UNITED STATES OF AMERICA

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580
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{- The Proposed Franchise Act would make it more difficult for a brewer to enforce
1 contractual arrangements designed to reduce wholesale prices and to increase wholesaler
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‘ of distribution and to injure competition among both wholesalers and brewers. Accordingly, if
: enacted, the Proposed Franchise Act would likely lead to higher beer prices for California
consumers and may lead to less variety.

A. Reduction in Wholesaler Incentives to Take Actions that Increase Sales
The Proposed Franchise Act is likely to make 1t more difficult for brewers to ensure that

wholesalers take actions to increase demand for their product, and therefore is likely to deprive
California consumers of more intense competition among brewers.
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Suppliers (such as brewers) typlcally treat dlstnbutlon as one of many 1nputs involved in
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% demand for their products.’’ Indeed, even in circumstances where a wholesaler breached the
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Respectfully submitted,

Maureen K. Ohlhausen, Director
Office of Policy Planning
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Michael A. Salinger, Director
Bureau of Economics
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Susan A. Creighton, Director
Bureau of Competition
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