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4 The Herfindahl-Hirschman Index (HHI) is calculated as follows :
HHI= S;2+ S;2 + S32 + ...+ Su?  (where Si is the market share of firm i, and i ranges from 1 to n ).
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The HHI index can range from close to zero to 10000 ; The closer a market is to being a monopoly the higher
the HHI index. Conversely, if there were thousands of firms competing in an industry, each firm would have nearly
0 percent market share, and the HHI index would be close to zero. Thus, a near to zero HHI index indicates nearly
perfect competition.

Three HHI levels help identify the characteristics of product market concentration, as follows :
Unconcentrated Market : HHI below 1500 ;
Moderately Concentrated Markets : HHI between 1500 and 2500 ;
Highly Concentrated Markets : HHI above 2500.

(Source : Horizontal Merger Guidlines 2010, US Depratment of Justice and Federal Trade Commission).
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