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Market Definition and Upward Pricing Pressure Test: Evidence from Taiwan's KTV Industry
Chen, Chia-Wen and Mau-Ting Lin’

Abstract

In this paper, we design survey questions that gauge demand elasticities and diversion ratios of consumers
to delineate product markets and to analyze competitive effects of horizontal mergers. Using information
obtained from our survey data, we examine a merger between Cashbox and Holiday in the KTV industry
by performing critical loss analysis and implementing upward pricing pressure tests. We find that the
relevant market of KTV products only include products from Cashbox, Holiday, and New CB Party. We
also find that the entry of New CB Party dampens the upward pricing pressure from the proposed merger
between Cashbox and Holiday.
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