
Price Discrimination

Introduction

Two major pieces of federal legislation deal with two aspects of price
discrimination:

1. Clayton Act (1914)
2. Robinson-Patman Act (1936).

Clayton Act

Statutory Background

The Clayton Act was enacted in 1914 and amended the Sherman Antitrust Act
which was earlier enacted in 1890. The Clayton Act was then amended in 1936
by the Robinson-Patman Act and codified at 15 USC §13. The essence of the
law is three-pronged:

1. There shall be no discrimination in price or services among individuals,
businesses or trusts. .

2. Where restraint of trade is a goal or a result...
3. Unless such price/services differential has an economic justification...
4. With good faith defense being acceptable.

Some eighty years of litigation have to a great extent clarified the meaning of the
law's wording. In the section which follows, such case law is briefly summarized
for the reader's edification. Because of the volume of the court decisions (well in
the hundreds), legal citations are not provided.

Purpose

The present purpose of the Act was to declare four acts illegal where such acts
relate to commodities:

1. Discrimination
The price must be the same when price-sensitive products are sold to
similarly-situated buyers.

2. Tving and Exclusive Dealing Agreements
It is illegal to condition the sale of a product on the buyer agreeing to not
deal with the seller's competitors..

3. Corporate Mergers, Acquisitions or Consolidations
The effect of such activities must not be anti-competitive.

4. Interlocking Directorates
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