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Vertical Foreclosure 
 
 A primar y foc us of the in ves t i gat i on wa s th e possi bi l i t y  of vert i c al harm , in cl udi ng 
vert i cal for ecl os ur e and raisi ng rival s ’  cost s.  In part i cul ar, s taff asses s ed whet her the me r ged firm 
woul d have the abil i t y an d incent i ve to fore cl os e  o r rais e the cost s  of  iECPs . This woul d be 
possi bl e if Essilor/Luxotti ca woul d (1) have the ab il i t y to incr eas e the pric e of an  upst ream  input , 
or cut off an input, to iECPs  and (2) be able to re capt ure enou gh of the sal es lost b y its iECP 
custom ers throu gh the m er ged firm ’s downs t re am operat i ons to m ake the n et eff ect profi t abl e. In 
this matt er, s taff found th a t neit her condi t i on was s ati s fi ed. 
 

First, although Essilor is a subst ant i al provi der of upst ream input s in the U.S. eye wea r 
indus t r y, incl udi n g  pro gr es s i ve lenses and phot oc hrom i c lens treat m ent s,  its iECP  custom ers 
report ed that the y curr ent l y hav e altern at i ves  from which to choos e . The evi dence the refo re did 
not support the h ypot hes i s that Essilor woul d be able to raise pric es for (or compl et el y d en y 
acc es s to) these upst re am product s  without losi ng subst ant i al sales to compet i t ors . 
 

Second, although Luxott i ca is one of the l ar ges t op ti ca l  retai l ers in the Unit e d Stat es, its 
nati onal share of th e opti cal  retai l busi nes s is less than 10 perc ent . Luxott i ca’s  shar e of  the loc al 
market s that likel y const i t ut e relevant geo graphi c market s for the retai l sale of e yew ear  is  belo w 
the level nec es s ar y for Essilor to  re capt ur e enou gh downs t ream sales for  div ers i on to Luxott i ca’s 
retai l stores to offs et lost lens sales.  

 
In its inves t i gat i on, FTC s taff gathe red and anal yz ed evidenc e from nume r ous sources 

that in the end wer e whol l y consi s t ent with staf f ’s  own empi ri cal econom i c anal ys i s.  FTC staff  
used a vari et y o f quant i t a t i ve model s to anal yz e th e potent i al vert i cal compet i t i ve effe ct s, and 
test ed the robus t nes s of it s findi ngs using a ran ge of reason abl e assum pt i ons. None of these 
econom i c model s suppor t a findi ng that the me r gi ng pa rt i es woul d be abl e to impos e higher 
prices or reduc e output on thei r downs t ream riv al s or ulti m at el y consum e rs.  

 
Thus, the vert i cal theo ri e s that form ed a prim a r y focus of the inves t i gat i on ulti m at el y did 

not support chal l en gi ng t he mer ge r.  
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