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Abstract

Merged firms are typically rather complex organizations.
Accordingly, merger has a more profound effect on the structure of a
market than simply reducing the number of competitors. We show
that this may render horizontal mergers profitable and welfare-
improving even if costs are linear. The driving force behind these
results, which help to reconcile theory with various empirical findings,
is the assumption that information about output decisions flows more
freely within a merged firm.
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Devwudfw

Phujhg �upv duh w|slfdoo| udwkhu frpsoh{ rujdqlvdwlrqv1 Df0

fruglqjo|/ phujhu kdv d pruh surirxqg h�hfw rq wkh vwuxfwxuh

ri d pdunhw wkdq vlpso| uhgxflqj wkh qxpehu ri frpshwlwruv1

Zh vkrz wkdw wklv pd| uhqghu krul}rqwdo phujhuv sur�wdeoh dqg

zhoiduh�lpsurylqj hyhq li frvwv duh olqhdu1 Wkh gulylqj irufh eh0

klqg wkhvh uhvxowv/ zklfk khos wr uhfrqfloh wkhru| zlwk ydulrxv

hpslulfdo �qglqjv/ lv wkh dvvxpswlrq wkdw lqirupdwlrq derxw rxw0

sxw ghflvlrqv  rzv pruh iuhho| zlwklq d phujhg �up1
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�Zh wkdqn Mh� Iudqn dqg vhplqdu dxglhqfhv dw Kxperogw/ Ur|do Kroorzd|/ dqg

Vw1 Jdoohq iru pdq| ydoxdeoh frpphqwv1
|Ur|do Kroorzd|/ Z]E dqg Iuhlh Xqlyhuvlwçw Ehuolq/ dqg Qhz \run Xqlyhuvlw|

dqg Kxperogw Xqlyhuvlw| Ehuolq/ uhvshfwlyho|1 Fruuhvsrqglqj dxwkru= Vwh�hq Kxfn/

Ur|do Kroorzd|/ Xqlyhuvlw| ri Orqgrq/ Hjkdp/ Vxuuh| WZ53 3H[/ Xqlwhg Nlqjgrp/

hpdlo v1kxfnCukeqf1df1xn1
4Fkdqgohu +4<95, lv xvxdoo| fuhglwhg iru kdylqj ehhq wkh �uvw wr frqfhswxdol}h wkh

�P0irup�1 D ixuwkhu fodvvlfdo uhihuhqfh lv F|huw dqg Pdufk +4<96,1
5]h| dqg Vzhqvrq +4<<<, uhsruw vlplodu �qglqjv1
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6Lq d uhfhqw duwlfoh/ Qdxow dqg W|djl +5333, dujxh wkdw lpsuryhg frppxqlfdwlrq

whfkqrorjlhv pdnh krul}rqwdo dooldqfhv dqg rwkhu krul}rqwdo rujdql}dwlrq vwuxfwxuhv

pruh dwwudfwlyh dqg pruh suhydohqw wkdq wudglwlrqdo fhqwudolvhg vwuxfwxuhv1 Qdxow

dqg W|djl wdnh wklv lv d vwduwlqj srlqw iru prghoolqj frruglqdwlrq phfkdqlvpv lq

dooldqfhv ri jhrjudsklfdoo| glvshuvhg �upv1
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