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4. Conclusion

Our paper illustrates one channel through which a merger may 
have a positive effect on innovative investment: by raising equilib-
rium margins, a merger raises incentives to invest in coverage. In a 
merger case where investment in coverage is at stake, this positive 
effect on the incentives to invest has to be balanced with other 
countervailing effects on investment (Motta and Tarantino, 2017).

Our analysis readily extends to the case where the new tech-
nology replaces an old one, if innovation is drastic.13 Due to a 
replacement effect (Arrow, 1962), the merger fosters the deploy-
ment of the new technology if the merger raises more the profits 
derived from the last location covered with the new technology 
than the profits obtained with the old technology, for instance 
because firms face competition in the old technology. The case 
where both the old and new technologies compete would require 
further analysis.
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