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*The presence of such cost asymmetry has several implications.

First, firms may find it difficult to agree to @ common pricing policy. Indeed, firms with a
lower marginal cost will insist in lower prices than what the other firms would wish to
sustain. More generally, the diversity of cost structures may rule out any "focal point” in
pricing policies and so exacerbate coordination problems. In addition, technical efficiency
would require alfocating market share to low-cost firms, but this would clearly by difficult to
sustain in the absence of explicit agreements and side-transfers.

Second, even If firms agree on a given collusion price, low-cost firms will again be more
difficult to discipline, both because they might gain more from undercutting their rivals and
because they have less to fear from a possible retaliation from high-cost firms."
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