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Quantity Competition in a Spatial Model with
Unequal Firms

Ruey-Yih Lin

Abstract

This article analyzes a circular market in which two colluded firms compete with a
single firm at each point in space. In the location-quantity game, each firm first selects the
location for itsfacility and then selects the quantities to supply to the market, so asto maxi-
mize its profit. In equilibrium, there is a unique subgame perfect Nash equilibrium, where
the two colluded firms locate equidistant from the rival on the circle. Moreover, when the
transportation costs is approaching to zero (or 1/x ), the optimal location of the two

: I ér 3ny, &2 N2l _ _
colluded firmswill situate at gg,?g(or ng,Zn- TEE); i.e., an increase (decrease) in the

transportation costs will make the colluded firms move away from (close to) therival.
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