ASSESSMENT OF CO-ORDINATED EFFECTS
IN MERGER REVIEW
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INTRODUCTION
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Coordinated effects is not defined in AML
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It is specified in Art. 4 of the Interim Provisions
for the Assessment of the Effect of the

Concentration of Business Operators on
Competition
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Coordinated effects was analyzed in Western
Digital/Hatachi and Seagate/Samsung cases.




€ Article 4:Where the relevant market is
controlled by a small number of business
operators, it shall also be considered whether
the concentration would generate or reinforce
the relevant business operators' ability, motive
or possibility to eliminate or restrict
competition jointly.
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BASIC THEORIES
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There are many terms describing
oligopolistic anti—competitive acts:
collusion, tacit collusion, active or
passive coordination etc. It is a
difficult area with many
uncertainties.
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Basic oligopoly theory: each firm realises that its actions have an
impact on its rivals’ decisions and vice versa. Each oligopolist must
take the strategic behaviour of the other oligopolists into account in
shaping its own best business strategy. This interdependence can make
aggressive competitive behaviour little attractive and can, in particular,
lead to collusive market outcomes.
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Most modern oligopoly models are based on non-cooperative game
theory and view firms as players who have to take strategic decisions
(on price or output) to individually maximise their payoffs, i.e. profit.
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447 A . The aim of economic analysis in oligopolistic
market is to prove that the concentration will lead to a
market structure that is encouraging competitors to jointly
restrict or eliminate competition.
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analysis of coordinated effects) :

DB T4 Few significant firms

Tk NFEAS = High barriers to entry

111 %3% W] & Market transparency

7% im [F]Jii Homogeneous goods
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CASE ANALYSIS
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AR . Step 1: Whether the concentration create or
strengthen collective dominance.
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the oligopolists could jointly eliminate or restrict competition
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Western Digital/Hatachi (2012) and
Seagate/Samsung cases(2011)

1. BT EAIR A Market environment of HDD
mizERER S (Few competitors (5 to 3)
AR5 L E B BH &2 (Homogeneous products)
MiZiEAE R S (transparent market)
2. XtER (sale and purchase model)
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8 £ 4 TR 2 (Bl — B ELBIS3AC < (usually maintain 2-4
HDD suppliers, reduction of competitors will change the
current purchase model and further lead to reduction of

competition)

3. iufl¥Er innovation of products
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- The innovation of HDDs are driven by competition. Thus
the reduction of competition will hinder innovation.

4. T=REFIF capacity utilization
FERERI P ZR2790%, RIKRT=HEATR The utilized capacity was

amount to 90% of the total capacity.

5. XA MEES] purchasers’ countervailing power
W EES T HEEEEENE - oHEEEE i
A EAEEMEANZ /7& - HDDS’ distribution prices were
decided by the suppliers. The distributors had no
countervailing buyer power.




6. TH¥%#E A market entry
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=HREH AR - Technology knowhow and
Economies of scale are crucial to HDD market entry.
There was no newcomer in 10 years
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Conclusion:

The transaction will strengthen the possibility of
competitions jointly restrict or eliminate market
competition by collusion.
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