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Abstract: 
Markets quickly converge to equilibrium even under information conditions that are much weaker than 
specified in theory. Given such conditions, how do firms set prices? We test whether, under weak 
information conditions, firms employ an aspiration level heuristic for price setting. Analyzing the pricing 
strategies of 745 used car dealers on the basis of online market data and interviews we find that 
virtually all dealers employ a form of aspiration level pricing. The heuristic generates an aggregate 
pattern that is well described by a model of equilibrium price dispersion. However, unlike the 
equilibrium model, the aspiration level heuristic correctly predicts systematic pricing characteristics such 
as high initial price, price stickiness, and the resulting “cheap twin paradox.” The paper provides first 
evidence that heuristic pricing can generate higher profits than does the optimization strategy 
underlying the equilibrium model. 
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Wir freuen uns auf Ihre Teilnahme. 
 

 


