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market, ñexcessò capacity is an actually opportunity and an incentive to compete for business 

from new customers. For a dominant firm, however, there are few new customers to win, and no 

short-term incentive to maintain that extra capacityðso it gets cut.  But markets change. 

Demand may quickly increase, or one competitor may be suddenly taken offlineðperhaps its 

raw materials are wedged in the Suez Canal. The competitive market is resilient. All those 

competitors who had incentives to maintain the capacity to win more business can step up to 

meet the demand shock. But the dominant firm, having spent years ñrationalizingò production, 

cannot.  

 

Today, we are voting to withdraw the vertical merger guidelines. Vertical integration, as we all 

recognize, can lead to foreclosure of rivals and increased barriers to entry. When old rivals are 

pushed out and new rivals are kept out, you get rising concentrationðpotentially in two markets. 

In any type of merger that we might challenge, the result is less competition, less diversity of 

options, and less resilience.  

 

Going forward, we need to take a hard look at our approach to efficiencies in merger review. We 

cannot ignore situations where firms in many sectors are becoming too big to fail, and their 

short-term cost-cutting measures create a risk of widespread shortages and outages. And we 

certainly shouldnôt trade off the many benefits of a competitive marketðincluding supply chain 

resilienceðfor a theoretical short-term price cut. 

 

I look forward to a broad examination of our failed policies of the past, and instead move toward 

a more rigorous analysis of business realities to chart a new path forward. Thank you, Madam 

Chair. 

 


