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Abstract

Introduction. A lot of works suggests that Cournot oligopolists competing in a
spatial model, with a uniform distribution of consumers, agglomerate in the center of
the market. In this paper revisited some results from [1]. In the paper [1] showed that
Cournot-type oligopolists which discriminate over space will tend to agglomerate. The
paper [2] considers the spatial model used by [2] to study firms’ decisions on locations
without restricting the consumers’ reservation price. Purpose. This paper extend the
analysis of the standard model of spatial discrimination with Cournot competition along
the linear city for a high enough transport tariff- Results. It was obtained that for a high
enough transport tariff the firms have a decision which lies on the boundary of the
feasible locations region. We show that a change in the central agglomeration strategy
to the dispersion strategy occurs at the point of transcritical bifurcation. The different
effects come into play. Before bifurcation point the effect of minimizing transport costs is
dominate. Firms choose the central agglomeration strategy to minimize a total distance
of transportation. The growth of the transport tariff leads to a decrease in the total
profit. In the bifurcation point begins to dominate the effect of market segmentation.
Firms choose a dispersed strategy to monopolize adjacent markets. The growth of the
transport tariff leads to an increase in total profits. The growth of total profit with growth
of the transport tariff is due to the fact that when dispersion strategy, the firms supply
more to adjoining markets and less to distant markets. In the case of multiple equilibria
is shown that exactly the stable solution provides a large profit. The conditions for full
coverage of the markets for both strategies are defined. Conclusions. In this paper we
show that firms under Cournot competition will tend to dispersion. Thus, the article
extends the analysis of the standard Hotelling spatial competition model. The results
allow a deeper look at the causes of agglomeration and dispersion of firms. The analysis
of equilibrium stability showed that the transport tariff is a bifurcation parameter for
firms when choosing a spatial strategy.

Key words: linear city, Cournot competition, agglomeration, dispersion,
transcritical bifurcation.
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Anomauisn

Bcemyn. YV 6azamvox pobomax 6yno ompumarno, wo oniconoricmu Kypno, xkouxy-
PYIOUI 8 NPOCMOPOSI MOOEE 3 PIGHOMIDHUM PO3NOOLIOM CRONCUBAYI8, OYOymb a2io-
mepyeamucs 6 yeHmpi punxy. Y yiti cmammi po3eusaiomscs 0esKi pe3yivmamu 3
[1, 2]. B pobomi [1] nokazarno, wo onicononicmu Kypro, ski 30iCHIONMb NPOCMOPOSY
ouckpuminayiro, 06yoyme npacHymu 00 YyeHmpaivHoi aznomepayii. B pooomi [2], na
ocHo61 mooderni 3 [1], ananizyromvcs onmumaibHi RPOCmoposi pitueHHs Qipm 01 Oinvu
sucoxoi yinu nonumy. Mema. /lana cmamms po3uwuproe ananiz cmanoapmuoi Mmooeiui
nPOCMOpPoBoi OUCKpuMiHayii 3 KoHKyperyieto Kypro y30060ic niniliHo2o Micma Ha 6una-
00K Oinbut 8UCOK020 mpancnopmuozo mapud)y. Pesynomamu. byno ompumano, wo ons
00CUMb BUCOKO20 MPAHCNOPMHO20 Mapud)y v ipm icHye piwenns, axe nexcums Ha
epanuyi obracmi modcrusux micyv posmautysanis. OOeSpyHmosano, wo 3mina cmpa-
meeii yenmpanvHoi aznomepayii Ha cmpamezito ougpepenyiayii 8i00ysacmvcs 8 mouyi
mpanckpimuurnoi 6ipyprayii. [loxazano, wo y mouyi 6igpyprayii 3aemoditoms pizui
epexmu. Jlo mouxu 0ighyprayii dominye epexm MiHimMIz3ayii MpaHCROPMHUX GUMPAIN.
Dipmu subuparoms cmpameiio YeHMpPAIbHOI aziomepayii, wWod MIHIMIZyeamu 3a2aib-
HY i0CaHb MPAHCNOPMYBAHHSA. 3POCMAHHA MPAHCHOPMHO20 MApUughy npu3eooums
00 3HUICEHHS 3a2aNbH020 npudbymky. Y mouyi Oighyprayii nouunae dominysamu egpexm
ceemenmayii punxkie. Dipmu subuparomes cmpamezito oughepenyiayii 0 MOHORONIZAYil
npuneziux punkie. l[lodanvuie 3pocmanus mpancnopmuo2o mapughy npuszgooums 0o
301IbUWEHHS 3A2ATbHO20 NPUOYMKY. 3POCMAHHS 3A2416H020 NPUOYMKY 3 POCIOM MPAH-
CROPMHO20 Mapudy nos's3ano 3 mum, wjo npu cmpameeii ougepenyiayii ipmu Oine-
e nOCmauarwmy Ha CyCiOHi pUHKU, a MeHue — Ha siodaneni. Ipu icHyeanHi 0eKiibKkox
PisHOBa2 NOKA3aHO, WO came cmitike pisHosaza 3abe3neuye oinvuuil npubymox. Taxoc
BUBHAYEHO YMOBU NOBHO20 OXONIEHHS PUNKIG 018 000X cmpamezii. Bucnosku. YV yiil
cmammi Mu noxKasyemMo, wo gipmu 6 ymosax xouxypenyii Kypno 6yoymwv npacnymu
00 oupepenyiayii. Taxum yuHOM, CMAMmMs POWUPIOE AHALI3 CIMAHOAPMHOL MOOei
npocmoposoi konkypenyii Xomenninea. Ompumani pe3yivmamu 003601510Mb 21udue
RONSAHYMU HA RPUNMUHU aziomepayii ma ougpepenyiayii hipm. Ananiz cmitikocmi pie-
HOB8a2U NOKA3A8, WO MPAHCNOPpMHUL mapug € oigyprayitinum napamempom oas Qipm
npu 6ubopi nPocmopoeoi cmpamezii.

Knrouoei cnosa: ninitine micmo, konkypenyis Kyprno, aenomepayis, ougepenyiayis,
mpanckpimuuna oOighyyprayis.
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Annomauusn

Beeoenue. Bo mnozux pabomax Ovino noayuero, umo oauconoaucmul KypHo, KoH-
Kypupyrowue 8 npoCmpaiHcmeeHHo MOOelU ¢ PABHOMEPHbIM paACnpedeleHuem nompe-
oumenetl, OyOym aznomepuposamuvcsi @ yeHmpe puluka. B amoil cmamve passusaromes
Hexomopuwie pesyibmamol uz [1, 2]. B pabome [1] noxasano, umo onueononucmot Kyp-
HO, ocywecmeasiouwue npocmpancmeeHHyio OUCKPUMUHAYUIO, OYOYI CMpeMumvbcs K
yeumpanvHou aznomepayuu. B pabome [2], na ocnose modenu us [1], ananuzupyromes
ONMUMAIbHBIE NPOCPAHCMBEHHbIE peuleHuss (hupm 015 6oee 8bICOKOL YeHbl CNPOocd.
Lenv. /lannas cmamovs pacwupsem anHaiu3 cmaioapmuou Mooeau npoCcmpancmeeH-
HOU OUCKpUMUHAYUU ¢ KOHKYperyueli Kypro 60onb aunelinoco eopooa Ha cayyail bonee
8bICOK020 mpancnopmuoz2o mapuga. Pesynomamot. bviio noryueno, umo 0 0ocma-
MOYHO 8bICOKO20 MPAHCNOPIMHO20 Mapugha y upm cywecmsayem peuieHue, Komopoe
Jledcum Ha epanuye 001acmu 603MONCHLIX Mecmononodcenuti. O60CHO8aHO, YUMo uzme-
Henue cmpame2uu YeHmpaibHOU a2ioMepayul Ha cmpame2uro ouggepenyuayuu npo-
ucxooum 8 mouke mpaunckpumuyeckou ougypxayuu. Ilokazano, ymo ¢ mouxe ougyp-
Kayuu 3aumooeicmayom pasiuinsie s¢pexmot. [{o mouxu ougyprayuu oomurupyem
apexm MmuHUMUAYUU MPAHCNOPMHBIX PACX0008. Dupmbvl Gb1OUPAIOM CMPAESUTO
YEeHMPATbHOU a2iomMepayuu, 4moodvl MUHUMUZUPOBAMDL 00ujee paccmosnue mpauc-
nopmuposku. Pocm mpancnopmuoco mapuga npusooum x cuudiceHuio obujeil npu-
ovLiu. B mouxe bughyprayuu Havunaem npeobradams 3¢hekm ceemeHmayuu poiHKos.
Dupmbl ulOUparom cmpamezuio Ou@pepenyuayuu 0ist MOHONOIUZAYUL OTUZEHCAUUX
PpoinK08. [anvhetiwuti pocm mpancnopmuo2o mapuga npueooum K yeeiudeHuio oouetl
npubsliu. Pocm obwetl npubdvliu ¢ pocmom mpaHcnopmio2o mapuga cesa3an ¢ mem,
umo npu cmpameauu oughgeperyuayuu Gupmvl O60nbULE NOCMABIAION HA COCCOHUE
PBIHKU, a MeHbue — Ha omoalienHble. B ciyuae neckonvkux pagnosecuil nokasauo, ymo
UMEHHO ycmoudugoe pewenue obecneuusaem 601vuLyio npubdsliv. Taxace onpeoenensl
VCI0BUSL NOHO20 0X68AMA PbIHKOG 0Ji 0beux cmpamezutl. Bvleoowvt. B smoii cmamve
Mbl NOKA3bI8AEM, YMO QuUpMbL 8 YCI08UAX KOHKYpeHyuu Kypro 6yoym cmpemumscst K
ougpgepenyuayuu. Taxum 0o6pazom, cmamvs pacuupsent AHAIU3 CMAHOAPMHOU MOOe-
JU NPOCPancmeentoll Konkypenyuu Xomenaunea. [lomyuennvie pesyivmamsl n0360715-
om enyboice 832/5IHYMb HA NPUYUHBL delomepayuu u oupgepenyuayuu upm. Ananus
VCMOUYUBOCIU PAGHOBECUS NOKA3A, YO MPAHCIOPMHBIL mapu seisemcs oughypra-
YUOHHBIM NAPAMEMPOM 051 YupM npu b100pe NPOCMPAHCNBEHHOU CINPAMe2UlL.

Knroueswvie cnosa: nuneiinviii 20pood, xouwkypenyus Kypro, acnomepayus, ougge-
peHyuayus, mpanckpumudeckas ougyprayusi.
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Introduction and problem statement

In search of a solution to the Bertrand paradox, Hotelling proposed to take into
account the factor of space under the price competition of firms. In Hotelling's linear
city model [3], two firms compete on a segment with a unit demand at each point.
Firms optimize their prices and location on the segment. Transportation delivery costs
of goods are borne by consumers. Hotelling found that in an equilibrium state, firms
would be minimally spatially differentiated, since they would be located in the center.
This conclusion of the model analysis subsequently became a famous “principle
of minimal differentiation”.

In further research, the Hotelling model has developed in the following areas:

— an increase in the number of firms [4, 5];

— increase the dimension of space [6, 7];

— the complexity of the type of transport costs function [8, 9];

— generalization of the consumer’s distribution density [10, 11, 12];

— consideration of the Cournot competition [1, 2, 13, 14, 15] and Stackelberg
competition [16, 17, 18].

Anderson and Neven [1] restricted the analysis to #<5/2. Rivas [2] extend
the analysis to 7 < b allowing for different market configurations. The paper identified
market patterns where firms compete over the whole market as well as patterns where
a firm behaves as a monopoly in a market segment.

Formulation of article goals. In this paper we are extending the analysisto 1<2-b
and showing that firms have location decisions which provide a full markets cover.

Description of the main research material
1. The linear city model

Two firms sell homogeneous goods on the unit segment, at each point of which is
the consumer market x, x e[0,1]. The distance of the firms from zero point is equal
x, and x, accordingly, and x, <x,. Each firm faces linear transportation costs of t
to move one good unit per one unit of distance. Consumer arbitrage is assumed to be
prohibitively costly.

The linear demand curve in the market x :

p(x)=b-gq,(x)-q,(x),

where p(x) — the price in the market x, ¢ (x), ¢,(x) — the quantities supplied
of firms in the market x, b —a minimum price, at which there is no demand (reservation
price).

Let us assume that firms supply products to all markets (full coverage): q,(x=1)>0,
q,(x<1)>0,q,(x=0)>0, q,(x>0)>0.Thus, zero quantities supplied are possible only
at the boundaries of a unit segment.

The profits of firms in the market x :
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F(x)=¢,(x)-(b-q,(x)-q,(x)-1-|x - x|) > max,

1,41 (x)

Fy (%)= a,(x)- (b=, (x) = (x) = 1-[x = x,[) > max.

The competitive game consists of two stages. In the first stage, the firms simultaneously
select their locations. In the second stage, at the given location decisions, the firms
simultaneously choose their supplied quantities. The equilibrium of the model is solved
by backward induction.

2. The Cournot competition
According to the backward induction method we begin with the second stage. Let

us assume that firms optimize supply volumes under Cournot competition. Solving
the first-order conditions yields the reaction curves of the firms:

:b—tb(x)—t-|x—xl| qz(x):b—ql(x)—t-|x—x2|‘

q, (x) 5 5

The equilibrium supply volumes of firms to the market x :

Cbh-2-t-x—x|+1-]x—x)
- 2

ai (x) : ()

Cb-2-t-|x—x|+1]x—x]

q (x) : @)

Let us define the feasible locations region of firms.
1. From previous studies [2, 11, 13, 15] we know that the equilibrium in this model
is symmetrical about the center:

Xi+x5=1, x<1/2, x521/2. 3)

2. In the center of line segment the firms minimize a total distance of traffic, therefore
full markets coverage is possible with a highest transport tariff. Substituting into (1)
the values x, =1/2, x,=1/2, x=1 or into (2) the values x, =1/2, x,=1/2, x=0, we
find that at any locations of firms the coverage of all markets is possible only at t <2-5.

3. From (1) it follows that for firm 1 the minimum volume of deliveries is reaching
in the market x =1. Therefore a condition of markets coverage for firm 1:

q(x=1)=0 < b-2-1t-(1-x)+1-(1-x,)=0. 4)

For firm 2 the minimum volume of deliveries is reaching in the market x =0.
Therefore a condition of markets coverage for firm 2:

(x=0)=0 < b-2-1t-x,+1-x,=0. (5)
Solving the system of equations (4)-(5) yields
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Thus, the feasible locations region are (Fig.1):

0<x <1/2, for 0<r<b/2,
(8)

X <x <1/2, for b2<t<2-b,
for 0<r<b/2,

1/2<x,<1,
1/2<x, <x5*, for b/2<t<2-b.

1/2

0 b/2 2.b

Figure 1. The feasible locations region. Source: Own elaboration

The equilibrium profits of firms in the market x :

F () - L2 ) gy,
©)

F;(x):(b—z"'\x—);z\ﬂ-\x—xl\) (@ ()

In the first stage each firm selects a profit-maximizing location at a given location

of the rival.
So, let us start with firm 1. The total profit of firm 1 in all markets:

X3 1
dx + I F (x)dx + f F (x)dx ,

Xz

F = j;F,* (x)dx = I F (x)

X

9-F :]l(b+2-t~(x—xl)—t~(x—x2))2dx+
+T(b—2~t-(x—xl)—t-(x—xz))zdx+

X

+j'(b_2.t.(x_xl)+t-(x—xz))zdx. (10)

X3
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After integrating and identical transformations (10), we obtain:
81-t-F=4-(b-1-(x,—x,)) +2-(b+2-1-(x, - x,)) -
B3o(b-1-(2-x-%,)) -3-(b+1-(2-x, -x, - 1))
The optimal location is defined by the necessary condition:

9 oF,
ﬂ.87::t.(xl-x2)2+2.b.(xl_xz)-(z.b-t).(z.xl-xz-l/z):o. (11)

The sufficient condition for the existence of profit maximum for the firm 1:

9 R
8-t ax}

:_t-(xz—xl)—(b—t)<0.

The necessary condition for the existence of the equilibrium location for firm 1 is
the nonnegativity of the discriminant of the square equation (11):

Dy =4-(b=1) +4-1-(2-b-1)-(x,~1/2) 20. (12)

It is easy to make sure that D, >0 at x, >1/2. Therefore, due to condition (3), in
the equilibrium state the discriminant (12) is always nonnegative.
The roots of the square equation (11) are:

. b-t D, (x b—t

e F L AL R AR e

5

The root (x’[)2 does not satisfy the basic conditions of the model and therefore is not
further analyzed. The total profit of firm 2 in all markets:

Fy= [ B ()ds = | B (x)de + [ F; (x) e+ [ F; (x)ix.
0 0 Xy X2

9-F2:'f(b+2-t-(x—x2)—t-(x—xl))2dx+

0

+T(b+2-t-(x—x2)+t-(x—xl))2dx+

X

1
+I(b—2-t-(x—x2)+t-(x—x1))2dx. (13)
After integrating and identical transformations (13), we obtain:

81-t-F2=4'(b+t'(x2fxl))3+2»(b72~t-(x27x1))37

Bo(b-t-(2-x,-x)) =3-(b+1-(2-x,-x - 1))
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The optimal location is defined by the necessary condition:

9 oF
ﬂ-7£=2-b~(x2—xl)—t-(x2—x,)z—(2-b—t)~(2-x2—xl—1/2)=O. (14)

The sufficient condition for the existence of profit maximum for the firm 2:

9 0K _
8-t ox;

—t-(x,-x)-(b-1)<0.

The necessary condition for the existence of the equilibrium location for firm 2 is
the nonnegativity of the discriminant of the square equation (14):

D2:4~(b—t)2+4~t~(2'b—t)'(1/2—x1)20- (15)

It is easy to make sure that D, >0 at x, <1/2. Therefore, due to condition (3), in
the equilibrium state, the discriminant (15) is always nonnegative. The roots of the square
equation (14) are:

b-t D, b-1 D,

() =x == () =x ==

The root (x’; )2 does not satisfy the basic conditions of the model and therefore is not
further analyzed. Thus, we received the reaction curves of firms:

Xl:x2+bt_t_\/(b—t)z+t-(2-tb—t)-(x2—1/2)’ (15)

x2=xl—bt"+J(b’)2+"(2't”’)'(1/2x‘). (16)

Substituting (15) into (16), we are obtaining the symmetry condition (3). Using
the symmetry condition (3), we find solutions of the system (15)-(16):

X =x¥=1/2, (17)
ds _ 1,y 3°1=2-b
x* =1/2 4. (18)
- 3.t-2-b

dis 12+ —— =2, 1
-2 22 (19)

So, we have obtained two equilibrium location strategies for firms: central
agglomeration and symmetric dispersion. For t =2-5/3, the solutions (17) and (18)-
(19) coincide. From the location condition, x, <x,, it follows that firms can apply
the dispersion strategy only when t >2-5/3.
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3. The analysis of the stability of equilibrium

Let us analyze a stability of the solutions (17)-(19). For this we consider a two-
dimensional map:

XNH+U:xAM+b;t_ﬁb—¢+r(zi—g(%@0-ua,

(20)

Xz(n+1):xl(n)_bt—t+\/(b—t)z+t-(2.bt—t).(1/2_xl(n)) ’

where n is a time moment, n=0,1,2,..., x,(0)=0, x,(0)=1.

The nature of the stability of fixed points is determined by their multipliers. The
multipliers are eigenvalues of the Jacobian matrix in a fixed point, and their number is
equal to the dimension of map.

The Jacobian matrix of the map (20) in the fixed point (17):

t

2-(b-1)

J= (21)
t
- 0
2-(b-1)
From (21) we obtain two real multipliers:
W, —t—t (22)
2T 2.(b-1)

For |u,,| <1 the fixed point is stable, for |u,,| > 1 the fixed point is unstable, for |u,,| =1
the bifurcation occurs. From (22) it follows that the fixed point (17) is stable when
t<2-5/3 and is unstable when t > 2-5/3. The loss of stability occurs at the bifurcation
point: t=2-5/3.

The Jacobian matrix of the map (20) in a fixed point (18)-(19):

0 2 (l; ~1)
J= . 23
2-(b-1) 0 3)
t
From (23) we obtain two real multipliers:
2-(b-1)

24

W, ==+ P

From (24) it follows that the fixed point (18)-(19) is unstable when t<2-5/3
and is stable when t > 2-5/3. The acquisition of stability occurs at the bifurcation point:
t=2-5/3.

So we can summarize results in
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Proposition 1. At the value of the transport tariff t=2-5/3 occurs a transcritical
bifurcation, in which the spatial strategies exchange of stabilities.

The transcritical bifurcation diagram for b=1 depicted in Fig. 2. The dynamics
of the total profit of firm 1 at crossing of the bifurcation point for b=1 depicted in
Figure 3.

X, %, 072 q
0,61 -
xlagg, x;gg
0,50 4
stable
0,39 -
0,28 — t

F 0,002 1
0,087
0,082 1
0,077 -
0,072 1
-~
0,067 |||||||||||||||||||t
<t 0 A TN A TN O NN O M OO M O O
MmN N < < S 0D N N O W W NN NN O 0 0
SdogcdocodddodoSsocsagaaa

Figure 3. Dynamics of the total profit of firm 1. Source: Own elaboration

In Fig. 3 we see that in the case of multiple equilibria (18)-(20), exactly the stable
solution provides a large profit (Fig. 3). The Fig. 3 illustrates the effects that affect
spatial strategies of firms. Before bifurcation point the effect of minimizing transport
costs is dominate [14]. Firms choose the central agglomeration strategy to minimize
a total distance of transportation. The growth of the transport tariff leads to a decrease
in the total profit. In the bifurcation point begins to dominate the effect of market
segmentation. Firms choose a dispersed strategy to monopolize adjacent markets. The
growth of the transport tariff leads to an increase in total profits. The growth of total
profit with growth of the transport tariff is due to the fact that when dispersion strategy,
the firms supply more to adjoining markets and less to distant markets.

Note that the equilibrium profits of firms (4) are squares of supply volumes and,
thus, “ignore” their negative values. For this reason, dispersion strategies (18)-(19) do
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not take into account restrictions on full market coverage (4)-(5). Solving the systems
of equations (4) and (18), (5) and (19), we find that dispersion strategies (18)-(19) are
defined only for 7 <10-5/11.

Avalueof 7 =10 - 5/11 wasfirstobtained in[2]. Atthe point #*** =10 - b/11, the potential
for further differentiation of firms is exhausted. For 10-5/11 <¢<2-b several solutions
are possible. Rivas [2] considered a case when each firm monopolizes a segment on
the boundaries of the market and competes with the rival firm in the rest choosing
separated locations. Firms symmetrically refuse to cover all markets and this seems
like an implicit collusion. In the future such pattern may leads to separation of the unit
interval on the two monopoly segments. Subject to continued coverage of all markets
in [2] proposed a central agglomeration. However, there is a better solution presented in

Proposition 2. For 10-6/11<7<2-b the equilibrium spatial strategies lie on
the boundary of the feasible locations region.

To provide full markets cover when 10-b/11< ¢ <2-b, firms optimize location based
on condition (8), i.e. seek the conditional profit maximum.

The equilibrium spatial strategies and total profits of firms for 0 <#<2-5 and b =1
depicted in Fig.4 and Fig.5. In the Fig.5 we see that for 10-5/11<#<2-b the central
agglomeration is a worst decision.

1,00 4
X, Xy

0,75

0,50

0,25

0,00

Figure 4. Equilibrium spatial strategies of firms. Source: Own elaboration

0,105

0,095

0,085 + agg agg)
Fl(xl Xy

0,075 <

~
~

0,065 - S e

0,055 -

0,045 -

0,035 . . . . . . . . . . . . -t
- wn o wn ()] < 0 o ~ o~ o - wn o
— o~ < wn () [=9] ()} — (o] < wn ~ [=¢] (=
<) <) <) o S) S} IS - — @ — — - ~

Figure 5. Total profit. Source: Own elaboration
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Conclusions

We generalize Rivas [2], Anderson and Neven’s analysis [1] by considering
a broader interval of the transport tariff. The solution says that when 0 <z <10-5/11
we still replicate the previous results. For 0<¢<2-5/3, firms locate at the center, for
2-b/3<t<10-b/11 there are a multiple equilibria: a dispersed equilibrium together
with the agglomerated one obtained before. Subject to continued coverage of all
markets for 10-5/11<¢<2-b the equilibrium spatial strategies liec on the boundary
of the feasible locations region. In the process of the analysis of equilibrium stability,
it is proved that the transport tariff is a bifurcation parameter for firms. It has shown
that a change in the central agglomeration strategy to the dispersion strategy occurs
at the point of transcritical bifurcation. The different effects come into play. Before
bifurcation point the effect of minimizing transport costs is dominate. Firms choose
the central agglomeration strategy to minimize a total distance of transportation. The
growth of the transport tariff leads to a decrease in the total profit. In the bifurcation
point begins to dominate the effect of market segmentation. Firms choose a dispersed
strategy to monopolize adjacent markets. The growth of the transport tariff leads to
an increase in total profits. The growth of total profit with growth of the transport tariff is
due to the fact that when dispersion strategy, the firms supply more to adjoining markets
and less to distant markets.

The purpose of further research is to analyze the competitive interaction of firms in
the Hotelling's linear city model under the conditions of other equilibrium types.
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