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Abstract

We investigate long-run effects of state-owned public firms’ leadership. We compare the
case where a public firm produces before private firms (Stackelberg leader) to the case where
all firms produce simultaneously (Cournot). We examine long-run effects by considering
free-entry of private firms. We find that, as oppose to the short-run case, the public firm
should not be the leader. This implies that a time inconsistency problem arises. We also
investigate the possibility that the public firm is a follower and how privatization affects

welfare.

JEL classification numbers: H42, 113, C72

Key words: free entry market, Stackelberg, Cournot, mixed oligopoly, commitment



