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Empirics: Markups positively associated with input shares
within customers

Market powers effects? Product appeal effects?
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Empirics: Markups positively associated with input shares
within customers

The interpretation in the paper is that higher markups are due to
larger market power

However, in principle, one could distinguish pure market power effects
from product appeal effects

If a customer has worse outside options (perhaps due to losing another
supplier), then its current supplier can charge higher markups due to
higher market power. I would call this a pure market power effect.

On the other hand, if a supplier improves its product and a customer
is willing to pay a higher markup for it, then I would call this a
product appeal effect.
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Empirics: Markups positively associated with input shares
within customers

The regression result may be consistent with either interpretation

But for economic modeling, this has consequences. In the first case,
prices charged to different customers would depend on their outside
options. In the second case, prices for the same product would not
differ that much.

Which situation is supported by the data?

Is there evidence for third-degree price discrimination is the data?
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Empirics: Larger churn in suppliers when exposed to larger
reduction in input prices

Price effects? Cf. Acemoglu, Akcigit and Kerr (NBER Macroeconomics
Annual, 2016) vs. Fabinger, Shibuya and Taniguchi (2017)
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Model: Production in a fixed network
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Model: Production in a fixed network
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Model: Formation of firm network
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Model: Formation of firm network
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Theory: Network irrelevance in a benchmark case
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Model calibration
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Estimated moments
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Conclusions

Great paper!

Empirical part looks at important phenomena

Theoretical/modeling part captures them in computationally tractable
way

Future research along these lines could bring new insights for our
understanding of firm network data
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