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Much of my research focuses on how firms choose the variety and the quality of their products, how they decide 

about whether and when to enter a market, and how they organize themselves internally. Some of my more recent 

projects also study the economics of small businesses. 

Firms’ Product Choice 

My first research agenda is to understand firms’ product choice and how such a decision is influenced by the level 

of competition in a market. In “Ownership Consolidation and Product Characteristics: A Study of the US Daily 

Newspaper Market” (American Economic Review, 2013), I quantify the effect of ownership consolidation on 

product characteristics and prices in the US daily newspaper market. This paper goes beyond the traditional merger 

literature by jointly examining merger effects on product characteristics and prices. While my newspaper project 

focuses on product characteristics for a fixed number of products, my new working paper “Competition, Product 

Proliferation and Welfare: A Study of the US Smartphone Market” (working paper, 2016, joint with Chenyu 

Yang) advances my research agenda on firms’ product choice by studying, in addition, the choice of the number of 

products offered. Despite the difference in focus and the very different industries studied (the mature newspaper 

industry and the more vibrant smartphone industry), the two papers make similar and potentially generalizable policy 

recommendations: merger policy may have to be tougher when we take into account firms’ post-merger adjustments 

in product offerings, whether such adjustments are only about the characteristics of a fixed set of products or also 

involve changes in the number of products. 

Firms’ Entry Decisions 

Another important firm decision is whether and when to enter a market and how to organize the firm internally. 

My paper “Competition and Subsidies in the Deregulated US Local Telephone Industry” (RAND Journal of 
Economics, 2015, joint with Mo Xiao) studies firm entry in the deregulated US local telephone industry after the 

1996 Telecommunications Act. This paper expands the standard models in the literature by recognizing that waiting 

to enter has value. While my telecommunications paper focuses on firms’ entry into a market, in another paper, my co-

authors and I study firms’ entry into a specific organizational form, namely, franchising. Specifically, in “Financial 

Constraints and Moral Hazard: The Case of Franchising” (accepted for publication at Journal of Political 
Economy, 2016, joint with Kai-Uwe Kühn and Francine Lafontaine), we study chains’ initial decision to enter 

into franchising and subsequent decisions on whether to open a specific new outlet as a franchisee-owned or 

company-owned outlet, and how potential franchisees’ financial constraints affect such decisions. 

The Economics of Small Businesses 

A new research focus of mine is the economics of small businesses. It emerged while I was working on the 

franchising project, which, in the empirical implementation, focuses mainly on small businesses. Different from large 

businesses, they are likely to be more vulnerable to asymmetric information problems. While my franchising paper 

studies the issue of moral hazard, my paper “Reputation Premium and Reputation Management: Evidence from 

the Largest e-Commerce Platform in China” (International Journal of Industrial Organization, 2016, joint 

with Jiandong Ju and Mo Xiao) studies reputation, specifically, how reputation affects the behavior and business 

performance of online sellers. This paper empirically documents in an important market how dynamic considerations 

enter into the decisions of economic agents, and consequently provides empirical support for a large theoretical 

literature on reputation.  

Summary 

My research starts with product choice, progresses to firm entry, and then to organizational form decisions and 

the economics of small businesses. These are all exciting and important areas of research that, in three on-going 

projects, I combine.  

My contributions include highlighting the importance of considering firms’ product adjustments in merger 

analyses, providing empirical support for economic theory such as the dynamic effect of reputation and its 

management, pointing out the quantitative significance of potentially important omissions in the current literature (e.g., 

the option value of waiting in entry models), and offering new insights on how financial constraints affect small 

business growth. 


