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Abstract

This study constructs a model of anticompetitive exclusive contracts in the pres-
ence of complementary inputs. A downstream firm transforms multiple complementary
inputs into final products. When complementary input suppliers have market power,
the upstream competition in a certain input market benefits not only a downstream firm
by lowering the input price but also complementary input suppliers by raising comple-
mentary input prices. Thus, the downstream firm cannot earn higher profits even when
socially efficient entry is allowed. Hence, the inefficient incumbent supplier can deter so-
cially efficient entry by using exclusive contracts even in the absence of scale economies
and downstream competition.
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