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UNDERSTANDING MARKET CONCENTRATION AND HHI IN LocAL MARKETS
Across THE UNITED STATES

WHeN THE ReLeVANT MARKeTS ARE LocaL, THE CONCENTRATION AND HHI BAseD ON FiGUReS For THE ENTIRE UNITED
STATES CAN PROVIDE AN INCOMPLETE OR MISLEADING PICTURE OF MARKET COMPETITIVENESS. THIS IS BECAUSE LOCAL MARKETS
OFTEN HAVE UNIQUE CHARACTERISTICS, COMPETITIVE DYNAMICS, AND CONSUMER BEHAVIORS THAT DIFFER SIGNIFICANTLY FROM
NATIONAL TRENDS. IN THIS ARTICLE, WE EXPLORE THE IMPORTANCE OF ANALYZING MARKET CONCENTRATION AND THE
HERFINDAHL-HIRSCHMAN INDEX (HHI) AT THE LOCAL LEVEL, THE LIMITATIONS OF RELYING SOLELY ON NATIONAL DATA, AND
BEST PRACTICES FOR ASSESSING MARKET COMPETITIVENESS IN LOCALIZED CONTEXTS.

WHAT Is MARKET CONCENTRATION?

MARKET CONCENTRATION MEASURES THE EXTENT TO WHICH A SMALL NUMBER OF FIRMS DOMINATE A MARKET. HIGH
CONCENTRATION INDICATES LESS COMPETITION AND POTENTIALLY HIGHER PRICES, WHILE LOW CONCENTRATION SUGGESTS A
MORE COMPETITIVE ENVIRONMENT.

TypPes oF MARKET CONCENTRATION MEASURES

- CoNceNTRATION RATIOS (CR): USUALLY THE SUM OF THE MARKET SHARES OF THE ToP 3, 4, or 5 FIRmMs (E.G., CR4, CR5).
- HErFINDAHL-HIRSCHMAN INDEX (HHI): A MORE COMPREHENSIVE MEASURE, CALCULATED BY SUMMING THE SQUARES OF EACH
FIRM'S MARKET SHARE.

THe HerFINDAHL-HIRSCHMAN INDEX (HHI): AN EssenTiaL TooL

THe HHI RANGES FROM CLOSE TO zERO (HIGHLY COMPETITIVE MARKETS WITH MANY SMALL FIRMS) To 10,000 (MoNopoLY
WITH ONE FIRM HOLDING 1009% MARKET SHARE). |T IS WIDELY USED BY ANTITRUST AUTHORITIES LIKE THE U.S. DEPARTMENT OF
JusTIice AND FEDERAL TRADE COMMISSION TO EVALUATE MARKET COMPETITIVENESS.

CALCULATING HHI

- EXPRESS EACH FIRM'S MARKET SHARE AS A PERCENTAGE.
- SQUARE EACH MARKET SHARE.
- SUM THE SQUARED MARKET SHARES.

EXAMPLE:

| FiIrM | MARKET SHARE (%) | SQUARE OF MARKET SHARE |
N A — |

| A15012500]

|B|30|900]



|C1201400]|
| ToTaL || 3800

AN HHI oF 3800 INDICATES A HIGHLY CONCENTRATED MARKET.

WHY LocAL MARKETS MATTER MoRE THAN NATIONAL FIGURES

RELYING ON NATIONAL DATA TO ASSESS LOCAL MARKET COMPETITIVENESS CAN LEAD TO MISINTERPRETATIONS. LoCAL
MARKETS OFTEN HAVE DISTINCTIVE FEATURES SUCH AS:

- FEWER FIRMS

- UNIQUE CONSUMER PREFERENCES
- LOCAL REGULATIONS

- GEOGRAPHIC BARRIERS

- DIFFERING ENTRY BARRIERS

ExXAMPLES:

- A CITY MIGHT HAVE A DOMINANT REGIONAL HOSPITAL, SKEWING NATIONAL HEALTHCARE MARKET DATA.
- LOCAL GROCERY MARKETS MIGHT BE HIGHLY COMPETITIVE IN URBAN CENTERS BUT DOMINATED BY A FEW CHAINS IN RURAL
AREAS.

LiMmTATIONS OF USING NATIONAL FIGURES FOR LOCAL ANALYSIS

- OVERGENERALIZATION: NATIONAL DATA AVERAGES OUT REGIONAL DISPARITIES.

- MisLEADING COMPETITION LEVELS: A MARKET APPEARING COMPETITIVE AT THE NATIONAL LEVEL MAY BE MONOPOLIZED
LOCALLY.

- PoLicy IMPLICATIONS: REGULATION BASED SOLELY ON NATIONAL DATA MIGHT OVERLOOK LOCAL MARKET POWER.

ASSESSING CONCENTRATION AND HHI AT THE LocAL LEVEL

TO ACCURATELY EVALUATE LOCAL MARKETS, ANALYSTS SHOULD:

1. GATHER LocAL MARKET DATA: COLLECT DATA SPECIFIC TO THE GEOGRAPHIC AREA.

2. DeFINE THE RELEVANT MARKET: CLARIFY THE PRODUCT OR SERVICE SCOPE AND GEOGRAPHIC BOUNDARIES.
3. CALCULATE LocAL MARKET SHARES: DETERMINE EACH FIRM'S SHARE WITHIN THAT SPECIFIC MARKET.

4. CoMpUTE LocAL HHI: SUM THE SQUARES OF LOCAL MARKET SHARES FOR AN ACCURATE MEASURE.

STers To CoNDUCT A LocAL MARKET ANALYSIS

1. IDENTIFY THE RELEVANT MARKET: NARROW THE FOCUS TO THE LOCAL AREA AND SPECIFIC PRODUCTS/SERVICES.
2. CoLLECT DATA: USE LOCAL INDUSTRY REPORTS, SURVEYS, OR PROPRIETARY DATA.

3. DETERMINE MARKET SHARES: CALCULATE EACH FIRM'S PROPORTION OF TOTAL SALES OR REVENUE.

4. CALCULATE THE HHI: USE THE FORMULA TO ASSESS CONCENTRATION.

5. INTERPRET RESULTS: CoMPARE THE HHI TO THRESHOLDS INDICATING LOW, MODERATE, OR HIGH CONCENTRATION.

THRESHOLDS FOR HHI:

- BeLow 1500: UNCONCENTRATED (COMPETITIVE)
- 1500-2500: MODERATELY CONCENTRATED



- ABoVE 2500: HIGHLY CONCENTRATED (POTENTIALLY ANTI-COMPETITIVE)

CAsEe STUDIES ILLUSTRATING LocAL MARKET CONCENTRATION

HeALTHCARE MARKET IN A METROPOLITAN AREA

IN'A CITY WITH THREE MAJOR HOSPITALS, EACH HOLDING APPROXIMATELY 30%, 40%, AND 259 OF THE MARKET, THE LOCAL
HHI wouLD BE:

- 302+ 402 + 252 4+ OTHER FIRMS' SHARES" 2 = HHI
SUPPOSE THE OTHER SMALL PROVIDERS HOLD THE REMAINING 5%, WHICH CONTRIBUTES NEGLIGIBLY TO THE HHI.

CALCULATION:

-(30)"2 =900
- (40)*2 = 1600
-(25)"2 =625

ToTaL HHI = 900 + 1600 + 625 =3125

THIS INDICATES A HIGHLY CONCENTRATED MARKET, SUGGESTING POTENTIAL ANTITRUST CONCERN LOCALLY, EVEN IF NATIONAL
DATA SHOWS MODERATE COMPETITION.

LocAL ReTAIL MARKET IN A RURAL TOowN

IN A SMALL TOWN WITH TWO GROCERY STORES, EACH HOLDING ABOUT 509, OF THE MARKET:
- (50)"2 +(50)*2 = 2500 + 2500 = 5000

SUCH A HIGH HHI sIGNALS A NEAR-MONOPOLY, PROMPTING SCRUTINY OF COMPETITIVE PRACTICES OR POTENTIAL REGULATORY
INTERVENTION.

THe IMPACT oF LocAL MARKET CONCENTRATION oN COMPETITION PoLicy

UNDERST ANDING LOCAL MARKET CONCENTRATION IS CRUCIAL FOR:

- ANTITRUST ENFORCEMENT: DETECTING POTENTIAL MONOPOLISTIC OR OLIGOPOLISTIC BEHAVIORS.
- REGULATORY DECISIONS: APPROVING MERGERS OR ACQUISITIONS.

- MARKET ENTRY STRATEGIES: IDENTIFYING BARRIERS FOR NEW ENTRANTS.

- CONSUMER WELFARE: ENSURING COMPETITIVE PRICING AND QUALITY.

REGULATORY AGENCIES OFTEN CONSIDER:

- LocaL HHI FIGUrES
- ENTRY BARRIERS

- MARKET DYNAMICS
- CONSUMER IMPACT



CHALLENGES IN MEASURING LocAL MARKET CONCENTRATION

W/HILE ASSESSING LOCAL MARKETS PROVIDES BETTER INSIGHTS, IT ALSO PRESENTS CHALLENGES:

- DATA AVAILABILITY: LOCALIZED DATA MAY BE SCARCE OR OUTDATED.

- MARKET DEFINITION: OVERLY NARROW OR BROAD DEFINITIONS CAN DISTORT RESULTS.
- DYNAMIC MARKETS: RAPID CHANGES CAN QUICKLY ALTER MARKET SHARES.

- GEOGRAPHIC BOUNDARIES: DEFINING THE EXACT SCOPE OF THE LOCAL MARKET.

OVERCOMING THESE CHALLENGES

- USE MULTIPLE DATA SOURCES (LOCAL SURVEYS, INDUSTRY REPORTS).

- REGULARLY UPDATE ANALYSES.

- ENGAGE WITH LOCAL STAKEHOLDERS.

- APPLY GEOGRAPHIC INFORMATION SYSTEMS (G|S) FOR SPATIAL ANALYSIS.

CoNcLusioN: WHY LocALIzeD ANALYSIS MATTERS

ASSESSING MARKET CONCENTRATION AND HHI BASED SOLELY ON NATIONAL FIGURES CAN OBSCURE THE TRUE COMPETITIVE
LANDSCAPE WITHIN LOCAL MARKETS. GIVEN THE UNIQUE CHARACTERISTICS AND DYNAMICS OF INDIVIDUAL REGIONS, IT IS
ESSENTIAL FOR POLICYMAKERS, REGULATORS, AND INDUSTRY ANALYSTS TO FOCUS ON LOCALIZED DATA AND ANALYSES. DoInG
SO ENABLES A MORE ACCURATE UNDERSTANDING OF MARKET POWER, FACILITATES TARGETED REGULATORY ACTIONS, AND
ULTIMATELY PROMOTES HEALTHY COMPETITION THAT BENEFITS CONSUMERS AND THE ECONOMY AS A \WHOLE.

Key TAKEAWAYS:

- LOCAL MARKET CONDITIONS OFTEN DIFFER SIGNIFICANTLY FROM NATIONAL TRENDS.

- THE HERFINDAHL-HIRSCHMAN INDEX IS A VITAL TOOL FOR MEASURING CONCENTRATION.

- PRECISE LOCAL DATA COLLECTION AND MARKET DEFINITION ARE CRUCIAL.

- UNDERSTANDING LOCAL CONCENTRATION INFORMS BETTER POLICY AND BUSINESS DECISIONS.
- CONTINUOUS MONITORING AND UPDATING OF LOCAL MARKET DATA IMPROVE ACCURACY.

BY EMPHASIZING LOCAL ANALYSIS, STAKEHOLDERS CAN BETTER IDENTIFY POTENTIAL ANTI-COMPETITIVE ISSUES AND FOSTER
ENVIRONMENTS WHERE COMPETITION THRIVES AT THE COMMUNITY LEVEL, SUPPORTING INNOVATION, FAIR PRICING, AND IMPROVED
SERVICE QUALITY ACROSS THE UNITED STATES.

FREQUENTLY AskeD QUESTIONS

\W/HAT DOES IT MEAN WHEN RELEVANT MARKETS ARE CONSIDERED LOCAL IN TERMS OF
COMPETITION ANALYSIS?

\W/HEN RELEVANT MARKETS ARE CONSIDERED LOCAL, IT INDICATES THAT THE COMPETITION AND CONSUMER CHOICES ARE
PRIMARILY INFLUENCED BY GEOGRAPHIC PROXIMITY, MEANING BUSINESSES AND CONSUMERS ARE LINKED WITHIN A SPECIFIC AREA
RATHER THAN NATIONWIDE.

How 1s THE HERFINDAHL-HIRSCHMAN INDEX (HHI) CALCULATED FOR LOCAL MARKETS IN
THE US?P

THE HHI FOR LOCAL MARKETS IS CALCULATED BY SUMMING THE SQUARES OF THE MARKET SHARES OF ALL FIRMS OPERATING



WITHIN THAT SPECIFIC GEOGRAPHIC AREA, PROVIDING A MEASURE OF MARKET CONCENTRATION AT A LOCAL LEVEL.

WHY IS THE HHI SIGNIFICANT WHEN ANALYZING LOCAL MARKETS IN THE UNITED
STATES?

THE HHI HELPS REGULATORS AND ANALYSTS ASSESS THE LEVEL OF MARKET CONCENTRATION, IDENTIFY POTENTIAL
MONOPOLISTIC OR OLIGOPOLISTIC CONDITIONS, AND EVALUATE THE COMPETITIVE DYNAMICS WITHIN LOCAL MARKETS.

How DO FIGURES FOR THE ENTIRE UNITED STATES IMPACT THE ANALYSIS OF LOCAL
MARKETS' CONCENTRATION?

FIGURES FOR THE ENTIRE US PROVIDE A MACRO PERSPECTIVE THAT CAN HIGHLIGHT NATIONAL TRENDS IN MARKET
CONCENTRATION, WHICH CAN INFLUENCE LOCAL MARKET ASSESSMENTS, ESPECIALLY WHEN LOCAL MARKETS ARE INTERCONNECTED
OR INFLUENCED BY NATIONAL MARKET BEHAVIORS.

ARE LOCAL MARKET CONCENTRATION FIGURES SUFFICIENT TO DETERMINE COMPETITIVE
HEALTH IN A SPECIFIC AREAP

W/HILE LOCAL CONCENTRATION FIGURES LIKE HHI ARE USEFUL, THEY SHOULD BE COMPLEMENTED WITH OTHER FACTORS SUCH AS
ENTRY BARRIERS, CONSUMER PREFERENCES, AND DYNAMIC MARKET CHANGES TO FULLY ASSESS COMPETITIVE HEALTH.

WHAT ARE TYPICAL HHI THRESHOLDS USED BY REGULATORS TO EVALUATE MARKET
CONCENTRATION IN LOCAL MARKETS?

REGULATORS OFTEN CONSIDER AN HHI BELOW 1500 As UNCONCENTRATED, 1500-2500 AS MODERATELY CONCENTRATED,
AND ABOVE 2500 AS HIGHLY CONCENTRATED, INDICATING VARYING LEVELS OF COMPETITION WITHIN LOCAL MARKETS.

How DOES LOCAL MARKET CONCENTRATION INFLUENCE ANTITRUST ENFORCEMENT IN THE
UNITED STATES?

HIGH LOCAL CONCENTRATION AS INDICATED BY HHI CAN TRIGGER ANTITRUST INVESTIGATIONS AND ENFORCEMENT ACTIONS TO
PREVENT ANTI-COMPETITIVE PRACTICES AND PROMOTE FAIR COMPETITION WITHIN SPECIFIC GEOGRAPHIC AREAS.

CAN A Low HHI IN A LOCAL MARKET STILL BE A SIGN OF COMPETITIVE ISSUES?

YES, EVEN WITH A LOW HH|, ISSUES LIKE MARKET ENTRY BARRIERS, LACK OF INNOVATION, OR CONSUMER CHOICE RESTRICTIONS
CAN SIGNAL COMPETITIVE CONCERNS, SO HHI SHOULD BE INTERPRETED ALONGSIDE OTHER MARKET INDICATORS.

ADDITIONAL RESOURCES

\W/HEN THE RELEVANT MARKkeTS ARE LocaL, THE CONCENTRATION AND HHI BASED ON FIGURES FOR THE ENTIRE UNITED
STATES

UNDERSTANDING MARKET CONCENTRATION IS CRUCIAL FOR ASSESSING COMPETITIVE DYNAMICS, REGULATORY OVERSIGHT, AND
POTENTIAL MONOPOLISTIC BEHAVIORS WITHIN DIFFERENT SECTORS. W/HEN RELEVANT MARKETS ARE PREDOMINANTLY LOCAL IN
NATURE—SUCH AS UTILITIES, LOCAL RETAIL, OR REGIONAL SERVICES—THE QUESTION ARISES: SHOULD REGULATORS AND
ANALYSTS RELY ON NATIONAL FIGURES LIKE THE HERFINDAHL-HIRSCHMAN INDEX (HHI) cALCULATED AT THE U.S. LEVEL? THIS
ARTICLE EXPLORES THE IMPLICATIONS, ADVANTAGES, AND CHALLENGES OF USING NATIONAL CONCENTRATION METRICS IN
PREDOMINANTLY LOCAL MARKETS, PROVIDING A COMPREHENSIVE OVERVIEW FOR POLICYMAKERS, ECONOMISTS, AND INDUSTRY
STAKEHOLDERS.



INTRODUCTION TO MARKET CONCENTRATION AND HHI

MARKET CONCENTRATION MEASURES HOW MUCH MARKET POWER IS HELD BY THE LARGEST FIRMS WITHIN A SPECIFIC INDUSTRY OR
GEOGRAPHIC AREA. THE HERFINDAHL-HIRSCHMAN INDEX (HHI) IS A WIDELY USED QUANTITATIVE MEASURE OF THIS
CONCENTRATION, CALCULATED BY SUMMING THE SQUARES OF THE MARKET SHARES OF ALL FIRMS WITHIN THE RELEVANT MARKET.
THE HHI RANGES FROM CLOSE TO zERO (PERFECT COMPETITION WITH MANY SMALL FIRMS) To 10,000 (MonopPoLY).

Key FEATURES oF HHI:

- SENSITIVITY TO MARKET SHARE DISTRIBUTION: LARGER FIRMS CONTRIBUTE DISPROPORTIONATELY TO THE HHI.

- REGULATORY UsE: AGENCIES LIKE THE FEDERAL TrRADE Commission (FTC) anp DepARTMENT of JusTice (DOJ) empLoy HHI
THRESHOLDS (E.G., ABOVE 2,500 INDICATES HIGH CONCENTRATION) TO EVALUATE POTENTIAL ANTI-COMPETITIVE MERGERS.

- MARKET DEFINITION: THE ACCURACY OF THE HHI DEPENDS HEAVILY ON HOW THE RELEVANT MARKET IS
DEFINED—GEOGRAPHICALLY, PRODUCT-WISE, OR BOTH.

THE RELEVANCE OF GEOGRAPHIC SCOPE IN MARKET ANALYSIS

W/HEN THE RELEVANT MARKET IS GEOGRAPHICALLY BROAD, SUCH AS THE NATIONAL AUTOMOBILE INDUSTRY OR
TELECOMMUNICATIONS SERVICES, NATIONAL HHI FIGURES PROVIDE A VALUABLE OVERALL PICTURE OF MARKET CONCENTRATION.
HO\X/EVER/ MANY INDUSTRIES ARE INHERENTLY LOCAL OR REGIONAL.

LocAL MARKETS:

- DEFINED BY GEOGRAPHIC BOUNDARIES SUCH AS CITIES, COUNTIES, OR REGIONS.

- OFTEN CHARACTERIZED BY UNIQUE COMPETITIVE CONDITIONS, CUSTOMER PREFERENCES, AND REGULATORY ENVIRONMENTS.
- EXAMPLES INCLUDE LOCAL CABLE PROVIDERS, GROCERY STORES, OR UTILITY COMPANIES.

IMPLICATION: USING NATIONAL HHI FIGURES IN LOCAL MARKETS CAN LEAD TO MISLEADING CONCLUSIONS ABOUT
COMPETITIVENESS AND MARKET POWER.

CHALLENGES oF APPLYING NATIONAL HHI FIGURES TO LocAL MARKETS

\W/HEN RELEVANT MARKETS ARE LOCAL, RELYING SOLELY ON NATIONAL HHI FIGURES PRESENTS SEVERAL ISSUES:

1. LACk oF GRANULARITY

- NATIONAL FIGURES AGGREGATE DATA ACROSS DIVERSE REGIONS, MASKING LOCAL VARIATIONS.

= A HIGH NATIONAL HHI MIGHT NOT REFLECT A COMPETITIVE LOCAL MARKET IF CONCENTRATION IS HIGH ONLY IN CERTAIN
REGIONS.

- CONVERSELY/ A LOW NATIONAL HHI CoULD HIDE MONOPOLISTIC CONDITIONS IN SPECIFIC LOCALITIES.

2. MISLEADING REGULATORY DECISIONS

- MERGERS OR ACQUISITIONS EVALUATED BASED ON NATIONAL DATA MIGHT OVERLOOK LOCAL MARKET DOMINANCE.
- REGULATORY AGENCIES RISK EITHER OVER-REGULATING COMPETITIVE LOCAL MARKETS OR UNDER-REGULATING CONCENTRATED
LOCAL MARKETS IF ONLY NATIONAL DATA IS CONSIDERED.



3. VARIABILITY IN MARKET DYNAMICS

- LOCAL MARKETS OFTEN HAVE DIFFERENT ENTRY BARRIERS, CUSTOMER BASES, AND COMPETITIVE BEHAVIORS.
- NATIONAL FIGURES DO NOT CAPTURE THESE MICRO-LEVEL DYNAMICS, LEADING TO POTENTIAL MISINTERPRETATIONS.

4. DATA AVAILABILITY AND ACCURACY

- COLLECTING RELIABLE, GRANULAR LOCAL DATA IS OFTEN MORE CHALLENGING THAN AGGREGATING NATIONAL FIGURES.
- THE USE OF NATIONAL HHI FIGURES IS SOMETIMES A MATTER OF CONVENIENCE DUE TO DATA LIMITATIONS.

ADVANTAGES oF UsING NATIONAL HHI FIGURES FOrR LocAL MARKETS

DESPITE THE CHALLENGES, THERE ARE SCENARIOS \WHERE NATIONAL HHI FIGURES CAN STILL BE INFORMATIVE:

1. OVERALL INDUSTRY TRENDS

- NATIONAL HHI PROVIDES A MACRO PERSPECTIVE ON INDUSTRY CONCENTRATION, INDICATING WHETHER THE INDUSTRY AS A
WHOLE IS BECOMING MORE OR LESS COMPETITIVE.

2. Cross-RecioN COMPARISONS

- ALLOWS POLICYMAKERS TO IDENTIFY INDUSTRIES WHERE LOCAL MARKETS MIGHT BE CONVERGING TOWARD HIGHER OR LOWER
CONCENTRATION LEVELS.

3. REGULATORY CONSISTENCY

- USING A STANDARDIZED NATIONAL BENCHMARK SIMPLIFIES REGULATORY ASSESSMENTS ACROSS DIFFERENT REGIONS.

4.DATA AVAILABILITY AND COST EFFICIENCY

- NATIONAL DATA IS OFTEN MORE READILY AVAILABLE AND LESS COSTLY TO COMPILE COMPARED TO DETAILED LOCAL DATA.

IN SUMMARY, WHILE NATIONAL HHI FIGURES CAN OFFER VALUABLE INSIGHTS AT THE MACRO LEVEL, THEIR APPLICATION TO
LOCAL MARKETS MUST BE APPROACHED WITH CAUTION, SUPPLEMENTED BY LOCALIZED DATA AND ANALYSIS.

BesST PRACTICES FOR ANALYZING LOCAL MARKETS

TO EFFECTIVELY EVALUATE MARKET CONCENTRATION IN LOCAL CONTEXTS, ANALYSTS SHOULD CONSIDER THE FOLLOWING
PRACTICES:

1. DerINE THE LoCAL MARKET PRECISELY

- USE GEOGRAPHIC AND PRODUCT BOUNDARIES RELEVANT TO THE INDUSTRY.
- INCORPORATE CUSTOMER PREFERENCES AND REGIONAL CHARACTERISTICS.



2. CoLLECT LocAaL DATA

- OBTAIN DATA FROM LOCAL REGULATORY AGENCIES, INDUSTRY REPORTS, OR MARKET SURVEYS.
- USE FIRM-LEVEL SALES DATA, CUSTOMER COUNTS, OR OTHER RELEVANT METRICS.

3. CALcULATE LocAaL HHI

- CoMPUTE THE HHI BASED ON LOCAL MARKET SHARES RATHER THAN NATIONAL AGGREGATES.
- ANALYZE THE DISTRIBUTION OF MARKET SHARES AMONG LOCAL COMPETITORS.

4. INCORPORATE QUALITATIVE FACTORS

- CONSIDER BARRIERS TO ENTRY, SWITCHING COSTS, AND LOCAL CONSUMER BEHAVIOR.
- EVALUATE HOW THESE FACTORS INFLUENCE MARKET POWER BEYOND NUMERICAL MEASURES.

5. Use A HYBrID APPROACH

- COMBINE NATIONAL AND LOCAL DATA TO UNDERSTAND BOTH INDUSTRY-WIDE TRENDS AND LOCAL CONDITIONS.
- USE GEOGRAPHIC MARKET DEFINITION TECHNIQUES SUCH AS THE 'MARKET DEFINITION TEST' IN MERGER ANALYSIS.

CASE STUDIES AND EMPIRICAL EVIDENCE

Case 1: LocaL CaBLE PROVIDERS

IN MANY CITIES, A SINGLE CABLE PROVIDER DOMINATES WITH A HIGH LOCAL HHI, EVEN IF THE NATIONAL INDUSTRY LOOKS
COMPETITIVE. REGULATORY AGENCIES HAVE NOTED THAT APPLYING ONLY NATIONAL HHI WoULD UNDERESTIMATE LOCAL
MARKET POWER AND POTENTIALLY OVERLOOK ANTI-COMPETITIVE PRACTICES.

CAsE 2: GROCERY RETAIL MARKETS

STUDIES HAVE SHOWN THAT GROCERY MARKETS TEND TO BE HIGHLY LOCALIZED, WITH NATIONAL FIGURES OFTEN MASKING FIERCE
COMPETITION IN SOME REGIONS AND MONOPOLISTIC CONDITIONS IN OTHERS. LOCAL MARKET ANALYSIS REVEALS SIGNIFICANT
VARIATION, EMPHASIZING THE IMPORTANCE OF GEOGRAPHIC-SPECIFIC DATA.

Caste 3: UTILITY INDUSTRIES

UTILITIES SUCH AS ELECTRICITY AND WATER ARE OFTEN REGULATED AT THE LOCAL LEVEL. NATIONAL HHI FIGURES MAY
SUGGEST A COMPETITIVE INDUSTRY, BUT LOCAL MONOPOLIES OR NEAR-MONOPOLIES ARE PREVALENT, UNDERSCORING THE
NECESSITY OF LOCALIZED ANALYSES.

PoLicY IMPLICATIONS AND RECOMMENDATIONS

GIVEN THE LIMITATIONS OF APPLYING NATIONAL HHI FIGURES TO LOCAL MARKETS, POLICYMAKERS SHOULD:

- PRIORITIZE LOCAL DATA COLLECTION AND ANALYSIS FOR INDUSTRIES WHERE MARKETS ARE GEOGRAPHICALLY CONSTRAINED.
- DEVELOP AND REFINE GEOGRAPHIC MARKET DEFINITION TECHNIQUES TO BETTER CAPTURE LOCAL COMPETITION.

- USE A COMBINATION OF QUANTITATIVE (LOCAL HHI) AND QUALITATIVE FACTORS (MARKET ENTRY BARRIERS, CONSUMER
PREFERENCES ).

- RECOGNIZE THE LIMITATIONS OF NATIONAL FIGURES AND AVOID OVER-RELIANCE IN LOCAL MARKET ASSESSMENTS.

- ENCOURAGE TRANSPARENCY AND DATA AVAILABILITY AT THE LOCAL LEVEL TO FACILITATE ACCURATE COMPETITION



ANALYSIS.

CoNcCLUSION

W/HEN THE RELEVANT MARkeTS ARE LocAL, THE CoNCENTRATION AND HHI BASED ON FIGURES For THE ENTIRE UNITED
STATES CAN PROVIDE A BROAD OVERVIEW OF INDUSTRY TRENDS BUT ARE OFTEN INSUFFICIENT FOR ACCURATE ASSESSMENT OF
LOCAL MARKET COMPETITION. WHILE NATIONAL HHI FIGURES ARE USEFUL FOR MACROECONOMIC ANALYSIS AND INDUSTRY~W/IDE
MONITORING, THEY RISK OBSCURING SIGNIFICANT LOCAL VARIATIONS THAT ARE CRITICAL FOR INFORMED REGULATORY DECISIONS
AND MARKET UNDERSTANDING.

EFFECTIVE REGULATION AND COMPETITIVE ANALYSIS IN LOCAL MARKETS DEMAND A NUANCED APPROACH—ONE THAT EMPHASIZES
PRECISE MARKET DEFINITION, GRANULAR DATA COLLECTION, AND A CAREFUL INTERPRETATION OF CONCENTRATION MEASURES.
COMBINING NATIONAL INSIGHTS WITH LOCALIZED DATA ENABLES A MORE ACCURATE AND FAIR ASSESSMENT OF MARKET POWER,
ULTIMATELY FOSTERING HEALTHIER COMPETITION AND CONSUMER WELFARE.

IN SUM, REGULATORS, INDUSTRY ANALYSTS, AND POLICYMAKERS SHOULD TREAT NATIONAL HHI FIGURES AS ONE PIECE OF THE
PUZZLE, SUPPLEMENTING THEM WITH LOCAL MARKET DATA AND QUALITATIVE INSIGHTS TO ACHIEVE A COMPREHENSIVE VIEW OF
MARKET DYNAMICS ACROSS THE UNITED STATES.
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