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1. HREAK

The purpose of the Robinson-Patman Act in the US is to prohibit manufacturers from engaging in
anti-competitive input price discrimination. However, Luchs et al. (2010) empirically showed that
the antitrust legislation of the Robinson-Patman Act has been controversial and is not strictly
enforced nowadays. Thus, manufacturers can now easily choose discriminatory pricing. However,
in practice, in variety goods, groceries, public goods, professional services, components, health
supplies, equipment, motor vehicles, and so on, some firms still choose uniform pricing.

Our analysis provides a different perspective from the previous literature on input price
discrimination: the desirability of the self-regulatory uniform pricing for upstream suppliers,
consumers, and society. To analyze this, we introduce two monopolistic suppliers who produce a
perfect complementary input into the model of Li and Shuai (2022) and Hu et al.(2022). In
automobile and airplane industry, for instance, most products are combined with various inputs.

Today, in the above industry, horizontally competitive firms often have a small share of their rivals.
When such downstream horizontal shareholding exists, the holders will produce the final good less
aggressively in order to increase its rival's profits. As a result, horizontal shareholding alleviates
downstream competition and consumer warfare decreases. Thus, antitrust authorities are also

concerned about the undesirable effect of horizontal shareholding.

2. i Tik

We consider a one-shot game-theoretic model that consists of a vertically related market with two
monopolistic suppliers of each perfect complementary input and two downstream firms under the
asymmetry of downstream efficiency and ownership structure. We assume that the downstream
holder (firm 2) owns 100 r % of the non-controlling share of its downstream rival (firm 1).

The setting of stage is as follows. At stage 1, upstream firms choose the pricing strategy:
discriminatory pricing or uniform pricing. At stage 2, the upstream firms choose their input prices.
At stage 3, the downstream firms choose their output to maximize their own total value. We solve
this game using backward induction.

We proceed this analysis in the following way. First, we analyze the strategic relationship between

monopolistic upstream suppliers whose strategies are discriminatory pricing and uniform pricing.



Second, we derive the ranking of consumer surplus and social welfare. Finally, we discuss the

anticompetitive effect of the self-regulatory uniform pricing.

3. fHk

We find that when horizontal shareholding exists, the self-regulatory uniform pricing may become
a commitment that makes the input price higher. When one of the downstream firms has its rival’s
shares, the downstream holder will produce less aggressively. Anticipating this, upstream suppliers
set a lower input price for the holder and a higher input price for the holder's rival. When the
upstream firm raises the input price to the holder’s rival, both downstream firms reduce their profits
through the horizontal shares. Thus, the holder produces even less aggressively. We call this a
two-step reduction in output by the holder. Due to the two-step reduction in output, the upstream
firm sets the input price for the holder even lower, and thus uniform price commitment becomes a
higher price commitment. Note that the flattening of the efficiency asymmetry leads to a one-step
reduction in output by the efficient firm. We can confirm that in the absence of horizontal
shareholding, the self-regulatory uniform pricing is not a higher price commitment.

Our main result is that although the self-regulatory uniform pricing sacrifices pricing flexibility,
one or both suppliers may choose it in equilibrium, depending on the downstream firms' efficiency.
The effect of higher price commitment increases with the inefficiency of the downstream holder.
Thus, when this effect is weak, both upstream firms will choose the self-regulatory uniform pricing.
When this effect is moderate, one of the upstream firms will choose the self-regulatory uniform
pricing, and the other firm cannot increase its profit by this pricing. When this effect is high, none
of the upstream firms will choose the self-regulatory uniform pricing.

Interestingly, we find that this self-regulatory uniform pricing always undermines consumer
surplus. Since the higher price commitment raises the price of the final good, the consumer always
prefers the both discriminatory pricing equilibrium to the other equilibria.

Furthermore, we also find that the equilibria with self-regulatory uniform pricing never become
the first-best outcome for society. This analysis first demonstrates the anticompetitive effect of the

voluntary compliance with a ban on price discrimination such as the Robinson-Patman Act.
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