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SUMMARY

e How does the accumulation of data by firms affect measured markups and market
power?

» A model combining macro (information frictions), finance (risk pricing), and 10
(market power).

» Data influences markups through risk reduction, investment incentives, and product
composition.

» Incorporates data barter where price and data act as substitute payments.
e Main findings:
» Markups are contaminated by data effects.

» The wedge between firm-level and product-level markups can serve as a sufficient
statistic for a firm’s data stock.
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STRENGTHS

e Elegant theoretical bridge across disciplines
» Integrates risk pricing from finance with market power concepts from IO.
¢ Resolves conflicting empirical trends

» Provides a unified explanation for why product-level markups remain flat while
firm-level and industry-level markups rise.

o Offers a novel, testable metric

» Proposes the markup wedge as a quantifiable measure of data, shifting the focus
from simple markup levels to composition effects.
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SUGGESTIONS (1/2): WELFARE RESULT

e The headline welfare result holds, but only for the symmetric case.
» Prop. 5 (more data raises welfare) assumes symmetric firms. Appendix C.2 and
Figure 6 show that with asymmetric data, more data can reduce welfare.

» But data has economies of scale, so a data-precision gap lets one firm dominate.
Asymmetry is the natural outcome, not symmetry.

e Suggestion: the welfare-positive case rests on the non-generic symmetric
benchmark. A welfare analysis that takes asymmetry as the default would be more
policy-relevant.
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SUGGESTIONS (2/2): WHEN IS THE WEDGE A VALID DATA
MEASURE?

e The wedge measures data, but only under conditions the paper leaves implicit.

» The wedge tracks data only when investment is fixed and the price of risk is low (Cor.
1 via Prop. 2). The sign of data’s effect on markups even flips with the risk regime
(Prop. 1, 3a).

» So the same wedge means different things for firms with different risk prices. A
cross-firm comparison needs the price of risk pinned down first.

e Suggestion: stating these conditions would turn Section 8 from a tool list into an
identification recipe.
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