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This paper investigates the relations between consumers’ price-search behavior and

business cycles for an explanation of countercyclical price movements in unconcentrated

markets. The effects of changes in search costs which consist of opportunity costs and

physical costs are analyzed. When sarch costs are identical among consumers, the relations

are steady as long as the range of changes in search costs is chosen appropriately. When

there is distribution of search costs, the relations are not steady because of market participa-

tz't_m condition. It is also shown that a modified price-dispersion model can explain counter-

cyclical price movements.
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