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   Figure 1:  Equilibrium Locations Under Sequential Entry 
 
 

 
 
 
 
 
 
 
 
 

1
1π    3

2π    2
3π  

 
 

275.01
1 =L           5.03

2 =L               725.02
3 =L  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Figure 2:  Equilibrium Locations When Firms 1 and 3 Merge  
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Figure 3: Equilibrium Locations When One Firm Controls Plants 1 and 3 
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Table 1:  Comparison of Locations and Profits  
 
 
 Entrant 1 Entrant 2 Entrant 3 
 Location          Profit Location            Profit Location             Profit 
    
No Merger (Gupta) 
 

.275                .074t .725                   .074t .500                     .025t 

 
 

   

Merger of Entrants  
         1 and 3 

.395                .129t .741                   .052t .568                     .052t 

    
Merger of Entrants 
         1 and 2 

.2754              .2415t .7246                 .074t .908                     .0253t 

    
Merger of Entrants 
         2 and 3 

.275                .074t .725                   .173t .500                     .025t 

 
 

   

Joint Maximization   
    Entrants 1 and 3 

.500               .1365t  .833                   .0833t .167                     .1365t 

    
Joint Maximization  
    Entrants 1 and 2 

.2754              .158t .7246                 .158t .908                     .0253t 

    
Joint Maximization  
    Entrants 2 and 3 

.245                .1368t .640                   .105t  .880                     .105t  

    
 
Notes: In all merger cases the profits shown assume only the minimum side payment has been made to the 
second merging partner and that the first partner retains the balance of the increment from merger.  In all 
joint maximization cases the profits shown simply divide the total earned equally between the two plants. 
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