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Dissertation Abstract
The Modern Wholesaler: Global Sourcing, Domestic Distribution, and Scale Economies
(Job Market Paper)
It is often assumed that the global economy is becoming frictionless, such that buyers
(downstream firms) and producers (upstream manufacturers) immediately connect and bypass
middlemen. However, in the distribution of manufactured goods, the exact opposite has
occurred: middlemen are more important than ever, distributing products worth over three
trillion dollars, expanding their distribution networks, and connecting domestic buyers to
international markets. This paper quantitatively evaluates the growing implications of the role
played by wholesalers, a particular form of middlemen who sell almost exclusively to other
businesses. I find that wholesalers leverage globalization to not only compete in an increasingly
oligopolistic manner, but to provide substantial benefits to their customers.
This paper has two principal contributions. First, I document the growing importance of
wholesalers in distributing imported and domestically produced manufactured goods within the
United States and show that this increase is driven by the intensive margin, with the largest
wholesalers increasing in size. To establish this new stylized fact, I combine confidential
administrative data on the universe of US importers, wholesalers, and manufacturers from 19922012 with survey data on transactions and shipments from upstream sellers and downstream
buyers.
Second, I use a structural model to decompose these trends and to quantify their market
consequences. Globalization allows wholesalers to increase markups, but I find that these
changes are more than offset by buyer benefits from improved access to international sources
and the passed-through gains from increased wholesaler scale economies. My structural model of
wholesaling incorporates two main elements. First, I embed buyer demand for particular
wholesalers in a discrete choice framework, allowing me to trace changes in both observable and
unobservable wholesaler attributes to the valuations of downstream buyers. Second, I endogenize
the prices, attributes, and entry decisions of wholesalers. Wholesalers optimally choose their
prices under oligopolistic competition, after paying fixed costs to develop both domestic
distribution networks and global sourcing sourcing strategies. I estimate this model using a series
of exogenous cost shifters, aggregate moments, timing assumptions, and equilibrium restrictions.
Using the estimated model, I evaluate the economic costs and benefits of intermediated
international trade. While the largest wholesalers pay substantial fixed costs, they (a) step up
nation-wide product distribution and (b) increase the availability of globally sourced products.
These two forces positively interact, and investment in domestic distribution and international
sourcing become increasingly complementary over time. However, large fixed costs limit the
number of wholesalers that can do both, driving up wholesaler market concentration and
markups. Buyers receive two benefits from wholesalers that source globally: the immediate
benefit of being able to source from abroad, and a secondary benefit where international trade
allows the largest wholesalers to exploit increasing returns to scale and improve their domestic
distribution networks. I find the benefits from intermediated international trade dominate the
economic costs; they account for a $314 billion net increase in surplus in 2007, with benefits that
primarily accrue to small downstream buyers.

The Extensive Margin of Exporting Products: A Firm-level Analysis (with Costas
Arkolakis and Marc-Andreas Muendler)
We analyze the role of fixed export costs faced by firms participating in international trade. We
examine multi-product exporters and use firm-product-destination data to quantify export costs
and barriers. Our general-equilibrium model of multi-product firms generalizes earlier models by
flexibly allowing for variations in exporting and production costs. To match main facts about
multi-product exporters, we estimate our model with rich demand and access cost shocks for
Brazilian firms. These estimates document that exporting additional products farther from a
firm’s core competency incurs higher unit costs, but lower fixed export costs from economies of
scale. We find that these fixed export costs differ across destinations, and we evaluate a scenario
that standardizes market access between countries. The resulting welfare gains are similar to
those from eliminating all current tariffs.
Energy Prices, Pass-Through, and Incidence in U.S. Manufacturing (with Joseph Shapiro
and Reed Walker)
We study how increases in energy input costs for production are split between consumers and
producers via changes in product prices (i.e. pass-through). In markets characterized by
imperfect competition, marginal cost pass-through, a demand elasticity, and a price-cost markup
are sufficient statistics in computing the relative change in welfare between producers and
consumers due to a change in input costs. We find that increases in energy prices lead to higher
plant-level marginal costs and output prices, but lower markups. This suggests that marginal cost
pass-through is incomplete, with estimates centered around 0.7. Our statistical tests reject both
zero pass-through and complete pass-through. We find heterogeneous incidence of changes in
input prices across industries, with consumers bearing a smaller share of the burden than
standard models suggest, as producers with market power absorb a larger share of the burden.

