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B Summary

| discuss both theoretically and empirically why firms merge and what impact mergers have on the economy.
A special emphasis will be placed on the assessment of efficiency gains as rationale for mergers. The paper is
organized as follows.

(1) In a symmetric Cournot oligopoly without entry and without collusion, a merger is unprofitable unless it
produces efficiency gains. However, if efficiency gains are substantial, the profits of merger firms can increase.
Furthermore, if these gains are large, it is also possible that the equilibrium price goes down after the merger,
increasing consumers' surplus. (2) In reality, few of the empirical studies support the hypothesis that mergers
enhance efficiency. (3) According to the managerial theory of the firm, managers' growth-maximization
behavior contributes to macroeconomic growth, provided two conditions; first, firms invest in R&D and, second,
the growth is pursued internally, that is, not with mergers and acquisitions but with internal investment in
physical and knowledge capital. (4) In conclusion, | will argue in favor of a cautious attitude towards using
efficiency gains as a defense for horizontal mergers.
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