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Welfare Analysis of Government Subsidies via Bayes-Nash Equilibrium .

A Case of Imperfectly Competitive Vertical Markets

CHEN Zhe, LIANG Shaodong
(Business School, Sichuan University, Chengdu 610065, China)

Abstract: [ Purposes]Welfare analysis of government subsidies in imperfectly competitive vertical markets are investigated via Bayes-

Nash equilibrium theory. [ Method ] By comparing expected social welfare surplus. [ Findings] It follows the framework in Asker

(2008) ,analyzes the effect of government subsidies on final consumers and the society, and obtains the sufficient conditions for the

increase on social welfare surplus being greater than government expenditure. [ Conclusion] Our main results extend the correspond-

ing results in Asker(2008) to more general cases.

Keywords: vertical markets; government subsidies; procurement auction; welfare analysis; Bayes-Nash equilibrium
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