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An application of nonliner sensitivity analysis to Ramsey price equilibrium model
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An application of nonliner sensitivity analysis to Ramsey price equilibrium model

by Toshihiko MIYAGI Takaji SUZUKI

If the firm set price equal to marginal cost in the context of economy of scale, the firm would not be
sustainable for deficit. In this case the second best pricing rules like a Ramsey pricing (1927) are important.
Miyagi et al. (1992) extent the Ramsey pricing rule within the framework of binary mode choice/assignment
model. This model determines the optimal fares for urban transits under the competition between
automobiles and urban transits. The purpose of this paper is to investigate a computational method for the
RPE model. We apply a nonlinear sensitivity analysis based on the penalty function method. Then we
examine our method through numerical experiments.
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