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Perfect competition Monopolists

Between these extremes: ?



Provide you a Tool

Consumers benefit? Yes or No



I Cournot (1838)

I Choi (2008), Quint (2014), Etro (2019)

I Lerner (1934)

I Bresnahan & Reiss (1985), Amir et al (2004), Adachi & Ebina (2014)

I Tests

- horizontal: Farrell and Shapiro (2010)

- vertical: Moresi and Salop (2013)

- mergers of complements: ?
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⇒ margin∗D = margin∗uSi × ρ

⇒ m∗D ≤ m∗uSi



Lemma

If m∗Si < m∗D , supplier i is constrained.

v∗i = c
[2]
i or ...



Theorem

Merger yields no price decrease ⇔ pre-merger ρ×
∑

i∈M m∗Si < m∗D .

Corollary / Test

Merger yields no price decrease if pre-merger m∗S1 + m∗S2 < m∗D .
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No uphill battle from the get-go



I Competition downstream

I Suppliers supply multiple downstream firms

I Theory of harm

I Similar test for vertical mergers


