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ABSTRACT

C

Antitrust r rs play a critical role in protecting market competition. We examine whether
the politic s affects antitrust reviews of merger transactions. We find that acquirers and
targets lo ithe political districts of powerful U.S. congressional members who serve on

committe ntitrust regulatory oversight receive relatively favorable antitrust review

outcomes. To establish causality, we use plausibly exogenous shocks to firm-politician links and

th

a falsification test. Additional findings suggest congressional members’ incentives to influence
antitrust lews are affected by three channels: special interests, voter and constituent

i

interests, jdeology. In aggregate, our findings suggest that the political process adversely
interferes e ability of antitrust regulators to provide independent recommendations
about antigco tive mergers.
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1. Introdu
]
Al

3

y of research examines the causes and consequences of mergers. Despite the

breadth offthis reSearch, relatively little is known about how firms manage the merger antitrust

G

review proges the United States, overcoming antitrust regulatory scrutiny is a critical hurdle

S

to consummate "any economically significant merger. We offer new evidence about the merger

U

antitrust the U.S. and in particular, how the political process can influence merger

antitrust réView outcomes.

£

w dvantage of the fact that some acquirers and/or targets are located in the

d

political districts of House Representatives and Senators who sit on the committees charged

with oversig U.S. antitrust regulators: the House Judiciary Committee and the Senate

W

Commi Judiciary (hereafter “judiciary committees”)." This allows us to use plausibly

exogenouglBhocks to firm-politician links to offer causal evidence.

[

Jug @ bmmittee members have both the ability and motivation to influence merger

antitrust reyi tcomes. According to congressional control theory, the relationship between

Congre latory agencies is a principal-agent problem and the ability of politicians to

e

"In contras ns serving on other committees have limited ability to influence regulators outside their

’

purview. We dj his issue more in robustness tests discussed below.
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influence regulators occurs via various monitoring and disciplining mechanisms (Weingast and

Moran, 1983; Weingast, 1984). Under the theory, politicians can influence a regulatory agency

(under thejggijsicisdiction) by threatening to reduce the agency’s budgetary appropriation
recomme holding congressional hearings, and/or by threatening to replace the
I

agency’s I!dership (Shotts and Wiseman, 2010).”

Judiiary&gommittee member have several incentives to influence merger antitrust

G

reviews. Spe interest groups (e.g. acquirers or targets) can influence committee members,
consistent pture theory (e.g., Stigler, 1971; Laffont and Tirole, 1991). Also, politician

ideology and pers@nal wealth concerns can affect a committee member’s support for a merger.

LS

It i§ not obvious ex ante that congressional members can opportunistically influence

f

merger anti view outcomes. First, the merger antitrust review process is highly technical

d

and regulatér ploy specialist lawyers and economists, who obtain detailed confidential

informatio the merger parties and conduct extensive economic analyses to evaluate the

M

compe uences of the merger. Second, electoral competition theory (Mayhew, 1974;

Fenno, 19Z8), posits that congressional members can have reelection-related incentives to

[;

pressure antitkust regulators to reject mergers that could result in job losses (Dessaint, Golubov,

O

through ung back channels because they want to limit possible backlash if a merger results in
adverse € eir constituents, such as job losses or reduced choice and/or higher prices for goods and
services. Ac i researchers have limited ability to document exactly how and when politicians influence

antitrust regulators.BHowever, prior empirical evidence supports the notion that congressional committees
influence r ctions (e.g., Faith, Leavens, and Tollison, 1982; Weingast and Moran, 1983; Hunter and
Nelson, 1995
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and Volpin, 2017) or higher prices for goods and services in their districts due to reduced market

competition (Geraldi and Shapiro, 2009). Given these competing effects, the net effect of the

{

political prg n merger antitrust outcomes is an empirical question.
w sample of mergers in the U.S between 1998 and 2016, and find that
I

antitrust r@view outcomes of anti-competitive mergers are systematically more favorable for
merger pagfies he political districts of members serving on judiciary committees. The effects
of political i are most pronounced in the subset of mergers that are most likely to be

contested

oC

rust regulators due to possible anti-competitive concerns and are therefore

more likely to b@hefit from political interference. When acquirers have judiciary committee

G

represent e antitrust review results in fewer regulatory obstacles and the review is

1

complete ®In contrast, when targets have judiciary committee representation, antitrust

. . f 3
reviews take er and are more likely to include regulatory obstacles.” A one standard

d

deviati in the seniority of an acquirer’s (target’s) judiciary committee representation

is associ a 9.8% (7.2%) increase (decrease) in the probability that an anti-competitive

M

merger receives an early termination decision, relative to other review outcomes, and a 3.5%

decrease (hrease) in the length of the review duration, or 5.1 days (3.6 days) respectively.

O

w s causality in several ways. First, our results are robust to the inclusion of

state andWindustry fixed effects to remove any time-invariant state or industry-specific

£

L

® Further analyses discussed in Section 6 indicate that the positive relation between judiciary committee

L

representat rgets and merger antitrust hurdles is consistent with capture theory rather than because

of politician ¢ about adverse effects of the takeover on local-area employment.

A
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characteristics. Second, difference-in-differences tests show that antitrust merger review

outcomes are less favorable for merger parties that experience plausibly exogenous losses in

judiciary coﬁ' ee representation, relative to other merger parties. Third, a falsification test
shows th s are unlikely to be attributable to characteristics that drive powerful
I

political rgpresentation generally, rather than specifically due to powerful judiciary committee

representm

Newinvestigate four channels that could provide members of Congress with
incentives to intervene in antitrust reviews: corporate influence (i.e., special interests), direct
effects on itlients and spillover effects on reelection prospects, ideology, and personal
wealth inEFirst, we document that merger parties increase lobbying and political

contributio ty in the year of the merger relative to industry peers, consistent with the

argument rger parties attempt to use political influence to achieve favorable antitrust

review. iariate analysis results suggest this spending is effective; we document a positive
relatio en merger party political connections, lobbying, and contributions and the

* Another alte explanation is that members of Congress who serve on judiciary committees obtain private

information ich mergers are likely to be viewed more favorably by the antitrust agencies and share
this inform n with their constituent acquirers and targets. These parties, in turn, only engage in mergers
that are i ive favorable antitrust reviews. This explanation is unlikely to hold because it requires
ittee members systematically have private information about hypothetical antitrust
reviews. Angi ulators only thoroughly analyze mergers after the merging parties file a formal merger
proposal. Also, reguiors request and use extensive confidential information from the merger parties in order

to conduct reviews.

<
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favorability of antitrust review outcomes.’

Wgressional members' concerns about the effects of mergers on employment
in their cm@s likely affect their incentives to influence antitrust reviews. We find that
antitrust merger reviews face increased (decreased) scrutiny in the year before (followin

St merger t ( ) y y ( g)
judiciary Me member elections. Third, we find some evidence that merger antitrust
review infensity negatively related to the average ideological conservatism of judiciary

committe rs. Finally, we find that congressional members who have immaterial wealth

SC

holdings in merging firms are unlikely to have personal wealth incentives to influence antitrust

merger re

U

In Gr study establishes that political influence facilitates favorable antitrust

merger re comes. We also provide evidence about a mechanism (judiciary committee

d

memb various channels that affect judiciary committee incentives to influence

regulator beh Our findings are relevant to multiple streams of academic research.

M

First, our results contribute to the literature on mergers and acquisitions. Extant work

largely focL the determinants of merger activity or performance.® Our study provides

insights aho & merger process, and in particular, the role of political influence in antitrust

includes rs that have proceeded to a stage at which the board (acting as a proxy for shareholders)

has approv rger and given managers responsibility for navigating the merger process. Furthermore,
in contrast to sharefiblders, managers have significant influence over activities related to the antitrust review

process.

®See Ca nd Schoenberg (2006) for a review of the M&A literature.
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reviews.

Wr findings inform the literature on how corporations exert political influence

to obtain eneﬁts.7 Croci, Pantzalis, Park, and Petmezas (2017) document increased

antitrust hurdles in takeovers of politically-connected targets. Our study builds on their findings
H I

in three w itst, we document political influence from the perspective of both acquirers and

targets. S&tond, We identify a comprehensive set of channels that affect political influence in

the mergewst process. Third, we show that political influence over antitrust regulators is

driven solely by congressional members who serve on judiciary committees. Thus, we provide a

more com ight into the mechanisms and channels through which political factors affect

antitrust rger outcomes.

Al\me observe outcomes that suggest a causal link between a merger party being

itical district of judiciary committee members and favorable antitrust reviews,

our findings ar et effect. In other words, we cannot observe whether the outcomes are the
result of an explicit effort by congressional members to influence antitrust regulators or due to
actions b!antitrust regulators who anticipate politician preferences but are not explicitly
ianuenced@ressional members. Second, we do not examine whether political influence in

results in adverse social welfare outcomes. It may well be the case that

antitrust re

politica

overall Mrovements.

explicit or implicit, reduces frictions in the regulatory process, and leads to

" An incomplete li cludes Faccio (2006), Leuz and Oberholzer-Gee (2006), Correia (2014), Tahoun (2014),
Christen ail, Walther, and Wellman (2017), Wellman (2017), and Mehta and Zhao (2019).
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2. Merger Antitrust Background

Wn 2.1, we present an overview of U.S. merger antitrust laws. In Subsection

2.2, we ou@erger antitrust review process.

Th@Pbast@ objective of antitrust regulators is to “protect competition as the most
appropriate_means of ensuring the efficient allocation of resources and — and thus efficient
market oum

— in free market economies” (OECD Competition Policy and Efficiency Claims

in Horizontal Agr@ments, 1996). In evaluating mergers, regulators consider the trade-offs for

u

consumer;nefits of mergers include reduced costs of goods and services due to greater
economie le for the merged entity and greater product choices due to increased

innovatio ‘w n, 1999). Potential costs include higher prices and reduced choices for

d

consu of reduced competition.

M

al federal competition-related legal framework governing mergers is Section

7 of the Clayton Antitrust Act of 1914 (hereafter “Clayton Act”). The Clayton Act sought to

[}

prevent me acquisitions, or joint ventures where “the effect of such acquisition may be

O

substantia sen competition, or to tend to create a monopoly” (Clayton Act Section 7, 15

U.S.C. §18]. The Hart-Scott-Rodino Antitrust Improvements Act of 1976 imposed further

g

restrict rgers by requiring that parties seeking to undertake a merger need to file

{

paperwor titrust regulators and wait for the outcome of a government review before

U

proceeding.

A

The | Trade Commission (FTC) and the Antitrust Division of the Department of
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Justice (DOJ) are charged with conducting antitrust merger reviews in the U.S. There are no
requirements that the reviewing agency be disclosed, which limits our ability to exploit variation

may also ional scrutiny from industry-specific and foreign regulators. For instance,

in politica| 'ﬁnce across agencies. Mergers in certain industries and cross-border mergers
]

|
bank mergers also face review from the Federal Reserve Board and communications industry

mergers a@ntitrust scrutiny from the Federal Communications Commission (FCC).2

2.2 Mergemst Review Process

Allﬁd mergers that fit into predefined criteria are required to file a “notification
of intent” wi oth the FTC and the DOJ. Either the FTC and DOJ accept the review based on
available r@ and industry expertise. The reviewing agency then has 30 days to review the

filing. If thm determines that the merger does not result in any antitrust concerns, it can

allow tgperiod to expire or grant an “Early Termination” within the waiting period.

& Anecdotal evidence suggests that when multiple U.S. agencies are required to review a merger, it is rare that

the agencieggrelease conflicting recommendations about the merger’s antitrust effects. This is likely due to
coordinatio encies for a given merger. For instance, amongst all cases reviewed by both the FCC and
DOJ, the F never approved a merger that has been challenged by the DOJ in court (see
http://wwom/2011/09/01/technoIogy/us-moves-to-bIock-merger-between-att-and—t-
mobile.html)?

by the FTC and updated annually. The threshold for filing a “notification of intent” in

2016 was: 1iif an acquirer obtains greater than $78.2 million in securities and/or assets of a target and one of
s sales or assets greater than $156.3 million and the other merger party has sales or
assets gNS.G million; or 2) if an acquirer obtains greater than $312.6 million in securities and/or
assets of (https://www.ftc.gov/enforcement/premerger-notification-program/current-thresholds).
Our sample is unlikély to be affected by an amendment to the Hart-Scott-Rodino Antitrust Improvements Act
in 2002 tha ially increased the size and nature of the thresholds for review [see Wollmann (2019) for

a detailed discussi

f the changes] because our selection criteria results in the retention of mergers that are

larger t reshold limits and therefore automatically subject to antitrust reviews.

This article is protected by copyright. All rights reserved.
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Either of these events signals antitrust approval.

Wwing agency needs additional information, it sends the merger parties an
“Additiona @ st” for information. This extends the waiting period by a minimum of 30 days.
FoIIowigg this additional review, the reviewing agency undertakes one of three actions: 1) it

[
closes thehnd allows the merger to proceed; 2) it permits the merger conditional on the

merger padfities taking prespecified actions to ensure competition is not reduced; or 3) it either

¢

advises thmg firms to terminate the bid or files a preliminary injunction in federal court

to stop the merger from proceeding while an administrative trial is pending. Appendix A
3of these scenarios.

presents e

-

3. Data, Varia and Methodology

Eescribe the data sources and procedure used to generate our sample
(Subse e then outline the methodology used in the empirical tests (Subsection 3.2)

and discusithe construction of our key independent variable (Subsection 3.3).

3.1 Data
We o;am M&A data from Thomson Reuters’ SDC database. Our sample period begins in

1998 b@tical contributions and lobbying data are not available before this date and

ends in ecause of limitations in congressional committee representation data
This article is protected by copyright. All rights reserved.
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availability.10 We obtain data on members of Congress from MIT political science professor

Charles Stewart lll's website and link U.S. Senators and House Representatives to merger parties

based on wﬁr the firm is headquartered in a Senator’s and/or a Representative’s political
district.™ ifia firm headquarters using the M&A file in Thomson Reuters SDC database
]

from Compustat, which only provides the most current (i.e., non-historical) firm

location d0
Pomdistrict data are from the U.S. Census Bureau’s website

(www.census.iovifeo/maps—data/data/cd_state.htmI) and the University of Missouri’s Census

S

rather t

Data Cent //mcdc2.missouri.edu/). Corporate political contribution and lobbying data
are from !e Federal Election Commission (FEC) and the Center for Responsive Politics (CRP),

respectivel ing Faccio (2006), we use data from BoardEx also identify whether a firm is

connected gressional member because of their prior work at the firm as an executive or

board Erm—specific data are from Compustat. Our final sample consists of 1,602

we drop M&A cases in which 1) the acquirer does not obtain 100% ownership of the target; 2) either the

acquirer or the target is private because of limitations on the data we can obtain for private firms; 3) the
merger doe&gt meet the minimum size threshold requirement for antitrust reviews; or 4) either the acquirer
or target has_a non-U.S. headquarters location. We also exclude non-merger transactions such as

recapitaliza tender offers, exchange offers, repurchases, minority stake purchases, acquisitions of

remaining i privatizations (e.g., Huang, Jiang, Lie, and Yang, 2014) because such transactions are not
systematically subject to an antitrust review. We also exclude all cases in which the merger attempt is
abandoned @rior to the completion of an antitrust review because we cannot objectively determine the reason
for eac gh one reason is acquirer expectations about unfavorable antitrust review outcomes,
there are alsp manygther reasons including a change in mind by either party, lack of market support, bidding
problemMive defense by the target (Pickering, 1983).

" Available 58 web.mit.edu/17.251/www/data_page.html.

2 our findi milar if we use a proxy for operational headquarters rather than corporate headquarters

(if the two are t) to identify the congressional member-firm link (see the Online Appendix for results).
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mergers that are subject to antitrust reviews during the 1998 - 2016 period, with 875 unique
acquirers and 1,458 unique targets.

3.2 Metho

Our_primary objective is to investigate whether merger parties with political
n — ) & ger P P
representhjudiciary committees receive favorable antitrust review outcomes relative to

other mernger patlies. We use two proxies to measure antitrust outcomes: Outcome, which

G

captures t t to which antitrust regulators impose obstacles for the merger parties; and

S

Duration, which captures the length of the merger review process. We identify antitrust review

U

outcomes duration of the antitrust review period by searching the Factiva, EDGAR, and

DOJ datab@ses, as well as FTC news releases.

)

Ou titrust review proxy, Outcome, is set to a value from 1 to 4 based on the

o

severity ofth gulatory review with 1 (4) representing the least (most) severe antitrust

obstacles specifically, Outcome is set to 1 when a merger receives antitrust clearance via

i

an Earl jon notice (796 cases); set to 2 when a merger receives an unconditional

antitrust cJearance but outside of the early termination window (724 cases); set to 3 if the

.

merger receiyes antitrust clearance conditional on the acceptance of certain actions to mitigate

O,

anti-comp ncerns (76 cases); or set to 4 if antitrust regulators file to block the proposed

merger (6fCases). *In additional tests discussed in the Online Appendix, we check that our

T

2 The outcomes c gories are not intended to be evaluated in terms of whether the outcomes are
orable” per se. Any merger with an antitrust review outcome in one of the 1, 2, or 3

£

“favorable”
groups could be ified as favorable if in the absence of judiciary committee influence, the merger would
have fa antitrust scrutiny. For instance, mergers in group 3 (i.e., mergers that are conditionally

This article is protected by copyright. All rights reserved.
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empirical results are robust to excluding early termination cases which may not require political

interference because of low anticompetitive effects and also to a battery of alternative

{

classificatio ntitrust outcomes.

0] roxy, Duration, is the natural log of the number of days between the
|

merger anmouncement date and the date that the antitrust decision is rendered. Lengthier

[

reviews refluc e likelihood that the deal is approved without conditions (such as a

G

requirement t key assets be divested) and reduce the viability of the merger by creating

S

uncertaint ogl/the exchange ratio that can be affected by adverse stock price movements

and delays in the Wtegration of the operations of the merging firms (Morse, 2002).*

b

w e the following models to measure the effect of congressional representation

ﬂ.

on antitru r review outcomes (equation 1) and duration (equation 2):

utcomep,: = a + 81 * Seniorityy, : + Bx * Controls,, ; + &+ (1)

d

urationm,: = a + 8, * Seniority,: + 8x * Controlsy,: + &m (2)

We use ed probit regression to estimate equation (1) and OLS to estimate equation

r M

accepted b s) can be viewed as favorable if those mergers would have faced additional scrutiny or

O

even been rejected (and thus in category 4) in the absence of political support on judiciary committees.
Similarly, m@Fgers that are approved without any restrictions could have been subject to different regulatory
conditio i

ihess in the absence of political influence.

{

14
We co

regulators ¢

ation between judiciary committee representation and Outcome but not Duration. First,
different conclusion when reviewing politically connected mergers but do not materially
reduce the scope ofithe antitrust review analysis. Second, regulators do reduce the scope of the antitrust

U

review but easing the outcome of the review to provide the impression that a thorough review has

been conduct

A
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(2).15 Senioritynm represents one of three proxies to measure the strength of judiciary committee

representation for the acquirer and target in merger m immediately prior to the antitrust review

1

year t: Judi om, JudiciaryCom_num, or JudiciaryCom _dum. We discuss these measures in
detail in S 3.
I

Cofitrols,,: is a vector of other variables that can explain antitrust merger review
outcomes gf d ion. First, we control for the possibility that the acquirer and target directly

lobby the F J (Lobbying_DOJFTC acq and Lobbying DOJFTC tar for the acquirer and target

S

respective prior business connections between the merger parties and the DOJ/FTC

(Connect_DOJFTCWacq and Connect_DOJFTC tar). We also control for the logged dollar value of

Ul

the deal si e), the market concentration of the acquirer’s three-digit SIC industry based

Il

on total s g the Herfindahl-Hirschman Index (/ndustryHHI_acq), as well as the relative

size of thefac and target (Relative_Size), measured as the acquirer’s total assets divided by

d

the tar ssets. In addition, we control for the combined market share of the acquirer

and the n either party’s three-digit SIC industry (Total MktShare).'® All variables are

M

defined in Appendix B. All specifications include acquirer industry, target industry, state, and

i

year fixed Standard errors are adjusted for heteroscedasticity using a Huber-White

sandwich €5 r and clustered at the acquirer state level. In untabulated sensitivity tests, we

> Green gests that using fixed effects with non-linear models may result in an incidental

paramet To ensure that our results are not sensitive to this concern, we follow the suggestion in

{

Angrist and 2009) and confirm that our primary tests of equation (1) are robust to using Ordinary
Least Squares (OLS)®@nalysis. We present those results in the Online Appendix.
'® The mark

the acquirer an target are in different industry codes, then combined market share is unlikely to be a

U

based on total aggregate sales of firms in the merging firms’ three-digit SIC industry. If

major a nsideration and we set the variable to the market share of the acquirer.

A
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find that our results are robust if we instead cluster standard errors at the House district level.

3.3 Measures of Judiciary Committee Member Influence

1

F ing Levitt and Poterba (1999), we use a politician’s seniority to measure her
power on ipnal committee. We also allow for the possibility that multiple members of
I

both judicigry committees can influence antitrust regulators. Thus, our primary firm-level proxy

for the powf@ér merger party’s judiciary committee representation is the aggregate years of

G

congressiona ember service (JudiciaryCom) immediately prior to the merger antitrust

" “

tar’ to the variable name to reflect whether the

S

review." the postfix “ acq” or

measure reflects the acquirer’s or target’s judiciary committee representation, respectively.

Ul

In ibiwity tests tabulated in the Online Appendix, we show that our results are robust
to (1) altegeasures of an acquirer or target’s judiciary committee representation based
on either@ of a merger party’s total representation on judiciary committees; (2)
repres he top quartile of either committee; and (3) present the effects separately for
senior andgj representation on judiciary committees.’® We also present results from tests

[

Y This firm-|

is headqua

asure is easily illustrated using an example: Foot Locker Inc. (an acquirer in 2007; NYSE: FL)

ew York’s 8" congressional district. In 2007, New York had one representative on the

v é
)
D

mittee — Charles Schumer (D-NY) — who had served on the committee for nine years.
o representatives on the House Committee of the Judiciary: Jerrold Nadler (D-NY), who
was the 8" ngressional district representative, and Anthony Weiner (D-NY), who was the 9" congressional
district

respecti

. Nadler and Weiner had served on the House committee for eight years and five years
07. The value of JudiciaryCom_acq applied to Foot Locker for 2007 represents the

t

aggregate y vice for Schumer and Nadler (9 + 8 = 17). Weiner is not included in the seniority count as
the firm wa% congressional district.

¥ we aggre m’s Senate and House judiciary committee representation because we do not a priori
expect different ts between the judiciary committees. Our results are similar when we use variables to

separat y Senate and House representation with the exception of mergers classified as having high

A
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where we measure politician membership on relevant subcommittees within the House and

Senate judiciary committees.

{

4. Descripti tistics
Ta ts the descriptive statistics. Panel A presents details about the House and
I

Senate Judiciary Committees for our sample period. The House Judiciary Committee (Senate

Committeeffon Judiciary) has an average of about 41 (19) members during our sample

&

period, representing an average of 21 (17) states. Thus, conditional on having representation on

O

a judiciary ee, each state has an average representation on the House (Senate) judiciary

committee of ab®ut 2 (1) members. Congressional members serving on the House (Senate)

B

judiciary ¢ ittee have an average tenure of approximately 5 (13) years during our sample

1

period an um tenure of 25 (44) years.

N

t, b abulate states with representation in the top (bottom) quartile of judiciary
commi over the sample period based on the number of years of service of

congress embers on a committee. The evidence indicates that committee power is

M

spread across a large cross-section of states; the heterogeneity in judiciary committee

[

represent gests committee power does not appear to be systematically concentrated in

the largestio St populated states.

P Table 1 presents descriptive statistics for the sample of mergers. The mean

N

(media Outcome is 1.75 (2.00), implying that approximately half of the merger

{

antitrust r are either approved with early termination or without any restrictions or

U

contest risk. In t mergers, we find that House committee representation for targets is significantly greater
than Se ittee representation in terms of the link to antitrust outcomes.

fas
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conditions. For mergers that receive antitrust reviews, the average length of the antitrust review
(Duration) between the deal announcement and the antitrust review outcome is 143 days. The

mean Judici m_acq (JudiciaryCom_tar) value of 12.2 (7) indicates the aggregate tenure in

years of 's (target’s) political representation on the judiciary committees. The

I
average ldbbying expenditure by acquirers to congressional members (antitrust agencies) is

[

$196,103 (§83,484), which likely understates the actual amount spent by corporations because

G

of limited availability. About 24% (6%) of acquirers (targets) have prior business

S

connectio ithpthe committee members based on employment as an executive or director.

Finally, 5.7% (2.5%) of acquirer (target) firms have business connections with DOJ/FTC.

Gl

Tur, merger characteristics, the average deal value in our sample is approximately

f

$2.1 billioR® verage combined primary industry market share (Total MktShare) of the

ne farget together is 6.9% of total industry sales. The average (median) value of

Q
(@]
o
=
=
o
=
Q
a

proximate 62 (7.5), implying that the average (median) acquirer is 62 (7.5)

times lar the target. Finally, acquirers (targets) have positive (negative) return on assets

=
g
Q
=
M

(ROA) on average.

N

[

| Cin Table 1 presents the top ten three-digit SIC industries represented in

our merge . No single three-digit SIC industry represents more than 299 observations of

either acqui argets. Panel D presents the states in which acquirer and target headquarters

N

are loc . nia, New York, and Texas are the most represented states for both acquirers

{

U

and targe al about 36% of the sample). Untabulated tests indicate that our empirical

results ar to the removal of each of these three most represented states. The top ten

statesr t about 67% of the total sample of mergers. The evidence in Panels C and D and

A
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the findings from robustness tests indicate our results are unlikely to be driven by mergers in

any particular industry or state.

{

Ta esents descriptive evidence about merger intensity when acquirers or targets
have judi ittee representation. An ideal test to evaluate selection concerns would
I

scale the immber of firms involved in a merger by the total number of potential firms that may
desire to er Mto an acquisition. Because we cannot observe the set of potential firms that

may desire nter into an acquisition, we instead scale the average number of acquirers or

SC

targets in at@ by the total number of firms headquartered in the state (Deal Ratio). We

implicitly assumefthat the number of firms wishing to pursue an acquisition is correlated with

Ul

the size o te (number of firms). For both acquirers and targets, we find that merger

Il

intensity i tistically different across states with representation in the top quartile of

judiciary ¢@m e representation, the bottom three quartiles, or states without judiciary

d

commi ntation. This finding supports the argument that firms are not choosing to

enterint ased on their judiciary committee representation.

M

Next, we examine Deal Ratio at the industry level (Deal Ratio_Industry). We also create a

[

variable, Deal Ratio_HighContestRisk, which is the ratio of the number of acquirers or targets in

O

mergers t ost likely to have anticompetitive effects scaled by the number of firms in the

same statél The t-tests of differences in means across all the groups are statistically insignificant,

£

which suggests that merger intensity is similar across differences in acquirer or target judiciary

¢

committe ntation.

U

A
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5. MultWIysis
In , we discuss the empirical findings. In Subsection 5.1, we discuss results

from &Ur™BFMAEry tests examining the effects of merger party judiciary committee

representagl n on merger antitrust reviews. Subsection 5.2 presents our identification strategy

C

and result

5.1. Merg tylRepresentation on Judiciary Committees and Antitrust Review Outcomes

$

Table 3 presents rn@sults from multivariate tests of equations (1) and (2) examining the

U

associatio n the power of the acquirer’s or target’s political representation on judiciary

1

committe erger antitrust review outcomes. The results in column (1) show that for the

full samplalof % sers, the power of an acquirer’s judiciary committee representation is on

d

averag nd significantly related to the favorability of the antitrust merger review

outcom acquirer (significant at the 5% level). We find the opposite result for targets

M

with judiciary committee representation. In other words, these targets face greater antitrust

I

scrutiny t ts in other mergers (significant at the 5% level).

O

N amine whether the on-average results in column (1) in Table 3 showing a link

between jldiciary committee representation and antitrust outcomes vary with the extent to

h

which likely to face antitrust scrutiny. Mergers that materially reduce market

{

competiti us potentially have net negative effects for consumers in the form of higher

U

prices and/or redudced innovation are more likely to be contested and encounter relatively more

regulat ictions for merger approval, and the review process is likely to be longer relative

A
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to other mergers (DOJ Non-Horizontal Merger Guidelines). Therefore, acquirers and targets

involved in anti-competitive mergers are most likely to benefit from favorable political

interventio'ﬁ%heantitrust review process.

We identify anti-competitive mergers as those mergers in which: 1) the acquirer and
N
target cothhe same product market as defined by Hoberg and Phillips (2010, 2016); or
2) the acq‘rer aa’ target are in the top quartile of highly connected vertical industry pairs using
the Ahernmrford (2014) methodology, which uses input and output activities between
industries to develop a measure of vertical connectedness.” We classify such mergers as “high
contest riDall other mergers as “low contest risk.” The total sample of 1,602 mergers

representd860 (54%) high contest risk mergers and 742 (46%) low contest risk mergers.?

£

Thgre ce in columns (2) and (3) in Table 3 shows that the effect documented in

colum ntrated in the high contest risk merger partition (significant at the 5% and 1%

levels for ac and targets respectively) while statistically insignificant in the low contest

n economic terms, the results in column (2) indicate that a one standard

¥ We includ mergers because the DOJ Non-Horizontal Merger Guidelines outlines the possibility of

antitrust co

due to changes in rival firm costs or increased anticompetitive coordination (see
https://ww! ov/atr/non-horizontal-merger-guidelines).

2®\We checKlthat our results are robust to two alternative classifications to measure the likelihood that
antitrus

H

ill contest a merger. First, we reclassify high contest risk mergers to consist of just the
882 samegi rizontal mergers. Second, we reclassify high contest risk mergers to include only those

{

same-indus s for which the acquirer is one of the top ten largest firms in the industry based on total

sales in the year pRor to the merger. Although this restriction reduces the number of intra-industry high

Lk

contest risk rom 882 to 274, it also significantly increases the power of our tests. The findings from
both tests (unta d) are qualitatively similar to our main findings, which validates the construction of the

high co nd low contest risk partitions.

A
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deviation increase in the seniority of an acquirer’s (target’s) judiciary committee representation

is associated with a 12.1% (10%) increase (decrease) in the probability that a high contest risk

{

merger appli n receives an early termination decision, relative to other review outcomes.

P

;he results in column (4) in Table 3 indicate that the power of acquirer (target) judiciary

committe ntation is negatively (positively) associated with the antitrust review duration

at the 5% (evel (18% level). In economic terms, a one standard deviation increase in the power

Cll

of the acgfir (target’s) judiciary committee representation is associated with a 4.3%

S

decrease (4.4% Increase) in review duration, or 6.2 days (6.2 days), respectively. The findings in

U

columns ( indicate that the results are statistically and economically significant only for

the high c@ntest risk mergers (statistically significant at the 1% and 5% levels for acquirers and

N

targets re y) but not for low contest risk mergers. F-test results indicate that the

ck

coefficientS¥fo iciaryCom_acq and JudiciaryCom_tar across high contest risk and low contest

risk cases nificantly different for tests in which the dependent variable is Duration.

M

ese findings are robust to adding controls for factors that can influence the antitrust

review, s@th as the amount of lobbying to antitrust agencies, deal value, pre-merger

[

competiti in the acquirer’s primary industry, and the relative size of the acquirer and

O

target. In sumY,"our results suggest that the favorability of antitrust merger reviews is statistically

and ec reater for firms in the districts of powerful congressional members serving

1

Ittees.

L

on judic

AU
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5.2 IdeW

0] @ y multivariate specifications include state and industry fixed effects to
removéd¥ia nvariant state or industry characteristics. With the inclusion of these fixed
effects, coeffici estimates are identified from within-state and within-industry time series

variation.

Towattribute our findings to influence from congressional members serving on

judiciary commities, we exploit shocks to firms’ judiciary committee representation using

plausibly us departures from the judiciary committees. There are 98 judiciary
committe r departure cases during our sample period (73 Representatives and 25
Senators). % ify the exclusion restriction, we require that the reason for a committee
turnov ences subsequent period antitrust outcomes for mergers in the departing
member’ ituency (the dependent variable) only via its effect on committee representation

(the independent variable). Two types of turnover cases can satisfy the exclusion restriction:

. . . 21
member tho other congressional committees and death or illness.

FirQber transfers to other congressional committees satisfy the exclusion

restrictiongecause transfers occur for reasons that are unlikely to be directly linked to merger

.

n contrast, an exainple of a turnover case that is unlikely to satisfy the exclusion restriction is turnover due

to reelectio " particular, poor underlying local-area economic conditions may affect both reelection

outcomesa{ probability of survival, the latter of which in turn influences antitrust review outcomes.
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antitrust outcomes.?” Furthermore, the timing of a transfer is mostly unrelated to state- or

congressional district-level events that could affect merger antitrust outcomes.”® We also

{

include co e departures that occur due to illness or death, as these are likely to be
exogenou judiciary committee turnover cases during our sample period, 44 relate to
I

committedrtransfers and four relate to illness or death, a total of 48 plausibly exogenous

turnover cgses. do not treat the other 50 turnover cases as exogenous.24 In sensitivity tests

C

tabulated in Online Appendix, we find that our results are robust to using all 98 turnover

cases.

Th

US

sibly exogenous turnover cases represent judiciary member turnover in 33

states. Thi§broad representation of states suggests that our results are not likely to be driven by

fi

any geogra centrations or spurious pre-trends. Of the 48 cases, 25 (26) cases represent

d

turnover essional members in the top quartile (non-top quartile) of seniority on

judiciary ittees. For each of these 48 turnover cases, we identify 431 sample mergers that

M

22 Members transfer committees: (1) for increased power or prestige; (2) because of interest in helping shape
public policy in areas outside of the jurisdiction of the judiciary committee, which may stem from a member’s
pre-Congre ork experience or education; or (3) for the opportunity to more easily obtain federal funding or

3

develop economic interests relevant to a subset of their constituency (e.g., Fenno, 1973; Bullock, 1976).

2 The timing

of vacancies of"a"given committee, the political needs of each party assigning members to committees, the

ittee reassignment decisions depends on a large number of factors including the number

number of ompeting for a committee assignment, views on specific issues, seniority, party loyalty,
and rules o e number and types of assignments that each member may hold (Smith, Roberts, and Vander
2013). T

restrictio mber and type of committee assignments that each politician can hold.

Wielen, e_Republican and Democratic parties and each chamber also have specific rules and

" These include deBartures due to reelection losses, for non-elected public or private sector positions, or
because of mebi t. Committee departures for a private sector job could represent a repayment for

favorable politicalgififfluence in a prior merger antitrust review. Retirement could reflect expectation about
poor fut or district economic forecasts that could also affect merger antitrust outcomes.
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involve firms in their congressional districts or states in the two-year window before or

following the turnover event (excluding the turnover year). These mergers are the treatment

{

group. We identify a control group of similar mergers with judiciary committee
represent r which the acquirer does not experience a judiciary committee turnover
I

shock in thie same two-year window as for a matched treatment acquirer. To obtain a sample of
control ge we use all non-treatment mergers in the same quartile of both
IndustryHHI and Value as treatment mergers. We do not impose a one-to-one matching

restriction

SC

to ensure that the results are not subject to concerns related to small sample

sizes. The matche@l control sample consists of 295 mergers.

Ul

Werlestimate difference-in-differences regressions using the dataset of treatment and

£

control me s from two years prior to the turnover year to two years after the turnover

d

year:

Outcomep,; * Treatment,,, + 8, * Post,, + 85 * Treatment,,; * Post,,, + By * Controls,; + &,: (3)

V]

Duratiofifees * Treatment,,, + 8, * Post,,, + 85 * Treatment,,; * Post,, . + Bx * Controls,,; + &,

(4)

I

Th dent variables Outcome: and Duration,: are as previously defined.

Treatmen indicator variable set equal to one for mergers in which the acquirer loses

O

judiciary ¢ e representation in one of t-2, t-1, t+1 or t+2 years, and set equal to zero for

N

all controlymergegs. The subscript t reflects the year in which the merger antitrust review

t

commenc dicator variable Post,,; equals one for mergers in the post turnover period

U

(t+1 or t+2 zero otherwise. A positive sign on the primary variable of interest, 85 the

interac een Treatment,,: and Post,,;, is consistent with less favorable antitrust review

A
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characteristics for treatment firms after the loss of a judiciary committee member. Controlsy,; is

a vector of variables that can explain antitrust review outcomes as previously described.

{

We clude acquirer and target industry fixed effects to remove any time-invariant
difference industries, year fixed effects to remove any common trends affecting
I

mergers ifgboth the treatment and control samples, and state fixed effects to remove state-

level timezfivarfapt differences. We cluster standard errors at the state level. The empirical

G

findings disc d below are qualitatively similar if we cluster at the congressional district level.

W

S

our empirical strategy using two sets of analyses. First, in Panel A of Table 4,

we show that th@ observed treatment and control merger covariates in the year before the

Ul

shock are . Second, we use a leads and lags model to graphically examine whether the

n

pre-treat ds in merger Outcome and Duration are parallel for treatment and control

firms (Ataflas d Black, 2016). Figure 1 shows that the pre-treatment trends for treatment

d

and co r outcomes are similar. However, following judiciary committee member

turnover e Preatment firms on average display sharp increases in Qutcome and Duration

\1

relative to the trend in those variables for untreated firms. This evidence indicates that antitrust

merger rev@ew favorability for treatment firms worsens following the departure of a judiciary

E

committee tative relative to merger antitrust review outcomes for control firms.

0O

Pa Table 4 presents coefficients from tests of equations (3) and (4). In column (1),

we fin ence that merger outcomes are affected by judiciary committee turnover

h

shocks.

L

icient on Post is positive and significant, indicating that antitrust review

outcomes for all Jhergers are relatively less favorable following judiciary committee member

]

turnover. T ficient on the interaction between Treatment and Post is also positive and

statistically ant (at the 5% level). This finding suggests that judiciary committee member

A

This article is protected by copyright. All rights reserved.

25



turnover has a significantly greater effect on merger outcomes for firms in the political districts

of departing committee members. The results for Duration in column (2) are similar but only

e

statistically icant (at the 10% level) for the interaction term.

Th

|
turnover gases to provide further insights into the scenarios in which our documented effects

columns 1 and 2 represent on-average results. Next, we partition the

manifest. GHlu (3)-(10) in Table 4 present the results from these partitions. In columns (3)-
(6), we pres results for tests after partitioning the turnover cases based on whether the

departing iy committee member is in the top quartile of committee seniority at the time

5C

of departure (columns (3)-(4)) or not (columns (5)-(6)). For the senior committee member

Gl

turnover p, the coefficient on the interaction between Treatment and Post is positive

1

and statis nificant at the 1% level for the test of Outcome and at the 5% level for the

test of Ddkat n contrast, we find no evidence that junior committee member turnover

d

affects Duration.

s (7)-(10) in Table 4, we present results after partitioning the turnover cases

%

based on whether the merger is a high (columns 7-8) or low (columns 9-10) risk candidate for

antitrust s

[

e find that judiciary committee member turnover is associated with a more

negative a butcome and a more extended review period for the high contest risk sample.

In both co ) and (8), the coefficient on the interaction between Treatment and Post is

n

positiv ically significant at the 5% level. We find no evidence that antitrust outcomes

{

Ui

for low co isk mergers are affected by shocks to acquirers’ representation on judiciary
committe tent with our main results in Table 3. In sum, the findings in Figure 1 and

Table e evidence consistent with a causal relation between judiciary committee

A
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representation and merger antitrust review outcome.

Next, we conduct a falsification test to further address the possibility that our results are

{

driven by other unobserved factors that also lead to representation on a powerful
committe mitted variable problem). We exploit the fact that many acquirers and
I

targets als@ have political representation on the most powerful congressional committees that

have no jufisdi€tion over antitrust agencies. We identify the ten most powerful Senate and

G

House committees (apart from judiciary committees) based on the ranking from Edwards and

g

Stewart (2

We creaténew measures of committee power that are similar to our previously defined

U

measures er parties’ representation on judiciary committees, but based on the power

I

of an acq a target’s political representation on these other powerful committees. We

re-estimat@ e ns (1) and (2) after replacing JudiciaryCom_acq and JudiciaryCom_tar with

d

OtherC OtherCom_tar, respectively.

resents the regression results. The coefficients on both OtherCom acq and

M

OtherCom_tar across all the specifications are statistically insignificant. In other words, merger

[

parties d pear to experience differential antitrust review outcomes when they are

0

> Edwards an wart (2006) track politician demand for transfers to each congressional committee to

determine power rankings. For instance, a politician switching from committee A to committee B
implies that%he politician values the latter more highly than the former. The demand for a given committee is
the proxy committee power. The ten most powerful committees using this methodology are as follows. In

the Senate® ¥\Veterans Affairs, Appropriations, Rules, Armed Services, Foreign Relations, Intelligence,

i

Judiciary, B Commerce. In the House: Ways and Means, Appropriations, Energy and Commerce,

Rules, International Relations, Armed Services, Intelligence, Judiciary, Homeland Security, and Transportation

L

and Infrastr untabulated robustness tests, we find similar results to those presented if we focus on

thetop3ort tead of the top 10) most powerful other committees.

A
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located in the political districts of powerful congressional members who serve on other

influential yet unrelated congressional committees.

bt

6. Politica s that Explain Congressional Member Efforts to Influence Merger Antitrust

Review O
[ |

[l

ion, we investigate why judiciary committee members may seek to influence
regulatorsfand classify their incentives to do so into four groups: 1) special interests (Subsection

6.1); 2) vo constituent interests (Subsection 6.2); 3) ideological orientation (Subsection

USC

6.3); and 4) personal wealth interests (Subsection 6.4).
6.1 Specia

Spgcial interests include the merger parties, as well as competitors who may be affected

[

by the m e examine three avenues through which special interests can influence

d

congressional bers and can be measured by researchers: 1) lobbying expenditures; 2)

political ¢ tions made by firms or individuals in the firm; and 3) business relationships. We

M

identif

rty competitors using the closest three competitors based on firm size within

the same industry as defined by Hoberg and Phillips (2010, 2016). Untabulated tests show that

[t

the empirical results discussed below are qualitatively similar if we use three-digit SIC codes to

O

identify co

Avgrage lobbying expenditures by acquirers (targets) to all congressional members in

§

the year that thegantitrust merger review commences is roughly $291,000 ($47,000). *®These

{

U

® We present ed explanation of how we estimate lobbying expenditures in the Online Appendix.

A
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values for the acquirer’s (target’s) competitors are $288,000 ($43,500). Political contributions by

both acquirers and targets and their competitors are much smaller in magnitude relative to

{

expenditur obbying.”’ Approximately 24.1% (5.7%) of the acquirer (target) firms and 21.5%

(5.8%) of rget) competitors have a prior business relationship connection to a
I

judiciary mittee member. Differences between acquirer and target firm size are likely to

explain theglargé&Ralues for acquirers across all these measures of special interest influence.

G

Figur and 3 present merger party and competitor congressional lobbying

S

expenditu pealitical contributions) in dollars for the t-2 to t+2 window around the merger

review initiation Year (t), split by acquirer and target firms. Figure 2 presents the results for

U

acquirer lo xpenditures directed towards congressional members (Panel A) and antitrust

n

agencies ( ! The results are split based on whether the merger is friendly or hostile. We

present the r across deal hostility because it is possible that a merger party’s incentives to

d

obtain port varies based on the target’s view towards the merger. Deal hostility is

based on lable Attitude from the Thomson Reuters merger dataset.

Y

We find that across both types of mergers, acquirer lobbying expenditures are below the

[

level for competitors in the two years preceding the antitrust review but increases rapidly in the

O

following rs and peaks in the year of the review. The increase in acquirer lobbying

27 . . . . . .
We hi aveats. First, contributions are measured at the congressional member level, whereas

th

lobbying is at an aggregate level representing total lobbying expenditures. This limitation arises

because federal lob®ying disclosure requirements do not require that lobbying expenditures be disclosed at

Ul

the congres mber level. Second, the dollar values of political contributions and lobbying we report are
likely to be unde d because researchers cannot observe all channels through which firms and their agents

can con politicians.

A
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expenditures is most pronounced in hostile mergers. In all cases, lobbying expenditures

decrease immediately following the merger year. Panels C and D in Figure 2 show that target

lobbying exﬁ'tures towards congressional members and antitrust regulators display similar

trends to Figure 3, Panels A and B present political contributions by acquirers and
I

targets, regpectively, as well as the corresponding competitor averages. The trends are similar

to those f@bbying results in Figure 2. In sum, the findings are consistent with the notion
that merger parties appear to increase both lobbying and political contributions prior to
mergers.

Nemxamine which types of political connections are associated with antitrust
merger re!ew characteristics. We measure political connections using variables that capture
acquirer, and competitor lobbying, as well as political contributions and prior

employmen:

Outcome;; or ion;s = o + 81 * Lobbying_Com_acq;: + 8, * Lobbying_Com_tar;; + 85 *

Polit_Contrib_acq;: + 84 * Polit_Contrib_tar;; + 8s * Connect_JudiciaryCom_acgq;; + B¢ *
Connect_JSiciaryCom_tar,-,t + 87 * Lobbying_Com_acq_peer;; + 83 * Lobbying_Com_tar_peer;. +
B4 * Polit acq_peer;: + 819 * Polit_Contrib_tar_peer;; + 811 *

Connect_Ju yCom_acq_peer;: + 81, * Connect_JudiciaryCom_tar_peer;; + 8x * Controls;; +

o O .

where and Duration;; are as previously defined. Lobbying_Com_acg;: and

Lobbying_Com_t;,-,t represent the logged total lobbying to congressional members by the
acquirer a t i in year t. Polit_Contrib_acq;: and Polit_Contrib_tar;; capture the total
logged po contributions made by the acquirer and target /i in vyear ¢t
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Connect_JudiciaryCom_acq;: and Connect_JudiciaryCom_tar;; capture whether the acquirer or

target have a prior business connection with a judiciary committee member. Both variables are

{

settolift previously employed a judiciary committee member in an executive or non-

executive d set to 0 otherwise. We also include special interest variables similar to

|
those ab but for acquirer and target competitor special interests. We add the post-fix

“ peer” t e these variables (8; to 8,). Controls;; is a vector of controls as previously

G

defined. Notée that the political connection variables are incremental to acquirer and target firm

direct lob

S

nd prior connections with antitrust regulators. All specifications also include

acquirer industry Yarget industry, and year fixed effects.

Ul

Th in Panel A of Table 6 suggest that influence from special interests is likely to

n

affect con | member incentives to influence antitrust merger reviews. Furthermore, the

findings sligg ecial interest influence is concentrated in mergers for which the risk of an

a

advers rable antitrust review outcome is highest. We find weak evidence that

political lons (but not political connections and lobbying) by merger party competitors

M

affect antitrust merger review characteristics. One possible explanation for why competitor

[

special in fforts are not effective is that competitors may not have preexisting
connectioiciary committee members and thus cannot quickly develop relationships
with influegi mittee members. Finally, our results are robust to controls for both merger
parties ying and prior connections with antitrust regulators.28

{

%1n untabu:Iyses, we find that the link between proxies for special interest influence and antitrust

merger outcom concentrated in the sample of hostile takeovers. This is consistent with the idea that
target h ults in a greater need for both acquirers and targets to use political channels to influence the
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F-test results in Panel B of Table 6 suggest that lobbying, contributions, and connections

have statistically different effects on merger antitrust outcomes for both acquirers and targets

t

in some s ations. In sum, the findings suggest merger parties attempt to influence
antitrust r sing a number of different avenues to connect with judiciary committee
I

members.@iThe evidence suggests that lobbying, contributions, and connections each have

statistically@ignifigant effects on merger antitrust outcomes for both acquirers and targets, but

G

only in some sets of the data.

6.2 Voter tituent Interests

D

Accordingfto the theory of electoral competition (Mayhew, 1974; Fenno, 1978),

b

politicians lection-related incentives to decrease the probability of adverse effects for

I

their cons such as local area job losses. Because mergers can result in job losses,
judiciary c@m @ e members may seek to influence antitrust merger reviews involving firms in
their p cts. We examine this possibility in four ways.

examine whether the link between judiciary committee representation and

A

antitrust outcomes attenuate in the geographic concentration of a merger party’s operations in

[

a judiciary, r’'s political district. The more concentrated a firm’s operations, the greater

the pote ob losses in that area and in turn, the greater the possible number of

dissatisfie ents.

h

e firm-level operational concentration using a measure developed by Garcia

{

antitrust review progéss and achieve their preferred merger outcome.

U

A
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and Norli (2012) that captures the number of times each state is mentioned in a firm’s 10-K

filing as a proxy for the relative importance of that state for a firm.” We create an firm-level

{

indicator v called Concentrate_tar that is set to one for the top quartile of merger party
targets ba umber of mentions of the state in which the firm is located. We focus on
I

merger tdigets because prior studies document that job losses following mergers are

concentraté® in target firm (e.g., Lehto and Bockerman, 2008.)

G

w imate equations (1) and (2) after including the stand-alone variable

S

(Concentr and an interaction term (JudiciaryCom tar * Concentrate tar). The

interaction term Yaptures whether for a given level of judiciary committee representation,

Ul

targets th re operationally concentrated have differential antitrust review duration and

N

outcomes. ults in Panel A in Table 7 show the coefficient on the interaction term

JudiciaryC Concentrate_tar is positive and statistically significant at the 5% level for

a

high ¢ erger cases. This finding indicates that targets with operational intensity in

judiciar ee members’ constituencies are more likely to face antitrust scrutiny.

M

Second, we examine whether antitrust merger review outcome announcements are
timed opphcally around judiciary committee member elections. We identify mergers in

alof the merger parties is located in the political district of a judiciary committee

member. O ases, we identify the subset for which a merger antitrust review announcement

occurs iary committee member’s reelection year or the following year. Note that

L ood

2 A simple exampI§'s Boeing Corporation. In 2006, its 10-K filing identifies six unique states. These states

correspond irm’s headquarters in lllinois and the manufacturing facilities in Washington, South
Carolina, Missougi nsas, and Oklahoma. However, 50% of all state mentions in the 10k are Washington,
which is primary manufacturing facility.

This article is protected by copyright. All rights reserved.

33



congressional elections are held in early November, meaning we approximately capture the 24-
month window around the election date. There are 425 such mergers in our sample. Figure 4
displayer of merger antitrust review announcements by month around congressional
elections. indicates that prior to elections, the number of merger antitrust outcome

announcer!mn s decreases and begins to increase again immediately following elections. To evaluate

the total n mergers during the same two-year window around elections. We find that there

whether thi:eff:t is simply driven by changes in merger activity around elections, we also present
are fewer Wreview announcements relative to the total mergers prior to elections but more

antitrust rmnouncements relative to the total mergers after elections. This finding is
e

consistent idea that merger antitrust review announcements are timed to limit potential

political co!s.

Thi xamine whether the favorability of antitrust reviews varies around elections.
Prior to elmudiciary committee members may have weaker incentives to interfere in the
merger re cess for mergers that are unpopular with their constituents. We create two
indicat i : ElectionYear and PostElectionYear. These variables are set to one when
merger arg'trust review decisions occur in the year leading up to or the year after a merger
party’s judici ommittee member’s election, respectively, and set to zero otherwise. We then
estimate € s (1) and (2) after including these two stand-alone variables and interacting
each vﬂewith JudiciaryCom_acq and JudiciaryCom_tar (for a total of four distinct

interacWes). Each interaction term captures whether for a given level of judiciary

committeejrep ntation, acquirers and targets face different levels of antitrust scrutiny prior

to or after con ional elections.
i;c regression coefficients in Panel B of Table 7. All four interaction terms are

This article is protected by copyright. All rights reserved.

34



statistically significant for the subset of mergers with high contest risk. The interaction terms

JudiciaryCom_acq * ElectionYear and JudiciaryCom_tar * ElectionYear bear positive signs,

{

consistent e notion that antitrust reviews of mergers involving firms located in judiciary
member ¢ ies face relatively less political interference in election years. In contrast,
I

the coeffiicients on JudiciaryCom acq * PostElectionYear and JudiciaryCom tar *

PostElectiof¥e xhibit negative signs, consistent with greater political influence in antitrust

G

reviews immediately following elections.

S

Fo A consider whether judiciary committee member concerns about local area

employment loss@ due to mergers are affected by the size of the potential effect relative to the

b

size of th ituency. Because House judiciary committee members serve much smaller

n

constitue tive to Senate judiciary committee members, the effects of job losses from

mergers affe eater percentage of House members’ constituents. Therefore, it is possible

d

that H y committee members (relative to Senate judiciary committee members) are

less sup mergers in their political districts.

M

We re-estimate equations (1) and (2) after including new measures based on acquirer

[

and targe ntation separately in the Senate and House judiciary committees and label
these variiciaryCom_acq_House and JudiciaryCom _acq_Senate for the acquirer and
JudiciaryC ouse and JudiciaryCom_tar_Senate for the target. The results in Panel C in
Table g—i political representation on both judiciary committees has statistically
significa@intitrust merger outcomes. Although the coefficient magnitudes are typically
larger for embers, the overall findings from F-tests indicate that the effects across

A
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these committees are only statistically different for targets in high contest risk mergers.30 In

sum, the cumulative findings above suggest that concerns about the effects of mergers on their

S

reelection ects affect judiciary committee member incentives to influence antitrust

reviews of
[ |

6.3 Ideolos

]
Nemexamine whether judiciary committee member ideological positions on
nt

governme rventions in markets are linked to their decisions to influence antitrust merger

reviews. ml. (2010) note that ideology is a mechanism that politicians can employ to
avoid succ@to pressure from constituents and special interest groups. Tahoun and Van
Lent (2019 ent that ideology only affects politicians with very conservative ideological
positions. prior studies mainly focus on the effects of ideology on politician voting

behavior man their efforts to influence regulators, it is conceivable that ideology also

affects case. Indeed, Wood and Anderson (1993) show that ideology can be a
determin ntitrust regulation using a sample of enforcement activity between 1970 to
1989.

Tahsents evidence about the effects of ideology on merger activity and antitrust
charactering Republican and Democratic presidencies during our sample period. These
periods re 42% (58%) of the years in our sample period. Panel A shows that merger

intensi during Republican presidencies (788) and Democratic presidencies (814).

D od

**In untabulated ailyses, we find no statistical evidence that merger party representation on the Senate

and/or Ho priations Committees affects merger outcomes. These committees are potentially
important becau ey ultimately approve the antitrust regulatory funding allocation recommendations from
the judici ittees.
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However, merger antitrust scrutiny is significantly lower during Republican presidencies relative

to the Democratic presidencies in terms of both antitrust review outcomes and review duration.

T

Acquirers i emocratic presidencies are smaller and engage in less ambitious takeovers
(based on ive sizes of the merger party). Finally, the proportion of mergers classified as
I

high cont risk mergers does not differ across Republican and Democratic presidencies. In

sum, the e provides some evidence that antitrust merger characteristics appear to differ

c

along party |i

Ne

S

examine whether judiciary committee member ideology affects antitrust

review outcomesh Following prior studies, we use the first dimension of the DW-Nominate

ul

measure bed in Poole and Rosenthal (2007) to measure each judiciary committee

n

. ey . . . 31
member’s ical position on government intervention in the economy.” The measure

ranges fr +1 and is increasing in the degree of a congressional member’s ideological

d

conser expect that conservative congressional members want less regulatory

interventi € merger process.

M

We determine the average ideological score for each merger acquirer and target based

on the av

[

heir judiciary committee representation in the year the merger is announced.

We creaté dicator variables, one each for acquirers and targets, set to one for DW-

Nominate the top quartile of the sample (DW_Nominate_acq and DW_Nominate_tar)

1

and ze . We re-estimate equations (1) and (2) after adding these standalone terms

{

Lk

and inter JudiciaryCom_acq and JudiciaryCom tar with DW_Nominate_acq and

1 Available at; voteview.com/dwnomin.htm.

A
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DW_Nominate_tar, respectively.

The results in Panel B in Table 8 provide some evidence of a link between congressional

l

member i and merger antitrust characteristics. The coefficients on the interaction terms
are only significant in one specification. In sum, these findings provide some
I

evidence @hat during our sample period, ideology is an important driver of congressional
member ingéntiies to influence antitrust merger review characteristics.

6.4 Persona alth Incentives

S

Fi consider whether there are incentives for judiciary committee members who

own shares in a Merger party that influence antitrust reviews.*> We find that only 5% (6%) of

Gl

judiciary c e members have investments in sample acquirers (targets) and the average

N

(50.4 million). These findings suggest that in our setting, stock ownership is

ownershi

ps a central factor that affects judiciary committee member incentives to

reviews.

7. Additi yses

5
—h
c
)
M

In Subsection 7.1, we examine why merger targets in the political districts of judiciary

committe rs experience more onerous antitrust reviews relative to targets in the

Of

*2 Tahoun a nt (2019) note that politician investment in firms can occur for potential financial gain.
Investment firms that benefit from mergers (such as an acquirer that increases market power) increases

i

judiciary committee_member wealth incentives to support a potential merger. We obtain data on judiciary

!

committ stock ownership data as described in Aiken, Ellis, and Kang (2018). We then identify

mergers in ciary committee members disclose investments in either the acquirer or the target in the

most recent federal¥filing prior to a merger announcement. In aggregate, we find that 20% of judiciary

Ll

committee s have explicit stakes in publicly traded firms and the average stock ownership by all

politicians in e licly traded firm is 0.15% (median = 0.1%).

A
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political districts of other politicians. In Subsection 7.2, we consider whether post-merger

performance is associated with an acquirer’s judiciary committee representation.

{

7.1 Why ntitrust Reviews Less Favorable For Targets With Judiciary Committee

2

Represent

|
Ther primary findings in Table 3 that show mergers face greater antitrust hurdles and

take longe réfiew when targets have judiciary committee representation are consistent with

G

two explanations. The first is capture by special interests as discussed in Subsection 6.1. The

S

second p planation is related to judicial committee members’ concerns about local

area employmentllosses after the merger (and the effects on members’ reelection prospects) as

Ul

discussed ction 6.2. In supplementary analyses using data about deal hostility, we find

1

that the antitrust outcomes when targets’ judiciary committee representation are

consistentfwi apture theory argument. We discuss our empirical tests and these results in

é

more d nline Appendix.

M

7.2 Po utcomes

Antitrust outcomes that would not have been as favorable in the absence of political

[

influence imply that merger parties experience increased market power following the merger.

O

We exami ind some evidence that acquirer long window industry-adjusted stock price

and accodnting performance are positively associated with powerful judiciary committee

g

representation. discuss our empirical approach and results further in the Online Appendix.

:

8. Conclus

U

In this paper, we examine and find evidence of political influence over the merger

antitru process using a large sample of U.S. mergers between 1998 and 2016. Our

A
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results indicate that acquirers and targets receive relatively favorable antitrust review outcomes

when they are located in the districts of politicians that serve on congressional committees that

L

oversee antj regulators. Additional analyses provide evidence that the relation is causal. We
also docur&' le channels that affect political influence in the antitrust process including
I

special int@rests, politician concerns about the effects of the mergers on reelection prospects,
and ideolw a policy perspective, our study highlights a friction — the incentives of
congressional " Ccommittee members that oversee antitrust regulators — that can impede the
effectivenwtitrust regulators to act in the public interest.
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Appendix A; r Antitrust Regulatory Outcome Examples

d

Example 1: itional Antitrust Review Clearance

Vertex Pharm icals (Nasdaq: VRTX) and Aurora Biosciences Corp (Nasdaq: ABSC)

\'l

On April 29, 2001, Vertex Pharmaceuticals announced its intention to acquire Aurora Biosciences
Corp. FoII!ing a regulatory review, antitrust regulators approved the deal on July 6, 2001 as

disclosed by_the firms in an SEC filing.® The filing states: “the United States Federal Trade

Commissio as granted clearance under the Hart-Scott-Rodino Antitrust Improvements Act of

1976 with respect to Vertex's planned acquisition of Aurora.”

Examplwmal Antitrust Review Clearance and Acquirer Acceptance

)

* http:/ info.com/dRgWm.4FUKc.htm.

This article is protected by copyright. All rights reserved.

43



Dow Chemical (NYSE: DOW) and Rohm & Haas (NYSE: ROH)

On July 10I2008i 'ow Chemical announced that it plans to acquire Rohm & Haas. On January 23,
2009, antitr ulators announced the issuance of a consent order that permits the merger under
the condit Dow Chemical 1) divests specific assets to preserve competition; and 2) “puts
procedlieMe to ensure it does not have access to competitively sensitive non-public

»34

informatio!regarding any businesses it acquires from Rohm & Haas.””” Dow Chemical consented

and subsewndertook the required actions in order to complete the merger.*
Example 3: ust Review and Merger Termination
Zebra Techn;ogls Corporation (Nasdaq: ZBRA) and Fargo Electronics, Inc. (Nasdaq: FRGO)

On July 3;Zebra Technologies Corporation announced their intention to acquire Fargo
Electronics\Snc. :pproximately eight months later, on March 27, 2002, the two companies agree to

mutually the proposed merger after “discussions with representatives of the FTC”

indicated thTC would not clear the transaction as currently proposed”.*

le Definitions

he number of days between the deal announcement and antitrust regulatory approval.

Outcome: ordered categorical variable set to one if the antitrust review results in the merger being
approved i termination window; two if the antitrust review results in the merger being approved

outside the ea ermination window and without any conditions attached to the approval; three if the

antitrust re ts in the merger being approved accepted only with some conditions; and four if the

antitrust re s in the merger being blocked.

IndependeS:anaEIes

. M.ftc.gov/news-events/press-releases/2009/01/ftc—intervenes—dow-chemicaIs-188-bi|Iion-

acquisition- .
** http://www.reutefs.com/article/us-rohmandhaas-idUSTRE53073720090401.

3 http://w eidnews.com/news-item/zebra-technologies-and-fargo-electronics-terminate-acquisition-

agreeme{r-oﬁer/.
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Connect_DOJFTC_acq (Connect_DOJFTC_tar): An indicator variable set to one when the acquirer (target) has
an executive with a prior employment connection to the DOJ or FTC and set to zero otherwise.

Connect Ju’ciar‘C;'n_acq (Connect_JudiciaryCom_tar): An indicator variable set to one when the acquirer
(target) has @ prior business relationship with a judiciary committee member and set to zero otherwise.

_acq_peer (Connect_JudiciaryCom_tar_peer): An indicator variable set to one when at
er's (target’s) three closest competitors (based on comparable total assets) has a prior
businesdife| SHSASAIBRwith a judiciary committee member and set to zero otherwise.

Concentrat;h indicator variable set to one for targets in the top quartile of operational concentration
based on th@h in Garcia and Norli (2012) to identify operational dispersion, and set to zero otherwise.

DW_Nomina (DW_Nominate_tar): An indicator variable set to one for acquirers (targets) whose

average judidiar mittee representative first dimension DW-Nominate scores are in the top quartile of the
sample, an o otherwise.

ElectionYeal* tor variable set to one if the merger party has a judiciary committee representative that
is seeking reelectio that year, and set to zero otherwise.

IndustryHHI, acquirer’s three-digit SIC industry code Herfindahl index prior to the merger (based on
total sales).

h judiciary committees in the year of the merger antitrust review.

JudiciaryCong diciaryCom_tar): The aggregate tenure in years of an acquirer’s (a target’s) political
representation dh bd

use (JudiciaryCom_tar_House): The aggregate tenure in years of an acquirer’s (target’s)

political re ation on the House committee in the year of the merger antitrust review.

cq_Senate (JudiciaryCom_tar_Senate): The aggregate tenure in years of an acquirer’s (a

target’s) political representation on the Senate committee in the year of the merger antitrust review.

Lobbying_DgFTC_acq (Lobbying_DOJFTC_tar): The logged lobbying expenditure to antitrust agencies by the
acquirer (ta i year of the merger antitrust review.

Lobbying_C @ Lobbying_Com_tar): The logged lobbying expenditure to Congress by the acquirer
(target) int e

Lobbying_(C, eer (Lobbying_Com_tar_peer): The logged lobbying expenditure to Congress by the
acquirer’ hree closest competitors (based on comparable total assets) in the year of the merger

antitrust re* W. '

MB_acq (M =The acquirer’s (target’s) market value of equity divided by book value of equity.

the merger antitrust review.

OtherCom_ rCom_tar): The aggregate tenure (in years) of an acquirer’s (a target’s) political

representation on p@werful non-judiciary committees in the year of the merger antitrust review.

(Polit_Contrib_tar): Total political contributions by the acquirer (target) to judiciary

committee me 5in the year of the merger antitrust review.
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Polit_Contrib_acq_peer (Polit_Contrib_tar_peer): The total political contributions to judiciary committee
members by the acquirer’s (target’s) three closest competitors based on comparable total assets in the year of
the merger antitrust review.

Post: An in*ator variable set to one for mergers that occur following the turnover of a judiciary committee
ero otherwise

. dictor variable set to one if the merger party has a judiciary committee representative
whose t&mEREE@ M the previous year, and set to zero otherwise.

Relative_Siz*quirer’s book value of total assets divided by the target’s book value of total assets.

ROA_acq (R@A_tar)iiThe acquirer’s (target’s) income before extraordinary items divided by total assets.

C

Size_acq (Simhe acquirer’s (target’s) logged total assets.
Total_MktS, : combined market share as a percentage of sales of the acquirer and target before the
merger wh rties are in the same three-digit SIC industry code, and the acquirer’s market share as a

percentage of sales gtherwise.

u

Treatment: tor variable set to one for acquirers that lose judiciary committee representation in the

two-year wifidow (i.e., t-2 to t+2) around the merger, and zero otherwise.

Value: The lg lar amount of the value of the merger transaction.

d

Author M
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Figure 1. Pre-Trends Analysis for Mergers Around Judiciary Committee Member Turnover Events

We presew merger antitrust outcomes in the two-year window around judiciary committee member
eatment sample (“Treatment M&A”) are acquirers that experience the loss of a judiciary
entered at year 0). The control sample consist of a matched sample of acquirers that do
not experienc 0ss of a judiciary committee member during the five-year window (“Control M&A). The y-
axis van&lMo Outcome (Panel A) and Duration (Panel B).
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Figure 2. Lobbying by Merger Parties and Competitors to Congress and Antitrust Agencies

We presenJaMtotal lobbying expenditures in dollars by acquirers and targets to congressional members
and the DO d/ORETC. Panel A (Panel B) displays lobbying by acquirers to congressional members (antitrust
agencies). Pag anel D) displays lobbying by targets to congressional members (antitrust agencies). The
graphs present data for the two-year window prior to and following the merger antitrust review initiation (i.e.,

from t-2"b ) tis the year of antitrust review initiation). All graphs present details for averages based
on whether is classified as friendly or hostile and the corresponding competitor averages during the
same time pegiod.We identify merger party competitors as the closest three firms in the same product market
as each mefger party based on total assets. We determine product markets based on the methodology in
Hoberg and i 010, 2016).
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Panel C: Target Lobbying Expenditures to Congressional Members
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Figure 3. Political Contributions by Merger Parties and Competitors to Judiciary Committee
Members

We pres f total political contributions in dollars by acquirers and targets to House and Senate
nittee members. Panel A (Panel B) displays aggregate political contributions by acquirers
members. The graphs present data for the two-year window prior to and following the
merger anti initiation (i.e., from t-2 to t+2, where t is the year of antitrust review initiation). All
graphs pmesWs for averages based on whether a merger is classified as friendly or hostile and the
correspondl competltor averages during the same time period. We identify merger party competitors as the

judiciary com

(targets) to

closest thre the same product market as each merger party based on total assets. We determine
product mar, d on the methodology in Hoberg and Phillips (2010, 2016).
Panel A: Ac Political Contributions to Judiciary Committee Members

66000
L

G000
"

Polttical Cortribntion
62000
L

60000
"

58000
L

----- Friendly  sesssssss Friendly Competior A rage
— = = Hestlk Hostlle Compettor Aue rage

Manus

Panel B: T et’s Political Contributions to Judiciary Committee Members

Palttizal Corrbrtion
16000 17000 1800
1 1 1

15000
1

14000
L

2 -1 o 1 2

e Friggdly  essssssss Frigpoly Competionr Ausrage
— = Hoztlle Heertile Compe thor Aue rage

Author

This article is protected by copyright. All rights reserved.

50



Figure 4: Merger Distribution Around Judiciary Committee Member Elections

We present a graph of the number of merger announcements and merger antitrust review outcome decisions

during tWindow prior to and following judiciary committee member elections centered at month
0. The y-axis represents the number of merger announcements and merger antitrust review outcome decision.
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Table 1: Descriptive Statistics

Panel A presents statistics about the House and Senate judiciary committees. Panel B presents descriptive

statisticswmes used in multivariate tests and firm-specific variables. Panel C (Panel D) presents
industry meémbership (state of headquarters location) for the top 10 most represented three-digit SIC

industries ( @ pur sample. All variables are defined in Appendix B.

Panel A UETEIITY Committee Representation Statistics for Full Sample (n = 1,602)

House Senate
Qﬂ Committee Committee
Average sizeWi ber of members) 40.52 18.87
Average # represented on committee 20.91 17.16
Average # tgfepresentatives 2.04 1.10
Max # of s sentatives 10 2
Average palitici nure on committee (in years) 5.08 13.28
seniority on committee (in years) 25.00 44.00

Maximum ¢
States with greatest number of years of representation (and corresponding duration) in the top

e
quartile ochommittees between 1998 and 2016:

House =CA, MI, VA (18 years); NC, TX, WI (12 years); FL, IL, NY, MA (2 years);

Senate Commi * UT (18 years); VT (16 years); IA (14 years); MA (11 years); WI (10 years); DE, PA
s); CA (2 years).

States Wit:he least number of years of representation (and corresponding duration) in the bottom
quartile of committees between 1998 and 2016:

House Commi AL, IA, SC (8 years); AZ, CO, IL, LA, UT, WA (6 years); AR, GA, ID, IN, PA, TN (4
years); MDEME, MN, MO, MS, NJ, NV, OH, RI (2 years);
Senate Co!mitte’ KS, DE, NC (6 years); AZ, IL (5 years); CT, GA, MD, OK, RI, TX (4 years); NJ, MO, AL

(3 years); HY, ID, KY, LA, MN, NH, OR, WA (2 years); MI, OH, TN (1 year);

States with no re;sentation on judiciary committees during sample period: AK, MT, ND, NE, NM,
SD, WV, WY.
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Panel B: Summary Statistics for Full Sample (n = 1,602)

H Mean Median Std. Dev.
Outcome 1.75 2.00 0.50
|
Duration ( lo 143/4.72 116/4.76 156/0.70
nt Variables
12.23 8.00 13.58
@ 7.01 6.00 8.75
Lobbying_Co (S)/log 196,103/4.73 0/0 646,230/5.93
Lobbying_ $)/log 13,562/0.98 0/0 88,782/3.24
mm_acq 0.242 0.00 0.473
Connect_JudiciaryCom_tar 0.057 0.00 0.232
LobbyiEcq (S)/log 33,451/1.01 0/0 179,906/3.32
Lobbying mtar (5)/log 18,129/0.30 0/0 103,563/1.99
Connect_DQJFTC acq 0.057 0.00 0.198
CoTect_D%tar 0.025 0.00 0.168
Other Vari
2,098/6.34 449/6.11 6,184/1.45
0.05 0.04 0.46
0.069 0.013 0.124
Relative 62.09 7.52 176.11
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Size_acq ($mil)/log 29,701/8.80 6,056/8.71 54,801/1.86

Size_tar ($mil)/log 6,810/6.23 462/6.13 62,090/1.77

W‘H 3.44 2.22 3.72

MB_tar Q 2.71 2.10 5.45

ROA _odf W 0.02 0.02 0.12

ROA_tar -0.02 0.01 0.25
O

nus

Panel C: Top ree-Digit SIC Acquirer and Target Industries
—mcquirer Target
Number Number

Top 10 Industr Top 10 Industries

E of Firms of Firms
Commercial Banks 299 Commercial Banks 215
Computer andSata Processing Service 175 Computer and Data Processing Services 197
Drugs 82 Savings Institutions 110
Nonclassifiabthhments 69 Drugs 67
W 61 Computer and Office Equipment 55
Electronic Wand Accessories 60 Electronic Components and Accessories 55
Computer andﬁuipment 56 Crude Petroleum and Natural Gas 51
Telephone Co ations 52 Medical Instruments and Supplies 49
Miscellane@ 48 Telephone Communications 46
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Measuring and Controlling Devices 37

Miscellaneous Investing

42

pt

I
Panel D: Thuirer and Target State Headquarters Locations
< >Acquirers Targets

Top 10 Stac D Number of Firms Top 10 States Number of Firms

California 268 California 334

New York S 173 Texas 124

Texas C 129 New York 110

Hinois 92 Massachusetts 83
Wachw@ 79 Pennsylvania 74

New Je 72 Hlinois 67

Ohio E 71 New Jersey 62

Nebraska 68 Connecticut 59

Pennsylva/s 64 Virginia 59

North Caroo 61 Georgia 58

Auth
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Table 2: Merger Deal Ratios Across Judiciary Committee Representation Groups

We presen*—!es! results of differences for merger deal intensity for acquirers and targets in states with
representatij

top quartile of judiciary committee seniority (High Seniority), with representation in the

bottom th les of judiciary committee seniority (Low Seniority), without judiciary committee
representation epresentation). The variable Deal Ratio is the ratio of the number of acquirers or targets
ina stat!s e total number of firms headquartered in that state. Deal Ratio_Industry is the ratio of
the number jrers or targets in a state for an industry scaled by the total number of same-industry firms

headquartered in ghat state. Deal Ratio_HighContestRisk is the ratio of the number of acquirers or targets in
High Contest{Risk m&kgers in a state scaled by the total number of firms headquartered in that state. Mergers

defined as est Risk are those between firms in the same product market as defined by Hoberg and
Phillips (2010g2 r mergers involving firms in the top quartile of significant supply chain link industry pairs
based on thelAk€rn ahd Harford (2014) methodology. All variables are defined in Appendix B.

! (1) (2) (3) t-test

High Low No (2)- (2)- (2)-
Seniority Seniority Representation (2) (3) (3)
Acquirers
Deal Ratio E 0.9% 1.2% 1.5% 1.50 1.33 1.42
Deal Rati 1% 4.1% 4.0% 4.4% 0.15 | 0.29 0.47
Deal Ratio_HighContestRisk 0.7% 0.7% 0.6% 0.21 0.50 0.77

h

Targets ‘ ’

Deal Ratig 1.1% 1.2% 1.1% 0.67 0.16 0.45
Deal@y 3.8% 2.9% 3.7% 1.22 0.30 1.56
Deal MntestRisk 0.6% 0.7% 0.6% 0.57 0.28 0.59

D
<
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Table 3: Merger Party Judiciary Committee Representation and Antitrust Review Outcomes

This table plsen!s regression results for an examination of the association between the seniority of a merger
ittee representation and merger antitrust review outcomes. The dependent variable is

party’s judic

set to eith georical variable capturing the merger regulatory review outcome (Outcome) using an
ordered probit model or the length of the antitrust review in logged days (Duration) using OLS. We present
regressia r the full sample and for subsamples of mergers after partitioning on whether the merger
party is like high or low demand for political involvement in the antitrust review process because of

concerns about regulatory obstacles (high contest risk and low contest risk respectively). High contest risk

mergers ar rs between firms in the same product market as defined by Hoberg and Phillips (2010,
2016) or me olving firms in the top quartile of significant supply chain link industry pairs based on the
Ahern and f 014) methodology and low contest risk mergers are all other mergers. All variables are
defined in AppeldixBB. z-statistics (t-statistics) are in parentheses. Standard errors are Huber-White sandwich

estimator clustered at the state level. All specifications include acquirer industry, target industry, state, and

year fixed “Qtatistical significance at the 1%, 5%, and 10% levels is denoted by ***, ** and *,
respectively

(1) () (3) (4) (5) (6)

All High Low All High Low

7

Dependent Outcome Duration

Constant - - - 3.956** | 3.456** | 3.903**

(14.27) (6.89) (13.23)

-0.008** | -0.012** | -0.005 | -0.005** - -0.003

(-2.33) | (-2.48) | (-0.88) | (-2.33) | (-2.88) | (-1.51)

JudiciaryCo, 0.007** | 0.010** 0.004 0.006* 0.011** 0.001

(2.33) (2.62) (0.97) (1.70) (2.36) (0.59)

Lobbying_DOJFTC acq - - - -0.007* | -0.010** -0.001

(-3.76) | (-3.65) | (-1.99) | (-1.92) | (-2.11) | (-0.47)

Lobbying_D&TC tar 0.026** | 0.032** 0.020 0.012 0.026* 0.003

(2.55) (2.51) (1.16) (0.99) (1.72) (0.26)

-0.176 -0.426 -0.076 -0.012 -0.036 -0.006

Connect_D

(-0.73) | (-1.29) | (-0.25) | (-0.15) | (-1.39) | (-0.44)

Connect_DOJFT€Ztar 0.222** | 0.376** 0.065 0.012 0.030 0.007

(2.20) (2.77) (0.50) (0.33) (0.41) (0.26)
Value 0.079** | -0.117** | -0.053 | 0.045** | 0.063** | 0.039**
(-2.30) | (-2.20) | (-1.11) | (2.70) (2.50) (2.15)

w 4.811** | 6.045** | 3578 | -0.515 | -1.016 | -0.311

(2.69) (2.50) (1.32) (-0.80) (-1.12) (-0.39)

Total_MktShare 0.530 0.378 0.819 0.278 0.243 0.710**

(1.31) (0.68) (1.30) (1.27) (0.77) (3.31)

Relative_Size -0.000 -0.000 0.000 -0.000** | -0.000** | -0.000*

(-0.99) (-1.56) (0.60) (-2.51) (-2.26) (-1.79)

Target Industry, Yes Yes Yes Yes Yes Yes
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Observations 1,602 860 742 1,602 860 742
Pseudo/Adjusted R 0.228 0.283 0.275 0.242 0.359 0.212
F-test:

MM 0.10 0.21 0.04 0.12 0.66 1.17
F-Test: - (2)=(3) - (5)=(6)
Differences #€ro diciaryCom_acq - 1.76 - 9.27***
Differences & @ diciaryCom_tar - 2.28 - 8.13%**

Table 4Muli&faR Eommittee Turnover and Antitrust Review Outcome

Panel A pr -test results for control variables measured one year prior to the judiciary committee
member turfiover sRack. Panel B presents regression results for an examination of the association between an
acquirer’s judici mmittee representation and merger antitrust review outcomes around turnover shocks

to an acquire[’s judiciary committee representation. Columns (1) and (2) present results for the full sample of

judiciary commitfiee hember turnover shocks. In columns (3) and (4) (columns (5) and (6)) we present results

after partiti (3 ple mergers based on whether the turnover case is a politician in the top quartile
(bottom thr es) of judiciary committee seniority. Columns (7)-(8) ((9)-(10)) present regression results
for subsamples of mérgers around turnover cases after partitioning on whether the merger party is likely to
have high (I olitical involvement in the antitrust review process because of concerns about regulatory
obstacles ( st risk and low contest risk respectively). High contest risk mergers are all mergers
between firmgs in the same product market as defined by Hoberg and Phillips (2010, 2016) or mergers involving
firms in the Top quartile of significant supply chain link industry pairs based on the Ahern and Harford (2014)
methodolo contest risk mergers are all other mergers. The dependent variable is set to a categorical
variable capguri merger regulatory review outcome (Outcome) using an ordered probit model or the

length of the antitrust review in logged days (Duration) using OLS. All variables are defined in Appendix B. In
Panel B; t-statistics) are in parentheses. Standard errors are Huber-White sandwich estimator
clustered at the level. All specifications include acquirer industry, target industry, state, and year fixed
effects. i significance at the 1%, 5%, and 10% levels is denoted by ***, ** and *, respectively.

Panel A: Covariate Balance for Pre-Treatment Control Variables

L (1) (2) (1)-(2)

Treatment Control t-test
JudiciaryCom 11.10 9.04 1.23

JudiciaryCom!ar 8.49 6.14 1.45

Lobbying_DﬁTC_acw 5.09 4.01 0.90

Lobbying_D 0.92 0.66 1.03
Connect_DOJ 0.56 0.53 0.78

Connect_DOJFq 0.24 0.23 0.33
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Size_acq 8.34 8.71 1.28
Value 6.71 6.40 1.41
Relative S# 32.06 48.70 1.38
Total_Mktsh 0.014 0.021 0.92
IndustryHHI_acq 0.099 0.105 1.01

IE) (3) (4) (5) (6) 7 | (@ 9 [ (0
Il Members Exit Senior Junior High Contest Low Contest
Committee Committee
Dependent Durati Outco Durati Outco Durati Outco Durati Outco Durati
Constant 3.950* - 3.811* - 4.177* - 3.813* - 4.783*
(9.66) (6.80) (5.00) (9.11) (7.56)
Treatment 0.090 0.322 0.160 0.111 0.068 0.303 0.180 0.156* 0.160
(0.88) (1.55) (1.12) (0.56) (0.34) (1.17) (1.55) (1.80) (0.99)
0.075 0.345* 0.051 0.109 0.020 0.333 0.075 0.455* 0.066
(1.61) (2.28) (1.40) (0.93) (0.30) (1.50) (1.30) (1.76) (1.50)
Treatment * Post 0.041* | 0.324* | 0.052* 0.030 0.008 0.327* | 0.100* 0.156 0.045
(1.85) (2.67) (2.35) (0.77) (0.88) (2.20) (2.00) (1.25) (1.35)
-0.004 | -0.004 | -0.003 | -0.002 -0.003 | -0.005 -0.004 | -0.005 | -0.002
(-1.32) | (-0.60) | (-0.80) | (-0.55) | (-0.80) | (-1.22) | (-1.45) | (-0.82) | (-0.70)
0.002 0.001 0.002 0.004 0.001 0.001 0.002 0.005 0.002
(0.53) (0.50) (0.71) (0.92) (0.50) (0.30) (0.59) (0.64) (0.55)
(-2.60) | (-2.35) | (-1.80) | (-2.22) | (-2.27) | (-2.50) | (-2.77) | (-2.39) | (-1.77)
0.081* 0.078 0.059 0.070 0.050 0.105* 0.071 0.102* | 0.075*
(1.92) (1.55) (1.25) (1.11) (0.99) (1.80) (1.50) (1.80) (1.88)
Connect DO, -0.155 | -0.103 | -0.170 | -0.122 -0.161 | -0.120 | -0.162 | -0.122 | -0.117
(-1.02) | (-0.83) | (-1.33) | (-0.80) | (-1.55) | (-0.75) | (-1.40) | (-0.88) | (-0.99)
Connect_DOJFTC 0.130 0.120 0.120 0.106 0.103 0.120 0.135 0.116 0.133
(0.87) (0.99) (0.92) (0.88) (0.90) (0.92) (0.88) (0.99) (0.88)
Value - 0.055* - 0.050* - 0.055* - 0.053* | -0.060 | 0.044*
1.99) (2.38) (-2.38) (1.88) (-2.22) (2.20) | (-1.81) | (2.25) (-1.33) (2.22)
IndustryHHI_acq - - - - - - - - -0.606
(-1.80) | (-2.22) | (-1.77) | (-2.25) | (-1.90) | (-2.39) | (-1.80) | (-2.02) | (-1.46)
-0.159 | -0.042 | -0.159 | -0.039 -0.146 | -0.047 | -0.155 | -0.040 | -0.128
(-1.05) | (-0.66) | (-1.20) | (-1.10) | (-1.33) | (-0.78) | (-0.50) | (-0.76) | (-1.15)
- -0.001 - -0.003 - -0.001 - - -
(-2.88) | (-1.15) | (-2.30) | (-1.22) | (-2.30) | (-0.92) | (-2.35) | (-1.72) | (-2.31)
Yes Yes Yes Yes Yes Yes Yes Yes Yes
736 410 410 508 508 391 391 340 340
Pseudo/Adjusted 0.157 0.190 0.150 0.151 0.143 0.133 0.095 0.166 0.172
F-test: - - (3) = (4)= - - (7)= (8) = - -
Treatment - - 10.64* | 6.77** - - 1.55 1.68 - -
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Table 5: Counterfactual Test Using Non-Judiciary Committee Representation

This table presents regression analyses examining the association between the seniority of a merger party’s

represeWher non-judiciary powerful congressional committees and merger antitrust review
outcomes. The dependent variable is set to a categorical variable capturing the merger regulatory review

outcome (Q using an ordered probit model or the length of the antitrust review in logged days

(Duration) present regression results for the full sample (Column 1 and 4) and for subsamples of
mergers‘Cqumns 2, 3, 5, and 6) after partitioning on whether the merger party is likely to have high or low
demand forgpolitical involvement in the antitrust review process because of concerns about regulatory
obstacles (ILe

between firmsgin same product market as defined by Hoberg and Phillips (2010, 2016) or mergers involving
firms in thefop quaftile of significant supply chain link industry pairs based on the Ahern and Harford (2014)

methodology

st risk and low contest risk respectively). High contest risk mergers are all mergers

9

w contest risk mergers are all other mergers. All variables are defined in Appendix B. z-
statistics (t-sii@ti are in parentheses. Standard errors are Huber-White sandwich estimator clustered at the
state level. ec

S

ations include acquirer industry, target industry, state, and year fixed effects. Statistical

significance at the 1%, 5%, and 10% levels is denoted by ***, ** and *, respectively.

'

(1) (2) (3) (4) (5) (6)
Al High Low Al High Low
Contest Risk | Contest Risk Contest Contest
Dependent variable: Outcome Duration
Constant - - - 3.945%** 3.337%** 3.782%**
(14.56) (7.11) (13.02)
-0.004 -0.002 -0.001 -0.003 -0.003 -0.002
(-1.33) (-1.02) (-0.77) (-0.80) (-0.83) (-0.89)
0.001 0.000 0.001 0.001 0.001 0.001
(0.56) (0.33) (0.66) (0.67) (0.79) (0.75)
Lobbying DOJFT -0.024*** -0.036*** -0.017* -0.007* -0.011** -0.001
(-3.77) (-3.60) (-1.92) (-1.90) (-2.17) (-0.60)
Lobbying 0.028** 0.030** 0.021 0.010 0.024 0.002
(2.50) (2.50) (1.10) (0.80) (1.60) (0.24)
Connect_DOJFTC acq -0.182 -0.402 -0.079 -0.010 -0.032 -0.008
(-0.79) (-1.29) (-0.28) (-0.16) (-1.26) (-0.78)
Connect_DOJ 0.212%** 0.371%** 0.060 0.011 0.030 0.007
(2.20) (2.77) (0.42) (0.33) (0.42) (0.27)
-0.080** -0.116** -0.051 0.040%** 0.066** 0.040**
(-2.22) (-2.13) (-0.91) (2.70) (2.51) (2.07)
4.756%** 6.115%* 3.583 -0.512 -1.020 -0.316
(2.71) (2.46) (1.35) (-0.89) (-1.11) (-0.41)
Total_MktSh@ke 0.522 0.376 0.826 0.306 0.246 0.702%**
(1.30) (0.77) (1.30) (1.30) (0.79) (3.16)
Relative_Size -0.000 -0.000 0.000 -0.000** -0.000** -0.000*
# (-0.93) (-1.35) (0.61) (-2.55) (-2.23) (-1.79)
Acquirer Industry, Target Industry, Yes Yes Yes Yes Yes Yes
Observations 1,602 860 742 1,602 860 742
Pseudo/Adju 0.218 0.281 0.270 0.238 0.355 0.202
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Table 6: Do Special Interest Efforts Affect Merger Outcomes? Tests of Lobbying, Political

ContribMonnections

This table pg gression results for an examination of the association between merger party and merger
party compg bbying, political contributions, and political connections and merger antitrust review
outcomes (Panel A). We present results for subsamples of mergers after partitioning on whether the merger
party is &em high or low demand for political involvement in the antitrust review process because of
concerns ahatory obstacles (High contest risk and low contest risk respectively). High contest risk
mergers are all megggers between firms in the same product market as defined by Hoberg and Phillips (2010,
2016) or malkgers inWlving firms in the top quartile of significant supply chain link industry pairs based on the
Ahern and (2014) methodology and low contest risk mergers are all other mergers. We identify
itors as the closest three firms in the same product market as each merger party based
on total assets. termine product markets based on the methodology in Hoberg and Phillips (2010, 2016).
The dependent variable is set to a categorical variable capturing the merger regulatory review outcome
(Outcome) using an\grdered probit model or the length of the antitrust review in logged days (Duration) using
OLS. Panel within-equation F-tests. Panel C presents cross-equation F-tests. All variables are defined
in Appendix B. z-statistics (t-statistics) are in parentheses. Standard errors are Huber-White sandwich
estimator cﬁt the state level. All specifications include acquirer industry, target industry, state, and

atistical significance at the 1%, 5%, and 10% levels is denoted by ***, ** and *,

merger part

year fixed

respectively.
Panel A: Mmrty and Competitor Special Interests

(1) (2) (3) (4) (5) (6)
All High Low Al High Low
Contest Contest Contest Contest
Depende Outcome Duration

Constant - - 3.902%** | 2.167*** 4.557***
(5.05) (3.50) (8.09)

Lobbying_Coffiy acq -0.035** | -0.060*** -0.020* -0.076* | -0.112** -0.006
L (-2.33) (-2.59) (-1.78) (-1.80) (-2.36) (-0.78)
Lobbying_Com_tg 0.037* 0.069** 0.010 0.078* 0.130** 0.020
(1.80) (2.11) (1.17) (1.91) (2.09) (0.75)

Polit_Contrib @ -0.110** | -0.133*** -0.050 -0.029 -0.035** -0.021
(-2.20) (-2.60) (-1.30) (-1.56) (-2.16) (-1.35)

Polit_Contrib_t 0.122* 0.159** 0.077* 0.043 0.062** 0.026

(1.79) (2.50) (1.85) (1.60) (2.10) (1.12)
ryCom_acq -0.110 -0.187* -0.089 -0.067 -0.091* -0.031
(-0.90) (-1.82) (-0.99) (-1.36) (-1.89) (-1.30)

Wur 0.136 0.201* 0.072 0.072 0.132* 0.042
(1.30) (1.78) (1.30) (1.20) (1.89) (1.33)

Lobbying_D -0.155* | -0.035*** -0.008 -0.006 -0.010* -0.001
(-1.91) (-3.21) (-0.76) (-1.42) (-1.90) (-0.32)
Lobbying_D 0.042 0.062** 0.027 0.017 0.022 0.015

(1.60) (2.20) (1.00) (1.22) (1.32) (1.15)
Connect_DOJF -0.111 -0.195* -0.045 -0.022 -0.033 -0.004
(-1.19) (-1.80) (-1.30) (-0.99) (-1.10) (-0.16)
Connect 0.210 0.316* 0.058 0.040 0.060 0.011
(1.37) (1.90) (1.02) (0.67) (0.42) (0.22)
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Lobbying_acq_peer 0.005 0.006 0.003 0.015 0.023 0.011
(0.72) (0.56) (0.79) (0.79) (1.09) (0.39)
Lobbying_tar peer 0.002 0.003 0.001 -0.009 -0.012 0.002
(0.30) (0.45) (0.24) (-0.87) (-0.56) (0.88)
M‘M 0.050 0.067* 0.034 0.013 0.022* 0.009
(1.02) (1.70) (1.50) (1.20) (1.90) (1.00)
Polit_Contrib -0.040 -0.056* -0.023 -0.020 -0.027 0.006
(-0.97) (-1.78) (-0.78) (-0.70) (-0.90) (0.56)
Connect_Judi aiegl peer 0.077 0.110 0.055 0.056 0.078 0.019
(1.27) (1.60) (0.78) (1.00) (1.23) (1.19)
Connect_’udi ary!om_tar_peer -0.116 -0.145 -0.089 -0.233 -0.422 -0.045
s (-1.38) (-1.09) (-1.45) (-1.02) (-1.23) (-0.67)
Value -0.116* -0.156** -0.078 0.024 0.045 0.010
(-1.70) (-2.02) (-1.12) (1.11) (1.26) (0.35)
IndustryHHI_@icq 1.209 2.567** 0.356 -0.521 0.992 -2.112
(1.58) (2.51) (0.11) (-0.78) (0.98) (-1.02)
Total_MktShar 0.566 -1.297 1.567** 0.622* -0.155 0.919%*
(0.50) (-1.30) (2.00) (1.70) (-0.60) (2.50)
0.000 -0.000 0.001 -0.000 -0.000 -0.000
(0.97) (-0.55) (1.50) (-1.00) (-1.24) (-1.22)
Acquirer Ind:t Industry, Yes Yes Yes Yes Yes Yes
Observations 1,602 860 742 1,602 860 742
j z 0.322 0.340 0.260 0.267 0.336 0.235
(1) (2) (3) (4) (5) (6)
bbying_Com_tar =0 0.01 0.10 1.00 0.00 0.11 0.51
0.04 0.20 0.45 0.37 1.29 0.06
Connect_JudiciaryCom_acq = Connect_JudiciaryCom_tar 0.05 0.02 0.05 0.01 0.47 0.15
lit_Contrib_acq 4.13** | 3.38* 1.12 2.08 | 4.72** | 1.49
nnect_JudiciaryCom_acq 0.00 0.44 0.32 1.04 2.43 0.25
Lobbying_Com_acq = Connect_JudiciaryCom_acq 0.74 2.91* 1.16 0.04 0.19 1.99
Target tests
Lobbying_Cos tar = Polit_Contrib_tar 2.85% | 3.17* | 4.97** | 1.03 1.95 0.06
Polit_Contrib_tar = Connect_JudiciaryCom_tar 0.03 0.21 0.01 0.39 1.70 0.33
ing_ pnnect_JudiciaryCom_tar 1.72 2.52 2.45 0.01 0.00 0.57
d on Panel A Results
(2)=(3) (5)=(6)
4.83%* 9.72%**
6.09** 5.28%*
Polit_Contribmoc 3.36* 0.78
poiit_con R 353 154
Connect_Judigi cq 1.03 2.49
Connect_JudiciaryCo ar 2.10 2.76
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Table 7: Moderating Effects of Constituent Interests

This table presents regression results from tests examining the association between the seniority of a target’s

judiciary i epresentation and merger antitrust outcomes with interaction terms to capture effects
when a merger target’s operations are concentrated in judiciary committee members’ constituencies (Panel A)

and intera m
partition cofmitte

(Panel Ch In Panel A, Concentrate_tar is an indicator variable set to one for targets in the top quartile of

as to capture incremental effects during and following election years (Panel B) and

epresentation based on representation on the House and Senate judiciary committees

operational goncentration based on the methodology in Garcia and Norli (2012), and set to zero otherwise. In
Panel B, Electi (PostElectionYear) are indicator variables set to one if antitrust review outcomes are
announced ipgthe lggar (year after) in which a merger party judiciary committee member’s term ends and set
to zero othafwise. HBuse committee members have two-year terms and Senate committee members have six-

year terms. nels, the dependent variable is set to either a categorical variable capturing the merger
regulatory rgfie come (Outcome) using an ordered probit model or the length of the antitrust review in
logged days tigh) using OLS. We present regression results for the full sample and subsamples of mergers

after partitioning on whether the merger party is likely to have high or low demand for political involvement in

the antitrust reviewNgrocess because of concerns about regulatory obstacles (High contest risk and low contest

risk respecti h contest risk mergers are all mergers between firms in the same product market as

defined by H d Phillips (2010, 2016) or mergers involving firms in the top quartile of significant supply
chain link indlustry pairs based on the Ahern and Harford (2014) methodology and low contest risk mergers are
all other m variables are defined in Appendix B. z-statistics (t-statistics) are in parentheses. Standard

errors are Hube hite sandwich estimator clustered at the state level. All specifications include acquirer

industry, tafget try, state, and year fixed effects. Statistical significance at the 1%, 5%, and 10% levels is

denoted by and *, respectively.

Panel A: Fi centration in Congressional Members’ Districts
(1) (2) (3) (4) (5) (6)
Al High Low Al High Low

Contest

Contest Contest Contest Risk
Dependent VM Outcome Duration

Constant - - - 3.289%** | 3 450*** | 3,735%**

(5.89) (6.72) (12.78)

-0.007* | -0.009** -0.004 | -0.006* | -0.009** | -0.004
(-1.90) (-2.35) (-0.91) (-1.90) (-2.11) (-1.15)
0.013* | 0.018** 0.004 0.011** | 0.016*** | 0.006*
(1.89) (2.20) (0.52) (2.29) (2.69) (1.75)

-0.005 -0.005 -0.006 0.007 0.006 0.010

4# (-0.70) (-0.74) (-0.75) (0.92) (0.71) (1.07)
JudiciaryCom_tar * Concentrate_tar 0.009* 0.012%** 0.003 0.006* 0.008** 0.003*

(1.80) (2.05) (1.05) (1.92) (2.12) (1.91)
Lobbying_DOJFTC_ac - -0.044*** | -0.009 -0.005 | -0.010** | -0.000
(-2.50) (-3.56) (-1.10) (-1.38) (-2.21) (-0.12)

Lobbying_DOJFT, 0.033 0.051* 0.028 0.011 0.016 0.003
(1.23) (1.78) (1.42) (0.78) (1.33) (0.34)
Connect_ -0.422 -0.539 -0.211 -0.058 -0.123 -0.009
(-1.10) (-1.38) (-0.81) (-0.67) (-1.10) (-0.68)
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Connect_DOJFTC_tar 0.177* 0.382** 0.082 0.030 0.041 0.024
(1.87) (2.32) (0.72) (0.71) (0.66) (0.42)
Value -0.090* -0.108** -0.086 0.052* 0.070** 0.031
(-1.72) (-2.01) (-1.49) (1.78) (2.55) (1.61)
WM 7.099%** | 8.667*** | 4.326 0522 | -0.646 -0.316
(2.39) (3.41) (1.45) (-0.38) (-0.78) (-0.45)
Total_MktSh 0.253 -0.311 0.608 0.311* 0.076 0.756***
(0.29) (-0.66) (0.92) (1.90) (0.28) (3.38)
M_ -0.000 -0.000 -0.001* -0.000* | -0.000** -0.000*
(-0.67) (-0.81) (-1.88) (-1.85) (-2.15) (-1.91)
Acquirer Induht Industry, Yes Yes Yes Yes Yes Yes
1,602 860 742 1,602 860 742
0.272 0.282 0.273 0.235 0.357 0.211
Panel B: D | Effects in Election Years
(1) (2) (3) (4) (5) (6)
All High Low All High Low
Cantest Contest Cantest Cantest
Dependent vakiable: Outcome Duration
Constant - - - 4.478%** | 3.478*** | 4,198***
(14.38) (7.11) (10.01)
-0.008** -0.009** -0.002 -0.007** -0.010** -0.002
(-2.11) (-2.10) (-1.15) (-2.22) (-2.12) (-0.77)
JudiciaryCom 0.006* 0.005** 0.000 0.002* 0.007** 0.000
(1.85) (1.87) (0.33) (1.88) (2.16) (0.37)
0.057 0.167 0.067 0.068 0.224 0.013
(0.39) (1.37) (1.33) (0.79) (1.39) (0.80)
ElectionYear -0.002 -0.003 -0.002 -0.010 -0.012 -0.005
(-0.12) (-0.35) (-0.56) (-0.78) (-1.02) (-0.43)
JudiciaryCom_acq*PostElectionYear -0.002 -0.006* -0.002 -0.005 -0.007* -0.003
(-1.35) (-1.89) (-1.29) (-0.90) (-1.80) (-1.26)
JudiciaryComegcq*ElectionYear 0.007** 0.010** 0.005 0.003 0.008** 0.005
s (1.99) (2.52) (1.60) (1.10) (2.48) (1.39)
JudiciaryCom lectionYear -0.004 -0.007** -0.002* -0.003 -0.006* -0.002
(-1.60) (-2.02) (-1.82) (-0.78) (-1.92) (-0.53)
pnYear 0.005* 0.005** 0.002* 0.004 0.005* 0.002
(1.69) (2.19) (1.89) (1.35) (1.78) (1.49)
Lobbying_DOJFTC_acq -0.019*** -0.035*** -0.013* -0.009* -0.009** -0.001
(-3.50) (-3.55) (-1.90) (-1.89) (-2.10) (-0.80)
Lobbying DOYETC tar 0.021** 0.035** 0.021 0.010 0.022 0.005
(2.11) (2.42) (1.15) (0.90) (1.50) (0.55)
Connect_DOJRIC ac -0.162 -0.428 -0.081 -0.014 -0.032 -0.007
% (-0.89) (-1.35) (-0.35) | (-0.20) (-1.21) (-0.45)
0.205** 0.350%** 0.065 0.011 0.032 0.007
(2.02) (2.60) (0.79) (0.38) (0.50) (0.23)
-0.071** -0.120** -0.060 0.045*** 0.062** 0.041**
(-2.22) (-2.18) (-1.33) (2.67) (2.28) (2.05)
4.678*** 5.833** 3.278 -0.600 -0.898 -0.352
(2.68) (2.32) (1.50) (-0.90) (-0.98) (-0.69)
0.489 0.352 0.867 0.260 0.208 0.652***
(1.20) (0.78) (1.40) (1.25) (0.80) (2.65)
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Relative_Size -0.000 -0.000 -0.000 -0.000** | -0.000** -0.000*
(-0.67) (-1.27) (-0.49) (-2.25) (-2.36) (-1.82)
Acquirer Industry, Target Industry, Yes Yes Yes Yes Yes Yes
Observati“ 1,602 860 742 1,602 860 742
0.32 1.25 2.65 4.52%* 0.55 1.19
0.95 0.09 0.00 0.18 0.08 0.10
/JudiciaryCo! acq*PostElectionYear| =
F-test:
0.38 2.39 1.65 0.12 0.98 1.22
[JudiciaryCon\ acq*Elg@tionYear| =
Pseudo/Adjust 0.224 0.283 0.275 0.239 0.357 0.208

Panel C: Re:gre:mn Results for House and Senate Judiciary Committee Representation and

Antitrust Revn:ewjutcomes

(1) (2) 3) (4) (5) (6)
C Al High Low Al High Low
Contest Contest Contest Contest
Ricle Ricle Ricle Ricle
Dependent variable: Outcome Duration
Constant - - - 3.902%** 4.062%** 2.246
(6.90) (14.27) (1.60)
JudiciaryCom_acq_House -0.010* -0.013** -0.006* -0.007** -0.009** -0.004**
(-1.88) (-2.08) (-1.89) (-2.18) (-2.29) (-2.29)
-0.006 -0.007* -0.004 -0.003 -0.004* -0.002
(-1.61) (-1.84) (-1.07) (-0.90) (-1.79) (-0.95)
0.008* 0.010** 0.006 0.017** 0.019** 0.013***
(1.75) (2.53) (1.32) (2.20) (2.35) (2.63)
JudiciaryCom_tar_Senate 0.003 0.004* 0.003 0.006 0.006 0.005
(1.10) (1.74) (1.29) (1.11) (1.42) (0.83)
Lobbying_D: — -0.020* -0.027%*** -0.014 -0.007 -0.010 -0.001
(-1.90) (-3.66) (-1.44) (-1.46) (-1.58) (-0.08)
Lobbying_DO @ 0.030* 0.040** 0.015* 0.041 0.066* 0.004
(1.89) (2.16) (1.78) (1.52) (1.87) (0.56)
Connect_DOJFTH -0.155* -0.188** -0.101 -0.077 -0.083 -0.044
(-1.95) (-2.24) (-1.09) (-0.62) (-0.86) (-0.50)
Connect_ 0.101 0.158 0.020 0.019 0.029 0.006
(0.99) (1.21) (0.30) (0.73) (0.84) (0.78)
Value H -0.069** -0.099** -0.040* 0.075* 0.097** 0.060*
(-2.02) (-2.48) (-1.81) (1.87) (2.01) (1.94)
IndustryHHI_acq -5.111%** -7.669*** -0.436 -1.002 -0.888 -1.348
(-2.72) (-3.34) (-1.34) (-1.09) (-0.94) (-1.02)
Total_MktShare -0.421 -0.505 -0.400 -0.289 -0.259 -0.373
(-0.30) (-0.24) (-0.46) (-0.78) (-0.95) (-0.54)
Relative_| -0.000 -0.000 -0.001 -0.002** -0.000** -0.003**
(-1.30) (-1.11) (-1.24) (-2.12) (-2.00) (-2.07)
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Acquirer Industry, Target Industry, Yes Yes Yes Yes Yes Yes

Observations 1,602 860 742 1,602 860 742

F—test:/Judiciinom_’q_House/ = 0.76 1.34 0.33 1.49 2.45 1.07

F-test: [JudiciaryCema=tar House| = 1.76 3.44%* 0.69 2.72 4.06** 2.11

0.272 0.284 0.275 0.236 0.358 0.211

Table 8: Mw Effects of Politician Ideology

This table sents\@vidence about the effects of ideology on merger reviews. Panel A presents descriptive

statistics ch istics for mergers partitioned by Democratic and Republican presidencies. Panel B presents
regression resultsefrom tests examining the effects of politician ideology on the association between the
seniority of @ m@FgeBparty’s judiciary committee representation and merger antitrust outcomes. We measure
ideology usi rst dimension of the DW-Nominate measure. The measure ranges from -1 to +1 and is
increasing i gree of a politician’s conservatism. DW_Nominate_acq and DW_Nominate_tar are
indicator variables sét to one for firms whose average judiciary committee representation DW-Nominate
scores are i quartile of the sample, and set to zero otherwise. The dependent variable is set to either

capturing the merger regulatory review outcome (Outcome) using an ordered probit
model or th&length of the antitrust review in logged days (Duration) using OLS. We present regression results
for the full sample and subsamples of mergers after partitioning on whether the merger party is likely to have

top quartile of significant supply chain link industry pairs based on the Ahern and Harford
(2014) methodo nd low contest risk mergers are all other mergers. All variables are defined in Appendix
B. z-statjsti
at the s

Statistical significance at the 1%, 5%, and 10% levels is denoted by ***, ** and *, respectively.

atistics) are in parentheses. Standard errors are Huber-White sandwich estimators clustered
specifications include acquirer industry, target industry, state, and year fixed effects.

I

Panel A: aracteristics During Democratic and Republican Presidencies
O (1) 2) (1)-(2)
Democratic Republican t-test
W 814 788
Outcome I ' 1.86 1.62 9.98***
Duration 4.79 4.65 3.84%**
% High Con: 0.484 0.453 1.24
Sizeacq< 8.61 8.97 2.33%%
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Value 6.41 6.26 2.08**
Relative Size 52.02 72.49 2.32%%
W 0.073 0.067 1.05
IndustryHH @ 0.047 0.053 2.78%**
H
Panel B: Idgology
(1) (2) (3) (4) (5) (6)
O All High Low All High Low
Contest Contest Contest Contest
Rick Rick Rick Rick
Dependent vagia Outcome Duration
Constant ‘ i ' - - - 3.822%** | 3,435%** | 3,924***
(11.20) (7.03) (13.05)
JudiciaryCoriili -0.007* | -0.009** -0.004 -0.006* | -0.008** -0.004
i (-1.80) (-2.35) (-1.49) (-1.79) (-2.37) (-0.80)
JudiciaryCoriili 0.004 0.005* 0.001 0.004* 0.005** 0.002
(1.10) (1.89) (0.11) (1.69) (2.01) (0.61)
DW_Nomin@te acq -0.211* | -0.418%** 0.031 -0.020 -0.031 -0.004
(-1.80) (-2.57) (0.17) (-1.22) (-1.58) (-0.38)
DW_Nominate_tar -0.186 -0.268* 0.017 -0.015 -0.029 -0.008
A B (-1.33) (-1.70) (1.18) (-0.37) (-0.41) (-0.13)
L a8 *DW Nominate acq | -0.006 | -0.007* -0.005 -0.003 -0.005 -0.002
(-1.28) (-1.90) (-0.49) (-0.56) (-0.96) (-0.46)
Judiciar ’ Nominate_tar -0.003 -0.004 0.001 -0.001 -0.002 0.003
(-0.92) (-1.39) (0.07) (-0.19) (-0.51) (0.69)
Lobbying_DOJ - -0.045*** -0.009 -0.006* | -0.011** 0.000
(-2.50) (-2.79) (-1.03) (-1.80) (-2.28) (0.10)
Lobbying_DOJFTC tar 0.040* 0.059** 0.035* 0.013 0.018 0.003
(1.80) (1.98) (1.68) (1.32) (1.61) (0.23)
Connect_ DQUFTC acq -0.067 -0.080 -0.043 -0.030 -0.042 -0.015
L (-0.50) (-0.58) (-0.46) (-0.72) (-0.60) (-0.71)
0.102 0.170 0.068 0.060 0.081 0.016
(0.78) (1.18) (0.70) (0.50) (0.58) (0.95)
-0.122* -0.100* -0.135** | 0.060** | 0.075*** | 0.038*
(-1.78) (-1.81) (-2.19) (2.29) (2.77) (1.94)
7.292** | 8.502*** 3.795 -0.521 -0.643 -0.371
(2.35) (3.34) (1.40) (-0.82) (-0.62) (-0.40)
0.120 -0.434 0.540 0.671* 0.133 0.743***
(0.23) (-0.81) (0.75) (1.90) (0.37) (3.50)
Relative_Size -0.000* -0.000 -0.001** -0.000* | -0.000** | -0.000*
(-1.89) (-0.76) (-2.06) (-1.78) (-2.13) (-1.82)
Acquirer Industry, Tdlget Industry, Yes Yes Yes Yes Yes Yes
1,476 792 684 1,476 792 684
0.284 0.284 0.275 0.211 0.358 0.211
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