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The purpose of this gapf.r is to add to the cmpmca.l htcraturc rega.rdmg merger simulation
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3. Models and Procedures
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The: nr improvement algorithm starts with all rgilroad prices set eaual to variable cost
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duction origin. The Nash equilibrium is approached with each successive iteration of the pro-
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Central Kansas Railway $21.60 $17.60 —18.5
Kyle $32.30 $18.80 —41.8
Burlington Northern $20.60 $28.10 36.4
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Union Pacific Southern Pacific $10.70 $16.40 53.3
Revenue/Variable Cost Ratio
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changes in market power for the combined railroads. For the BNSE the mergers resulted in a
maxjmym oereentage chapee in the revenuefvariahla cost ratia of 2 9% (anhresian 23 and 2

minimum increase of 1.6% (subregion 3). The corresponding figures for UPSP were §.4%
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