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may be implemented by raising asymmetrically the price at which inputs are sold
to competitors, or reducing asymmetrically the quality of inputs sold to compet-
itors, for example.2 In an attempt to limit or preclude sabotage, regulators have
imposed parity requirements on VIPs. In essence, parity requirements compel the
VIP to provide the same services on the same terms and conditions to its retail
affiliate and to competitors.3

The question addressed in this research is whether parity requirements are suffi-
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of the VIP’s rivals more than it increases the VIP’s own marginal cost.15 This con-
clusion may not be surprising, as it indicates that the VIP will only raise its own
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avoidable upstream costs. In practice, this distinction can sometimes be difficult to
draw.

Third, the more differentiated are the retail products of the rival and the VIP,
the less likely is the VIP to find cost-increasing self-sabotage profitable,
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