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Summary

— Pharmacy opening hours < proximity to competition

— Prices regulated, locations/entry restricted = competition mainly on opening hours
— Theoretical duopoly model

* Sellers choose time and length (costly) of opening hours
* Consumers have preferences over location and time of day
* Competition measured as distance from competitor

» Higher distance can reduce competition = less incentive to extend hours to steal demand
» Higher distance can also spread demand more thinly across geography =- more incentive to
extend hours to service previously unserviced demand
— Test predictions in Finnish data: opening hours (pharmacy level) / total opening hours of
two closest pharmacies (location level) on distance to competitor(s)

— Result: longer distance between competitors < shorter opening hours (squared terms
suggest diminishing effects)
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Appraisal

— Interesting setting in which prices cannot properly be used to compete
— Results are potentially very policy-relevant: if entry is restricted, how should regulators
think about opening hours?

— Theoretical model with clear predictions that motivate empirical analysis well
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Comments
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Competition without prices i

— Other related work on non-price dimensions of competition under regulated prices/entry

— Ater and Shany (2024), “Exercising Market Power without Using Prices? Service Time in
Online Grocery”
* Prices set centrally, so local branches react to local competition by improving service times
* Service times lower in more competitive markets/on lower demand days
* Close parallel to opening hours here
— Verboven and Yontcheva (2024), “Private Monopoly and Restricted Entry: Evidence from
the Notary Profession”
* Entry restrictions in the notary market mainly serve producers
* Welfare and consumer surplus could improve while maintaining geographic coverage
* Parallels: Prices regulated, entry restricted, and geographic coverage is an explicit policy goal
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Competition without prices ii

— Argentesi et al. (2021), “The Effect of Mergers on Variety in Grocery Retailing”

* National retail chains price centrally
* When national merger changes competition locally, branches react by changing assortment to
avoid cannibalization and lessen local competition

* Relevant here: Assortment may be a competition dimension that is relevant but unobserved
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Why duopolies?

— Model is a duopoly, and the definition of catchment areas is also built on an implicit

duopoly assumption (closest & second-closest pharmacy)

— Is this just for theoretical tractability?
— Or is there a deeper institutional /empirical reason?
* For how many markets is this a reasonable assumption?
* What is the distribution of distance between closest and second-closest, versus second-closest
and third-closest pharmacy?
* Heterogeneity in plausibility of duopoly? Exclude those with more than two competitors?
— For the total-duration analysis: why not use a distance/travel-time cut-off for each grid

cell instead, to allow more than two relevant competitors?

— In the empirical part, a pharmacy can have many competitors (different competitors in
different catchment areas). How does this map back into the duopoly model?
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What does “distance” really capture?

— “Distance” in model mapped to geographic distance
empirically, but could proxy any source of unobserved
horizontal differentiation (reviews, public transport, online
services, other products, speed, friendliness, selection, etc.)

— Reviews of pharmacies in central Helsinki (right) show large
heterogeneity, with reviewers mentioning friendliness and
selection of products

— Geographic distance only captures one dimension of
competitive pressure
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Other model assumptions

— Prices capped at maximum mark-up, but pharmacies can price below the cap. Do they?
* If so, this margin should be considered in both the model and empirical analysis
* If not, is the cap simply too low to leave room for price competition?

— Model distinguishes full vs. partial coverage (is any pharmacy is open at any given time)
* Does full coverage in practice mean literally 24h? Does this occur often enough to be

empirically relevant?
* |If the empirically relevant regime is always partial coverage, the model’s predictions about

when the competition vs. demand-spreading tradeoff flips sign are untested
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Identification

—

Both candidate Vs (grid cells per pharmacy; max. distance from grid to pharmacy) are
themselves outcomes of pharmacies’ location decisions

* Unclear why they would be less endogenous than the location choice they instrument for
* Worth spelling out the expected direction of bias more precisely

Can the theoretical model predict where firms would locate if location were also a choice?
* This could help discipline the likely direction of endogeneity

Separate identification concern: higher pharmacy density in more populated areas =

people in cities may have different (or more heterogeneous) working hours, independently

of competition

Separate sample-selection concern: weekday panel drops observations where a pharmacy

is closed — but being closed is also a choice and may correlate with local competition
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Clarifications / minor points

— What is the purpose of running the analysis at both the pharmacy level and the grid-cell
level — is it purely a robustness check? Worth clarifying upfront

— Why is entry of pharmacies regulated in the first place? What is the underlying market
failure/inefficiency this is meant to correct?

— What is the role of online pharmacies?

* Also worth mentioning that some bricks-and-mortar pharmacies offer delivery service
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