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Product Quality, Homogeneous Oligopoly

and Social Welfare

Yan-shu Lin ~ Chiu-mei Chen Hong Hwang

Abstract

This paper sets up a homogeneous oligopoly model to compare the
equilibrium quality and service hours (or output levels) under profit
maximization and social welfare maximization. It is shown that the
‘total service hours is less under profit maximization than social welfare
maximization. On the other hand, the quality difference under the two
maximization methods are ambiguous as it depends on the effect of ser-
vice hours to marginal cost, not depending on demand-side factors as

prevailing in literature.





