
Discussion of Matt Grennan’s:
“Price Discrimination and Bargaining:

Empirical Evidence from Medical Devices”

Robert Town
University of Pennsylvania and NBER

1 / 10



Introduction

Very good and very polished paper – one of the better IO
of health care papers in the last 5 years
Why?

Important question
Great data
Appropriate methods
Interesting counterfactuals
Highlights importance of symmetry in merger/competitive
analysis

Most successful medical device in history
IO of business-to-business markets are not well studied

Often subject of mergers

More broadly, little work on medical devices and they are
important and becoming more important (pharma in
decline?)
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Key Assumptions – Areas to make progress

Nash Bargaining
Precludes exclusive deals
Prices are negotiated off of a list price menu with volume
discounts (early stents sales were generally on list prices)
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Key Assumptions – Areas to make progress

Hospital Surplus:
Patient/physician utility: uijht = θjh − θppjht + Xjtθ

x + ξjht

Hospital surplus: Wht =
∑

j

∫
Ajht

uijht
θp dε but I would think it is

something like:
∑

j(rjt − pjht − costjht)qjht + γWht
Current approach does not allow payments to affect
utilization expect through observables
Is this important? Maybe –
Bundled products - Boston Sci (Taxus) and J&J (Cypher)
sell a menu of products to hospitals

Bargaining skill varies and is essentially a residual
Too much variation?
Difficult to perform counterfactuals without making ad hoc
assumptions
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What to do next? Some possibilities

Framework for a static profit function which can be used to
examine static / dynamic behavior
Entry/Exit
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Market Shares
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The Big Exit
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What to do next?

Framework for a static profit function which can be used to
examine static / dynamic behavior
Static and Dynamic merger/divestiture effects

Boston Sci/Guidant/Abbott
J&J/Conor
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The Big Merger and Divesture
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What to do next?

Dynamic impact of regulation on product introductions and
welfare

Device regulatory structures differ across countries
EU < US < Japan
Value of more products versus risk of unsafe (or perhaps
ineffective) products

10 / 10


