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Abstract

The article considers the phenomenon of price behavior in markets of joint products . 
It shows that conclusions about the nature of economic entities’ behavior on this type 
of market could be inaccurate if the characteristics of these markets, such as joint costs, 
are not taken into account. For this purpose, a theoretical model, built according to 
basic micro economic principals, is applied. This model provides an opportunity to re-
veal — without further new institutional analysis — that the reason for price deviation 
from a competitive level does not always lie in actions restricting competition. 
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1. Introduction

This analysis is motivated by a sound antitrust case brought by the Federal 
Antitrust Services of Russia (hereafter FAS) against Russian companies in the  
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Three interconnected cases were brought against companies operating in the mar-

the market of chlorine was brought on the basis of an investigation launched by 

proving a price maintenance and market sharing agreement were revealed. The in-
vestigation was continued by other unscheduled inspections when corresponding 
documents were found. According to these documents, the cartel on the market of 
chlorine took place over 3.5 years and led to an increase in prices by a factor of 
3.5 times. An investigation in the market of caustic soda was also based on unschedu-
led inspections and economic analysis that revealed a cartel operating since 2005 

Despite the fact that in each case the antitrust authority possesses documents 
proving, as it seems, agreement, the conclusions of appellate courts where de-
cisions by the FAS were contested were not unambiguous, which is the conse-
quence of the peculiarities of these markets. 

One of the key arguments of the FAS proving a price maintenance agreement 
is the fact that the domestic price of liquid caustic soda exceeds its export price 
(Artemiev et al., 2013, pp. 66–67). According to the antitrust authority, this fact 
implies intensive competition on the foreign market and weak competition on 
the domestic market. 

The case on the market of caustic soda ended up with the win of companies, 
and one of the decisive arguments was that there is constant relationship between 
the production of caustic soda and the production of chlorine, and this relation-
ship explains the behavior of companies in corresponding markets.

The main goal of this study is to show, basing on the neoclassical model, that the 
difference in prices pointed out by FAS can be a consequence of the peculiarities of 
production and is not necessarily caused by a market structure. In turn, the approach 
of the antitrust authority that disregards these particularities could lead to  errors of 
law enforcement (in this case — a type 1 error — unreasonable accusation). 

 The key particularity in the production of caustic soda is that the latter is pro-

two or more products are manufactured, these products are called joint products. 
Costs of production of this type of product are joint until the split-off point. In 
turn, the split-off point is the stage in the production process after which joint 

-
able proportions. The chemical industry provides a variety of examples of joint 

chlorine and caustic soda is one such example. 
-

tant and particular case of caustic soda and chlorine but also beyond the chemical 
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