phone: +49 (0) 201/1 83-3655, e-mail: vclausen@vwl.uni-due.de

Prof. Dr. Christoph M. Schmidt
RWI, Phone: +49 (0) 201/81 49-227, e-mail: christoph.schmidt@rwi-essen.de

Editorial Offi  ce 

Joachim Schmidt
RWI, Phone: +49 (0) 201/81 49-292, e-mail: joachim.schmidt@rwi-essen.de

Ruhr Economic Papers #219 

Responsible Editor: Wolfgang Leininger

All rights reserved. Bochum, Dortmund, Duisburg, Essen, Germany, 2010

ISSN 1864-4872 (online) – ISBN 978-3-86788-251-4
The working papers published in the Series constitute work in progress circulated to 
stimulate discussion and critical comments. Views expressed represent exclusively the 
authors’ own opinions and do not necessarily refl ect those of the editors.



Ruhr Economic Papers #219

Yiquan Gu and Burkhard Hehenkamp

The Ineffi  ciency of Market Transparency

A Model with Endogenous Entry



Bibliografi sche Informationen 

der Deutschen Nationalbibliothek

Die Deutsche Bibliothek verzeichnet diese Publikation in der deutschen National-
bibliografi e; detaillierte bibliografi sche Daten sind im Internet über: 
http://dnb.d-nb.de abrufb ar.

ISSN 1864-4872 (online)
ISBN 978-3-86788-251-4



Yiquan Gu and Burkhard Hehenkamp1

The Ineffi  ciency of Market Transparency 

– A Model with Endogenous Entry

Abstract

Including the entry decision in a Bertrand model with imperfectly informed consumers, 
we introduce a trade-off  at the level of social welfare. On the one hand, market trans-
parency is benefi cial when the number of fi rms is exogenously given. On the other, a 
higher degree of market transparency implies lower profi ts and hence makes it less 
attractive to enter the market in the fi rst place. It turns out that the second eff ect do-
minates: too much market transparency has a detrimental eff ect on consumer surplus 
and on social welfare.

JEL Classifi cation: D43, L13, L15

Keywords: Market transparency; endogenous entry; homogenous products
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