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� Unocal, by deceiving CARB and the other refiners

into adopting Unocal’s patented technology into a
binding standard, acquired monopoly power
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vertical structure of the rival station. 
� Price increase attributed to “branding” formerly “unbranded” retailers 

� Various: Gilligan (1986) finds negative abnormal returns upstream when RPM
contracts challenged. 
� Consistent with efficiency and manufacturer cartel. 

� Cable TV: Ford and Jackson (1997) find vertical integration Î small losses in 
consumer welfare ($0.60 per subscriber per year). 

� Cable TV: Waterman and Weiss (1996) found that cable systems that owned
pay movie channels were less likely to carry rival pay channels . 
� consistent both with pro- and anticompetitive behavior. 

� Gasoline: Hastings (2004) found rivals of acquired gas stations raised prices
post-acquisition, but that the tendency to raise prices did not depend on the
vertical structure of the rival station. 
� Price increase attributed to “branding” formerly “unbranded” retailers 



Summary of Vertical EvidenceSummary of Vertical Evidence 

� Most studies find evidence that vertical 
restraints or integration pro-competitive

� This efficiency often attributable to elimination 
of double-markups

� Studies also find evidence consistent with 
“dealer services” efficiencies

� Evidence of anticompetitive uses of vertical 
controls generally ambiguous

� Overall, difficult to find evidence that vertical 
controls reduce welfare

� Most studies find evidence that vertical 
restraints or integration pro-competitive 

� This efficiency often attributable to elimination 
of double-markups 

� Studies also find evidence consistent with 
“dealer services” efficiencies 

� Evidence of anticompetitive uses of vertical 
controls generally ambiguous 

� Overall, difficult to find evidence that vertical 
controls reduce welfare 



ConclusionConclusion 

� Horizontal policy is on right track because 
research is headed in right direction.
� Reaction against structural models similar to what 

happened in Labor and Macro
� Î Rise of natural experiments using differences-in-

differences estimation? 
� Vertical policy is in disarray because research 

is inconclusive
� Theoretical existence proofs
� Scarce empirical evidence

� Horizontal policy is on right track because 
research is headed in right direction. 
� Reaction against structural models similar to what 

happened in Labor and Macro 
� Î Rise of natural experiments using differences-in-

differences estimation? 
� Vertical policy is in disarray because research 

is inconclusive 
� Theoretical existence proofs 
� Scarce empirical evidence 



Property Rights & Rule of LawProperty Rights & Rule of Law 

� Top twenty percent of countries…
� per capita Income of $23,450, 
�Growth 2.6 percent a year 

� Bottom twenty percent of countries…
� per capita Income of $2,560, 
� Negative growth: -0.9 percent a year 

� Top twenty percent of countries… 
� per capita Income of $23,450, 
�Growth 2.6 percent a year 

� Bottom twenty percent of countries… 
� per capita Income of $2,560, 
� Negative growth: -0.9 percent a year 


