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Using a quality-augmented version of the quadratic utility function proposed
by Sutton (1998), I investigate the effects of endogenous Minimum Quality
Standards (MQS) on outputs, profits, consumer surplus and national welfare.
Main findings of this paper are as follows : (1) MQS improves national welfare
under Cournot competition, in contrast to Valletti (2000)°s finding derived under
vertically differentiated products. (2) Subsidy to the investment for quality im-
provement brings the identical qualities, outputs and welfare as those obtained
by MQS.
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