

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Competition with Exclusive Contracts and Market-Share Discounts

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			48 Pages
		
		

		Posted: 14 Dec 2009
		
			Last revised: 18 Dec 2009
		
		
	

	
		
			
			




	See all articles by Vincenzo DenicolòVincenzo Denicolò
University of Bologna
Giacomo Calzolari
European University Institute - Economics Department (ECO); Centre for Economic Policy Research (CEPR); University of Bologna


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Competition with Exclusive Contracts and Market-Share Discounts

								
							
							
							
								
									Number of pages: 48
								
								
									Posted: 14 Dec 2009
								
								
									Last Revised: 18 Dec 2009
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  171
							
						

					

					
					

					
						
							
						

						
							
								
									Competition with Exclusive Contracts and Market-Share Discounts
									

								
							
							
							
								CEPR Discussion Paper No. DP7613
							

							
							
								
									Number of pages: 50
								
								
									Posted: 11 Jan 2010
								
								
							

							
						

						
							
							Downloads
							   11
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: December 11, 2009

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We study the effects of exclusive contracts and market-share discounts (i.e., discounts conditioned on the share a firm receives of the customer's total purchases) in an adverse selection model where firms supply differentiated products and compete in non-linear prices. We show that exclusive contracts intensify the competition among the firms, increasing consumer surplus, improving efficiency, and reducing profits. Firms would gain if these contracts were prohibited, but are caught in a prisoner's dilemma if they are permitted. In this latter case, allowing firms to offer also market-share discounts unambiguously weakens competition, reducing efficiency and harming consumers. However, starting from a situation where exclusive contracts are prohibited, the effect of market-share discounts (which include exclusive contracts as a limiting case) is ambiguous. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: exclusionary contracts, market share discounts, price competition, common agency

	
	

	
    

    
	

	
	
		JEL Classification: D42, L42, D82

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Denicolo,  Vincenzo and Calzolari,  Giacomo, Competition with Exclusive Contracts and Market-Share Discounts (December 11, 2009).  Available at SSRN: https://ssrn.com/abstract=1522195 or http://dx.doi.org/10.2139/ssrn.1522195 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Vincenzo Denicolo

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Bologna  ( email )

			

			
			
				
				
				
					Strada Maggiore 45
Bologna, 40125
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Giacomo Calzolari (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				European University Institute - Economics Department (ECO)  ( email )

			

			
			
				
				
				
					Villa la Fonte
Via delle fontanelle 18
San Domenico di Fiesole, Florence 50014
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Centre for Economic Policy Research (CEPR)  ( email )

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Bologna  ( email )

			

			
			
				
				
				
					Piazza Scaravilli 2
I-40126 Bologna
Italy

				

				
			

			
				
				
					HOME PAGE: http://sites.google.com/view/giacomo-calzolari
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      171

			

		
		
		
			Abstract Views

			    1,335

		

		
		 
		
			Rank

			  300,540

		

		
	


	

	
		
			
				       30 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Microeconomics: Asymmetric & Private Information eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Asymmetric & Private Information eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              848

                                    

                                    
                                        PAPERS

                                            9,544

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Production, Market Structure & Pricing eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Production, Market Structure & Pricing eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              756

                                    

                                    
                                        PAPERS

                                           15,874

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Market-Share Contracts with Asymmetric Information

                        
                            By
                                
                                
                                    
                                    Adrian N. Majumdar
                                     and 
                                
                                    
                                    Greg Shaffer
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Competition with Exclusive Contracts and Market-Share Discounts

                        
                            By
                                
                                
                                    
                                    Giacomo Calzolari
                                     and 
                                
                                    
                                    Vincenzo Denicolò
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Public Contracting in Delegated Agency Games

                        
                            By
                                
                                
                                    
                                    David Martimort
                                     and 
                                
                                    
                                    Lars Stole
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            All-Unit Discounts and the Problem of Surplus Division

                            
                                By
                                    
                                    
                                        
                                        Eberhard Feess
                                         and 
                                    
                                        
                                        Ansgar Wohlschlegel
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Insurer Competition in Health Care Markets

                            
                                By
                                    
                                    
                                        
                                        Kate Ho
                                         and 
                                    
                                        
                                        Robin S. Lee
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            When Two-Part Tariffs are Not Enough: Mixing with Nonlinear Pricing

                            
                                By
                                    
                                    
                                        
                                        Steffen Hoernig
                                         and 
                                    
                                        
                                        Tommaso M. Valletti
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Coordinating Static and Dynamic Supply Chains with Advertising through Two-Part Tariffs

                            
                                By
                                    
                                    
                                        
                                        Luca Lambertini
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Exclusive Contracts and Market Dominance

                            
                                By
                                    
                                    
                                        
                                        Giacomo Calzolari
                                         and 
                                    
                                        
                                        Vincenzo Denicolò
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.118 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
