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Market dominance and quality regulation policies
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Abstract:

In many markets,like automobile and food industries, a common feature is that, the high-
quality firms usually do not have neither a larger market share nor a higher profit. In most
models of vertical product differentiation, however, it is well known that the high-quality
firm always dominates both in terms of profit and market share theoretically. Accordingly,
this project proposes a general model combining various preference settings and cost struc-
tures to discuss when the high-quality firm dominates in terms of profit and/or market
share in detail, under both Bertrand and Cournot competition. In order to study this issue
more clearly, in various model settings of this project, I will systematically analyze the
existence of those market equilibriums and the differences between them. In addition, I

also investigate how the welfare is altered by the minimum quality standard.

Keywords: Vertical product differentiation, high-quality advantage, minimum quality

standards.
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