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2. Why? The EU has chosen to empower a strongly independent, supra-national regulator

- endogenous outcome of institutional design game among EU countries

3. Evidence suggesting that DG comp is a tougher regulator

- enforces antitrust law — mergers, abuse of dominance, cartels — more actively
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1. The macro symptoms



PPE investment rates are falling both the US and in the EU
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Average returns to physical capital are stable in the US
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Average returns to physical capital are stable in the US, falling in the EU
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Intangible capital is rising in the US
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Intangible capital is rising in the US, not in the EU
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Quantifying the role of rents vs. intangibles Crouzet and Eberly (2020)

“Investment gap” = Q1 —q1 = PR Ry (rents — physical capital)
K, . .
+ K—qz (ommitted capital effect)
1
n w—1 » K, (rents — intangibles) x
r—g 2 [Z (ommitted capital effect)

This simple version of the investment gap can be constructed using a few (6) time series.

But the decomposition is very general — see our paper!
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The investment gap in the US Crouzet and Eberly (2020)
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Underlying structural changes
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The investment gap in France
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US, 1980-2015: two structural changes contributing to investment gap

- rising intangible share 4 rising rents

Neither are clearly visible in EU data

Comment 1: structural breaks
- “we argue that much has changed since then [late 90’s]” — Lisbon Strategy
- unclear whether structural break in the EU data — but short sample

- Comment 2: heterogeneous sectoral trends

- no single common macro story across sectors in the US Crouzet and Eberly (2020)

- telecom evidence: compelling, but nationally regulated?

10/ 18



2. Equilibrium regulation: theory
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Two goods i = 1, 2; two countries j = 1,2

Firm in country j uses linear technology: x1; + xo; = zn;

Household in country j:

u = log(xlj)+10g(x2j)—”j

Regulator chooses markups <+ prices <+ quantities x1, X,
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max U1 + UZ
X1,X2

X1 =2z

Xyp = 2Z

U, =U* =2(log(z) — 1)
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- ex-post: supra-national regulator further restricts domestic output

- Comment 1: what does v > 0 buy?

- does the model speak to the single market even if v = 0?

- Comment 2: what changed in the EU? in the US?

- EU: why shift from NR to SR — within single market?
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3. Evidence on competition regulation in the EU vs. the US



The DG comp is a tougher regulator (1/2)
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- Comment 1 : scope of national regulators vs. DG comp, particularly for antitrust

- “concentrations with an EU dimension” i.e. meeting certain thresholds

- discrete change in enforcement around thresholds?

- Comment 2 : is DG comp tougher because it is supranational?

- economic conditions : bigger gains from abusive consolidation in the EU?
- innovation : DG Comp less concerned about preserving quasi-rents?

- risk attitudes : FTC/Do] — short-run consumer prices; DG Comp — long-run
precautionary, approach?

17 /18



Conclusion



Conclusion

- Ambitious, important paper

- Shifted my priors on

- macro symptoms in US vs. EU

- enforcement of antitrust in US vs. EU

- But s it really the supranational nature of DG comp that matters?

- would be better for the US if the answer were no!
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Additional slides



National regulator

max U; = log(x;)+ log(xy) — 2x1/z
X1
1
n=5z<z
1
Y, =5z<z2

U, = UM = U — (2log(2) — 1) < U*

U, = UM

National regulators ~ monopolists

Back to model
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