Stackelberg Leadership with Product
Differentiation and Endogenous Entry:
Some Comparative Static
and Limiting Results

KreSimir Zigié¢
CERGE-ET*, Prague and INTERTIC** Milan

Abstract

Allowing for endogenous entry in the traditional Stackelberg setup with product
differentiation, leads to reverting of the standard comparative static and limiting results.
Unlike in the standard Stackelberg setup with barriers to entry, the leader's profit
increases when the differentiation becomes lower. The reason is that competition
becomes tougher when products become more alike, and consequently, fewer firms
enter in equilibrium. On the other hand, increasing product differentiation towards its
limit results in number of entrants tending to infinity and for very large market, the
profit of the leader approaches zero. Thus market structure approaches monopolistic
competition, rather than the standard monopoly outcome that occurs with exogenous
number of followers.

Abstrakt

Dovolime-li v tradiénim Stackelbergerové usporadani s produktovou
diferenciaci endogenni vstup, ziskdme opacné vysledky nez v tradi¢nim uspofaddni. Na
rozdil od tradi¢niho Stackelbergerovského uspotadani se zisk viidce na trhu zvétSuje s
klesajici diferenciaci. Divodem je tvrdS$i konkurence vzeSlad z pravdépodobnéjsiho
vyskytu produktd, coz znamend méné firem vstupujicich na trh. Na druhou stranu
stoupajici diferenciace produktii smérem k jejich moznostem vyustuje v nekonecny
pocet vstupujicich subjektl na trh. Pro velké trhy pak zisk viidce postupné vymizi. Tedy
struktura trhu se spiSe blizi k monopolistické konkurenci nez k standartnimu
monopolistickému vystupu s exogennim poctem nasledovnik.
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