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One Slide Summary

@ Larger number of firms =- Better informed consumers =
Lower prices.
@ Heterogeneity matters a lot!
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Theoretical Model

@ From better informed consumers to lower prices: Clear link.
Very interesting non-linearities and heterogenous effects on
Welfare.
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Theoretical Model

@ From better informed consumers to lower prices: Clear link.
Very interesting non-linearities and heterogenous effects on
Welfare.

@ Do larger number of firms imply better informed consumers?
This link seems less clear.

@ Passive search versus Active search.
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Theoretical Model
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Very interesting non-linearities and heterogenous effects on
Welfare.

@ Do larger number of firms imply better informed consumers?
This link seems less clear.

@ Passive search versus Active search.
@ From 3 to 4 gasoline stations: OK. v/
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Theoretical Model

@ From better informed consumers to lower prices: Clear link.

Very interesting non-linearities and heterogenous effects on
Welfare.

@ Do larger number of firms imply better informed consumers?
This link seems less clear.

@ Passive search versus Active search.
@ From 3 to 4 gasoline stations: OK. v/

@ From 30 to 31 gasoline stations: Not obvious to me.
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Larger number of firms = Better informed consumers:

Why monotonic?
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@ Confusion, complexity, consumers’ limited capacity of
processing information could potentially play a role.
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e Evidence in Choice Overload: lyengar-Lepper (2000),
lyengar-Kamenica (2010), Abaluck-Gruber (2009).
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Why monotonic?

@ Confusion, complexity, consumers’ limited capacity of
processing information could potentially play a role.

e Evidence in Choice Overload: lyengar-Lepper (2000),
lyengar-Kamenica (2010), Abaluck-Gruber (2009).
@ Concerns of Consumers and Policy makers due to the large

number of alternatives.UK electricity market (80 new tariffs
per year); Medicare Part D in the US:(30 and 56 plans).
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Larger number of firms = Better informed consumers:

Why monotonic?

@ Confusion, complexity, consumers’ limited capacity of
processing information could potentially play a role.

e Evidence in Choice Overload: lyengar-Lepper (2000),
lyengar-Kamenica (2010), Abaluck-Gruber (2009).

@ Concerns of Consumers and Policy makers due to the large
number of alternatives.UK electricity market (80 new tariffs
per year); Medicare Part D in the US:(30 and 56 plans).

@ Competition versus Confusion could be an interesting
trade-off.
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On the Empirical illustration

Carlos Noton - University of Warwick Price Info and Competition by Lach and Moraga-Gonzélez



On the Empirical illustration

Empirically, they estimate:

dimt = do + 07 |n(Nm) + Xm'Y'L' + Eimt
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@ Is the information channel the only link between the number
of firms and prices?
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On the Empirical illustration

Empirically, they estimate:

dimt = do + 07 |n(Nm) + Xm'Y'L' + Eimt

@ Is the information channel the only link between the number
of firms and prices?

@ Using only cross-section variation only: How to identify this
effect from competing theories?
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On the Empirical illustration

Empirically, they estimate:

dimt = do + 07 |n(Nm) + Xm'Y'L' + Eimt

@ Is the information channel the only link between the number
of firms and prices?

@ Using only cross-section variation only: How to identify this
effect from competing theories?

@ Results support non-monotonicity, which seems interesting.
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Minor comments

Theory Part
@ Is the extension to multiproduct setting straightforward?

@ Can the model include alternative effects of the number of
firms on prices?

@ Is the extension to active search too complicated?
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Minor comments

Theory Part
@ Is the extension to multiproduct setting straightforward?

@ Can the model include alternative effects of the number of
firms on prices?

@ Is the extension to active search too complicated?
Empirical Part

@ The model assumes homogenous goods, the empirical section
differentiated goods with constant valuation-to-cost margins.

@ Heterogenous marginal costs? Using oil shocks as instruments.

@ Non significant results in lower quantiles: Perhaps more
competitive markets are insensitive to this effect?

@ Pag 18: You do have a way to test this theory versus standard
theories. Does it need time variation in N7?

e Some X, could be instruments for N7 (no entry and no exit
at all?)
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