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Retailer Heterogeneity and
Resale Price Maintenance

Hao WaANG
( Peking University)

Abstract This paper studies the welfare implications of resale price maintenance (RPM)
when retailers are heterogeneous. We consider a market where a manufacturer sells its product to
consumers in two regions through competitive retailers. The retailers’ marginal dealing costs are i-
dentical within each region but are different between the two regions. With RPM the manufactur-
er can directly choose the optimal retail price and allow the retailers to extract more revenue from
the consumers. RPM encourages high-cost retailers to provide more sales, which raises the total
dealing costs. Reduced intra-brand competition hurts both the consumers and the society.
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