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This  dissertat i on studies  several  models  o f  conglomerate  
mergers .   They  are  de f ined  as  mergers  that  are  nei ther  horizonta l  
nor  vert i ca l .   The e f fects  o f  cong lomerate  mergers  on compet i t ion  
are  usual ly  neglec ted  by  compet i t ion  authori t ies  l ike  the  European 
Commission.  

This  di sserta t ion has  four  chapters ,  and Chapter  1  i s  an  
introduct ion.  

Chapter  2  s tudies  a  model  where  o l igopol i s t i c  f i rms in  
technolog ica l ly  re lated two  markets  consider  cong lomerate  mergers 
in  order  to  shi f t  R&D capabi l i t ies .   Each market  i s  a  duopol i st i c  
Cournot  market .   Ini t ia l ly ,  only  the  f i rms in  one  o f  the  two markets  
have  a  cost - reducing  R&D techno logy .   A conglomerate  merger ,  a  
merger  between f i rms in  di f ferent  markets ,  a l lows the  f i rm in  the  
other  market  to  use  the  technology .   The f i rms merge  i f  and only  i f  
thei r  to ta l  pro f i ts  f rom the  subsequent  R&D compet i t ion and 
Cournot  compet i t ion  in  the  two  markets  increase  by  the  merger .   
The author  ful l y  character izes  the  equi l ibr ium market  outcomes 
and the  underly ing  merger  deci s i ons .   I f  the  markets  have  s imi lar  
s izes ,  in  any  equi l ibr ium only  one  f i rm invests  in  each  market .   The 
tota l  pro f i t s  in  this  case  are  larger  than  the  tota l  pro f i t s  when  the  
merger  i s  prohib i ted,  because  the  f i rms  can  avoid  R&D compet i t ion  
by  a  conglomerate  merger .   Interest ingly ,  the  asymmetri c  outcome 
somet imes a tta ins  larger  consumer surplus  than the  case  where  no  
merger  i s  a l lowed.   This  i s  because  the  consumers  bene f i t  f rom the  
R&D investments  in  both  markets .   Pol i cy  impl i cat i ons  regarding  
conglomerate  mergers  are ,  therefore ,  int r i cate .  

Chapter  3  explores  the  rec iproca l  e f fec ts  between agency  
problems and market  compet i t i on  in  a  conglomerate .   The model  has  
a  conglomerate  whi ch part i c ipates  as  the  l eader  in  two di f ferent  
Stackelberg  markets .   The conglomerate  consi sts  o f   headquarters  
and  two  div is i on  managers  in  charge  o f  the  markets .   Headquarters  
a l loca tes  resources  to  the  managers  for  their  product i on.   
Headquarters  does  not  know the  true  va lue  o f  the  demand in  one  o f  
the  markets ,  but  the  manager  does .   Headquarters  can implement  a  
contract  mechanism to  ob ta in  a  t ruthful  report  f rom the  manager .   
The  author  complete ly  character i zes  the  opt imal  contracts .   I f  the 
resources  are  high  enough ,  the  f i rst -best  outcome (without  
asymmetri c  information)  i s  at ta ined.   A separat ing  second-best  
contract  i s  opt imal  i f  the  resources  are  low  but  not  too  low.   I f  the  
market  wi th  uncerta in  demand i s  su f f i c ient ly  la rge ,  this  contract  
somet imes improves  the  ex -ante  wel fare  in  comparison to  a  
symmetri c  in formation benchmark.   A  pool ing  second-best  contract  



i s  opt imal  i f  the  resources  are  very  low.   Thi s  contract  never  
improves  the  ex -ante  wel fare .  The author  a lso  shows that  a t  an 
intermediate  level  o f  subst i tutabi l i ty  o f  the  products  in  the  
Stackelberg  markets ,  the  second-best  contract  i s  most  l ike ly  to  
co incide  with  the  f i rs t -best  one ,  and  any  departure  f rom that  level  
toward e i ther  subst i tutabi l i ty  or  complementari ty  makes the  f i rs t -
best  outcome l ess  l ike ly  to  be  a tta ined.  

Chapter  4  employs  a  discre te -t ime,  in f ini te  hori zon  model  to  
analyze  the  divers i fy ing  and divest ing  behavior  o f  a  monopol i st .  
The monopol i st  part i c ipates  in  i ts  core  market  and can merge  by  
acqui r ing  another  monopol i st i c  f i rm in  a  new market .  Therea fter ,  
the  f i rm in  the  core  market  may  se l l  the  new f i rm for  a  one-shot  
reward.   The monopol i s t  has  a  stock o f  capi ta l  whi ch i s  used to  
reduce  the  cost  o f  product ion.   The monopol i st  can increase  the  
capi ta l  stock by  purchasing  in  an ex ternal  capi ta l  market  or  by  
merging  with the  monopol i st  in  the  new market .   The capi ta l  s tock 
decreases  by  depreciat i on  or  wi th  a  separat ion.   In  thi s  chapter ,  the  
author  employs  numeri ca l  ana lysis  and f inds  an approximate  
so lut ion.   In  the  so lut ion,  the  conglomerate  acquires  a  f i rm and 
stays  merged in  periods  where  the  demand o f  the  new market  
remains  high.   Further ,  in  peri ods  where  the  demand of  the  new 
market  i s  l ow ,  the  conglomerate  wi l l  merge  and  divest  
intermi ttent ly .  
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A  centra l  theme of  thi s  dissertat i on i s  to  examine  the  
behavior  o f  the  conglomerates ,  especia l ly  thei r  merger  
deci s ions  and  resource  a l l ocat ions .   Unl ike  more  common 
mergers  such as  horizonta l  mergers  and vert i ca l  mergers ,  
the  l i terature  on  the  conglomerate  mergers  i s  smal l ,  and we 
do  not  know much as  to  how those  mergers  may a f fect  
compet i t ion .   This  di sserta t ion  contr ibutes  a  lot  t o  this  
l i terature ,  by  providing  resul ts  wi th  r i ch  pol i cy  
impl i cat i ons .  

 The  main  contr ibut ion o f  thi s  di sserta t ion  l i es  in  
Chapters  2  and 3 .   In  Chapter  2 ,  the  author  formulates  a  
model  where  the  f i rms  in  two  markets  compete  not  only  in  
R&D investment  and product  quant i ty ,  but  a lso  in  
conglomerate  merger  deci s ion.   S ince  two  pai rs  o f  f i rms  
s imultaneously  consider  mergers ,  one  pair ’ s  merger  deci s i on  
depends on the  o ther  pai r ’s  st ra teg ies .   Thi s  fea ture  makes 
equi l ibr ium ana lysis  compl i cated and causes  mult ipl e  
equi l ibr ia .   I t  i s  thus  remarkable  that  the  author  comes up 
with c lean character i zat i on o f  equi l ibr ium behaviors .   In  
part i cular ,  the  author  provides  a  novel  ins ight  about  
compet i t ive  e f fec ts  o f  conglomerate  mergers .   Namely ,  whi le  
those  mergers  bene f i t  the  f i rms because  they  avo id  excess  
R&D compet i t ion ,  the  mergers  somet imes bene f i t  consumers ,  
too ,  because  the  R&D investments  in  both markets  reduce  
the  cost  and hence  lowers  the  pri ce .   Consequent ly ,  the  
overal l  e f fects  must  be  care ful ly  examined.   Thi s  insight  i s  
va luable  f rom the  ant i t rust  authori ty ’ s  v i ewpoint .  

The  model  in  Chapter  3  conci se ly  descr ibes  the  agency  
problem the  conglomerates  may face  in  rea l i ty .   Al though  
the  character iza t ion  o f  opt imal  contracts  i s  somewhat  
rout ine ,  the  author  o f fers  an interest ing  impl i cat ion  that  
the  tota l  surplus  may be  larger  than the  benchmark case  
without  asymmetri c  in formation.   This  observat ion i s  a l so  
worth  knowing f rom the  regula tor ’ s  perspect ive .  

Chapter  4  addresses  a  dynamics  o f  merger  and 
divestment  o f  a  monopol i st .   The  f i rm makes those  decis i ons  
both for  pro f i t s  and for  acqui s i t i on o f  capi ta ls .   Unl ike  the  
previous  two chapters ,  thi s  chapter  resorts  to  numerica l  
methods.   The  analysis  in  this  chapter  i s  st i l l  a t  a  
rudimentary  s tage ,  but  i t  shows  the  author ’ s  capaci ty  to  
work with  various  methods.  

The  di ssertat ion has  considerable  substance  but  i s  a lso  
subject  to  some  cr i t i c i sm.   For  example ,  the  analysi s  in  
Chapter  2  shows that  a  conglomerate ’ s  opt imal  R&D 
investment  decis ion  i s  a lways  a  corner  so lut ion.   Namely ,  i t  
makes  posi t ive  investments  only  in  one  market .   Thi s  



fea ture  apparent ly  depends  on  a  part i cular  speci f i cat i on o f  
the  cost  funct i on.   I t  i s  des irable  to  provide  e i ther  
just i f i cat i on  o f  thi s  type  o f  behavior  in  rea l i ty  or  
compari son with  di f ferent  formulat ions  o f  costs .   In  Chapter  
3 ,  the  model  assumes the  Stackelberg  compet i t i on in  the  
product  markets ,  wi th  the  conglomerate  be ing  a  l eader .   I t  
i s  interest ing  to  examine other  compet i t i on  model s ,  
inc luding  the  one  where  the  conglomerate  i s  rather  a  
Stackelberg  fo l lower .   Further ,  the  model  in  Chapter  4  takes  
the  capi ta l  stock  o f  the  monopol i st  in  the  new market  as  
constant ,  a l though i t  i s  natural  that  the  capi ta l  stock  i s  
endogenously  determined ,  re f lect ing  past  act i ons .  

However ,  the  author  can address  those  cr i t iques  in  hi s  
future  research,  and  the  overal l  contr ibut i on  o f  thi s  
di ssertat i on i s  s i gni f i cant .  

Due to  those  evaluat ions ,  thi s  di sserta t ion i s  
recognized  as  worthy  o f  a  doctora l  degree  in  economics .   
This  deci s ion has  been made a fter  the  thesis  de fense  on  
February  2 ,  2023 .  

 


