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Motivation and Contribution



Why Look Beyond Prices?

Standard merger review:

• Price effects dominate antitrust analysis

• UPP tests, merger simulation, reduced-form

DiD

In multiproduct retail, firms compete on:

1. Prices — intensive margin

2. Horizontal variety — assortment breadth

3. Vertical positioning — quality mix within

categories

Ignoring margins 2 & 3 may understate

harm.

Key insight

Assortment is a strategic

instrument: firms carry low-margin

products to steal demand from

rivals. After a merger, that

incentive weakens.
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This Paper

Setting: 2013 acquisition of Multi Ahorro by Ta-Ta (Uruguay) Data: DGC daily

product-level prices + assortment

• 154 UPC-identified products, 118+ stores, Feb 2010–Dec 2016

Method: Difference-in-differences + event-study

Four findings:

1. Prices ↑ 1–1.5% — spillover to rivals

2. Variety ↓ 3–5 pp — within-category and store-level

3. No robust vertical upgrading among merging firms; rivals shift upward modestly

4. Spatial gradient in rival price responses — consistent with strategic

complementarity, not national cost shocks
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Relation to the Literature

Strand Key papers Our contribution

Ex-post merger evalua-

tion (price focus)

Ashenfelter & Hosken (2008); Al-

lain et al. (2017); Bhattacharya et

al. (2023)

Multidimensional evaluation

Non-price merger ef-

fects

Berry & Waldfogel (2001): variety

↑ radio; Götz & Gugler (2006): ↓
gas; Argentesi et al. (2021): ratio-

nalization

Variety + quality in supermar-

kets

Multiproduct competi-

tion

Draganska, Mazzeo & Seim (2009);

Gandhi et al. (2008)

Price + assortment in unified

DiD

Uniform pricing DellaVigna & Gentzkow (2019);

Daruich & Kozlowski (2023)

Motivates control group design

Gap: No comprehensive ex-post evidence combining all three margins with carefully

constructed counterfactual accounting for chain-level uniform pricing. 4/37



Institutional Setting and Data



The Uruguayan Grocery Market

Market structure at merger time:

• 5 large national chains: Ta-Ta, Multi

Ahorro, Disco, Devoto, Tienda Inglesa

• Centralized management ⇒ national pricing

and assortment coordination

• Several smaller chains + independent stores

Groups in the analysis:

1. Merging: Ta-Ta + Multi Ahorro

2. Large non-merging: Disco, Devoto, Tienda

Inglesa

3. Others: Smaller multi-store chains, and

independent supermarket

Regulatory framework

Law 18.159: notification regime

Threshold: turnover > 750M UI

No mandatory prior approval

Resolution 23/013 (Mar 1, 2013):

acknowledges notification — no

objection, no conditions

⇒ Limited regulatory uncertainty

from announcement onward
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Merger Timeline

Agreement

announced

Formal

notification

Resolution

23/013

Transaction

completed

Nov 23, 2012 Feb 18, 2013 Mar 1, 2013 Mar 2013

Announcement window

Key implication for identification: Because approval was not subject to a lengthy

review, firms had incentives to adjust at announcement rather than at formal

completion ⇒ event-study must capture anticipatory behavior.

6/37



Data Sources

Price & assortment (GDC)

• Mandatory daily price reports (sworn

declaration)

• UPC-level ⇒ no product heterogeneity

• Coverage: stores >4 branches or >3

cashiers

• Feb 2010 – Dec 2016

• 154 products, ≈15.6% of CPI basket

• Aggregated to monthly level

• Precise GPS coordinates per store

Local market controls (ECH/INE)

• Real per capita income, population,

household size

Market concentration

• HHI within 1-km radius

• Shares proxied by cash registers

Scale

∼120 stores × 154 products × 80

months

≈ 1.5M product-store-month obs.
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Outcome Variables

1. Price: ln(pist) — log real price, product i , store s, month t

2. Within-category variety (Variety 1):

V1sjt =
Nsjt

Njt
∈ [0, 1]

Nsjt = distinct products by s in category j at t; Njt = total in category-month.

3. Store-level variety (Variety 2):

V2st =
Nst

Nt
∈ [0, 1]

4. Vertical positining (Quality proxy - pre-merger fixed rank):

Qpre
ij = 1−

Rankpreij − 1

Npre
j − 1

, Qsjt =
1

Nsjt

∑
i∈sj

Qpre
ij
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Constructing the Vertical Positioning Proxy

Step 1 — Product-level quality score (pre-merger fixed rank):

Qpre
ij = 1−

Rankpreij − 1

Npre
j − 1

• Rankpreij : average price rank of product i in category j , computed over the

pre-merger period only

• Npre
j : number of products in category j in the pre-merger sample

• Normalization: Qpre
ij = 1 for the highest-priced product; Qpre

ij = 0 for the

lowest-priced

• Fixed once and for all at the pre-merger values — never updated
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Constructing the Vertical Positioning Proxy

Step 2 — Supermarket-level quality index:

Qsjt =
1

Nsjt

∑
ij∈s

Qpre
ij

• Average pre-determined vertical position of products offered by store s in category j

at time t

• Nsjt varies over time as the assortment changes ⇒ variation in Qsjt reflects changes

in assortment composition, not changes in prices
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Quality Proxy — Identification Logic and Caveats

Why fix ranks at pre-merger values?

If we used contemporaneous price ranks,

post-merger price increases would

mechanically alter the index, confounding

assortment changes with pricing behavior.

By freezing Qpre
ij :

• Qsjt moves only when the set of products

changes

• Qsjt ↑: store replaced lower-ranked with

higher-ranked products ⇒ vertical

repositioning

• Qsjt ↓: the opposite

⇒ The index isolates assortment-mix

shifts from price dynamics.

Caveats

1. Not intrinsic quality. Reflects relative

pre-merger price positioning — may

incorporate perceived quality and markup

variation.

2. Attribute changes undetected. Does not

capture product reformulations that leave

price ranks unchanged.

3. Within-category only. Ranks computed

within narrowly defined categories — not

comparable across them.

⇒ We interpret results as vertical assortment

positioning, not technological or intrinsic

quality upgrading. 11/37



Descriptive Statistics

Pre-merger Announcement Post-merger

Merging Smaller Merging Smaller Merging Smaller

Price change (%) 0.79 0.69 0.92 0.73 0.72 0.71

Quality index 0.54 0.54 0.55 0.54 0.57 0.54

Variety 1 0.83 0.79 0.81 0.80 0.79 0.79

Variety 2 0.77 0.71 0.74 0.71 0.73 0.71

Products/store 103 94 112 109 111 109
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Empirical Strategy



Difference-in-Differences Specifications

Product-level (prices):

ln(pist) = γi + λs + ηt + β (Trs × Postt) + δXst + εist (1)

Category-level (Variety 1, Quality):

yjst = γj + λs + ηt + β (Trs × Postt) + δXst + ujst (2)

Store-level (Variety 2):

yst = λs + ηt + β (Trs × Postt) + δXst + vst (3)

Xst : local HHI, ln per capita income, ln population, ln household size

SE: clustered at store level (store outcomes); two-way store × product/category

(others)

Treatment definitions: (i) merging firms; (ii) all large chains; (iii) large non-merging 13/37



Identification Challenge: Uniform Pricing

Problem:

• If large chains set nationally uniform

prices (DellaVigna & Gentzkow, 2019),

rival chains adjust everywhere in response

to the merger

• Using rival large chains as controls ⇒
contaminated counterfactual

Evidence (Figure 1):

Within-chain price differences are extremely

small; between-chain differences substantially

larger.

⇒ Centralized pricing confirmed in

Uruguayan data.

Control group design

Supermarkets that:

1. Do not belong to any large

national chain

2. Have no large-chain store within a

1-km radius.

These stores are unlikely to:

receive national pricing spillovers or

strategically respond to the merger.
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Fig 1: Share of identical prices by chain: always, before and after the merger
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Event-Study Specification

Purpose: test parallel pre-trends; trace announcement vs. completion dynamics.

Given the notification regime: firms adjust once transaction is publicly credible, not

necessarily at formal completion.

Yut =
∑
k ̸=0

βk (Tru × 1[t = k]) + λu + ηt + δXut + εut (4)

• u = unit of observation (product–store, category–store, or store level)

• k = months relative to merger completion (Feb 2013 ≡ k = 0, omitted)

• Markers at k = −4 (agreement) and k = −3 (announcement)

• 95% confidence intervals reported

Key tests: β̂k ≈ 0 for k < −4 (no pre-trends); β̂k > 0 beginning at k ∈ {−4,−3}
(anticipatory adjustment)
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Results: Prices



Price Effects — Average DiD

Merging All large Non-merging large

Post-merger effect 0.0095* 0.0113** 0.0139**

(0.0057) (0.0050) (0.0054)

Controls Yes Yes Yes

Product, Store, Time FE Yes Yes Yes

Observations 569,346 937,310 556,880

• Merging supermarkets: prices ↑ ≈ 1%

• Non-merging large chains: ↑ ≈ 1.4% — larger than the merging firms

• Robust to inclusion of demographic controls and local HHI

Interpretation: The larger response among non-merging chains reflects strategic

complementarity in pricing: merger softens competitive constraints market-wide.
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Price Effects — Announcement Window

Merging All large Non-merging large

Announcement effect 0.0185*** 0.0131*** 0.0071

(0.0052) (0.0042) (0.0044)

Post-merger effect 0.0129** 0.0137** 0.0152**

(0.0061) (0.0054) (0.0058)

Observations 569,346 937,310 556,880

Merging firms — anticipatory

behavior:

• +1.9% in announcement window

• Forward-looking under limited

regulatory uncertainty

Dynamic asymmetry:

• Rivals: no significant announcement

effect

• Post-completion: rivals ↑ 1.5% —

larger than merging

• Merged entity leads; rivals follow

18/37



Price Effects — Event Study

Three panels (Figure 2):

1. Merging: flat pre-trends; sharp break at

announcement; coefficients ∼ 1–2%

post-completion

2. All large: similar pattern, smaller

announcement effect

3. Non-merging: flat pre-trend; gradual

persistent increase post-completion

Validations:

• No systematic pre-trends in any panel

• Timing matches notification regime, not formal

completion

• Dynamic asymmetry ⇒ strategic complementarity

Magnitudes

Merging: +1–2%

Non-merging: +1.5%

Effects persist through k = +12

Implication

Market-wide shift in competitive

conduct, not just internal

re-optimization
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Price Effects — Event-Study Evidence

Event-study estimates: price effects around the merger

(a) Merging (b) All large (c) Non-merging large

Notes: Event-study estimates relative to the merger completion date (t = 0, February 2013). Dashed line at t = −3: public announcement

(November 2012); marker at t = −4: agreement date. Notification-only regime ⇒ announcement effects capture anticipatory adjustments. t = 0

(February 2013) is omitted. 95% confidence intervals shown.
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Results: Product Variety



Within-Category Variety (Variety 1)

Merging All large Non-merging large

Announcement effect −0.028∗∗ −0.031∗∗∗ −0.036∗∗∗

(0.012) (0.010) (0.010)

Post-merger effect −0.051∗∗∗ −0.045∗∗∗ −0.040∗∗∗

(0.016) (0.013) (0.013)

FE: store, category, time Yes Yes Yes

Observations 263,358 431,559 256,905

• Within-category variety falls 4–5 pp for merging firms (control mean ≈ 0.79)

• Non-merging rivals also contract: 3–4 pp — consistent with generalized reduction in

value of horizontal differentiation

• Adjustment begins at announcement: assortment responds to anticipated

competitive change

• No reversion post-completion: structural shift
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Store-Level Variety (Variety 2)

Merging All large Non-merging large

Announcement effect −0.032∗∗∗ −0.032∗∗∗ −0.032∗∗∗

(0.012) (0.012) (0.012)

Post-merger effect −0.051∗∗∗ −0.047∗∗∗ −0.042∗∗∗

(0.014) (0.013) (0.013)

FE: store, time Yes Yes Yes

Observations 5,365 8,578 5,052

• Overall portfolio contraction 4–5 pp

• Slightly larger than Variety 1 ⇒
rationalization extends across

categories

• Symmetric across merging and

non-merging

• Post-merger coefficients stabilize at

persistently lower level — no recovery

• Contrast with prices: variety decline

is symmetric; price rise is asymmetric
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Variety — Event Study Dynamics

Key features (Figures 3 & 4):

1. Pre-agreement coefficients ≈ 0 (parallel

trends hold)

2. Discrete negative break at k = −4,−3

3. Gradual deepening post-completion — no

sharp break at k = 0

4. No reversion through k = +12

5. Symmetric across merging and non-merging

large chains

Contrast with prices:
Prices show dynamic amplification and asymmetry.

Variety shows parallel structural decline —

operational decision, not just strategic repricing.

Why gradual?

Assortment decisions require:

• Supplier renegotiation

• Shelf-space reallocation

• Logistics adjustment

Not a temporary promotional

strategy.
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Within-Category Variety (Variety 1) — Event-Study Evidence

Event-study estimates: within-category variety (Variety 1)

(a) Merging (b) All large (c) Non-merging large

Notes: Event-study estimates relative to the merger completion date (t = 0, February 2013). Dashed line at t = −3: public announcement

(November 2012); marker at t = −4: agreement date. Notification-only regime ⇒ announcement effects capture anticipatory adjustments. t = 0

(February 2013) is omitted. 95% confidence intervals shown.
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Store-Level Variety (Variety 2) — Event-Study Evidence

Event-study estimates: store-level variety (Variety 2)

(a) Merging (b) All large (c) Non-merging large

Notes: Event-study estimates relative to the merger completion date (t = 0, February 2013). Dashed line at t = −3: public announcement

(November 2012); marker at t = −4: agreement date. Notification-only regime ⇒ announcement effects capture anticipatory adjustments. t = 0

(February 2013) is omitted. 95% confidence intervals shown.
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Results: Vertical Positioning



Quality Positioning — Average DiD

Merging All large Non-merging

Post only Ann+Post Post only Post only

Announcement effect — 0.014 0.018*** 0.019***

(0.009) (0.006) (0.006)

Post-merger effect 0.016 0.019 0.015 0.014

(0.013) (0.014) (0.010) (0.010)

FE: store×cat, time Yes Yes Yes Yes

Observations 246,465 246,465 402,336 239,012

Merging firms:

Positive but small and insignificant.

Assortment contraction is not

accompanied by compensating quality

upgrading.

Large non-merging rivals:

Announcement effect: +1.9 pp (1%

significance).

Gradual, persistent upward shift in

product rank mix.
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Quality Positioning — Interpretation

Event-study pattern (Figure 5):

• Merging firms: coefficients fluctuate

around zero throughout — no vertical

repositioning

• Non-merging rivals: gradual persistent

upward shift beginning at announcement

• Gradual unfolding ⇒ strategic repositioning,

not mechanical reclassification

Why rivals upgrade but not the merged

entity?

• Merged firm reduces horizontal breadth

uniformly ⇒ no quality tilt

• Rivals exploit relaxed competitive environment

to differentiate upward

Theory

Consistent with Gandhi et al.

(2008):

Merger reshapes horizontal

differentiation ⇒ rivals adjust

vertical positioning strategically.

Welfare

Less variety and no quality

upgrade in merged entity ⇒
unambiguously worse for

consumers of Ta-Ta/Multi Ahorro.
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Quality Positioning — Event-Study Evidence

Event-study estimates: assortment quality proxy

(a) Merging (b) All large (c) Non-merging large

Notes: Event-study estimates relative to the merger completion date (t = 0, February 2013). Dashed line at t = −3: public announcement

(November 2012); marker at t = −4: agreement date. Notification-only regime ⇒ announcement effects capture anticipatory adjustments. t = 0

(February 2013) is omitted. 95% confidence intervals shown.
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Spatial Heterogeneity in Rival

Responses



Disentangling Local vs. Chain-Level Channels

Central identification concern:

Rival price responses could reflect nationwide

shocks (common costs, supplier

renegotiations, chain repricing) rather than

strategic reactions to the merger.

Identifying intuition:

Under a strategic mechanism, rival stores

that faced direct local competition from

Ta-Ta/Multi Ahorro should respond more

strongly.

Under a national mechanism, all rival

locations respond uniformly.

⇒ Exploit pre-merger geographic variation in

rivals’ exposure to the merging parties.

Exposure measure

Exposeds = 1{TMs > 0}

TMs = avg. number of Ta-Ta/Multi

Ahorro stores within 1 km of rival

store s, Feb–Jul 2012.

Fixed at store level.

Restricts to stores observed

pre-announcement (≈ 2% obs. loss).
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Spatial Heterogeneity — Specification

Extend baseline DiD with triple interaction on large non-merging chains:

ln(pist) = γi + λs + ηt

+ β1(Trs × Annt) + β2(Trs × Postt)

+ β3(Trs × Annt × Exposeds) + β4(Trs × Postt × Exposeds)

+ δXst + εist

Same interaction structure applied to variety outcomes.

Mechanism Prices (β3, β4) Variety (β3, β4)

National shock = 0 = 0

Strategic local > 0 < 0 (if local)

Chain-level assortment — ≈ 0, base < 0
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Spatial Heterogeneity — Results

Panel A: Prices Panel B: Variety 1 Panel C: Variety 2

No controls Controls No controls Controls No controls Controls

Ann. effect (β1) 0.0060 0.0061 −0.036*** −0.035*** −0.033** −0.032***

Post effect (β2) 0.0143** 0.0143** −0.040*** −0.041*** −0.043*** −0.044***

Ann × Exposed (β3) 0.0015*** 0.0015*** 0.0002 0.0003 0.0008 0.0010

Post × Exposed (β4) 0.0016*** 0.0016** 0.0005 0.0005 0.0025 0.0025

Obs. 550,226 550,226 253,760 253,760 4,988 4,988

SE clustered at store-product (A), store-category (B), store (C). *** p < 0.01, ** p < 0.05, * p < 0.1.
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Spatial Heterogeneity — Interpretation

Panel A (Prices):

• β3, β4 > 0 and significant: locally exposed

rivals raise prices by an additional 0.16 pp

• Difficult to reconcile with nationwide cost

shocks or uniform chain repricing

• Consistent with strategic complementarity:

merger reduces local competitive pressure

⇒ locally exposed rivals increase markups

Panels B & C (Variety):

• Interaction terms small and near zero

• Assortment rationalization uniform across

exposed and non-exposed rivals

• Consistent with chain-level assortment

decisions

Key contrast

Prices: spatial gradient

⇒ local strategic response

Variety: no spatial gradient

⇒ chain-level mechanism

Implication

The joint pattern is hard to explain

with purely national shocks and

supports a strategic interpretation

of rival price responses.
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Discussion and Conclusion



Putting the Margins Together

Margin Merging Non-merging large Timing Symmetric?

Prices +1%** +1.4%** Ann + post No (asymmetric)

Variety 1 −4pp*** −3–4pp*** Ann + post Yes

Variety 2 −5pp*** −4pp*** Ann + post Yes

Quality index ≈ 0 (n.s.) +1.9pp*** From ann. No

Joint interpretation:

• Price ↑ & variety ↓ simultaneously: inconsistent with pure efficiency pass-through

• Spillovers to rivals: market-wide change in competitive conduct

• Vertical repositioning: reallocated across firms, not uniformly upgraded
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Conclusion

Ex-post evaluation of the 2013 Tata–Multi Ahorro merger across four

competitive margins.

1. Prices ↑ 1–1.5%; merging firms lead, rivals follow via strategic complementarity

2. Variety ↓ 3–5 pp — both within-category and store-level; structural and irreversible

3. No robust vertical upgrading in merged entity; rivals exhibit modest upward

repositioning

4. Spatial gradient in rival price responses — locally exposed stores respond more;

variety uniform across locations

Moreover

• Control group design accounting for chain-level uniform pricing

• Event-study validates parallel pre-trends and traces anticipatory effects

• Spatial heterogeneity exercise separates strategic from national mechanisms

Retail consolidation reshapes competition multidimensionally.

Focusing on price effects alone is insufficient.
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Competition Policy Implications

For merger assessment:

• Price-only evaluation understates harm:

variety contraction is substantial and

irreversible

• Notification-only regimes allow

anticipatory conduct changes before any

review

• Uniform pricing means local diversion

ratios may miss national competitive

effects

For empirical design:

• Uniform pricing by large chains ⇒
rival chains as controls ⇒
downward-biased estimates

• Geographic isolation of control group

essential

• Forward-looking firms:

announcement is the effective

treatment date

Bottom line

Retail merger evaluations should account for both pricing and non-price dimensions.

Assortment breadth and vertical positioning are first-order competitive instruments. 35/37



Conceptual Framework



Model Setup

Retail market: supermarkets compete in prices and assortment.

Indirect utility:

Uis = δi − pis + εis

δi = vertical quality; εis = idiosyncratic horizontal preference.

Supermarket profit:

Πs =
∑
i∈Is

(pis − ci ) qis −
∑
i∈Is

Fi

Competing chains choose prices and assortments to max profits taking rival’s decisions

as given.

Prior to the merger: assortment breadth serves as a demand-stealing device — even

low-margin products are carried to reduce substitution toward rivals.
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How the Merger Changes Incentives

Mechanism 1: Price internalization

• Internalizes business-stealing between

Ta-Ta and Multi Ahorro

• Standard upward pricing pressure

Prediction 1: p ↑

Mechanism 2: Strategic value of

variety falls

• Lower competitive pressure ⇒
niche/low-margin products no longer

satisfy inclusion condition

Prediction 2: variety ↓

Mechanism 3: Quality ambiguity

If exiting products cluster at the bottom:

δ̄ post
s > δ̄ pre

s

If exit is uniform across quality:

δ̄ post
s ≈ δ̄ pre

s

Prediction 3: ambiguous → empirical

question.

Rival response:

With reduced competitive pressure, rivals

may reposition upward — strategic rather

than efficiency-driven.
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A1: Evidence on Within-Chain Price Uniformity

Figures A1 (histogram) & A2 (kernel density):

A large fraction of within-chain absolute log price differences is exactly zero — both

before and after the merger. Between-chain differences are substantially more

dispersed.

Within-chain Between-chain

Share of zero price differences Very high Low

Distribution of |∆ ln p| Concentrated near 0 Dispersed, heavier tails

This confirms centralized pricing at the chain level and motivates excluding large

competitors from the control group.



A2: Assortment Inclusion — Detailed Mechanics

Product inclusion condition: (pis − ci )qis ≥ Fi

After the merger, two opposing forces on the left-hand side:

1. Higher markups ↑ variable profit for surviving products

2. Lower demand-stealing value ↓ qis for marginal products — previously held to

prevent switching to the rival now absorbed

Net: products at the margin (low-contribution, high demand-stealing value) are

dropped.

Quality implications:

If dropped products are at the bottom of the quality distribution: δ̄posts > δ̄pres

If pruning is uniform across quality: δ̄posts ≈ δ̄pres

Empirical result: quality index is not significantly higher for merging firms ⇒ pruning is

not concentrated in the bottom-quality segment.



A3: Robustness

• Alternative isolation radii: 0.5 km and 2 km thresholds yield qualitatively

identical results

• Product sample stability: total products stable at 151–154 across months;

denominator variation negligible

• Placebo treatment dates: shifting treatment ±12 months yields null results,

consistent with pre-trend evidence



Numerical Example: Setup — Hamburger Category

Consider a single product category: Hamburgers, with Npre
j = 3 brands.

Pre-merger average prices by supermarket:

Burgy Paty Schneck

Supermarket A 145 150 170

Supermarket B 147 153 176

Supermarket C 150 151 170

Supermarket D 150 154 172

Category average 148 152 172

Using category-average prices over the pre-merger period:

• Schneck is the most expensive on average ⇒ highest rank

• Paty is intermediate ⇒ middle rank

• Burgy is the cheapest on average ⇒ lowest rank

These average ranks are fixed and will be used to construct Qpre
ij for all supermarkets

and all post-merger periods.



Numerical Example: Step 1 — Computing Qpre
ij

Formula:

Qpre
ij = 1−

Rankpreij − 1

Npre
j − 1

with Npre
j = 3

Brand Avg. pre-merger price Rank Formula Qpre
ij

Burgy 148 3 (cheapest) 1− 3−1
3−1

= 1− 1 0.0

Paty 152 2 1− 2−1
3−1

= 1− 0.5 0.5

Schneck 172 1 (dearest) 1− 1−1
3−1

= 1− 0 1.0

• The index maps the cheapest product to Q = 0 and the dearest to Q = 1

• These scores are frozen — they do not change post-merger even if prices move

• For any supermarket, the quality index Qsjt will be the average of the Qpre
ij scores

of the brands it currently carries



Numerical Example: Step 2 — Variety and Quality Indices

Suppose one supermarket carries all 3 brands pre-merger, then drops Schneck

post-merger:

Pre-merger Post-merger

Brand Variety Qpre
ij Variety Qpre

ij

Burgy 1 0.0 1 0.0

Paty 1 0.5 1 0.5

Schneck 1 1.0 0 —

Index value 3/3 = 1.00 0.50 2/3 = 0.67 0.25

• Variety falls from 1.00 → 0.67 — the store dropped one of three products

• Quality index falls from 0.50 → 0.25 — because the highest-ranked product

(Schneck) was dropped

• The quality index captures which products were dropped, not just how many



Numerical Example: Step 3 — Same Variety Drop, Different Quality Outcomes

Three post-merger scenarios, all with Variety = 2/3, but different quality

implications:

Pre-merger Case 1 Case 2 Case 3

V Qpre V Qpre V Qpre V Qpre

Burgy 1 0.0 1 0.0 0 — 1 0.0

Paty 1 0.5 1 0.5 1 0.5 0 —

Schneck 1 1.0 0 — 1 1.0 1 1.0

Variety 1.00 0.67 0.67 0.67

Quality 0.50 0.25 0.75 0.50

• Case 1 (drop Schneck): quality decreases 0.50 → 0.25 — lost the premium product

• Case 2 (drop Burgy): quality increases 0.50 → 0.75 — lost the budget product

• Case 3 (drop Paty): quality unchanged 0.50 → 0.50 — lost the middle product

⇒ Same variety contraction, three distinct quality outcomes.

The quality index adds information beyond what variety alone captures.



Numerical Example: Key Takeaways

What the example illustrates:

1. Qpre
ij is fixed pre-merger — post-merger

variation in Qsjt reflects only which

products the store carries, not price

movements

2. Variety and quality are distinct

empirical objects — a store can shed

products and see its quality index go up,

down, or stay flat

3. In our data: merging firms shed variety

but show no significant quality change

⇒ pruning was roughly uniform across

the quality distribution (not

concentrated at the bottom or top)

Mapping back to the paper

Variety Quality

Merging firms −4–5 pp*** ≈ 0 (n.s.)

Non-merging −3–4 pp*** +1.9 pp***

Non-merging rivals lose variety and

simultaneously shift toward

higher-ranked products — consistent

with strategic upward repositioning.
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