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Summary: Research question and setup

Are monopoly package sizes in Swedish pharma the result of competition or tacit

market splitting?

e Monthly product-of-the-month (POTM) auctions at active ingredient x strength x
dosage x package size

e Winner gets (close to) full reimbursement and most demand

e No substitution allowed across package sizes

Odd pattern
e 22% of markets: 2+ firms each monopolizing a different package size, while they are
often present in another package size of the same product.
e Monopoly nests: multiple times higher price per pill

e Why would a firm not enter into a package size of a pill it already sells?



Summary: Analysis steps

1. Nested logit demand, augmented for market share jumps due to POTM
2. Observe prices and quantities and back out marginal costs from Bertrand-Nash FOCs

3. Calculate fixed entry cost bounds (higher than profit from non-entry, lower than profit
from entry)

4. Test whether observed entry is a static Nash equilibrium
5. If not, check IC constraint for tacit collusion via spheres of influence (market sharing)

6. Counterfactual: allow cross-nest substitution (what would happen if the auction was not
package size-specific)



Comments and questions 1/2

e Odd pattern: Excellent observation, very creative idea, collusion detection
extremely policy relevant

e Very detailed and cutting-edge analysis
e Questions on intuition:

e What exactly is the "monthly fixed cost of entry" into a nest, conceptually and
empirically?

e Low fixed costs (even if these are lower bounds): should we be concerned about
them? (e.g. "K = 127 SEK/month: roughly the retail price of 2 boxes of 100 pills,
based on Table 10)." How relevant for actual entry decisions?

e Why not instead (or also) check whether the company offers the package size in
other Nordic countries? Or offered it in the past and then stopped? Or look for
monthly rotation patterns? Or multi-market contact, both in Sweden (across drugs)
and in Nordics?



Comments and questions 2/2

e Much of the analysis is a case study of two markets. Would be great to see other
markets, 13 suspicious firm-pairs seems manageable, and the paper refers to a high
number of markets affected.

e "The firms that are monopolies in our example market (firms 22 and 371) form a
potentially collusive pair in 7 out of the 164 markets": in 96% of their joint markets they
don't split nests. Why these two? Is something special about ATC4 1 and ATC4 2
(drug popularity, demand stability, regulatory issues, dose pharmacy share) that makes
collusion easier here?

e Are the markets where collusion suspicion arises special in any sense?
e The Swedish competition authority adopted a decision on POTM in 2025. Any views?
e Small technical question: is the within-nest coefficient (/= 0.985, Table 9) held fixed in

the counterfactual? It was identified under a rule that rules out cross-nest substitution. If
yes, wouldn’t that imply a large price drop is needed to induce switching across nests?



