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FTC Docket No. 9355: In the Matter of Pinnacle Entertainment, Inc. 
and Ameristar Casinos, Inc.

Background
In December 2012, Pinnacle Entertainment announced its  

$2.8 billion acquisition of Ameristar Casinos and filed merger 

papers with the Federal Trade Commission (FTC) in January 

2013. Pinnacle and Ameristar are both Nevada-based 

companies that own and operate casinos in a number of 

markets throughout the country. Pinnacle owns and operates 

nine casinos and horse racing facilities in five states, while 

Ameristar owns and operates eight casinos in six states and  

is in the process of building its ninth casino.

In May 2013, the FTC issued an administrative complaint 

against Pinnacle and Ameristar, challenging the merger. The 

FTC challenge alleges that the proposed deal would violate  

US antitrust law by reducing competition, which would lead  

to higher prices and lower quality for customers in the  

St. Louis, Missouri area, where the two companies are direct 

competitors, and the Lake Charles, Louisiana area, where  

the companies will begin to compete in 2014. 

The complaint also alleges that the transaction diminishes 

Pinnacle’s incentive to maintain or improve the quality of 

services and amenities to the detriment of casino customers 

in the St. Louis and Lake Charles markets. Additionally, in the 

St. Louis market, the complaint alleges that the transaction 

substantially increases the likelihood of coordinated interaction.

NERA’s Role
NERA was retained by the FTC as outside experts to evaluate 

the competitive impact of the proposed transaction in the  

St. Louis and Lake Charles markets. A NERA team led by  

Senior Vice President Dr. Chetan Sanghvi and Vice President  

Dr. Timothy Watts examined the appropriate definition of 

relevant product and geographic markets as  

well as competitive effects.

NERA found that the marketplace is strongly differentiated  

on multiple dimensions—spatial, vertical, and horizontal/

product. Through the rigorous use of data and careful review 

of the parties’ documents, the NERA team was able to 

locate both Pinnacle and Ameristar in differentiated product 

space and determine that the parties’ casinos were located 

particularly close in differentiated product space. NERA’s work 

indicated that, through their use of “loyalty card” programs, 

the parties practiced sophisticated price discrimination so as 

to charge substantially different prices to different individual 

consumers on the basis of their geographic locations and 

expressed preferences. 

As a result, NERA concluded empirically that a meaningful 

number of consumers would suffer a loss in competition  

for their patronage. Finally, NERA utilized a variety of natural 

experiments to investigate the question of whether the  

casinos competed in localized geographic markets or in  

a very broad (e.g., national or global) market for gambling  

or vacation destinations, and determined that competition  

was quite localized.



Dr. Sanghvi was prepared to testify at trial that his analysis of 

these issues led to the conclusion that the transaction would 

have had an adverse impact on competition in both markets. 

As with all NERA analyses, the ultimate conclusion that the 

proposed acquisitions were anticompetitive was derived as 

a fact-based answer to an inherently empirical question. The 

answer could well have gone the other way with a different 

fact pattern. For example, because NERA concluded that 

the Pinnacle and Ameristar casinos were uniquely close 

competitors, an acquisition of other casinos may not have  

led to a lessening of competition.

The Result
On 7 August 2013, Pinnacle reached agreements with the  

FTC and all relevant state regulatory authorities to divest 

Pinnacle’s Lumiere casino (and Four Seasons hotel) in 

downtown St. Louis as well as a new Ameristar casino and 

hotel development project in Lake Charles in order to resolve 

the competitive concerns and settle the pending litigation.

About NERA
NERA Economic Consulting (www.nera.com) is a global 

firm of experts dedicated to applying economic, finance, 

and quantitative principles to complex business and legal 

challenges. For over half a century, NERA’s economists have 

been creating strategies, studies, reports, expert testimony, 

and policy recommendations for government authorities and 

the world’s leading law firms and corporations. We bring 

academic rigor, objectivity, and real world industry experience 

to bear on issues arising from competition, regulation, public 

policy, strategy, finance, and litigation.

NERA’s clients value our ability to apply and communicate 

state-of-the-art approaches clearly and convincingly, our 

commitment to deliver unbiased findings, and our reputation 

for quality and independence. Our clients rely on the integrity 

and skills of our unparalleled team of economists and other 

experts backed by the resources and reliability of one of the 

world’s largest economic consultancies. With its main office in 

New York City, NERA serves clients from more than 25 offices 

across North America, Europe, and Asia Pacific. 
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