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Introduction

« Mergerpolicyretrospectivesare attractingmuchrecent
Interest
— Understandableaseconomistsseekto refine applicationof policy

e Yetretrospectiveqot entirely new



Objective

Yetthosestudiesare both more andlessinclusivethan | think
desirable

— Tounderstandwhy, needto specifyobjectiveclearly

My objectiveisto evaluatemergerpolicyby assessing
outcomesof actualmergersin caseghat riseto somelevelof
competitiveconcern

Thus:Not all mergers
— Not studiesof “averagemergereffect”
— Notall studies

But: All soundevaluationsof specificmergersin US
— Includingsome“semi mergers”—jointventuresandairline codeshares






Directionof the Project

 Muchremainsto be done:
— More studies
— Qualitycontrol
— Methodologicalissues
— Selectionssues

 Andmostimportantly,linkingeachto mergerpolicyactions

— Most of theseare consummatednergerswhereeither FTGr DOJ
raisedanobjection

« Orcasewaswidelyseenasaclosecall
— Examiningbasisfor resolutionof eachcase



Retrospectiveon Potential Competition

e Oneofthesestudiesis my own, with EvgeniegShumilkina,
forthcomingin the Journalof IndustrialEconomics

 Thefocusis on markets—routes—notwhereboth carrierswere
Incumbents but whereonewasanincumbentandthe other
a potential entrant

* Interestingeconomicguestioniswhetherthe eliminationof a
potential entrant relaxedthe competitiveconstraint,allowing
greaterpricingpower by the incumbent—everthough
Incumbentconcentrationdid not change



EliminatingPotential Competition

 Wefoundaboutl1400marketswhereeither USAiror
Piedmontwasanincumbentandthe other a potential
entrant by this definition

* Nopreviousstudyhaslookedspecificallyat the effectsof
eliminatinga potential competitor

« Eliminatinga potential competitorresultedin a5 6 percent
priceincrease



Conclusion

Renewednterestin retrospectivesand more carefulthinking
aboutmethodologyallows
— re examiningpastmergersfor price effects
— examiningnew anddifferent effects—potentialcompetition,service
guality, etc.
Hopeisthat thesestudiesmighttherebyimproveand
Influencepolicy



