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Synopsis
@ The paper uses a dataset of e-books sold on Amazon (UK) to
study the overcharge of the agency model.

@ | like what the paper is trying to achieve.

@ Claims multiple contributions to the literature:
@ Competitive effects of the agency model.
@ MFN clauses.
© RPM clauses.
© Machine learning and text mining approach.
@ Professional and word-of-mouth reviews.
@ Substitutability between e-books and physical books.
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Synopsis (cont'd)

Synopsis (cont'd)

@ The paper exploits a cross-sectional dataset of 10,048 e-books
published on Amazon UK between 2010 and 2020, with
information on the type of vertical pricing model.

@ Main finding from the linear hedonic pricing regression: The
agency model overcharges e-books by 36% relatively to the
wholesale model.

@ Technicalities:

@ Latent Dirichlet Allocation (LDA) approach to match genres.
@ Log(ranking) endogeneity tackled using:

@ Lewbel’'s heteroscedasticity-based IV method.
@ Double Machine Learning (DML) approach.

@ Identification achieved with cross-sectional variation in publisher
and book genre.
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Comments

Comments

@ The agency model is treated as exogenous.
e The reader needs to be convinced that this assumption is
legitimate.
@ The identification of genre brings in a proxy variable.
e This may lead to further endogeneity, needs discussion.

@ For a random sub-sample of your books, you could construct a
panel and study the agency v. wholesale model price dynamics
(different project?)

@ Table 4 in the paper hints to interesting publisher heterogeneity by
book format. Perhaps this could be exploited and discussed.

o Due to different degrees of cannibalization, publishers may apply
different pass-through on their agency model.
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Table 4

Observations Mean Std. Dev. Min  25% 50% 75%  Max

Book Format Publisher
Hardcover Bloomsbury 1,074 61.08 3797 363 200 692 85.0 3950
Hachette 1,161 14.27 5.04 203 11.12 1359 1699 85.56
Harper Collins 1,376 14.83 592 1.63 10.99 14.17 16.99 117.01
Indie /Small 16,810 30.85 464 1.05 14.32 20.0 3327 1575.0
Pan Macmillan 711 14.02 562 173 10.14 1321 1816 44.6
Penguin Random House 1,592 1451 794 179 10.65 13.26 16.99 191.16
Simon & Schuster 583 13.80 6.73 2.03 10.27 1299 1525 99.35
e-book Bloomsbury 1,173 31.88 2013 1.42 9.98 19.94 56.62 123.5
Hachette 2,514 539 296 099 399 399 599 27.99
Harper Collins 2,091 590 370 075 299 549 699 62.58
Indie/Small 13,670  7.62 1438 025 0.99 3.79 850 467.80
Pan Macmillan 855 7.57 376 0.99 491 699 999 3230
Penguin Random House 2611 721 348 049 499 652 949 40.0
Simon & Schuster 581  8.01 312 099 499 849 999 20.99
Paperback Bloomsbury 769 17.37 889 1.0 899 1699 252 57.25
Hachette 1,648 813 284 1.0 6.55 737 899 31.0
Harper Collins 1,945 943 123 1.0 539 735 9.99 1920
Indie/Small 23,171 13.23 21.18 031 6.79 9.99 14.99 1899.0
Pan Macmillan 628  9.09 352 2,58 6.55 819 1190 30.99
Penguin Random House 2,100 9.27 483 1.0 6.55 819 1115 7647
Simon & Schuster 566  9.03 769 155 6.18 T7.99 1097 167.39

Table 4:| Prices grouped by format and publisher.
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Questions

Questions
@ Does the (agency model) overcharge vary by publishers?

@ How is the overcharge redistributed between publishers and
writers (possible to discuss it?) Do independent/niche writers get
a portion of this overcharge?

@ Hedonic pricing: what is marginal cost and what is markup-up?

o Any correlation between mark-up, and the decision to choose
agency v. wholesale model?

@ No year dummies (but there is date retail):

o Publishers renegotiate their contracts with Amazon at a different
time. Is it possible to exploit the variation by publisher on the timing
of the agency model adoption?

@ Did Brexit play any role on the agency model pricing? Did it
modify the gap?
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Questions

THANKS FOR THE OPPORTUNITY TO DISCUSS THIS
INTERESTING PAPER!
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