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Abstract  Within the framework of search theory. this paper analyzes the impact of

search costs on equilibrium prices and price dispersions in internet markets when sellers have

different reputations. Moreover. this paper also analyzes the influence of search costs on rep-

utat

ion mechanisms. The conclusion is that sellers of different levels of reputations can coex-
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ist in the market; sellers with bad reputation offer low prices to compete with sellers with
good reputation; the improvement of search tools can reduce equilibrium prices; C2C websites
can reduce buyers’ search costs by providing more efficient search services. Our model can ex-
plain some phenomena in the internet market and is consistent with empirical facts of recent

literature.
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