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:1.21 npvez Federal Trade Commission-m U.S. Department of Justice-n
“In defining the geographic market or markets affected by a merger, the Agency will begin with the
location of each merging firm and ask what would happen if a hypothetical monopolist of the relevant
product at that point imposed at least a “small but significant and non transitory™ increase in price,but
the terms of sale at all other locations remained constant, If, in response to the price increase, the
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reduction in sales of the product at that location would be large enough that a hypothetical monopolist
producing or selling the relevant product at the merging firm’s location would not find it profitable to
impose such an increase in price, then the agency will add the location from which production is the
next-best substitute for production at the merging firm’s location.”
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“The Cellophane analysis exposes a dilemma for antitrust market
definition. If the market concept of cross-elasticity of demand
serves a useful function in antitrust analysis, it is to establish
whether two products are close substitutes when both are sold at
competitive price.” (1/pn1 NYATIN)

.2 oY Areeda, Hovenkamp & Solow ortmisnn oyonmnn *Antitrust Law 1903 o)

“A first approximation of “provisional market” 4 is in fact the
market if its prices are already significantly supracompetitive. Such
a market definition would be wrongly broadened by adding the
product or region B that would make a further price increase
unprofitable to the A firm(s). To put it another way, cross-elasticity
of demand is high when prices are already monopolistic. Thus, the
price-increase methodology for defining the extent of market works
only if A prices are presumed to be at or near the competitive
level.”
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