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Abstract 

We study the incentives of competition authorities to prosecute collusive practices of domestic 

and foreign firms. For that purpose, we develop a model of multi-market contact between two firms 

that can engage in collusion in two countries. In each country, there is a competition authority with a 

mandate to maximize national welfare. Each competition authority decides its prosecution policy at the 

beginning of time and commits to it. In equilibrium, the ownership distribution of the firms (domestic 

versus foreign) affects prosecution policies. The country that does not own the firms prosecutes them 

as soon as information of collusion becomes available. On the contrary, the country that owns the 

firms has an incentive to protect their profits in foreign markets delaying prosecution. This strategic 

delay is valuable because it contains the information spreading that could trigger prosecution in the 

foreign country. Prosecution delays, however, are not optimal from the point of view of global welfare, 

something that could be solved through the integration of the competition authorities. The country 

of origin of the firms would nevertheless oppose integration. Finally, in a multi-industry setting, both 

countries delay prosecuting domestic firms, which again is not optimal from the point of view of global 

welfare. Moreover, in a multi-industry setting, both countries can be better off under integration. 
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2. A simple model of antitrust policy 

 

 

2.1 Firms, profits and ownership distribution 
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2.2 Consumers 

 

2.3 Competition authorities, collusion detection and antitrust prosecution 
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3. Equilibrium analysis I: Detection ability fully aligned with firm ownership 
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3.1 Global collusion decisions 
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3.2 Market-specific collusion decisions 
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3.3 Prosecution in A is only temporarily informative for B 
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4. Equilibrium analysis II: Detection ability partially aligned with firm ownership 
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4.1 Prosecution Delays 
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5. Endogenous detection probabilities 
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5.1 Detection probability as a function of ownership and international presence 
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5.2 Nash equilibrium detection probabilities 

 

 

 

 

 

 

 

 

 

 



 

23 
 

6. Antitrust policy, international agreements and integration 

 

 

 

 

 

 

 

 

 

 

 

 



 

24 
 

 

6.1 Equilibrium under independent competition authorities 
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6.2 Equilibrium under a globally integrated competition authority 
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7. Conclusions 

 

 

 

 

 

 

 

 

 

 

 



 

29 
 

 

 

 

 

 

 

 

 

 

 



 

30 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

31 
 

 

 

 

 

 

 

 

 

 

 

 



 

32 
 

 

 

 

 

 

 

 

 

 

 

 



 

33 
 

 

 

 

 

 

 

 

 

 

 

 



 

34 
 

 

 

 

 

 

 

 

 

 

 

 



 

35 
 

 

 

 

 

 

 

 

 

 

 

 

 



 

36 
 

 

 

 

 

 

 

 

 

 

 

 



 

37 
 

 

 

 

 

 

 

 

 

 

 

 

 



 

38 
 

 

 

 

 

 

 

 

 

 

 

 



 

39 
 

 

 

 

 

 

 

 

 

 

 

 



 

40 
 

 

 

 

 

 

 

 

 

 

 

 



 

41 
 

 

 

 

 

 

 

 

 

 

 

 



 

42 
 

 

 

 

 

 

 

 

 

 

 

 

 



 

43 
 

 

 

 

 

 

 

 

 

 

 

 



 

44 
 

 

 

 

 

 

 

 

 

 

 

 

 



 

45 
 

  


