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Research Questions and Contributions

° .:‘n o' pr“q_;' on - “3_“-15 Tor re~
e Routinely and under plausible conditions (generalize Cabral &
Riordan 1994).
e Coexist with non-predatory equilibria for same parameterization
(formalize Edlin 2010).

° guirTspreng
e Isolate predatory incentives by decomposing equilibrium pricing
condition.

e Decomposition provides coherent and flexible way to define predatory
incentives.
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e Less severe conduct restrictions have small impact “on average.”

e More severe conduct restrictions have large impact by eliminating
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Decisions and State-to-State Transitions

e ——price—setting phase—» e

neither wins sale

both stay in

——exit-entry phase——» e

1winssde

(e1,e2)

2winssde

, . (e1,e2)
1 exits, 2 staysin 0, e2)
(e1,e2)— 1 staysin, 2 exits (e1,0)
both stay in (e1 +1,e2)
1 exits, 2 staysin 0, 2)
(e1 +1,e2) -1 staysin, 2 exits (1 +1,0)
both exit 0, O)
both stay in (1,60 +1)
1 exits, 2 staysin 0,2 +1)
(e1,e2 +1) -1 staysin, 2 exits (€1,0)

both exit
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Pricing Decision of Incumbent Firm
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e ...in state e at beglnnlng of period — Vi (e);
e ...in state e’ after pricing decisions but before exit and entry
decisions are made — U (e’).

° B“” a n\“% a-('on
Vi(e) = . a (p1 —c(e1))D1(p1-p2(e)) + Do(p1-p2(e))U1(e)
+D1(p1.p2(e))Ur(e1 + . €2)
+D2(p1.p2(e))U1(e1-62+7)
e Y ¥ng #eon
static profit advantage-building motive
mry(p1.p2(e)) —c(e1) + [Ur(e1 + . e2) — Uz (e)]
+Y(p2(e)) [Ur(e) —Us(er.e2+7)] = 0.

advantage-denying motive
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Competition for and in the Market
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Predation-Like Behavior Arises Routinely
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Conduct Restrictions
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decomposed AB motives
static profit ———

5
mra(p1. p2(e)) —c(e1) + > r’f(e)]
=1
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> f(e)

+Y(p2(e))
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