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Overview

• Interesting topic

• Nice data

• Interesting and policy-relevant counterfactuals

• Detailed robustness

Comments mainly aim to make the economics behind the structural 
model more transparent



Model – summary and intuition

• Demand, s, depends on price, p, and quality (=speed), q

• Fixed costs depends quadratically on quality

• FOC on p to back out marginal cost c
• Specify c to depend on #sites, nonshared and shared
• This roughly describes relationship between p and #sites

• FOC on q to back out “quality cost” k, which is marginal change in 
fixed costs when q changes
• Specify k to depend on #sites, nonshared and shared
• This roughly describes relationship between q and #sites



Model - comments

• To introduce structural model, present some prior reduced form evidence on 
relationship between
• between p and #sites
• q and #sites

Paper now presents some other reduced form evidence, but less directly related to identification of 
structural model (e.g. new variables included, etc.)

• Alternative, more intuitive formulation?
• Firms choose #sites, which would affect quality and hence (i) demand, (ii) marginal costs and (iii) 

fixed costs
• Get FOC on p and on #sites (instead of FOC on q)

 Discuss (non-)equivalence of this set-up if only non-shared sites

 Can model optimal choice of both non-shared and shared sites



Model – specific comments

• Counterfactuals
• Geo-split and JV equilibrium are not empirically distinguishable Why not use institutional 

information to motivate JV equilibrium, would simplify counterfactual analysis
• Also present how JV affects consumer surplus and total welfare

• Specification
• Fixed costs depend on quadratically on q  what if also a linear term?

• Estimation
• Endogenous price, p, quality, q, and group share, s_jg, addressed with lagged variables 

Assumes no serial correlation

• Modeling
• Price, p, and quality, q, are simultaneously chosen  In practice, q may be chosen first (=two 

stage game with investment commitment)

• Relation to merger literature on investment  Federico, Langus, Valletti; Motta, 
Tarantino; Bourreau, Jullien, Lefouili


