Compatible Mergers:
Assets, Service Areas and Market Power!

] 2 PANich HRER
RRKE B HHEEER RRAE

2019 % 7 B 23 H
#—E CIGS 255 x Bt I F—

1The analysis and conclusions set forth are those of the authors and do not indicate
concurrence by other members of the staff, by the Board of Governors, or by the Federal
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Background and Data
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1918 1922 1926 1930
mean sd mean sd mean sd mean sd
National-level variables
# of Firms 276 205 391 368
Firm-level variables
Capacity 2,370 7,832 4,068 10,913 5,889 25,647 9,958 46,055
Distance 132 210 265 424 303 1,101 621 2,320
# of Plants 1.98 1.70 2.46 2.49 2.64 4.98 3.09 5.77
Output 11,881 37,386 17,885 49,318 21,425 91,213 32,699 127,246
Electricity Cost 232 769 613 2,086 609 3,844 966 5,265
Rev. from Retail C 230 747 492 1,624 501 2,610 685 3,702
Rev. from Business C 173 603 427 1,505 556 2,857 802 3,860
# of Business Area 3.71 4.45 4.42 5.93 3.54 8.29 3.86 9.55
Market-level variables
# of Firms 231 1.53 2.69 1.83 2.92 2.10 2.53 1.79
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1918 1922 1926 1930
mean sd mean sd mean sd mean sd
National-level
# of Mergers 25 232 157 142
Acquirers
# of Acquirers 15 95 74 62
Capacity 5,465 14,283 4,729 9,543 12,933 27,616 29,399 57,724
Distance 343 396 323 522 934 1,505 1,517 2,509
Output 26,408 67,781 14,689 40,114 36,459 79,576 116,021 20,864
# of Business Area 6.87 9.17 5.41 6.49 8.96 11.95 11.95 17.98
Targets
# of Target 19 61 57 61
Capacity 657 1,798 2,417 7,079 5,219 28,256 12,660 62,762
Distance 41 60 204 561 110 178 1081 4647
Output 2,534 7,277 5,007 19,870 34,117 192,848 53,041 210,275
# of Business Area 2.10 2.02 3.63 4.92 1.78 2.16 5.44 14.96
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Empirical Analysis
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(1) ) (3) (@) (5) (6)
AlogUC AlogUC AlogUC AlogUC AlogUC AlogUC
Merger Dum. -0.0165 0.0913 0.254 -0.0908 0.0468 0.224
(0.128) (0.173) (0.181) (0.118) (0.158) (0.165)
Overlap Frac. -0.0267 -0.0415 -0.0556 -0.0722
(0.115) (0.114) (0.105) (0.104)
Diff in Tang. A. -0.315***  -0.255*** -0.317***  -0.251***
(0.0739) (0.0762) (0.0674) (0.0694)
Diff in Intang. A. -0.235%** -0.257***
(0.0797) (0.0727)
A log(Capacity) -0.518***  -0.519***  -0.521***
(0.0487)  (0.0480)  (0.0477)
A log(Line Dist.) 0.00460 0.00404 0.0127
(0.0670) (0.0661) (0.0656)
Other Controls Yes Yes Yes Yes Yes Yes
Observations 776 776 776 766 766 766
Adjusted R? 0.077 0.097 0.107 0.207 0.229 0.242
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(1) (2 (3) 4 (5) (6)
AlogOut AlogOut AlogOut AlogOut AlogOut AlogOut
Merger Dum. 0.0635 -0.0484 -0.203 0.177* 0.0403 -0.128
(0.127) (0.172) (0.180) (0.104) (0.140) (0.146)
Overlap Frac. 0.0380 0.0521 0.0610 0.0768
(0.114) (0.114) (0.0924) (0.0917)
Diff in Tang A. 0.285*** 0.228*** 0.292%** 0.230***
(0.0735) (0.0759) (0.0596) (0.0613)
Diff in Intang. A. 0.223*** 0.244***
(0.0794) (0.0642)
A log(Capacity) 0.591*** 0.592*** 0.594***
(0.0431) (0.0424) (0.0420)
A log(Line Dist.) 0.335%** 0.336%** 0.328***
(0.0587) (0.0578) (0.0573)
Other Controls Yes Yes Yes Yes Yes Yes
Observations 787 787 787 771 771 771
Adjusted R? 0.059 0.076 0.084 0.331 0.351 0.363
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(1) (2 3) 4) (5) (6)
AlogUtl AlogUtl AlogUtl AlogUtl A log Utl A log Utl
Merger Dummy 0.171 0.00389 -0.172 0.177* 0.0403 -0.128
(0.111) (0.150) (0.157) (0.104) (0.140) (0.146)
Overlap Frac. 0.0908 0.107 0.0610 0.0768
(0.0995)  (0.0988) (0.0924) (0.0917)
Diff in Tang. A. 0.289***  0.225*** 0.292*** 0.230***
(0.0642)  (0.0660) (0.0596) (0.0613)
Diff in Intang. A. 0.253*** 0.244**
(0.0690) (0.0642)
A log(Capacity) -0.409***  _0.408***  -0.406***
(0.0431) (0.0424) (0.0420)
A log(Line Dist.) 0.335%** 0.336*** 0.328***
(0.0587) (0.0578) (0.0573)
Other Controls Yes Yes Yes Yes Yes Yes
Observations 787 787 787 771 771 771
Adjusted R? 0.033 0.059 0.074 0.147 0.174 0.189
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(1) (2 3) 4) (5) (6)
AlogUtl AlogUtl AlogUtl AlogUtl A log Utl A log Utl
Merger Dummy 0.165 0.0672 -0.0790 0.177* 0.0403 -0.128
(0.121) (0.163) (0.171) (0.104) (0.140) (0.146)
Overlap Frac. 0.0227 0.0363 0.0610 0.0768
(0.108) (0.107) (0.0924) (0.0917)
Diff in Tang. A. 0.294***  0.240*** 0.292*** 0.230***
(0.0695)  (0.0718) (0.0596) (0.0613)
Diff in Intang. A. 0.213*** 0.244**
(0.0752) (0.0642)
A log(Capacity) 0.591*** 0.592*** 0.594***
(0.0431) (0.0424) (0.0420)
A log(Line Dist.) -0.665***  -0.664***  -0.672***
(0.0587) (0.0578) (0.0573)
Other Controls Yes Yes Yes Yes Yes Yes
Observations 771 771 771 771 771 771
Adjusted R? 0.062 0.082 0.091 0.304 0.325 0.338
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(1) () (3) (4) (5) (6)
Alog(p) Alog(p) Alog(p) Alog(p) Alog(p) Alog(p)
AAvg # of Firms, 0.00688 -0.00653 -0.00770 0.0104 -0.00363 -0.00503
(0.0257)  (0.0254)  (0.0253)  (0.0227)  (0.0223)  (0.0221)
Merger Dum. -0.0112 0.150 0.286* -0.0716 0.120 0.277**
(0.104)  (0.141) (0.146)  (0.0912)  (0.123) (0.127)
Overlap Frac. -0.0851 -0.0968 -0.114 -0.128
(0.0916)  (0.0911) (0.0798)  (0.0789)
Diff in Tang. A. -0.283*** -0.231%** -0.287***  -0.227***
(0.0584)  (0.0603) (0.0509)  (0.0522)
Diff in Intang. A. -0.203*** -0.234%**
(0.0633) (0.0549)
A log(Capacity) -0.468***  -0.470***  -0.472***
(0.0372)  (0.0363)  (0.0359)
A log(Line Dist.) 0.115** 0.119** 0.127**
(0.0522)  (0.0510)  (0.0504)
Other Controls Yes Yes Yes Yes Yes Yes
Observations 756 756 756 743 743 743

Adjusted R? 0.108 0.137 0.148 0.274 0.307 0.324
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(1) B) 3) (4)
AlogUC Alog(p) Alog UC Alog(p)
AAvg # of Firms, - -0.00770 - -0.00503
- (0.0254) - (0.0221)
Merger Dummy 0.254 0.286* 0.224 0.277**
(0.1814) (0.141) (0.165) (0.127)
Overlap Fraction -0.0415 -0.0968 -0.0722 -0.128

(0.114)  (0.0911)  (0.1045)  (0.0789)
Diff in Tangible Asset  -0.255***  -0.231***  _0.251***  -0.227***
(0.0762)  (0.0603)  (0.0694)  (0.0522)
Diff in Intangible Asset ~ -0.235***  -0.203***  -0.257***  -0.234***
(0.0797)  (0.0633)  (0.0727)  (0.0549)

A log(Capacity) -0.521***  -0.472***
(0.0477) (0.0359)
A log(Line Distance) 0.0127 0.127**
(0.0656) (0.0504)
Other Controls Yes Yes Yes Yes
Observations 776 756 766 743

Adjusted R? 0.107 0.137 0.229 0.324
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Vi = po + B1OverlapFraction;;
= +[p2Capacity; + 53 Capacity;
+B4LineDist; + (5 LineDist;
+86 Capacity; Capacity; + [(37LineDist;LineDist;
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SHOBRRATER (4/5): HERKE

Dep = Merger Dum. (1) (2) (3) (4)

Overlap Fraction 3.835%FF 3.852%FF 3.856™F*
(0.325) (0.327) (0.331)
In(Acq. Capacity) 0.070** -0.086 -0.077 -0.069
(0.033) (0.065) (0.076) (0.088)

In(Tar. Capacity) 0.029 -0.298™*** -0.308** -0.345%**
(0.028) (0.095) (0.124) (0.131)

In(Acg. Line Dist.) 0.211%*** 0.296*** 0.281*** 0.286***
(0.048) (0.083) (0.100) (0.103)
In(Tar. Line Dist.) -0.022 0.019 0.024 0.048
(0.036) (0.102) (0.144) (0.146)
In(Acq. Capacity) 0.036™** 0.022 0.036
x In(Tar. Capacity) (0.010) (0.019) (0.022)
In(Acq. Line Dist.) -0.001 -0.027 -0.018
x In(Tar. Line Dist.) (0.015) (0.033) (0.035)
In(Acq. Capacity) 0.018 0.008
x In(Tar. Line Dist.) (0.024) (0.026)
In(Acq. Line Dist.) 0.020 0.010
x In(Tar. Capacity) (0.025) (0.028)
Acq. Frac. of Elect Rev. -0.230
(0.339)
Tar. Frac. of Elect Rev. 0.210
(0.375)
Acq. Frac. of Elect Rev. -1.004
X Tar. Frac. of Elect Rev. (0.813)

Other Controls Yes Yes Yes Yes

Observations 36,858 36,858 36,858 36,491
Pseudo R? 0.251 0.346 0.346 0.347

Standard errors in parentheses
* p <0.10, ** p < 0.05, *** p < 0.01
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In(Tar. Line Dist.) -0.022 0.019 0.024 0.048
(0.036) (0.102) (0.144) (0.146)
In(Acq. Capacity) 0.036™** 0.022 0.036
x In(Tar. Capacity) (0.010) (0.019) (0.022)
In(Acq. Line Dist.) -0.001 -0.027 -0.018
x In(Tar. Line Dist.) (0.015) (0.033) (0.035)
In(Acq. Capacity) 0.018 0.008
x In(Tar. Line Dist.) (0.024) (0.026)
In(Acq. Line Dist.) 0.020 0.010
x In(Tar. Capacity) (0.025) (0.028)
Acq. Frac. of Elect Rev. -0.230
(0.339)
Tar. Frac. of Elect Rev. 0.210
(0.375)
Acq. Frac. of Elect Rev. -1.004
X Tar. Frac. of Elect Rev. (0.813)

Other Controls Yes Yes Yes Yes

Observations 36,858 36,858 36,858 36,491
Pseudo R? 0.251 0.346 0.346 0.347

Standard errors in parentheses
* p <0.10, ** p < 0.05, *** p < 0.01



SHOBRRATER (4/5): HERKE

Dep = Merger Dum. (1) (2) (3) (4)

Overlap Fraction 3.835%FF 3.852%FF 3.856™F*
(0.325) (0.327) (0.331)
In(Acq. Capacity) 0.070** -0.086 -0.077 -0.069
(0.033) (0.065) (0.076) (0.088)

In(Tar. Capacity) 0.029 -0.298™*** -0.308** -0.345%**
(0.028) (0.095) (0.124) (0.131)

In(Acg. Line Dist.) 0.211%*** 0.296*** 0.281*** 0.286***
(0.048) (0.083) (0.100) (0.103)
In(Tar. Line Dist.) -0.022 0.019 0.024 0.048
(0.036) (0.102) (0.144) (0.146)
In(Acq. Capacity) 0.036™** 0.022 0.036
x In(Tar. Capacity) (0.010) (0.019) (0.022)
In(Acq. Line Dist.) -0.001 -0.027 -0.018
x In(Tar. Line Dist.) (0.015) (0.033) (0.035)
In(Acq. Capacity) 0.018 0.008
x In(Tar. Line Dist.) (0.024) (0.026)
In(Acq. Line Dist.) 0.020 0.010
x In(Tar. Capacity) (0.025) (0.028)
Acq. Frac. of Elect Rev. -0.230
(0.339)
Tar. Frac. of Elect Rev. 0.210
(0.375)
Acq. Frac. of Elect Rev. -1.004
X Tar. Frac. of Elect Rev. (0.813)

Other Controls Yes Yes Yes Yes

Observations 36,858 36,858 36,858 36,491
Pseudo R? 0.251 0.346 0.346 0.347

Standard errors in parentheses
* p <0.10, ** p < 0.05, *** p < 0.01



AHOERAEER (5/5) HREOBHE LR

> GHOBBREERICEAT 2HER
> HIARIFICEEI HIHBEICEELIEHETOMBANIDH S
» BE (B - 8F) OMTHEEHORBREICHEEZSEA TV AW
> ZOER
> (AHBENEVE) HEWICEFX L AVWEHI L YR 2/
> EHOBBREDEE TEBEBREINTWAWTREEDLH S (Merger
failures)



» BHOIEKE
EH: B - EFEEOBNIRENRIEE, REREREER, kU, XERE
BEBEOLRICE>TIRMELT S
Hg: Sffick > TEE ER LAWS, MEIZEAELEFELTVWS
» BHOBERREER
» HIAREICEENZWIEAHT ZERLH D
» B - BREEOBHRIIERREICIFEESA TV ARWL
» BEEHER
» HEMERFIYNBIEEL TWEARSIE, HEMEEIFER LTV
HENH B
» BHBERETY A VT BEEICIK, “merger compatibility” ZTIBERE &
HICRETI2HELIH D



ESPEREIN

» EHORBRAEER
» Akkus, Cookson and Hortacsu (2016, MS)
» Uetake and Watanabe (2017)
BHORE
H—~ A Ashenfelter et al (2014, JLE)
Ashenfelter et al (2014, Rand)
Akkus, Cookson and Hortacsu (2016, MS)
Focarelli and Panetta (2003, AER)
Allen et al (2014, AER)
Ohashi and Toyama (2017, JIE)

vV VY VY VY VY
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