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Overview

> Question: How did markups of consumer products evolve from 2006-20197

> Relevant literature:
1. Production function approach to measuring markup trends (de Loecker et al., 2020)

> use of individual products

> able to "micro-found” markup trends

2. Long-term trends using demand/supply models (Berry & Jia, 2006; Backus et al.,
2020)

> able to scale analysis up across many product markets
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Methodology and findings

> Data: Nielsen scanner data (prices + quantities), >100 product categories

> Methodology: Random coefficients logit (BLP 1995) run simultaneously over many
product categories

1. Product FEs instead of characteristics

2. ldentify price coefficient via covariance restrictions instead of using
characteristics-based instruments

» Findings:
1. Significant increase in aggregate markups over sample period (v')
2. Increase in markups was largest in upper parts of markup distribution (v')...
3. but the whole distribution has shifted over time (X)
4. Mechanism: 1 production efficiency + | price sensitivity (X)
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Comments: demand-side factors

> What role did demographics play?
> Rising income levels could drive down price sensitivity
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> How would markups in 2019 look with, say, 2011 income?
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Comments: supply-side factors

» What about product variety? (Hortagsu & Syverson, 2015)

> "Niche” products attracting high-WTP consumers
> How would markups in 2019 look like with 2006 product offerings?

> Related to the last point, what about pricing strategies?

> Rebates
* Third-degree price discrimination (income, household size)
> D’Haultfeeuille, Durrmeyer, Février (2018)

> Market structure
* How would double marginalization change the picture?
* May horizontal mergers have affected pricing?

> Is profit maximization at module level a good assumption?
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