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The Research Problem → Paper’s Solution

Problem: We lack evidence on PE supply chain effects
$4 trillion global PE AUM (2023)
Effects on target firms well-documented
Missing: Supply chain spillover evidence

Solution: Belgian Production Network Data (2002-2022)
231,772 firms + 294 PE buyouts
Key Advantage: Covers private firms (90% of PE deals globally)
Complete firm-to-firm transaction network + balance sheets
Sample: 2,457 suppliers with >5% sales share to PE customers

This paper solves a fundamental identification problem

Complements Brown, Fee & Thomas (2009, Journal of Corporate Finance) on LBOs
and suppliers.
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Theoretical Ambiguity → Empirical Resolution

Positive Mechanism:
Demand spillovers
Knowledge transfer
Certification effects

Evidence:
+6% sales growth
+4% employment

Negative Mechanism:
Bargaining power
Cost-cutting pressure
Supplier switching

Evidence:
-8% markup reduction
Only in downturns

Time-varying effects show both mechanisms operate conditionally

Tension with Bernstein, Lerner & Mezzanotti (2019, Review of Financial Studies) who
find PE targets are more resilient in crises.
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Identification Strategy → Robust Evidence

Method: Difference-in-Differences with Granular Matching
Controls: Size, leverage, profitability, 4-digit NACE industry
Sample: 2,457 suppliers matched with 5 controls each
Cohort fixed effects + year-by-cohort fixed effects

Validation: Triple Evidence for Causal Identification
1 Parallel trends: No pre-trends in event study (4 years pre-treatment)
2 Falsification tests:

Canceled PE deals → No effects
Relationships ending pre-buyout → No effects

3 Alternative channels: No R&D increase, no trade credit changes

Robust causal inference in production network setting

Builds on production network methods in Barrot & Sauvagnat (2016, Quarterly Journal
of Economics).
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Mechanism Evidence → Causal Chain

Demand Channel: Customer-Supplier Level Evidence
18% increase in purchases from PE-backed customers (vs. matched
non-PE customers)
Supplier-by-year FE + customer-by-supplier FE
Isolates demand effects from supply-side changes

Heterogeneity Analysis: Confirms Growth Mechanism
Target characteristics: Stronger for low-leverage targets (growth
potential)
Relationship importance: Larger for critical suppliers (long
relationships, high dependence)

Exclusion: Rules Out Alternative Channels
No R&D increase at suppliers → Not knowledge spillovers
No change in accounts payable/receivable → Not trade credit

The mechanism evidence is convincing - clear causal chain

Differs from MNC/superstar spillovers via knowledge transfer (Alfaro-Urena et al. 2022;
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Mathematical Refinements (Implementable)
Current Approach: Basic DiD with Cohort Fixed Effects

Firm-by-cohort FE + year-by-cohort FE

Improvement 1: Sharper Identification

Add supplier-customer pair fixed effects (Table 8 style)

Why implementable: Paper already uses this specification

Exploits within-relationship variation across PE/non-PE customers

Improvement 2: Flexible Time-Varying Effects

Allow treatment effects to vary by industry-year

Why implementable: 4-digit NACE codes already used for matching

Addresses heterogeneous business cycle exposure

Improvement 3: Continuous Financial Constraints

Replace binary downturn with continuous measures

Why implementable: Used in Tables 12 & 14 (Z-score, interest coverage)
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Mechanism Deep-Dive (Data Available)
Current: Binary Normal/Downturn Classification

OECD recession indicators for Belgium

Improvement: Continuous Financial Constraint Measures

Interest coverage: EBIT/Interest expense (Table 12)

Altman Z-score: Bankruptcy risk measure (Table 14)

Why implementable: Already computed in robustness checks

Allows for heterogeneous treatment effects by distress severity

Current: Static Relationship Measures

Relationship duration at time of buyout

Improvement: Dynamic Relationship Evolution

Track changes in sales share over time

Why implementable: B2B data provides annual relationship-level sales

Analyze relationship strengthening/weakening patterns

Belgian data already supports these refinements
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Network Analysis Extensions (Belgian Data)
Current: Direct Supplier Effects Only

First-degree network (PE target → Supplier)

Improvement 1: Second-Degree Network Effects

Suppliers of suppliers: How do PE effects propagate upstream?

Why implementable: B2B data enables network traversal

Question: Do suppliers’ suppliers benefit from PE-backed growth?

Current: Single Relationship Analysis

Focus on one PE-backed customer per supplier

Improvement 2: Portfolio Approach

Multiple PE relationships: Supplier has 2+ PE-backed customers?

Why implementable: Network data identifies all customer relationships

Create exposure measure = sum of sales shares to PE-backed customers

Question: Do effects scale linearly or show diminishing returns?

Belgian production network enables higher-order analysis
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Cross-Sectional Heterogeneity (Rich Belgian
Context)
Current: Average Treatment Effects

Pooled estimates across all regions and sectors

Improvement 1: Regional Variation

Flemish vs. Walloon: Different institutional contexts

Why implementable: Zip code data available, can map to regions

Question: Do PE effects vary by regional institutions?

Current: Industry Pooling

Controls for 4-digit NACE industry

Improvement 2: Sector-Specific Analysis

Manufacturing vs. Services: Different input structures

Capital intensity: Varying switching costs

35% of deals in manufacturing, 15% in IT/communication

Belgian diversity enables institutional heterogeneity analysis
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Policy-Relevant Extensions (Immediate
Applications)
Current: Academic Focus

General insights on PE spillovers

Improvement 1: Crisis Preparedness Indicators
Supplier vulnerability scoring: Leverage + PE customer exposure
Early warning system: Flag high-risk supplier relationships
Application: Belgian National Bank monitoring

Current: Average Effects Reported
Mean effects across all suppliers

Improvement 2: Vulnerability Classification
High risk: High PE exposure + low switching costs + high leverage
Moderate risk: Single PE relationship + critical input provider
Low risk: Multiple customers + low PE dependency

Immediate policy applications: Supply chain resilience monitoring

Thank you for your attention! Questions and Discussion
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