Assessing the Consequence of
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Williamson’s (1968) Trade off




s 2| 5
[ e | R =5
% | # | 2 2
wo| B |
) i
% | % | X B
| X "
P i
i il
#
%

'ﬂLLLi%LLLEﬁ%@{H ﬁ qn_’ ‘E“ \Q"‘?‘rﬁﬁ

OV 2T TSR I H Bl 26 > OV

(reese) (o SnSROD H-Bif - &k >

1
5

BHS st 1 BN RH

it
ot

| ERRFIS TS
1 | REREK
oy 19684F

PRI AR & AW W ORI



NINERBIN44FE10H308 R =ER
(BBFR444E ($)) 27 /\IBREE XS I LA T H4)

(35%0)1‘EEE>|TY?3J:UF75{[ 1EHOBEELTIBIT=D
X. DEEZREDMEE., QB MR DRI, QEMEFRFE
HD@IbGEETHA]

(BREBEIRIRICBWTYEFEN G ET HEELEHT-
HE.SERL—IL. ENART) X YRASGHE LUK
ROEWEIRETFICDODVTERENEEMIZHIESNSEE
HAHEZEDOLNDN=6. LD FBIZTDOWNTHRIEDEE.
HRXDEERUVUEMNEEZFZGLC]

FREERICHRETLE. FTRHBDERDO.3NMAERK
e (YUZEHICHHDE]|E1.3%) . 1.2%H 85 HLEH (2
et T HOHBE|E8.9%) NEEINIETE, 9



I\IZ-BELDOEHMER
B D53

[ ]
»* 2
HER T as—irobioaT
1O THE T DA o P
[ ]
1568 a7
I i1 FHE 045
[ 0.23
HERE 0.18 BE@EE 0.19
I 014 J 11 0.16
X 01 b2 014
o 0.0 M 0.08
HEI 1845 2874
iz ks 62,54 T ) 42,393
|ﬂ'||‘.."- I|:ﬂ':r&- [ )
(B HF=) (B &F)

IN—D42 53— )LEEEL(HHI,
I— b7 DO2FEM) L.
1946 to 2874~N¢EEH L T-,

ZNn%U.S. Merger Guideline
(1997)IZBB 59 & “it is presumed
that the merger is likely to be
anticompetitive without evidence
showing otherwise.”

LML, ¥—5vbo 7 (X°HHI)
EIMLSHEHNT 5 EDF
PANES ot Lol R @ ALty
ZW\, > ZHMEZTZRILT
HASFHNEFSNTNEDH
gJ% Fl:ﬁ 75‘5%%) o)

10



INIF-ETDEHMR
FYUFHLWVR 7T

» Farrell and Shapiro (1991)
o LLEGIMNEHTHHICE L Tprofitable THALEL L, EHHZEZEES

THEIDEFERDEEZEZZLHCLICEIO>T. HEREIZIEWLIT A
HTHA=OD+HREHZHIT ENTES,

0.45<1.20

11



@L:L)fd:('\Aﬁ
Investment/sales by industries (%)
i \
o~ D
oA SN
RV 4 G \ /\
8 VAN i N AR
R G N
............ e

KU LULNR A (Farrell and Shapiro, 1991)

12



Ei1 L EX v/ T DHR

(47 BaiF . St il A i)

— e
- - Wt
B 1 1 11

1985

T T
1ag1

T T
1973

! __ -
h :
1! o
WI-.
' =
1 =
I “
\\ 2
1=
I P
! %
! i
I 2
: q
|
\
LY
||||||||| e e e L T e R
__a._
Ty
]
11
|1
-
.
N
M.
J /
L
L
[
R
LY
LY
%
A\
/.,
m u E m (=] '] =t (&

E =R SR

13



= }-'Elrt i

X 5] £

19604tE HE2000k>
— 70K BE1RALY

L=

MEREIFIE. BERED
EDFHEAMIEA

- FR iR &5

ERBFAT LY., BBEN
=B ERE N,
RKEMELED , 1960FH
50~ 150k %R — 704
£ 200~300k2 %A,

HBFEUA10~20%[[ L,

IRIILXF—EHEDOKIES
N,

14



\IE-ELEHTEOE R

o |[B-BARHGZKLELTHDIEHY
J\EEE LT, LEIFHAREZKELTIDDEHLTH-T=,

ERN 7 DBFZEHOHLIEREETHOI-H., HEDORF
FHREICEH>THEIENS,

° /%&L/L\ ﬁu:?Xé %
R ERENREENIER-AEHRNLOMETEEZTH
Us__gmﬁlil,\'d’fn% Sl ENDERNIEETH T
M., FiROKREEELHY. RETAROEHNOXRARNGRAE
HlDIEILZKRODIFL EFOANZEWTEM T,

BARZRFRAEHEZEE=PLUZER (1967)

BB % fim D KRR IR IR GRBIREEERT 5012,
BTIWN—TRHREADEEEMODENENEFEFND, | 15




X 5 A 2 a% fim aR 2 (S G A1)

1960F EXYInFE D,
=R RKFALETOHRENF D,

BFA—D—I&. BIF. ExiF. EEZREOVT NLRETOILEH
HoTzo RFOFLITMILITLEANTRIROARE EXRERNDEELHE

Motz RN DEFA—D—(F FIRFZFEREDHEENTRIEL S
[FERBDRBEIL G oT=,

BEBDEE,

REREETEZRESRIZHRET 5,

FEEL S,

RERIGEEH: 1965FEDRE, /\BOFTEIZERERI EBIIFE,
Nl %&Hié%#ma‘ﬁatﬁaéo

FNEICITEREFTFH DL,

[EEMICE A DEZEEHRDOAHEVSBETEE I BRI ERF
1967. 7.225ZHITHEKAX - ELTHBEIFDE) 16




AKARDEY

EERETHZHTRMICIRYHKo=LT./\IE-E
§~z GDL\{#’E#ﬁﬂiTé

ﬁu:?x,’éf(i SFEIZE T TONEEER ESIRIZDEM
%)_Iﬁ |$75‘3'73%> DEYAREMIZ, EFRICHEITHRE

%%Z_éhklﬁ &%)o

ﬁ*?x,'éf’éﬂﬂ Y EIFC BFHEREANG T ZRY L

I—

TAH.

Al — 8 DR XA ML CThHor-CeMbF o

B IR S 2 ER Sl 5

BNENHD,
AKHETIE. 1960, 70FEKDEELARNILDT—2%

’

INCTEHOMREE=S

FERFVRBREICELNTE R

RIIZEE 9 5,

17



S HT £ DFRRE

o BHEFHBI ARICIE. AENRETHICER. &
L= (R (RR)) LEHZLEMN oK
MR (RER)) EZLHRTDIDENDH D

- (BERREBRTHNIEL, RICEH THE (EERE) LAE
(R EREF) EZ LR T B,

. KRR TRS B HETFET SROMES, /\W- &
TREHEHELLED ST EWNVIHBHIERERT
%(’) T gh\ﬁELf&L\tL\j_t'—C&é

Lu



Az iR T A= D F &

ADHFTIE. /\IE-EXTHENSHZLGEIOT-IK
,Hé"‘fi,ﬁ%v-)l/’& L\’CH’EULI@J’J;M £oT.
L S HOIEETS. ERMIZIZLUTD2O0
RS2 5,
(B1EXRS) BBFEAFR(EEFA—D—BLIUVFESE)
OFE AR - BB RE T —2ZHAWTHET 5,
(SE2E[E) HIERETKROEEFERIZEOTHRR
MG EEEE - SEREZAMGELT, U2al—

AV (=FER)IZEHT./\IF-ETHENEHE
LahoT=KRz1EY 9,

F2ERETRoN-BREFE (EHILSNTR
) EFLER I HEFEL T, A% EHETET 2




Million ton

140

120

100

80

60

40

20

Crude Steel Production
Us, Japan, Korea

“V/\’\/*mm/\

[
«/\/\/J //J

\ ~ L
Y%

//#m

.
// .

-
-

I B B e e e e e e B P B B e e

50 52 54

56 58 60 62 64 66 68 70 72 74 76 78 80 82 84 86 88 90 92 94

<

[

J\iE-ETREOESH

>

20




SiM—8 0+ X

®e >
> 8 5
EIEE
BOF s_ubstz_;mtially redu_ced 1
fom 6 hours with OLF. wiAATe sEx R

“The BOF was the greatest
breakthrough in steel refining
in the last century” 21



AKFAED D HTFE

1. BEETIEZHAWC HEEEEZIT,

> AOWMIFRAIBFFTAROFZEREN-ERAB-HERS
HMEHTET D,

> DO —ETENEEEOCREEETRTETHL
YR ELOMEHIEEEET S,

> WBEBEHIIOWTIX, T2 TIILa7EEBEI D
HLTWAERELTHEZITD.

2. PRI THoNn=-#HTEEZTRT. (1)/\'!%
TESASHLANEIER. (2) ARE ﬁﬁ
nfEieEamCaEho=-Ea &L\')Z’Jd)ﬂiu
E’JE'IK/R’E/\:LI/—/EIJI S PE

22



Step 1-1

» We describe a steel making process, but firm-level factor input data are
limited. Thus, we construct and estimate a steel-making cost function.

» The latest cost-reducing technology was embodied in new furnaces.

mcit = fi {fffz:eﬂ) + Miz,

Mt = @ir + Uiz, where @;; = v + @i,

» We use a polynomial expansion to approximate f.
» We focus on crude steel, homogenous good. Since we do not observe mc,
we use an equilibrium relationship under the assumption of Cournot

competition.
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Linear p; =ar +afz +afQ: + &F
Quadratic Pt = ﬂf + a?:t -+ ﬂgr(?t + GEQE — 5?
Log-Linear In (p;) = ag% + aflz + aflIn (Qy) + £EE

— Vs are cost side (prices of iron ore, heavy oil, and shipping
distance of iron ore)
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Step 1-2

Investment is an important part of the steel industry, the feature which makes
the problem dynamic.

[fo Tir (56 &, n.fe)—cvr;n-,,:.a;[|sf]..

ko1 = (1 —8) b + 13,
where

Iit;0) = Z& I {1 > 0}

We assume that the observed data are generated from the pure-strategy symmetric
Markov Perfect Equilibrium.

The equilibrium assumption makes firm’s investment policy as a function of the

current state:
li=g (k:-:Zf:-::) +ei,
VES
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Merging Party (Yawata and Fuji, and Nippon Steel)
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Conclusion

The merger appeared to have provided significant impact on firm’s investment behavior.

Investment decision was estimated “strategic complement” prior to the merger, and turned into
“strategic substitute” after 1970.

The Yawata-Fuji merger was found to be welfare-improving.

The merger improved steel-making production by the magnitude of 4 % for the merged party (i.e.,
Nippon Steel); however, the steel price increased merely a fifth of one percent.

During the period, the merger resulted in on average ACS = -8.8 billion yen (-0.45 %), but APS =
78.6 billion yen (+49.7 %).

JFTC’s proposed merger remedies exacerbate the social welfare by -21.3 billion yen (-23.4

%).

The transfer of capital from the merged parties to smaller firms was not turned out more efficient
capital allocation for use of steel production.

The remedy does not appear to have been justified, in light of social welfare, both ex-post and ex-
ante analyses.
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