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Overview of the paper

» Effects of a merger
1. Unilateral effects
2. Coordinated effects
3. Efficiencygains

* Case study: merger between GSK and Pfizer, cough and cold medicines
segment

* Product-level data from the Phillippines, before and after the merger

* Differences in differences methods to examine price changes with various
different control groups

 But price changes alone can’t tell us about changes in costs or coordinated
behaviour

-> structural analysis: estimate demand side parameters and coordination
parameters



Key findings

* Mark-ups increased for both merging parties
* Gain in efficiency for Pfizer but not necessarily for GSK

* Price of main competitor Sanofi increased, due to increased
coordination, while prices of Unilab did not

Key insights
* Efficiency gains do not preclude adverse competitive effects

* [t is worth devoting more time and effort to think about
coordinated merger effects



Comments

Datasets

* Based on the write-up, it was not 100% clear to me how the two
different datasets from IQVIA were combined / which dataset was
used for which analysis, here you could be more explicit

Possible concerns with aggregation over different pack sizes?

* Using the IQVIA NSA dataset you identify 185 products, aggregating
data across pack sizes, if prices are aggregated at this level, then
changes in prices can also stem for merger-related changes to
product design like strength and packaging

* Later you mention price is per dose

* Nevertheless, | would double check that the merger does not lead to
any marked changes in strength and package sizes available




Comments

55 drugs vs. 185 drugs

* Might be easier to simply use the 55 drugs as the baseline sample for all
main results in the paper, rather than using 185 for the diff-in-diff and then

switching for the structural analysis

Control groups for diff-in-diff

* Analgesics: “Although analgesics constitute a different therapeutic segment,
both Pfizer and GSK are active in this market, so we exclude their products
and use only prices of products from non-mergin% firms as controls.”
“Nonetheless, spillovers from the merger may still be present in analgesics if
consumers use them as either substitutes or complements to the cough and

cold medicines”

* Additionally, non-merging firms in the analgesics segment may
themselves react to the merger, via unilateral or co-ordination effects




Comments

Robusthess

* The data benefits from a relatively long pre-merger period (2010-
2019) vs. a short post-merger period (2019-2020), how do the
estimates of the structural model change depending on the length
of the pre-period?



Open questions

* Why are efficiency gains so asymmetric? What do you think could
be plausible explanations why prices and marginal costs decline
significantly for Pfizer but not GSK? Was this predicted by the
parties at the outset?

* Why does Unilab not respond by increasing its prices, given that it
operates in the same market?

Policy implications

* Given the results of this study, should competition authorities
have done anything different in hindsight?



Thank you!
Melissa Newham
mnewham@ethz.ch
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