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M erger effectsand product range strategy

X IA Tong-shui, XU W ei-xuan
Institute of Policy andM anagenent, Chiness A cadamy of Sciences Beijing 100080, China

Abstract:  The existing literature conclude that mergers are often unprofitable under Cournot competition
if there is no merger synergy. W e analyze merger incentives and merger effects caused by product range
adjustments W e develop amodel of endogenousmergers in an oligopoly industry, w here fim s compete
firstly in product portfolio and then secondly in market share It is show ed that mergersmay be profitable
even w ithout any synergy under Cournot competition because of product differentiation, and are often not
profitablew hen non-participating firm s regoond by introducing nev products W e al® analyze the $-called
“ Paradox of M erger”. It is suggested that amoderate control policy to mergers is necessary.
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