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1. Introduction  

Static econometric entry models with heterogeneous firms often pose estimation 
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when using the bounds-type estimation approach, but invoking an order-of-entry assumption 

approach makes it possible to point identify parameters.  So some researchers may still opt to go 

the route of invoking an order-of-entry assumption to estimate parameters of the entry model.  

Our paper illustrates to these researchers one way to formally test competing order
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has more than 3 outlets.  The total number of McDonald’s restaurants in our sample is 3083, 

while the total number of Burger King restaurants is 2004.9

 

  The observed numbers of 

occurrences of each market structure in the data are reported in Table 1, while Table 2 presents 

definitions and simple descriptive statistics of all 
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orders for these 6 restaurants.  We begin by focusing on the following four order-of-entry 

specifications: 

(1) McDonald’s outlets move first:  MMMBBB 

(2) Burger King outlets move first:  BBBMMM  

(3) Alternate moves starting with 9
q
528 74
0 Tc Tw c Tw c T BBMMM  













 
 

24 

Figure 2: Plot of Computed Non-nested Test Statistic Values from  
Monte Carlo Experiment 
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Appendix A: Comprehensive 
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Table B-1 Assumed Parameters 
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preferred order-of-
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