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Abstract
We compare pricing and exit decisions of discounters across the business cycle. Cities
containing high debt and/or low efficiency firms display higher prices during nonrecession years. During recessions, prices increase in cities with less efficient
incumbents, but decrease in cities with a mix of high and low debt firms. High debt firms
are more likely to exit cities with lower prices, and high debt exiting firms are more likely
to be efficient. Apparently, low debt firms strategically lower prices during recessions to
force exit of efficient, financially constrained rivals. Weaker competitors face another
cost. New entrants locate closer.
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