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In recent years, some multinational firms, which are said to be more

efficient than domestic firms, have been withdrawing from host countries. To analyze this situation,
we conducted an economic analysis focusing on the possibility that, when faced with the entry of an
efficient multinational firm, existing domestic firms take some countermeasures that make it
difficult for the multinational firms to engage in economic activities and thus be excluded from the
market in the host country. This study identifies three mechanisms through which multinational
firms™ exclusion occurs, focusing on the possibility that domestic firms will engage in exclusive
dealings with domestic suppliers (vertical transactions conditional on not doing business with
competitors) and the possibility that they will change their procurement methods for input goods.
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