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Competition Evaluation on Foreign Vertical Merger

ZHANG Xue-hui LIN Pin
(School of Economics, Shandong University, Jinan 250100, P. R. China;

Department of Economics, Lingnan University of Hong Kong)

Abstract; By constructing simple Cournot competition model, this article analyzes foreign vertical
merger’s effect on the price of upstream firms input and the final product and the total welfare in the
absence of efficiency advantage. It is found that although the merged will implement market
foreclosure under certain conditions, price of the input and final product is still reduced. In addition,
the increase of total welfare in the merger between domestic enterprises is always higher than that in
the foreign acquisition of domestic enterprises. This article also proves that in the case of foreign
vertical merger, the aim of the competition policy is coordinated with that of the merger between
domestic enterprises.

Key words: vertical merger; total welfare; market foreclosure
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