ACQUISITIONS, INNOVATION AND THE
ENTRENCHMENT OF MONOPOLY

Vincenco Denicolo and Michele Polo

Discussion by Igor Letina

CRESSE 2021



» This paper analyzes a dynamic model of innovations and
acquisitions.

» An issue of first order importance.



Main point

» Innovation-for-buyout versus entrenchment-of-monopoly.



Main point

» Innovation-for-buyout versus entrenchment-of-monopoly.
» After reading the paper:

- the case for preventing start-up acquisitions is stronger than
I thought before.



Directions for future research

» Innovation by the incumbent (mentioned in the paper):
- innovation-for-buyout,
- entrenchment-of-monopoly.
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» Innovation by the incumbent (mentioned in the paper):
- innovation-for-buyout,
- entrenchment-of-monopoly.

» How does it affect the optimal policy?



Directions for future research

» The source of the entrenchment of monopoly?

- In the paper: the size of the captive market.
- The size of the technological lead?
- Other?



Directions for future research

> Optimal policy cycles:
- Depends on the nature of competition (also mentioned).
- What sort of commitment is needed from the policymaker?



Directions for future research

» Direction of innovation:

- How will a more restrictive policy effect the dynamic path
of innovations?

- Captive consumers as the source of entrenchment: source of
the innovator’s dilemma & la Christensen (1997).



