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Abstract: 
 
In a randomized control trial of customer-supplier firm pairs in New Zealand, we treat 
with information one firm in a pair and analyze the treatment’s eƯects on the 
expectations and actions of both the directly treated firms (direct eƯect) and connected 
firms that did not directly receive information (spillover eƯect). The direct and spillover 
eƯects on expectations and actions are significant and of comparable magnitude. Higher 
expected future real GDP growth increases prices and employment, while greater 
uncertainty about it reduces prices, investment, and employment. We show that 
spillover eƯects on the connected firms’ expectations are driven by inter-firm 
communication, as opposed to observable actions. This matters as we find 
communication to be symmetric upstream vs downstream, while propagation via actions 
is asymmetric. We embed inter-firm communication along the supply chain in a New 
Keynesian pricing problem and discuss implications for the transmission of aggregate 
uncertainty to prices and inflation. 
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space as a network. His work covers topics in International Trade, Economic 
Geography, and Macroeconomics. 
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