The Effect of Intermediate Price Discrimination
on Retail Prices:

Theory and Evidence from France*

Marie-Laure Allain'  Claire Chambolle*  Stéphane Turolla®

September 13, 2018
Very Preliminary and incomplete
Abstract
In a secret contracting environment, economic theory shows that banning whole-
sale price discrimination may, by solving opportunism, increase prices and lower
welfare. We build an original model to analyze how such a ban affects the final
prices of national brands (products sold to several retailers, possibly with discrim-
inatory tariffs) and of private labels (products dedicated to one retailer). We show
that a ban would raise the final prices of national brand products (direct effect),
and impact the prices of private labels to a lower extent (indirect effect). A re-
form authorizing wholesale price discrimination took place in France in 2008 and
our paper uses this natural experiment to test our result. Using a consumer panel
dataset of food prices in France over the period 2006-2010, we run a difference-in-
differences analysis and show that on average the reform has led to a decrease in

prices of national brands by 3.36% compared to private labels.

Keywords: Intermediate Price Discrimination, Ex-Post Evaluation, Retail Sector.

JEL Classification: K21, L13, L42, L66, L81.

*We thank Rachel Griffith, Marc Ivaldi, Lars Sorgard and Kurt Brekke as well as participants to
the BECCLE 2017 Conference (Bergen) and EARIE 2018 Conference (Athens) for helpful comments.
Allain gratefully acknowledges support from Labex Ecodec Investissements d’Avenir (ANR-11-IDEX-
0003 /Labex Ecodec/ ANR-11-LABX-0047).

t Authors’affiliations: CREST, CNRS, Ecole polytechnique, Université Paris-Saclay (5, avenue Henry
Le Chatelier - 91764 Palaiseau, France). e-mail: marie-laure.allain@polytechnique.edu.

HINRA, (UR1303 ALISS, 94205 Ivry-sur-Seine, France) and CREST. e-mail: claire.chambolle@inra.fr.

SINRA, (UMR 1302 SMART, 4 Allée Adolphe Bobierre, 35000 Rennes, France). e-mail:
stephane.turolla®@inra.fr.



