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KILLER ACQUISITIONS Dynamic Competition Initiative
Note prepared by Sara Guidi and Anouk van der Veer

Cunningham et al��������GHٴQH�D�NLOOHU�RU�]RPELH�DFTXLVLWLRQ�DV�DQ�DFTXLVLWLRQ�LQ�ZKLFK�the start-up's innovation project is 
buried or abandoned due to the fear of a potential competitive threat.

The topic of "killer acquisitions" is rapidly gaining traction, both in the academic and policy world. In 
SDUWLFXODU��WKHUH�LV�D�JURZLQJ�FRQFHUQ�DERXW�WKH�DQWL�FRPSHWLWLYH�HٳHFWV�RI�ODUJH�WHFKٴ�UPV�DFTXLULQJ�
start-ups to "kill" competition. 

ACQUIRED

7RGD\��SROLF\PDNHUV�WDON�RI�NLOOHU�DFTXLVLWLRQV�PRUH�JHQHUDOO\��7KH�WHUP�LV�RIWHQ�XVHG�LQ�UHODWLRQ�WR�WKH�0	$�
DFWLYLW\�RI�WKH�ODUJH�WHFKQRORJ\ٴ�UPV�LQ�WKH�GLJLWDO�VHFWRU��DOVR�NQRZQ�DV��%LJ�7HFK���*DXWLHU�DQG�/DPHVFK���������
%LJ�7HFKٴ�UPV�DFTXLUH�PDQ\�VWDUW�XSV��7KH�*$)$0ٴ�UPV�Ȁ�*RRJOH��$SSOH��)DFHERRN��$PD]RQ��DQG�0LFURVRIW�Ȁ�
KDYH�ERXJKW�RYHUٴ�����UPV�EHWZHHQ������DQG�������)XUPDQ�et al���������7KHVH�QXPEHUV�FRPELQHG�ZLWK�WKH�
KLJK�FRQFHQWUDWLRQ�RI�GLJLWDO�PDUNHWV�DQG�WKH�DEVHQFH�RI�VXEVWDQWLDO�DQWLWUXVW�VFUXWLQ\�DUH�D�FDXVH�RI�FRQFHUQ�IRU�PDQ\��8QVXUSULVLQJO\��
UHIRUPLQJ�PHUJHU�FRQWURO�Ȁ�WKH�DQWLWUXVW�EUDQFK�UHVSRQVLEOH�IRU�SUHYHQWLQJ�DQWLFRPSHWLWLYH�FRQFHQWUDWLRQV�Ȁ�KDV�EHFRPH�D�IRFDO�WRSLF�RI�
GHEDWH�DPRQJ�DFDGHPLFV�DQG�SROLF\PDNHUV�

POLICY REFORM
9DULRXV�SROLF\�UHSRUWV�KDYH�VRXQGHG�WKH�DODUP�DERXW�WKH�DGYHUVH�LPSDFW�RI�VWDUW�XS�DFTXLVLWLRQV�RQ�FRPSHWLWLRQ��

> 0RWWD� DQG� 3HLW]� ������� SURYLGH� DQ� RYHUYLHZ� RI�
KRZ� VWDUW�XS� DFTXLVLWLRQ� UHGXFHV� FRQVXPHU�
ZHOIDUH��7KH�PDLQ�WKHRULHV�RI�KDUP�FHQWUH�DURXQG�
DGYHUVH�SULFH�HٳHFWV�ZKHQ�WZR�VLGHG�SODWIRUPV�DUH�
LQYROYHG��DQWL�FRPSHWLWLYH�FRPELQDWLRQV�RI�GDWD��RU�
PDNLQJ�D�PRUH�HٶFLHQW�FRPSHWLWRU�QRQ�YLDEOH��

notable examples

$XVWUDOLDQ�&RPSHWLWLRQ�DQG�&RQVXPHU�&RPPLVVLRQ��Ȅ'LJLWDO�3ODWIRUPV�,QTXLU\ȅ��������)LQDO�5HSRUW�
-DFTXHV� &U«PHU�� <YHV�$OH[DQGUH� GH�0RQWMR\H�� DQG�+HLNH� 6FKZHLW]HU�� Ȅ&RPSHWLWLRQ� 3ROLF\� IRU� WKH�
'LJLWDO�(UDȅ��������)LQDO�5HSRUW�IRU�WKH�(XURSHDQ�&RPPLVVLRQ�'LUHFWRUDWH�*HQHUDO�IRU�&RPSHWLWLRQ�
-DVRQ�)XUPDQ�et al��Ȅ8QORFNLQJ�'LJLWDO�&RPSHWLWLRQȅ��������5HSRUW�RI�WKH�'LJLWDO�&RPSHWLWLRQ�([SHUW�
3DQHO�
)LRQD� 6FRWW� 0RUWRQ� et al�� Ȅ&RPPLWWHH� IRU� WKH� 6WXG\� RI� 'LJLWDO� 3ODWIRUPV�� 0DUNHW� 6WUXFWXUH� DQG�
$QWLWUXVW�6XEFRPPLWWHHȅ��������6WLJOHU�&HQWHU�IRU�WKH�6WXG\�RI�WKH�(FRQRP\�DQG�WKH�6WDWH�
2(&'��Ȅ6WDUW�8SV��.LOOHU�$FTXLVLWLRQV�DQG�0HUJHU�&RQWUROȅ��������2(&'�%DFNJURXQG�1RWH�

Issues raised by start-up acquisitions

> :KHWKHU�D�VWDUW�XS�DFTXLVLWLRQ�LV�DQWL��RU�SUR�FRPSHWLWLYH�DOVR�GHSHQGV�RQ�WKH�FRXQWHUIDFWXDO��'RHV�WKH�VWDUW�XS�KDYH�WKH�DELOLW\�WR�
FRQWLQXH�LWV�LQQRYDWLYH�SURMHFW�DEVHQW�WKH�PHUJHU"�,I�VR��WKH�DFTXLVLWLRQ�LV�DQWL�FRPSHWLWLYH��,I��RQ�WKH�RWKHU�KDQG��WKH�VWDUW�XS�QHHGV�WKH�
LQFXPEHQW�WR�LQQRYDWH��RU�DW�OHDVW�WR�EULQJ�WKH�LQQRYDWLRQ�WR�PDUNHW���DQG�WKH�LQFXPEHQW�KDV�WKH�LQFHQWLYH�WR�GR�VR��WKH�DFTXLVLWLRQ�FDQ�
EH�SUR�FRPSHWLWLYH��$ٳHOGW�DQG�.HVOHU��������
> :KLOH� WKH� FRPSHWLWLRQ� FRQFHUQV� UDLVHG�E\� VWDUW�XS� DFTXLVLWLRQV� DUH�ZHOO� XQGHUVWRRG��PRVW� WUDQVDFWLRQV� HVFDSH� DQWLWUXVW� VFUXWLQ\��
6WDUW�XSV�RIWHQ�GR�QRW�DFKLHYH�D�WXUQRYHU�WKDW�PHHWV�WKH�QRWLٴFDWLRQ�WKUHVKROGV�VSHFLٴHG�LQ�PHUJHU�ODZV��7KLV�LV�SDUWLFXODUO\�WUXH�LQ�WKH�
GLJLWDO�HFRQRP\��ZKHUH�VWDUWXSV�PXVW�EXLOG�D�ODUJH�XVHU�EDVH�EHIRUH�PRQHWLVLQJ�WKHLU�SURGXFW��0RWWD�DQG�3HLW]���������/DUJHٴ�UPV�FDQ�
WKXV�DFTXLUH�QDVFHQW�ULYDOV�RU�FRPSOHPHQWRUV�ZLWKRXW�WRR�PXFK�VFUXWLQ\�IURP�FRPSHWLWLRQ�DJHQFLHV�

Recent legal and policy developments
$URXQG�WKH�ZRUOG��SROLF\PDNHUV�DUH�WDNLQJ�VWHSV�WR�EULQJ�VWDUW�XS�DFTXLVLWLRQV�XQGHU�WKH�MXULVGLFWLRQ�RI�WKHLU�FRPSHWLWLRQ�DXWKRULWLHV��

notable examples

Austria and Germany 
KDYH� FRPSOHPHQWHG� WKH�
WUDGLWLRQDO� WXUQRYHU�EDVHG�
WKUHVKROGV�ZLWK�WKUHVKROGV�
EDVHG�RQ�WKH�YDOXH�RI� WKH�
WUDQVDFWLRQ��ZKLFK�LV�RIWHQ�
KLJK�LQ�GLJLWDO�PDUNHWV��

,Q� WKH� (8�� WKH� (XURSHDQ� &RPPLVVLRQ� KDV�
SXEOLVKHG�LWV�QHZ�JXLGDQFH�RQ�$UWLFOH����RI�WKH�
0HUJHU� 5HJXODWLRQ�� $� QDWLRQDO� FRPSHWLWLRQ�
DXWKRULW\��1&$��FDQ�QRZ�UHIHU�FRQFHQWUDWLRQV�WR�
WKH� &RPPLVVLRQ� ZKHQ� LW� KDV� QR� QDWLRQDO�
MXULVGLFWLRQ��7KHVH�FRQFHQWUDWLRQV�GR�QRW�KDYH�WR�
UHDFK�WKH�WXUQRYHU�WKUHVKROGV�QRU�EH�ZLWKLQ�WKH�
MXULVGLFWLRQ� RI� WKH� 1&$�� 7KH� *HQHUDO� &RXUW�
UHFHQWO\� DSSURYHG� WKH� QHZ� UHIHUUDO� V\VWHP� LQ�
Illumina/Grail.

,Q� WKH� United States�� RQH� FDQ� H[SHFW�
LQFUHDVHG� VFUXWLQ\� WKURXJK� ex post merger 
UHYLHZV�� DV� WKH� )HGHUDO� 7UDGH� &RPPLVVLRQ�
�)7&��KDV�DQQRXQFHG�D�SROLF\�UHYLHZ�RI�DOO�SDVW�
%LJ�7HFK�DFTXLVLWLRQV��LUUHVSHFWLYH�RI�WKHLU�VL]H���
0HDQZKLOH�� WKH� )7&� KDV� VXHG� )DFHERRN� WR�
XQZLQG� WKH� DFTXLVLWLRQV� RI� ,QVWDJUDP� DQG�
:KDWV$SS�� ZKLFK� DUJXDEO\� VKRXOG� QRW� KDYH�
EHHQ� DSSURYHG� DW� WKH� WLPH� �$UJHQWHVL� et al, 
2020). 

1

7KH�WHUP��NLOOHU�DFTXLVLWLRQV��ZDV�LQWURGXFHG�E\�&XQQLQJKDP�et al��������LQ�DQ�HPSLULFDO�SDSHU�RQ�WKH�SKDUPDFHXWLFDO�LQGXVWU\���7KH�VWXG\�
VKRZHG�WKDW�����WR������RI�WKH�DFTXLVLWLRQV�LQ�WKH�SKDUPDFHXWLFDO�LQGXVWU\�FRQIRUPHG�WR�WKHLU�GHٴQLWLRQ�RI�D�NLOOHU�DFTXLVLWLRQ�� GHٴQLWLRQ

1

1 7KH�SDSHU�ZDV�UHYLVHG�LQ�������7KH������YHUVLRQ�DOUHDG\�DFTXLUHG�ZLGHVSUHDG�SRSXODULW\��WR�WKH�SRLQW�WKDW��LW�ZDV�WKH�RQO\�DFDGHPLF�SDSHU�WKDW�
HFRQRPLFV�1REHO�SUL]H�ZLQQHU�-HDQ�7LUROH�UHIHUUHG�WR�LQ�KLV�RSHQLQJ�VSHHFK�WR�WKH�(XURSHDQ�&RPPLVVLRQȅV�
6KDSLQJ�FRPSHWLWLRQ�SROLF\�LQ�WKH�HUD�RI�
GLJLWLVDWLRQ
�FRQIHUHQFH�LQ�-DQXDU\��������+ROPVWU¸P�et al��������

2 7KH� $XVWULDQ� DQG� *HUPDQ� FRPSHWLWLRQ� DXWKRULWLHV� KDYH� MRLQWO\� SXEOLVKHG� JXLGHOLQHV� RQ� WKH� WKUHVKROGV�� 6HH� %XQGHVNDUWHOODPW� DQG�
%XQGHVZHWWEHZHUEVEHK¸UGH���*XLGDQFH�RQ�7UDQVDFWLRQ�9DOXH�7KUHVKROGV�IRU�0DQGDWRU\�3UH�PHUJHU�1RWLٴFDWLRQ��6HFWLRQ������D��*:%�DQG�6HFWLRQ���
���� .DUW*��� �������� (QJOLVK� FRXUWHV\� WUDQVODWLRQ� DYDLODEOH� DW� KWWSV���EZE�JY�DWٴ�OHDGPLQ�XVHUBXSORDG�'RZQORDGV�VWDQGSXQNWH�������
��B*XLGDQFHB7UDQVDFWLRQB9DOXHB7KUHVKROGV�SGI�

3 6HH�&RPPLVVLRQ�*XLGDQFH�RQ�WKH�DSSOLFDWLRQ�RI�WKH�UHIHUUDO�PHFKDQLVP�VHW�RXW�LQ�$UWLFOH����RI�WKH�0HUJHU�5HJXODWLRQ�WR�FHUWDLQ�FDWHJRULHV�RI�FDVHV��
&�����������QDOٴ�

4 7��������Illumina v Commission [2022].
5 )7&�� �)7&� WR� ([DPLQH� 3DVW� $FTXLVLWLRQV� E\� /DUJH� 7HFKQRORJ\� &RPSDQLHV�� �SUHVV� UHOHDVH�� ��� )HEUXDU\� ������

�KWWSV���ZZZ�IWF�JRY�QHZV�HYHQWV�QHZV�SUHVV�UHOHDVHV���������IWF�H[DPLQH�SDVW�DFTXLVLWLRQV�ODUJH�WHFKQRORJ\�FRPSDQLHV!�
6 )RU�XSGDWHV�RQ�WKH�FDVH��VHH��KWWSV���IWF�JRY�OHJDO�OLEUDU\�EURZVH�FDVHV�SURFHHGLQJV����������IDFHERRN�LQF�IWF�Y!�
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THE OTHER SIDE OF THE COIN: DYNAMIC COMPETITION

> *DXWLHU�DQG�/DPHVFK��������VKRZ�WKDW�NLOOHU�DFTXLVLWLRQV�DUH�H[WUHPHO\�rare. 
> 7R�EH�FRQVLGHUHG�D�NLOOHU�DFTXLVLWLRQ��DFFRUGLQJ�WR�WKHLU��SHUKDSV�UHVWULFWLYH��GHٴQLWLRQ��DQ�DFTXLVLWLRQ�VKRXOG�

1 EH�LQ�WKH�FRUH�VHJPHQW�RI�WKH�DFTXLUHU FRQWLQXH�XQGHU� WKH�RULJLQDO�EUDQG�
QDPH�DIWHU�DFTXLVLWLRQ

KDYH�D�VXEVWDQWLDO�XVHU�EDVH

7KH�DXWKRUVٴ�QG�WKDW�RQO\���RXW�RI�WKH�����*$)$0�DFTXLVLWLRQV�RYHU�WKH�\HDUV������������)DFHERRNȅV�DFTXLVLWLRQ�RI�
0DVTXHUDGH��IXOٴOV�WKH�WKUHH�FRQGLWLRQV�

2 3

> 6RPH�ZRUNV�HPSKDVL]H�LQFXPEHQWVȅ�GHVLUH�WR�FRQWURO�XQLTXH�FDSDELOLWLHV�GHYHORSHG�LQ�WKH�VWDUW�XS��
$V�&DEUDO��������SXW�LW���:KDW�LV�VSHFLDO�DERXW�PDQ\�DFTXLVLWLRQV�LV�WKDW�
WKH� 
JLDQW
� LV�QRW�VLPSO\� 
NLOOLQJ
�D�SRWHQWLDO� ULYDO�EXW� UDWKHU�DFTXLULQJ�D�
WHFKQRORJ\�WKDW�FRPSOHPHQWV�WKH�LQFXPEHQWȅV�DVVHWV��

> $FTXLVLWLRQV�FDQ�EH�SURPSWHG�E\�FRQVLGHUDWLRQV�DV�GLYHUVH�DV�
WHFKQRORJ\� WUDQVIHU� �&DEUDO�� ������� TXDOLW\� XSJUDGLQJ�� RU�
SURGXFW�SRUWIROLR�H[SDQVLRQ��0DQQH��%RZPDQ�DQG�$XHU���������
> 7KH�HٳHFW�RQ�FRPSHWLWLRQ�RI��FROODERUDWLYH�DFTXLVLWLRQV���ZKLFK�LQYROYH�MRLQLQJ�5	'�FDSDFLWLHV��LV�GHEDWHG��/XQGTYLVW���������:KLOH�
5	'�FROODERUDWLRQV�HQKDQFH�WKH�HٶFLHQW�GHYHORSPHQW�RI�QHZ�JRRGV�DQG�FUHDWH�V\QHUJLHV��WKH\�FDQ�DOVR�PRGLI\�WKH�DOORFDWLRQ�RI�
UHVRXUFHV�WR�5	'�LQ�ZD\V�LQ�WKDW�DOWHU�IXWXUH�LQQRYDWLRQ��

> $�VWUDQG�RI�OLWHUDWXUH�KDV�DOVR�GHYHORSHG�RQ��acquihiring���*LO���������$Q�DFTXLVLWLRQ�FDQ�EH�DQ�HٶFLHQW�ZD\�WR�KLUH�D�VWDUW�XSȅV�KXPDQ�
FDSLWDO�E\�UHGXFLQJ�WKH�WUDQVDFWLRQ�FRVWV�RI�PXOWLSOH�HPSOR\PHQW�QHJRWLDWLRQV�DQG�DYRLGLQJ�ODERU�PDUNHW�IULFWLRQV��
> Cunningham et al��������GR�QRWٴ�QG�VLJQLٴFDQW�HYLGHQFH�VXSSRUWLQJ�WKH�K\SRWKHVLV�RI�DFTXLVLWLRQ�E\�KLULQJ�LQ�WKH�SKDUPDFHXWLFDO�VHFWRU��
> 7KLV�VHHPV�WR�EH�GLٳHUHQW�LQ�GLJLWDO�FRQJORPHUDWHV��2XLPHW�DQG�=DUXWVNLH��������.LP���������,Q�SDUWLFXODU��LQ�LQQRYDWLRQ�LQWHQVLYH�
����$UURZ�et al��3HWLW���������DQG��WHFKQLFDO�PDQDJHUV��HPERG\�LPSRUWDQW�NQRZOHGJH��'�LV�ODERXU�LQWHQVLYH	UPV���5ٴ�����

7KH�GLٳHUHQFHV�EHWZHHQ�WKH�SKDUPDFHXWLFDO�DQG�GLJLWDO�VHFWRUV�LQYLWH�FDXWLRQ�LQ�WKH�WUDQVIHUDELOLW\�RI�WKHٴ�QGLQJV��HVSHFLDOO\�LQ�WKH�DEVHQFH�RI�HPSLULFDO�YHULٴFDWLRQ���

+ +

note

2

,Q�DGGLWLRQ�WR�WKH�DERYH�GHYHORSPHQWV��WKHUH�LV�DQ�HPHUJLQJ�WUHQG�WRZDUGV�ex ante regulation�WR�KHOS�WDFNOH�VWDUW�XS�DFTXLVLWLRQV��ERWK�
DW�WKH�(XURSHDQ�DQG�WKH�QDWLRQDO�OHYHO�

,Q�WKH�EU��WKH�UHFHQWO\�DGRSWHG�'LJLWDO�0DUNHWV�$FW��'0$��UHTXLUHV�JDWHNHHSHUV�
WR� LQIRUP� WKH� &RPPLVVLRQ� EHIRUH� LPSOHPHQWLQJ� DQ\� DFTXLVLWLRQ� LQYROYLQJ� D�
WDUJHW� WKDW� SURYLGHV� D� FRUH� SODWIRUP� VHUYLFH�� IDFLOLWDWHV� GDWD� FROOHFWLRQ�� RU�
SURYLGHV� DQ\� RWKHU� VHUYLFH� LQ� WKH� GLJLWDO� VHFWRU�� ,Q� WXUQ�� WKH� &RPPLVVLRQ� FDQ�
LQIRUP�WKH�0HPEHU�6WDWHV�VR�WKDW�WKH\�FDQ�UHIHU�WKHVH�DFTXLVLWLRQV�Ȁ�RQ�WKH�EDVLV�
RI�WKH�QHZ�UHIHUUDO�PHFKDQLVP�Ȁ�WR�WKH�&RPPLVVLRQ�IRU�UHYLHZ�

,Q�WKH�United Kingdom��SODWIRUPV�ZLWK�D�VWUDWHJLF�
PDUNHW�VWDWXV�PXVW�VLPLODUO\�UHSRUW�DOO�DFTXLVLWLRQV�
WR�WKH�&RPSHWLWLRQ�DQG�0DUNHWV�$XWKRULW\��

notable examples

7

8

7 5HJXODWLRQ��(8������������RI�WKH�(XURSHDQ�3DUOLDPHQW�DQG�RI�WKH�&RXQFLO�RI����6HSWHPEHU������RQ�FRQWHVWDEOH�DQG�IDLU�PDUNHWV�LQ�WKH�GLJLWDO�VHFWRU�
DQG�DPHQGLQJ�'LUHFWLYHV��(8������������DQG��(8�������������'LJLWDO�0DUNHWV�$FW���DUW����

8 8.�*RYHUQPHQW���&RQVXOWDWLRQ�RXWFRPH��$�1HZ�3UR�&RPSHWLWLRQ�5HJLPH�IRU�'LJLWDO�0DUNHWV�Ȁ�*RYHUQPHQW�5HVSRQVH�WR�&RQVXOWDWLRQ�����0D\��������

9DULRXV�ZRUNV�LQ�WKH�OLWHUDWXUH�RٳHU�D�FRXQWHUZHLJKW�WR�WKH�DQ[LHW\�ZLWQHVVHG�LQ�SROLF\�FLUFOHV��

> 2WKHU�KDYH�H[SORUHG�alternative explanations�IRU�WKH�KLJK�UDWH�RI�VWDUW�XS�DFTXLVLWLRQV��7KHVH�H[SODQDWLRQV�ZRXOG�FRXQVHO�FDXWLRQ�LQ�
XVLQJ�WKH�WHUP�NLOOHU�DFTXLVLWLRQ�

9 /XQGTYLVW�QRWHV�WKDW��DFFRUGLQJ�WR�-RUGH�DQG�7HHFH��FROODERUDWLRQ�LQ�LQGXVWULHV�ZLWK�UDSLG�WHFKQRORJ\�FKDQJH�LV�XQOLNHO\�WR�LQMXUH�FRPSHWLWLRQ�DW�DOO��6HH�
H�J���7KRPDV�-RUGH�DQG�'DYLG�7HHFH���������������+RZHYHU��WKLV�VWDQGSRLQW�LV�QRW�XQLYHUVDOO\�VKDUHG��VHH�-RVHSK�%URGOH\��������

> )XPDJDOOL��0RWWD�DQG�7DUDQWLQR��������HPSKDVLVH�WKH�SUR�FRPSHWLWLYH�HٳHFWV�RI�VWDUW�XS�DFTXLVLWLRQV�
> 6WDUW�XSV�PLJKW�ODFN�WKH�DVVHWV�QHHGHG�WR�REWDLQ�H[WHUQDO�IXQGLQJ��,Q�WKH�SUHVHQFH�RIٴ�QDQFLDO�FRQVWUDLQWV��LQFXPEHQWVȅ�WDNHRYHUV�
LQFUHDVH�WKH�FKDQFHV�WKDW�LQQRYDWLRQ�UHDFKHV�WKH�PDUNHW��
> 7KH�FDYHDW�LV�WKDW�DFTXLVLWLRQV�VKRXOG�RFFXU�DW�WKH�HDUO\�VWDJH�RI�LQQRYDWLRQ�GHYHORSPHQW�ZKHQ�DFFHVV�WR�IXQGLQJ�LV�VWLOO�IXQGDPHQWDO��

> $QRWKHU�IDPLO\�RI�ZRUNV�IRFXVHV�RQ�KRZ�LQFXPEHQWV�LQٵXHQFH�IXWXUH�innovation��6RPH�FRQVLGHU�WKDW�YHQWXUH�FDSLWDOLVWV��9&V��DYRLG�LQYHVWPHQW�
LQ�SURGXFW�VSDFHV�ZLWK�ORZ�H[SHFWHG�YDOXH�GXH�WR�PRQRSRO\�LQFXPEHQF\��7KH\�UHIHU�WR�WKLV�LVVXH�DV��kill zones���GHQRWLQJ�WKH�LGHD�WKDW�WKH�HQWU\�
RI�VWDUW�XSV�LQ�PDUNHWV�WR�ZKLFK�%LJ�7HFKV�KDYH�HDV\�DFFHVV�LV�KDUG�WRٴ�QDQFH��.DPHSDOOL��5DMDQ�DQG�=LQJDOHV��������+DWKDZD\���������

> ,Q� D� NLOO� ]RQH� VHWWLQJ�� WKH� YDOXH� RI� LQQRYDWLYH� HQWUDQWV� ZKR� GHYHORS� SURGXFWV� WKDW� DUH� VLPLODU� RU� DGMDFHQW� WR� DQ� LQFXPEHQW�
PRQRSRO\� PD\� EH� UHGXFHG�� 3URVSHFWLYH� SD\RٳV� GHFUHDVH�� DQG� D� NLOO� ]RQH� LV� FUHDWHG�� $� SDWWHUQ� RI� VWDUW�XS� DFTXLVLWLRQV� E\�
LQFXPEHQWV�PD\�VLJQDO�WKHLU�DELOLW\�WR�MXPS�LQWR�QHZ�PDUNHWV��GHWHUULQJ�VWDUW�XSVȅ�LQFHQWLYHV�WR�LQQRYDWH�DQG�FUHDWH�QHZ�PDUNHWV��

The kill zone theory KROGV�WKDW�WKHUH�DUH�SURGXFW�DUHDV�DURXQG�WKH�%LJ�7HFKٴ�UPV�ZKHUH�QR�RQH�ZLOO�IXQG�D�QHZ�FRPSDQ\. 
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3

SUFFICIENT EMPIRICAL EVIDENCE?

> 6RPH�ZRUNV�KDYH�UHٴQHG�WKH�WKHRU\�RI�NLOO�]RQHV�WR�VXJJHVW�WKDW�VWDUW�XSV�UDUHO\�LQWHQG�WR�GHYHORS�substitutes IRU�LQFXPEHQW�SURGXFWV��
%U\DQ�DQG�+RYHQNDPS��������GHPRQVWUDWH�D�ELDV�RI�HQWUDQWV�WRZDUG�LQQRYDWLRQV�WKDW�LPSURYH�WKH�OHDGHUVȅ�WHFKQRORJ\�

Given the above, calls for a stricter merger policy require careful scrutiny��$�VWULFWHU�PHUJHU�SROLF\�PLJKW�FDWFK�WUDQVDFWLRQV�ZLWKRXW�D�
NLOOHU�DFTXLVLWLRQ�SXUSRVH�RU�HٳHFW�DQG�PLJKW�XQGHUPLQH�HQWUDQWVȅ�LQQRYDWLRQ�LQFHQWLYHV��&DEUDO��������/HWLQD��6FKPXW]OHU�DQG�6HLEHO��������

> &UHGLW�FRQVWUDLQHG� VWDUW�XSV� PD[LPL]H� WKH� RSSRUWXQLWLHV� RI� ODXQFKLQJ� WKHLU� SURGXFW� LI� WKH� OHDGHU� FDQ� DFTXLUH� WKHP�� ,QGHHG��
DFTXLVLWLRQ�E\�LQFXPEHQWV�UHSUHVHQWV�WKH�SUHYDOHQW�H[LW�VWUDWHJ\�IRU�VWDUW�XSV��/HPOH\�DQG�0F&UHDU\����������)URP�WKLV�SHUVSHFWLYH��
DFTXLVLWLRQV�DOORZ�LQQRYDWLRQV�WR�UHDFK�WKH�PDUNHW��

> 8OWLPDWHO\��ZKHWKHU�D�SURKLELWLRQ�RI�PHUJHUV�LQFUHDVHV�RU�GHFUHDVHV�HQWUDQWVȅ�LQFHQWLYHV�WR�LQYHVW��LQQRYDWH�DQG�FRPSHWH�GHSHQGV�RQ�WKH�
FKDUDFWHULVWLFV�RI�WKH�FRQFHUQHG�PDUNHW��.DW]���������

CONCLUSION

(PSLULFDO�GDWD�RQ�WKH�FRPSHWLWLYH�HٳHFWV�RI�%LJ�7HFK�DFTXLVLWLRQV�DUH�VWLOO�scarce �$ٳHOGW�DQG�.HVOHU���������

> *DXWLHU�DQG�/DPHVFK��������REVHUYH�WKDW�GLJLWDO�LQFXPEHQWV�WHQG�WR�DFTXLUH�VWDUW�XSV�LQ�WKHLU�FRUH�VHJPHQW�
> :KLOH�QRWLQJ�WKDW�VXFK�DFTXLVLWLRQV�XVXDOO\�UHVXOW�LQ�WKH�VKXWGRZQ�RI�WKH�VWDUW�XS��WKH�DXWKRUV�DOVR�ZDUQ�DJDLQVW�DQ�RYHUUHSUHVHQWDWLRQ�
RI�WKH�SKHQRPHQRQ�

> .RVNL��.¦VVL�DQG�%UDHVHPDQQ�������ٴ�QG�WKDW�WDNHRYHUV�E\�WHFKQRORJ\�JLDQWV�UHGXFH�PDUNHW�HQWU\�UDWHV�DQG�GHFUHDVH�DYDLODEOH�YHQWXUH�
FDSLWDO�IXQGLQJ�LQ�WKH�WDUJHW�SURGXFW�PDUNHWV��
> ,Q� WKH� ORQJ� UXQ�� WKH�HPHUJHQFH�RI� NLOO� ]RQHV�FDQ�ZHDNHQ� LQFXPEHQWVȅ� LQFHQWLYHV� WR� LQQRYDWH�� ,Q� WKH�VKRUW� UXQ�� WKH�HٳHFW�RI� VXFK�
DFTXLVLWLRQV�RQ�FRQVXPHU�ZHOIDUH�UHPDLQV�XQNQRZQ��

.RVNL��.¦VVL�DQG�%UDHVHPDQQ��������KLJKOLJKW�WKDW��DQ�LQFUHDVHG�FRQFHQWUDWLRQ�RI�SODWIRUP�RZQHUVKLS�WR�GDWD�JLDQWV�YLD�WKHLU�DFTXLVLWLRQV�
SRVHV�D�WKUHDW�QRW�RQO\�WR�WKH�FRPSHWLWLRQ�LQ�SODWIRUP�PDUNHWV�EXW�DOVR�LQ�WKRVH�PDUNHWV�RٳHULQJ�FRPSOHPHQWDU\��WUDGLWLRQDO�SURGXFWV��

> ,I� LW� LV�WUXH�WKDW�WKH�HٳHFW�RI�DFTXLVLWLRQV�RQ�LQFHQWLYHV�WR�LQQRYDWH�YDULHV�ZLGHO\�ZLWK�PDUNHW�VSHFLٴF�FKDUDFWHULVWLFV��.DW]���������WKH�
�F�UHJXODWRU\�DSSURDFKHV�FDQ�EH�FKDOOHQJLQJٴ������VXJJHVW�WKDW�WKH�GHYHORSPHQW�RI�VHFWRU�VSHFL��QGLQJV�RI�.RVNL��.¦VVL�DQG�%UDHVHPDQQٴ

�QG�WKDW�DERXW�KDOI�RI�WKH�DSSV�DFTXLUHG�E\�*$)$0ٴ�\������DQDO\VH�SURGXFW�OHYHO�GDWD�IURP�WKH�*RRJOH�3OD\�6WRUH��7KH��HOGW�DQG�.HVOHUٳ$ <
DUH�GLVFRQWLQXHG��ZKLOH�FRQWLQXHG�DSSV�EHFRPH�IUHH�RI�FKDUJH�EXW�UHTXHVW�PRUH�SULYDF\�VHQVLWLYH�SHUPLVVLRQV��
> 7KHLU�UHVHDUFK�DOVR�VXJJHVWV�WKDW�WKH�HٳHFW�RI�WKH�DFTXLVLWLRQV�RQ�FRPSHWLWLYHQHVV�GRHV�QRW�GHSHQG�RQO\�RQ�WKH�PHUJLQJٴ�UPV��7KH�
DQDO\VLV�VKRXOG�DOVR�FRQVLGHU�WKH�HٳHFWV�RQ�FRPSHWLQJٴ�UPV��DQG��LQ�FDVH�RI�PXOWL�SURGXFWٴ�UPV��SRWHQWLDO�VSLOORYHUV�RU�UHDOORFDWLRQ�RI�
HٳRUWV�WR�RWKHU�SURGXFW�PDUNHWV��

.LOOHU�DFTXLVLWLRQV�FRQVWLWXWH�D�VWURQJ�HFRQRPLF��narrative���DV�1REHO�SUL]H�HFRQRPLVW�5REHUW�6KLOOHU�ZRXOG�VD\���������7KH�LGHD�FDOOV�WR�
LQWXLWLRQ��:KHUHDV� WKH� LQWXLWLRQ�PD\�KROG� IRU� WKH�SKDUPDFHXWLFDO� LQGXVWU\�� WKH� OLWHUDWXUH� VKRZHG� WKDW� WKH�QDUUDWLYH� FDQQRW� VLPSO\�EH�
H[WHQGHG�WR�WRGD\ȅV�%LJ�7HFKٴ�UPV��

7RGD\�� WKH�GLVFXVVLRQ� LV� FKDUDFWHULVHG�E\� WZR�VHWV�RI� YLHZV��2QH�VWUDQG�RI� WKH� OLWHUDWXUH�FRQVLGHUV� NLOOHU�DFTXLVLWLRQV� WR�EH�D�JHQHUDO�
SUREOHP��7KLV�OLWHUDWXUH�FDOOV�IRU�SROLF\�UHIRUP�LQ�WKH�IRUP�RI�VWULFWHU�PHUJHU�FRQWURO��VXFK�DV�0	$�EDQV�RU�UHYHUVDOV�RI�WKH�EXUGHQ�RI�SURRI�
RQ�PHUJLQJٴ�UPV��$QRWKHU�VWUDQG�RI�WKH�OLWHUDWXUH�KLJKOLJKWV�WKH�PXOWLGLPHQVLRQDOLW\�RI�WKH�LVVXH��7KH�GHDUWK�ODFN�RI�HPSLULFDO�HYLGHQFH�
DٳHFWV�ERWK�VLGHV�RI�WKH�GHEDWH��'HYHORSLQJ�DQ�RSWLPDO�FRPSHWLWLRQ�SROLF\�UHVSRQVH�IRU�WKH�GLJLWDO�HFRQRP\�FDQQRW�EH�JURXQGHG�RQ�
UHVHDUFK�GHYHORSHG� DURXQG� WKH�SKDUPDFHXWLFDO� VHFWRU�� &RQVHTXHQWO\�� HFRQRPLF�empirical research is needed to understand the 
HٳHFWV� RI� VWDUW�XS� DFTXLVLWLRQV� RQ� SRVW�PHUJHU� FRPSHWLWLRQ�� LQFHQWLYHV� WR� LQQRYDWLRQ� DQG�� XOWLPDWHO\�� JDLQV� RU� ORVVHV� LQ�
consumer welfare.�6XFK�UHVHDUFK�FRXOG�LQIRUP�WKH�DGDSWDWLRQ�RI�PHUJHU�SROLFLHV�WR�WKH�VSHFLٴFLWLHV�RI�GLJLWDO�PDUNHWV��/DFNLQJ�WKRVH�
LQVLJKWV��UHJXODWRU\�DFWLRQ�ZLOO�EH�QRWKLQJ�OHVV�WKDQ�EOLQG�

> $V�WKH�DXWKRUV�DFNQRZOHGJH��WKH�HPSLULFDO�HYLGHQFH�RQ�NLOO�]RQHV�UHIHUHQFHG�DERYH�KDV�OLPLWDWLRQV�
> $QHFGRWDOO\��VRPH�9&V�FRQٴUP�WKH�NLOO�]RQHȅV�H[LVWHQFH��6FKHFKWHU���������ZKLOH�RWKHUV�WKURZ�GRXEW�RQ�WKH�LGHD��VXJJHVWLQJ�LW�LV�DQ�
H[FHVVLYH�FKDUDFWHUL]DWLRQ���%HVLGHV��WKH�ZRUOG�ZLWQHVVHG�LQ������WKDW�*RRJOH��$PD]RQ��$SSOH�RU�)DFHERRNȅV�VXSSRVHG�NLOO�]RQHV�GLG�
QRW�PDNH�WKH�HQWU\�DQG�H[SDQVLRQ�RI�=RRP�LQ�WKH�DGMDFHQW�VHJPHQW�RI�YLGHR�FDOOV�LPSRVVLEOH��
> 7KHVH�DQHFGRWHV�KLJKOLJKW�D�ZHOO�NQRZQ�DUJXPHQW�IURP�WKH�EXVLQHVV�DQG�PDQDJHPHQW�OLWHUDWXUH��LQFXPEHQWٴ�UPV�DUH�YLFWLPV�RI�
LQHUWLD�DQG�P\RSLD��IDLOLQJ�WR�VSRW�YDOXH�FUHDWLRQ�RSSRUWXQLWLHV�VRPHWLPHV�YHU\�FORVH�WR�WKHLU�FRUH�PDUNHWV��&KULVWHQVHQ��������

10 6HH� H�J��� .DWH� &ODUN�� Ȅ0DUF� $QGUHHVVHQȅV� 6HFUHW� :HDSRQ� IRU� )LQGLQJ� 6WDUWXS� ,QYHVWPHQWVȅ� �The Information, ��� )HEUXDU\� ������
�KWWSV���WKHLQIRUPDWLRQ�FRP�DUWLFOHV�PDUF�DQGUHHVVHQV�VHFUHW�ZHDSRQ�IRUٴ�QGLQJ�VWDUWXS�LQYHVWPHQWV!��0DUF�$QGUHHVHQ�LV�D�WHFK�YHQWXUH�FDSLWDOLVW�
ZKR��LQ�SDUWLFXODU��LQYHVWV�LQ�VWDUW�XSV��

11 0DQ\�SDSHUV�KDYH�EHHQ�ZULWWHQ�RQ�FUHDWLYH�GHVWUXFWLRQ�RI�LQFXPEHQWV�E\�QHZٴ�UPV��VHH�H�J���%HUJHN�et al���������0RUH�QXDQFHG�WKHRULHV�RI�LQFXPEHQW�
IDLOXUH�KDYH�DOVR�EHHQ�SUHVHQWHG��VHH�H�J���6XQJZRRN��.DOZDQL�DQG�5RELQVRQ��������DQG�7RQJXU�DQG�(QJZDOO��������

11

10

12

12 ,Q�IDFW��VWDUW�XSV�DUH�PRUH�NHHQ�RQ�EHLQJ�DFTXLUHG�E\�WKH�PDUNHW�OHDGHU�WKHQ�E\�WKH�ODJJDUGٴ�UPV�
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