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Price Test in Defining Relevant Market An Reexamination of
Maotai and Wuliangye Monopoly Cases

TANG Ming-zhe', LIU Feng-bo®*, LIN Ping’

(1. School of Economics of Shandong University, Jinan 250100, China;
2. Center for Industrialand Business Organization of DUFE, Dalian 116025, China;
3. Department of Economics of Lingnan University, HongKong, China)

Abstract: Defining relevant market is an important step in anti-monopoly enforcement. During the six years
enforcement of China’s Anti—Monopoly Law, the enforcement agencies have encountered difficulties in defining
relevant market. Price test based on law of one price is an important method in defining relevant market. Although
being criticized, price test serves as a good starting point and often provides useful information when combined
with other methods such as SSNIP tests for antitrust analysis, because it requires very small amount of data and is
easy to implement. In this study we apply price tests to a monthly price panel data of seven China’s branded
domestic liquors from four cities between 2010 and 2013, and to delineate both the relevant product market and
the relevant geographic market. We employ a range of test methods such as price correlation test, Grange—causality
test, unit root test, cointegration test and natural experiment and take into account the panel features of the data.
By aggregating all test results throughout a quantitative analytical framework, we reach a conclusion that the high—
end branded liquors should be considered as one relevant market, and for these topline branded liquors its
geographic market can be nationwide whereas for other brands the geographic market is narrower. Our study also
provides some empirical evidence in support of a recent antitrust case launched by Chinese antitrust regulators
against Maotai and Wuliangye, two topline branded liquor makers in China.

Key Words: relevant market definition; price tests; Maotai and Wuliangye monopoly cases
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