& bl
933..;1! & glaus|

Market Conduct

cladill jegady ¢SS — Bl JSagll T I olindl Lyl a1
LalaBW Ll 0955 2l 5,391 polinll s agasy >l )
@ G Bpbll o a5 Boudl JSagll Liaal of b Loliv § elaial
R | SVIES B SCH WM I PO 5o Sy LSl § wluwll Ly
LSplmr ctindl iy amdl wliy < pill poodloy ccnla il
3392y dsliall JSua by poiz Jeldly .Market Conduct g“e}_...ll
Y 5n Lo Syl 5La0Y1 of I s Lasinlly Performance Lajlas]

o laill gl 25U Ll

What is Market Conduct ¢.. g}.dl Jalud! 90 L

S0 olady Lganiie Gew olad BLaill wluluw o (sl Sl 093,
L Laill Jolus (iler JS Lulys Gugins ¥ o0y . Gl & Lepadlin
P L Lbid Gy JI Golgadl Jf 5,La] s “Ggu” LalS)
Jl il ¥ 7 AB1S" pysge 13m 6Ty b ) Ols ol gians Bl
sy ol § S )l Dlgh uslis 15] Y] pglll — Byl Lgh s of Lyl
I B an oS) s B § S g Layys cnlagdl
LB | Lot sl b =5 S Gl U & s 2Tl
3325 135y < Lasl s ol s U1 LaaSly il s i) Ly el

A



oYl LSy Lusgry (imgyll UISST p4i5 S0 ol WSSy il Lasgd
i) Ll Lpeadins A1 LB S>3 Jlugll oo SIS yudy
Loblaialy <Ly dolsdl (sl ) LolSsss J] BLal couslennd]
Gyl 3 (05155 STy Tinle Lol 3ged (3> Lpusdlin (ol ) 1S53l
I i JLasYl 559,9 JLY 03a S ¢ dlasty
Lol Lty ¥l 1330 ) Byl Dbl posls Sy Ll
- JlasY

Dbl mss (V)

Aprdl 2 52 wloledly gl Legh wdy ()

Jmall @lgnsy Ll il Ll oe el (1)

The Scope of Market Conduct ¢ gusJ! gl I

By isliall &I)_;l Ot wj) g3 JS o LalaidYl 4 bl W Jeis
bl iy By LgSsio Bl i § olaiall lilis Yo s
Loy Jlis 095 651 wlbo dy ¢ paill Ly Sladal 0% ¥ Ly,
Jos b yuS

Conduct Under Pure Competition &a/l3J) 4861/ Jb 3 okl
P § B S Ll Ll pilss 4las Lelio L of o33!
hidie 555 e Jeidin 1 el JSgll polis lisly 4B
oda § eoladiol) juges Lppa) azge oy 3380 nf JgBo wlses Jan

Sl g Gaadls Lsm Y G Tygine Ly Lol slacall o9 ¥ Ll

2%



j&ﬁg,:Lg.éofLeS.w.&abwg.aibsgpr&gﬁj Lgaiid | sasy
Yy Lo JSb § o paeas § jLas! L G slasll o e sl
b Y Lo 81 LS 8Ll < Lgsbdke] Llime § woMSita Lpua) gl
0= Oyl pdel bid olady Lgadlal pill s 0o g5 T a2 g of
& LY L oy 5Ltiall 3 3gd e ¥ LalsJ) Wbl Lasgay
d oo Ggauanll Lagdlio Bdls 13]y 1 Lgule 55 I Bl 35
Ao i § peils of Mg Lea3lid cg&»&:i&j%rﬁlﬁ
Aplal 2, G99 a3 R RVERTES R ENC PV [N PO b s
Conduct Under Pure Monopoly §lal/ ,(sis Y/ b &; Jalu/

e § 008 Dusgane § bl Lplie QW1 G any palld) Sl
KWy C_.”.alljf__.ll Boao Baxly dides Lli Jla L TYRCITE gy F i PP
ey e Sl ol Sgiune Jlia of LS asly,i pabsaz) L3S
] .Lé_L‘iJl KJpuny] S 8oy hdd laaly ,¥an Gy w i SYge 5T g
O-Sasd — Ly s 1 ol sl Yl (50 T — i oS (S5ine
55 Ly -CL-.’)s“ ptbns o Jans Lgme Lhlsy Gapen 0o
Sl Lladeul 5T J] wdy oa ySimall ISy bl colyios
IVl (any o (P 33 ol il 0dny ¢ il g J>aly Sl
Sl piil) Ll ol Y] g Lo wlioall JLissly L )l Luamadll
SV o] Leliall § sas ublie wlyand) Gudy ¢ Loladl LolasdYl

pbin @ Lol 0550 08« Ll 38Y1 L, lsa Y1 slaciall 15] sl prI-EN]

A



of LS Tniio s 1 Sy Blaall pany G § f ol
g yp o

Conduct Under Oligopoly &)/ >/ b é.j b/

ol L LSy s (G 62 8,801 leliall Jf Jsa L
o I iy LD (LS5 Sgonid Tagins ST 0555 Jplual) Ll bLesY|
0y Lppmiilia o Lladl 31 B ymay Lgd oy LS Doy T8 e lad !
of Laylael 3 350 Lol ¢ bajaw lais aid0 Liysy . 4IS Ggudl o o3
) iy Ll oyl (agiss ] ppdss Loy Lpamsdlio ilagsa 0213
g I lebiall § bid oan Spudl Jpbull polic o Taas Taie
(b ,LSal) sanly 8Lats Jo b Lelio syios Liv> Ll AW S
Oysrinass Oslelisy o Y1 Lansldl ol ¢(Lalls udlis) Bayas wlas of
oslelityy Oyuadiun pasad LDl S5l Gy Lpadd 48 Ldgw S 9 L
¥ Gl ol elelisll oday Apasnd ol Byl Dinyhy ppudiny o
Mutual Jolsll sl sie¥l Lgamus L8 (b5 Gow § Lgmias OS2

il oSey oF dolal! lass¥l 3a oo peed! ;g.:Jlj .Interdependence
ol (5% LB 4o LS Lol Ll § aSldl ayge Leiusy . ale
Llio Laadlidl Jonmng 531y o Jid Sty Bousdl joudl Q200
IS jaes Loy ynadl o301 ghamdly Y Lpsdling L2l of g2 Lall>
iy WS B e § 3n el of LSy 23 oghandly Lasan pgsl 4

Syl e LabE amgy A ISEn] ol

14



=Sepe 3 LBV § 58S wlelio of Js¥1 Ll § Ll wa
wlaall of Jlae¥l § sl - ik 4,551 ey — Juins JS3 5350
Lnoliie! Lo a3l iyl LlS wlngse § pS Ly Ly
dybor § 55 G sgill ST s sl ) pliss W5 Uiy Jatall
by Loag3s any comalai¥l o il of L8 S Ggw § il
Ll gl T3l gL LS5 Yly LallBd! Ldlial) Loy 5o
Basone yub” Ladgnddl pSLAUN Jorzg p3gadl 38 ol 196y . Aal) s
Lol oz 922y U (S5l pew JS 0f Jmy ¥ (329 “Indeterminate
il (5 pStime Gy ! L of L US2lI Wly . Toss of a Coin
gLl 5T 2 al 5,38 ciloglas Jf plizdy Bagas G5lby s of ¢Sy
C..é,.g S r.:L.iiJl C‘.—\ll} Bode Luadly Ul> o L r}i.? PRV
BBl s Ligly USAL 038 g5 § Baslsy g 21 Sims g
1.0 gl gl Lolya) 03535 (S3UI gl fan o]
3 Jeldi bas e G pnill d 0555 W Lagd! Dy )11 Wil o)
o UiSao Lays bl Giiins (ol 1] LI 3, Sims dnsiy Cgu
Lo Jusdl Jady . geadl & Jsll paslaisl e 99, Loy, oY ¢ coplasll
Plaio g e gl ol < Ldglais Logara pgiogs coglais of oSay
iS5 o 02 i) Gomdl 3 gl [SialLS LSlaks Lol Iy iy

0la g“;"*"; O"".'J Lﬂ'..d‘ C)% u:‘.JL-,' r-ﬁ-;a-,' Cl-:):ﬂ S5 ’M} ‘(2.9..}[.‘:\4

(1) This Approach goes back to William Fellner, Competition Among the Few (New
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(2y For a description of pricing policies followed by some major United States

Corporations, See A.D. H. Koplan, J. B. Dirlam and R F. Lanzillotti, Pricing in
Big Business: A Case Approach (Washington, D.C: Brokings Institution, 1958).

Yo



Ciox Solyy) Baus Loyd o) ¢sSsud craJlaJ Ogmudlil | M ol O99
LS o Toa 55008 Lo yay 13) dais Lo aingy . 4Ly B oy Ldgud
OmesdUiall Ladgill Lylai Yl

§ Ll 5, Sime s Laly LaS (Ul 03 s o oSy
(V—2) p3,y st

b ya
/
/

fo>
o
/
/

Sl pad!

E ~ D
o L glhll Lol

S ) Gl a5 Y Lsie bl 4y bl s> 2 DD
.r.h)L\wi el S iy Ligs cuaSldl aY bl Gois 4a D'D’
Kinked Demand Curve Sl Qbll Smie V¢ JS4

e bl iy Bgd b jaw bidd 5L 03n cund, 13
Oylie 3300 b ¢y Jhaiw Leadio oo <l el IO‘Y_,.;.:.SJS.L, Lo
RV .l.bju.u sLasll odn cdid 3] GuSal Sray g OBl -IyeY
— Sl 3 DD oy — oo G yo g5 S bl S 09w
& Sty o el 5Ll 03a bl fax b 3] 5,50 Lol oo

\eo



Lo S Y b Galadl il o (5Laall 03 4 Tas palls ol Baly) S
Loyl ) Lolaso 00 bd 250 g 3]yl 020505 . L8pl Ly
o035 13 Ll L ol olasss J) S Goeadl § pdl 02UBSH Lgr (552 !
Sl LI Al 31 Gl (gois 06 ol Slasl pser ™
0555 L W a1 3,Ssme 5Laill o5 ULl 032 Jg DD’ Wlas 09
ol Lpsdlio Jsb 00 (S5 g balal ol paiidl 039S 0n BuSTis i
pslst pas e BLES Loy Ll 3995 ol Laslads 0S5 L
Lasys Llasse LpaS 0o By > Sl ey (bya §Bol3Y
Bl of sLtill 255 Lagy e, 1unl omeg 508 T2 Lol
oy Lpslasss par> 2 Bow 25289 Lyl eiliagizs ogudlill
Ul g oday Lelyly JSI laalp] Joo o JI 3 $og Leoyg (ils
LS e foitiy o) Sy el glo L1 S Lgd 3851 Ly G
0 i

Ldlly p5Lsall e Ayall 03a o Bl G LB S5 ols 13
i o ading g ¢ gyl il DA s Ul Bl ool
oy yaiS J] Jpanery Nt JSBI 4 DED baJl s» 442l TR RSy
o 8oLyl oin J 3-e5 Tidgll gyl 955 Laie> Aipd 390> 3 Lib
Ly ! JLnYl 393y Lol L il 038 oy (5 pnadl ol
. The Kinked Demand Curve sgilll bl Javie Ll (o Sl
LS 15y 5Ll yndl (Sgiass 336 DED’ sl Lol pas ey L3
primidlin Ll 555 L3l 032 g-laoy Lol § ol paer

Vel



o,k 0 bid yakigwy Rigid Taely 0550 Llall prw Jus By
o5 yally bl gy b 3 ol ) Ty Lioss 635 G0 ST Bagad
Logo woliphs Lypunnll bLSY) oda JAl of ¢ ualsdl QL1 G 5 5w LS
laasyl jloy

555y Leluo § pas 3Ltits L oo 1 Talenll JJ U5 o1
Lgeblin oo Lndgidl JLadYl 3900 L3Sy Lol Leid 1S3 Ll ( yew
Ba e 5Ly S 8 o Tpgunall a1 03a 0 S Jalisd oY1
How Oligopolists Coordinate their Prices a8 ylaw/ U] g Ciono oy 45
Agreement Among Sellers ¢a3ld! gLt (V)
33 pandll oy gt G 93 Ll a1 G5 oLy ST o
s ST oot Yy b piall gLl alsli, s ol G ks
RN

il Lasgly Lonsd! wlaylall Jbid i3 o sy Ll 28y
Lol L 3y ponaily ¢ Agedl pua) Linl 25 5o anY il 33y
Sl g ylly Joltdl JUsYI e Cartel J5,1S plbcs Gabiy . @2l JS)
58 S G Jeols Sla azgs S U5 pa il oy ¢ 3l pudy
ONLs g3 Bl

(3) One Study Defines a cartel as “an Arrangement among, or on behalf of, producers

engaged in the same line of business, with the design or effect of limiting or
climinating competition among them. “See George W. Stocking and Myron W.
Watkins,Cartels of Competitions(New York: Twentieth Century Fund,1948), P.3.
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(4) John G. Fuller, The Gentlemen Conspirators: The Story of the Price — Fixers in the

Electrical Industry (New York: Grove, 1962): Richard A. Smith, “The Incredible
Electrical Conspiracy”, Fortune, April and May, 1961. A Scholaily Account is
Provided by Ralph G.M. Sultan, Pricing in the Electrical Oligopoly, Vol. 1

(Boston: Division of Research, Harvard Business School, 1974).
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(13) For an Example of such an attempt to preempt and its consequence, for the market,

sce pankaj Ghemawat, “Capacity Expansion in the Titanium Dioxide Industry”,
Journal of Industrial Economics, Vol. XXX111. (Dccember, 1984). PP. 145 — 163.

( 14) Marvin B. Lieberman, “Excess Capacity, Entry and Market Structure in the
Chemical Processing Industries”, Working Paper, Stanford Business School 1985,

AR



ot LSy Lcads 08 LA § LSS of Ll Gaaas !
0% 581531 § il oda e 1S @3S, 8 JleeYl s il
e UIC X 6ol chadls Wlye Jai oo Ll ks LalSy
By ¥ pendliiio aalts Ulany Lo 32y .0ane Gam 3 5 plie wolyaas] il
350k Ogmain pplaad 95 Lol Sl BN oday A pasn
Pl Lpro comy Lo ] ¢ Gpdl § a5 Il ol il ] diliss
b LUl IS 2 Lagdl wloyloll 0,5 Lo e ladly dolall palial!
bl py Jio Lozl
Entry Deterrence Jg—3/ <l g0
Sl L el e B35, « U1 Q! § Jsaall plge Lasd Loy
il Jgull § S5 sl wlaill Jobu o8 <23 oo o)1 oy
Lol obb (Jemall LolSugll asloll ss2y mo O 1 o3I ooy b
@OLS 13] Lo sams Lobiall 3 b sagasll wlasall LaliYly Ty yandl
Sy e slyg ‘Cu.,i Gy ool § L wlasall L6 Lo il
23 Lsliall § nd Bagarall wlall of Lolllly 0 5l oglsay da sasy
JSb o Jg>all wligns o B3l Je>all wlge Bolsy e B0l 0555
25 Lo oS &yl oldl Baa Ld oSy Wy Lojilll Ldliall Je
ol padlidl a5 utdg Cardgil] Cand UL

IS o Ll 18 UPERY) Blse 8,55 pa3 s3I Joe S. Bain

ol oS G eVl pdl 55 BLe 3y “Limit Price 5 ymeadl axJl”

( 15) Michael E. Porter, Competitive Strategy (New York: Free Press, 1980).

\Y.



Jymall Lyke &3 098y of gp0 Lebuall § Mad Bagargll wlaall olalin
ol e 2l o 5T 5 el axdly 350 ol L1 Lt wTasay,
slasdl SLoL pliin¥l oS0 Js ol e wlaill aants 5 Gang < 4o
o8 Lok yg 0z ondlin of p8] ity L3I wlaall (5,3 25 Bolyll
3T Gugb Jf et 95 21,3 il g3l sLasll sl (S5 o6 (U3
iS5l aadl @ijalas Ay Leliall § Sab Bagargll Taslls
s 3 wlaill dpsay oY T ualll sall § S st
clo¥ 3 il G5 03 oy B aay Y] Bole 03T el ¥ Yl 0da b
sl o8 JUlyy (discount) peol) p 3¢ ddey (il 4 o
L o ol Wl @lasall Giow 30 publio iy Il JuJf
.Clgfﬂl (o
c Sl 2l pagil LB paony LD gl wdlsl o)
0oy < Laly LS ¢ pmadll b 8,85 LSsh @l ppiiey oD LS laalls
A 23S Ggd] ol 0o Logars J] pdy G paadl 21 06 03
355 31yl Lafy el ymasdl ud p31901 § Jgmall sz Lo of
25U Bagaglt Tl of L gamadl 3 Laog2g any Ugl> Uil sLaall
Flde o LSty csull pad 5,5V jadl s Jgandl § a5
0953 Lopyy gl Jf Bapar i s o plilf Jf jadl Jlisy Lot
Bamsadl Jauadf 032 aly ol laWl 03a o ooy 0f & B0 Lpa 5Ll
s sy 31 ga LAl o gy Yly B0 Lals) Blb e Bdlos o

0o LSy Wl wlaall of (aaiSan b ole o ayan Jo0 o0

Al



Ayl ligisall oda balgs U Byl JLsYl e Joasd) lanYl
et Jalall olie gi DR
53l Jg 3l aslge Balyy (e 808 0y 5 LI wlailly
35k igadlyll Leliall ¥l wlulysy Lolaidyl L kil oo JS 5859
wlail] jepa0 o L5 cwl )l JolSHB oopasll f3a § USas 3,38
IS oo Jolsil o LeS .Squeeze Capability ihéls wlyaiy LWl
e ALl LASHI aSlge i of oSay L3523 a8 3l § pSaill
gl gl o B Lsgere lag] 4le piady Wy < J>1AI
elyolaibls Leliall Jpba) aslge T omaudiy s3I LS i
anl of oo i) LS Tl wladl il e sain of oSe Lacdl
of wasiiily ple JS apaxr Jusge b 8 gL Lol wlubedl
e L3l LSS i 25 STy bl i spal Lasgl!
P a0 of LSy Tl 0 o] . U1 Lplasians 852 Tly panaaily
bl o ly 8y L Lo o Sgains I LS slacl)
tmmsdlial) Lo, Y1 JUi5 o oSlay LSy DLW D S 595
o paony sl pgale oy 0uill sl 138 JEE - 2N
ol obiily JLSin Y) AnilSey Lasdlil] ppnass uilsd Lofs—> p)5 0
S i3 Lonslpll Lo oy gl DBle] Jploa! 5,dS Yo (345 (oslodl]
s utS LS5 Flyb wansl I United Shoe Machinery Co. sunil] &ix b/
S f of Mt ey L) i Lpin Y ndecs o Lg Bl oo S S33 ] 0 enlil]
oSa Yy sl Lysh oin Loy ¥l spie <ilSy ipg) lpnyy oo Yo L5V 0 S

el Ao Dbl bamil] ipin S S iS5y cijls adly bl gyo LW

Yy



Gt i1 YT 0in i Lpin I griles pabiins Yy oYY plnd dugo 1,101
Sl JS pLof Jilf ceaSaf o] 00 . Lpmns Luoladl &YV T 90
oy ppt it] il Lpdn 3 il o VT s piSay Dl ol lal] Ll yiee Y
Gpaliad) <YV po Guiadl Jogadd JUI ol GG mile Isgrly o oy « SBT JUI
lwd ) sy (P11 Bl bg) ) ) o] @YY by ol [pnsdaioos ply
LIS gl S fypmibiions oy Gamil] Gpin Y @YW S8 Lgrisnit ] aSoall
Sl ilsob gdind] sy Gl Lin Y iSps elpd dnio las Jasf a)’/CJ.A,:

P o i T sy le S JELYS o bagiad] eManl) o il Gl il VI

Summary yo—3>Jo

S wlasll s S .J,J.JlbLul T u.e}..dl & gl CJ.h.o.o Gabs LS)
Uiy IS o b 329 .L,_o"l.?s:w_“éc_,..,agm@,.méuuua
3 J—sll rl_..w o (GFodl Tgbadll 3y Tsliall Fondl S Sl
ol s Loy Lol 1,Sasdl 5l Lalladl Ludliall wlebuall
wlelio § Lol Ly ibumadl Tpassdl b Lpolatd) pil) Bl
AST g I3 0T 5y ¢ Lpodind) iniinss wlaall ol « Uil LSas|
i “HM|5)S»awuwdmuluSubJ.aleaJ) Nadias
Ui U,y .l jSisell diing of oSow U JSLd1 28 sl Cleﬂ' pelies
o Aebiall a5 o 45,38 S0 S Byl ekl Bl Jlos oof 98

o sl bl

(16) Carl Kaysen, United States V. United Shoe Machinery Corporation, (Cambridge,
MA: Harvard University Press, 1956).
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