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Three Basic Structures
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• For given intermediary fees, a parity clause increases the pass-through rate 

by retailers as they know that a higher fee would also be imposed on the 

other retailer.

• Hence a given increase in access fee decreases sales more than without the 

clause…and M chooses lower access fees.

• So, without intermediaries, and hence in a PURE WHOLESALE MODEL, 

parity clauses are good for consumer welfare.

Mechanism, part 1: Retailers



• Traditional parity effect. With a parity clause a higher fee for intermediate A 

does not lead to as high an increase in its retailer’s access fee, and hence 

does not lead to as high a decrease in demand. This leads to higher 

intermediation fees.

• However, the presence of an own channel with unconstrained pricing also 

means that M can react by shifting demand to its own channel (both by 

lowering its price and by increasing access fees)

Mechanism, Part 2: Intermediaries



• Two departures from previous “Hotel” analysis:

• Final price on distribution channel NOT chosen by M

• Three levels instead of two

• Also an hybrid allocation of bargaining power: TIOLI by intermediary to M and 

TIOLI from M to retailers.

• Seems that allocation of price-setting downstream is the key.

• Would also like to see a two layer model with price setting downstream and 

Retailers making TIOLI offers (or bargaining) to M, i.e. test effect of changing 

bargaining power on the “Pure wholesale” case.

What Truly Matters?



• Broad MFNs out of block exemption

• Narrow MFN still block exempted….for now

• Rationale: likelihood of free riding.

• Should we make a distinction between wholesale MFN and “hotel” MFN. In a 

two-tiered structure, the answer seems to be yes.
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