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This paper

• Q: How does participation in/ position of GVC affect slope of Phillips Curve?

• Main contribution: An empirical assessment of effect of GVCs on PC

• A: Participation flattens slope of PC, no effect for position

• This is a nice paper!

• Data: EMU11, 2002-2022

• Discussion will mainly comment on the three empirical specifications
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Comment 1: Choice of Instruments
πCore

i,t = αi + κûi,t + γ1E(πi,t+4) + X ′
i,t γ2

+ ∑
j={part .,pos.}

{
κj ûi,tGVC j

i,t−4 + δjGVC j
i,t−4

}
+ κGRûi,t × AfterGR + δGRAfterGR + ϵi,t (1)

• Instrument country unemployment gap w/ (lagged) Euro-area MP shock (no time FE)

• Instrument country Inflation Exp. w/ avg lagged Inflation expectations across EMU11

Comments:
1. Weak instruments? - Show full first stage

2. Why not instrument with lagged country-level inflation expectations?

3. Shift-share instrument?
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+ κGRûi,t × AfterGR + δGRAfterGR + ϵi,t (1)

• Instrument country unemployment gap w/ (lagged) Euro-area MP shock (no time FE)

• Instrument country Inflation Exp. w/ avg lagged Inflation expectations across EMU11

Comments:
1. Weak instruments? - Show full first stage

2. Why not instrument with lagged country-level inflation expectations?

3. Shift-share instrument?

2 / 7



Comment 1: Choice of Instruments
πCore
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κj ûi,tGVC j

i,t−4 + δjGVC j
i,t−4

}
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κj ûi,tGVC j

i,t−4 + δjGVC j
i,t−4

}
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+ κGRûi,t × AfterGR + δGRAfterGR + ϵi,t (1)

• Instrument country unemployment gap w/ (lagged) Euro-area MP shock (no time FE)

• Instrument country Inflation Exp. w/ avg lagged Inflation expectations across EMU11

Comments:
1. Weak instruments? - Show full first stage

2. Why not instrument with lagged country-level inflation expectations?

3. Shift-share instrument?
2 / 7



Comment 2: Handling of Long-run Inflation Expectations
πNT

i,t = αi + ξt + κûi,t + γ1p̄NT
i,t + X ′

i,t γ2

+ ∑
j={part .,pos.}

{
κj ûi,tGVC j

i,t−4 + δjGVC j
i,t−4

}
+ κGRûi,t × AfterGR + δGRAfterGR + ϵi,t (2)

• Specification follows Hazell-Herreño-Nakamura-Steinsson (2022) + GVC interactions

• ûi,t , p̄NT
i,t now 4-qtr discounted sum of unemp & NT price, instrument using 4-qtr lag

Comments:
1. Time-FE at area level ⇒ Anything that shifts country-level LR inflation expectations

are potential confounders

2. Robustness wrt length of discounted future unemp? (HHNS use 20)

3 / 7



Comment 2: Handling of Long-run Inflation Expectations
πNT

i,t = αi + ξt + κûi,t + γ1p̄NT
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κj ûi,tGVC j

i,t−4 + δjGVC j
i,t−4

}
+ κGRûi,t × AfterGR + δGRAfterGR + ϵi,t (2)

• Specification follows Hazell-Herreño-Nakamura-Steinsson (2022) + GVC interactions
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i,t + X ′

i,t γ2

+ ∑
j={part .,pos.}

{
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Comment 3: Is COVID an exogenous shock to GVCs?
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{
κj ∆GVC j

i Covid × AfterCovid × ûi,t

}
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• Many potential confounders that affect both GVC participation and inflation

• Lockdown policy

• Fiscal transfers (to firms and households)

• Short-time work/ furlough
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Suggestion: Which mechanisms are (most) important?
• Paper is titled, ‘...: A Challenge for Monetary Policy’

• But little discussion of challenges for Monetary Policy in paper

• Can you quantify which mechanisms are more important than others?

• Ruled out some based on GVC position results
• Imperfect ERPT vs. Strategic Complementarities vs. Market power

• All have very different implications for Monetary Policy!

• Would tie up results on participation & position nicely

• Aquilante-Dogan-Firat-Soenarjo (2024): Source of GVC integration matters for
inflation dynamics!
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Conclusion

• Nice paper!

• Focus on identification and robustness of empirical specification

• Which mechanisms are most important?
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Thank you!
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