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Incentive of colluding and cartel behavior are studied using both
reduced-form and structural-form econometric methods. First, how different market structure affects
cartel incentive, focusing on vertical integration is examined. The reduced-form analysis finds that

in vertically related industries vertical integration facilitates collusion in the upstream
industry. Second, cartel pricing behavior is examined.The widely-used empirical method aimed at
detecting collusion is tested whether it in fact detects the presence of cartel, using real-world
data on firms® behavior during a cartel period.The model selection test wrongly reject the presence
of cartel against competition. One of plausible reasons is that cartel behavior is restricted by
detection and thus they cannot obtain fully collusive outcomes.
With this test result in mind, a model of illegal cartel behavior is constructed and estimated.

It is shown that the model better explains the data than simple collusion models.
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