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When can regulation defer to competition for imposing price discipline? We show that high price–cost margins, reflecting scale/scope economies, in combination with demand complementarities serve to constrain the market power of the (de)regulated firm. Because price increases that produce even small reductions in demand can generate significant losses in contribution to joint/common costs, relatively modest amounts of competition may be sufficient for deregulation. To assist policymakers in their deliberations, a comparison of firm-specific price elasticities and critical price elasticities can be used to determine whether the (de)regulated firm would have incentives to raise prices post-deregulation. 
