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The Study on Existence of Government Subsidy Over-shifting via Bayesian Nash Equilibrium:

A Case of Imperfectly Competitive Vertical Markets

CHEN Zhe', LIANG Shaodong', WANG Xueying®
(1. Business School, Sichuan University, Chengdu 6100653

2. School of Mathematical Science, Chongqing Normal University, Chongqqing 401331, China)

Abstract: [ Purposes ] The existence of government subsidy is studied over-shifting in imperfectly competitive vertical markets via

Bayesian Nash equilibrium. [ Methods ]Under endogenous demands, the bidding strategies of upstream suppliers are characterized in

the auction and the bidding prices of upstream suppliers are reduced after subsidization. Moreover, the existence of government sub-

sidy is demonstrated over-shifting in imperfectly competitive vertical markets under some mild conditions. [ Findings]The goverment

subsidy overshifting is not changed by the second-price auction. [ Conclusions]The main results extend some classical results in liter-

ature to more economically reasonable cases.

Keywords: government subsidy; second-price procurement auction; imperfective competition; vertical market; over-shifting
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