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Answers 

Horizontal mergers and vertical 
integration 
Jon Guest 

This resource provides answers to the questions posed in the article on horizonal mergers, 
featured in the September 2021 issue of ECONOMIC REVIEW. 

Question 1 
The Competition and Markets Authority usually makes the final decision on whether to block or 
allow a merger to proceed. In what exceptional circumstances can a government minister 
intervene in the process? 

A minister can intervene when the proposed merger or acquisition has an impact on national security, 
media plurality, the stability of the financial system or the capability to combat/mitigate the effects of 
public health emergencies. The government has published proposals to extend its powers to 
investigate mergers and acquisitions with national security implications. In particular, foreign 
acquisitions of UK businesses in sectors such as national infrastructure and advanced technologies. 

Question 2 
Outline the difference between the unilateral and coordinated effects of a merger. 

Unilateral effects of a merger occur where the newly combined business can profitably raise its prices 
and/or reduce the quality of the services it provides. The merger effectively removes a previous 
competitive constraint imposed by a rival firm. Coordinated effects occur when the merger increases 
the likelihood of either implicit or explicit collusion. 

Question 3 
Discuss the circumstances that make unilateral effects of a merger more likely. 

The unilateral effects of a merger are more likely to occur when: 

• the merging businesses’ goods/services are close substitutes 

• there is already a small number of firms in the market that each have significant market 
shares 

• customers have very little chance of changing to an alternative supplier post-merger 
because the switching costs are relatively high or because the merger will leave them with 
too few alternatives 
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• the merger eliminates an important competitive force in the market, for example a 
business with a novel/innovative product/service 

• competing firms face capacity constraints so are unable to serve customers who want to 
switch away from the newly merged business 


