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Discussion

o Excellent paper, very useful
@ Provide a clear benchmark for innovation in procurement markets

e Focus on cost reduction/quality improvement

@ The benchmark is very close to Sah and Stiglitz (Rand 1987): under efficient auction and
independent values, the bidders receive their marginal contribution to welfare so a merger
affects only the sharing of the surplus.

@ With synergies or internal spillovers, there is a trade-off between efficiencies induced by
the merger and buyer surplus.
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Comments

@ There is a gap between (strong) policy conclusions and (rather limited) results.

The paper provides a benchmark, so be cautious not to draw excessive policy conclusions.

With concentrated markets and diffuse spillover, is the merger pro-competitive ?

The scenario considered is not the "best-case scenario for an innovation defense" because
of a strong market power effect.

@ Some excessive statement
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Suggestions

Develop the section on FPA: imperfect appropriability, business stealing.

Explain better the nature of the efficient auction depending on assumptions on the value

The section on dynamics has cross-effect restricted to realized cost/quality; it would be
interesting to extend to effects on knowledge

Explore the role of reserve price: does it affect investment?

Assumption about lower 7s.
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