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@ Interesting and potentially important paper — first to find empirical
evidence supporting Lépez and Vives (2019, JPE).

e Empirical analysis of the impact of common ownership (CO —
overlapping sets of institutional investors) on markups and innovation.

@ Panel of European manufacturing firms from 2005 to 2016.
@ Structural inference of markups and construction of a measure of CO.

@ Increase of firm markups up to 3.4% in industries with high
technological spillovers after the first CO.

@ For companies directly held by common institutional investors,
positive effect on citation-weighted patents of up to 9.5% in
high-spillover industries.
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A.L. Lépez and X. Vives (2019), "Overlapping Ownership, R&D
Spillovers, and Antitrust Policy", Journal of Political Economy

CO impacts innovation through two channels:

Internalization of cost-reducing R&D efforts —> more innovation
Lower output —> lower incentives to innovate

Three regions (depending on technological spillovers)

Low spillovers: CO has a negative or no effect on innovation and a
positive effect on prices —> CO increases markups.

High spillovers: CO increases innovation and prices —> CO raises
markups —> markups increasing in technological spillovers

(Very high spillovers: CO increases innovation and reduces prices
because of the lower costs due to innovation —> ambiguous effect on
markups. This area is small or non-existing.)

+ of this paper: evidence about not directly commonly owned firms.
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Questions & Potential Extensions

@ CO: "at least two competing firms being held by overlapping sets of
institutional investors creating indirect corporate networks".
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o "We discard markets that always show CO and that only contain
discontinuation of previous CO links"
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Questions & Potential Extensions

@ Market variables: NACE three-digit industry-country level. But large
firms (> 250 employees and > 50m € turnover) may face
international competition.
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@ Proportional control ("We assume proportionate control, where the
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capital intensity...). Why?

@ Measure of spillovers.

@ Results on markups:

e CO increases it in low and high technology, but not in medium ones.
o Institutional holdings: negative effect on CO in low tech, positive in
medium-low tech

@ Interesting paper with potential and important policy implications for

CO.
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