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Abstract

We exploit a regulation that required Israeli supermarkets to post online the prices of all items in
their brick-and-mortar stores to test theories of informative advertising and consumer search.
Using data collected before and after the transparency regulation went into effect, multiple
complementary control groups and a differences-in-differences research design, we show that
prices have declined by 4% to 5% after the regulation, primarily in premium chains. Price
dispersion has also dropped as chains adopted a uniform pricing strategy, setting similar prices
across stores affiliated with the same chain. To test the mechanisms driving these effects, we
show that after the regulation hard-discount supermarket chains heavily used informative-price
advertising campaigns, referencing to price surveys conducted by the media. These media-based
ads were used more extensively when prices were lower. In contrast, price comparison platforms
that became available after the regulation failed to gain traction. Our findings lend strong support
to Robert and Stahl (1993), highlighting the pro-competitive role of advertising and the important
role of the media.
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1 Introduction

Economists, at least since Stigler (1961) seminal paper “The Economics of Information”, have been
studying the role of information in explaining imperfectly competitive market behaviors. Stigler
discusses consumer search and firm advertising as two channels through which consumers obtain
information, and large literatures have subsequently emerged on both channels.! In recent years,
numerous studies exploited the rise of e-commerce to empirically explore the role of information
in markets, and more specifically to what extent the reduction in search costs associated with the
Internet explains the empirical patterns.? Somewhat surprisingly, this ongoing extensive research
effort ignored the second channel highlighted by Stigler — that firms themselves could take advan-
tage of the readily available information, and through advertising provide it to consumers. In fact,
recent papers emphasized ways that firms can manipulate online information, in order to increase
consumer search costs.® In this paper, we begin addressing this gap in the literature by studying
the role of informative advertising in the context of an online price transparency regulation that
was implemented in the Israeli retail food market. We take advantage of this regulation to eval-
uate its effects on prices set in traditional retail stores, and examine how these effects depend on
initial market structures, types of stores and products. Importantly, we also examine the roles of
advertising and consumer search in driving these changes, providing striking support to predic-
tions derived from Robert and Stahl (1993), thereby demonstrating the pro-competitive effect of
advertising.

The public sector has been quite slow to adapt to technological changes and only recently
regulators have begun to embrace measures that take advantage of the Internet as a means to dis-
close and disseminate information. Such regulatory initiatives include laws mandating that public
entities must publish information online about their practices,* in addition to price transparency
regulations that require firms to disclose real-time prices. For instance, gasoline prices in Germany,
Italy, Australia, South Korea and Chile are now available online. In the US, attempts to curb health
costs have led to regulation, effective in January 2019, that requires hospitals to disclose online
charges for standard procedures.” In Argentina, Uruguay and Mexico, governments require food

retailers to post online the prices of many of the products that they sell.® In Israel, which is the

IEarly contributions in the search and advertising literatures include: Diamond (1971), Salop and Stiglitz (1977),
Stahl (1989); Nelson (1970), Butters (1977), Robert and Stahl (1993), respectively. See also the surveys on search:
Baye et al. (2006), Anderson and Renault (2016), and on advertising: Bagwell (2007) and Renault (2015).

2In general, these studies have not found - as predicted by traditional models of search - that prices and price
dispersion in online markets are low compared to traditional markets (e.g., Brynjolfsson and Smith (2000), Baye
and Morgan (2004), Jolivet et al. (2014), Einav et al. (2015). Consequently, new search models have been developed
(see Baye et al. (2006), Anderson and Renault (2016) for more details).

3For instance, Ellison and Ellison (2009), Ellison and Wolitzky (2012), Spiegler (2011).

4These regulations often aim to increase accountability and curtail spending. For instance, the DATA Act requires
the U.S. federal government to transform its spending into open data (www.datacoalition.org/issues/data-act).

Syww.cms. gov/newsroom/press-releases/cms-finalizes-changes-empower-patients-and-reduce-administrative-burden

6In 2015, the Argentinian government forced retailers to submit daily prices for a basket of goods to be posted
on a website that allows consumers to compare prices (see https://www.preciosclaros.gob.ar).
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focus of this study, since May 2015 supermarket chains are required to post online the prices of
all the items that they sell in their brick-and-mortar stores. Given that sales in brick-and-mortar
markets still account for the vast majority of retail sales,” one can expect that the adoption of
online price transparency regulations will further expand, making the study of the effects of such
regulations of interest to consumers, firms, and policy-makers alike.

Any attempt to reliably identify the impact of transparency on prices must overcome several
challenges. First, it is necessary to obtain price data corresponding to the period before the change
in transparency, a period for which such data might not be readily available. A second challenge
is to control for additional factors, aside from transparency, that might affect pricing decisions
(e.g., local competition, costs, seasonality). Because these factors may change over time, it is
inherently difficult to attribute changes in prices to a change in transparency over a given time
period. Our research design enables us to address these concerns. To address the first challenge,
we exploited the fact that the transparency regulation went into effect more than a year after it
passed in the parliament, and hired a survey firm to collect prices in physical stores over the course
of that year. The price data were collected at several points in time and covered multiple items
sold in multiple stores and chains throughout Israel. For the period after the regulation went into
effect (the post-transparency period), we collected data from one of the price comparison platforms
that began to operate after the transparency regulation became effective. To address the second,
and perhaps more concerning challenge, we rely on several distinct complementary control groups
which enable us to identify the effects of the transparency regulation. That is, the identification
comes from comparing changes in prices of “treatment” items collected by the survey firm in the
pre-transparency period and whose prices became transparent only after the regulation, against
price changes in four distinct control groups, as follows.

The first control group consists of the same products included in the treatment group, but sold
in the online channels of the supermarket chains whose products are used in the analysis. These
items constitute a useful control group because their prices were transparent both before and after
the transparency regulation became effective. The second control group consists of products that
are sold in traditional stores and do not overlap with the products in our treatment group and
whose prices are periodically collected by the Israeli Consumer Council (ICC). The prices of these
products are often cited in the media and mentioned in chains’ ad campaigns as a reliable source
of price data. Thus, effectively, the ICC products constitute a set of items whose prices were

transparent before and after the transparency regulation went into effect. The third and fourth

7According to the US Census Bureau, sales from e-commerce for U.S. retailers were $ 389.1 billion in 2016 -
up 14.4 percent from $340.2 billion in 2015 - overall accounting for 8% of total retail sales. https://www.census.
gov/content/dam/Census/library/publications/2018/econ/el16-estats.pdf In the UK, e-commerce turnover in
2017 was 15.6 billion Eur - 13.65% increase from 2016 - overall accounting for 16.4% of total retail sales. See,
https://ecommercenews.eu/ecommerce-in-uk-grew-to-el15-6-billion-in-2017/
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https://www.census.gov/content/dam/Census/library/publications/2018/econ/e16-estats.pdf
https://ecommercenews.eu/ecommerce-in-uk-grew-to-e15-6-billion-in-2017/

control groups consist of products that overlap with the items in the treatment group, but are
sold in stores that were exempt from the transparency regulation: drugstores and mom-and-pop
grocery stores, respectively. Although each of the control groups might be subject to critique,
they complement one another, such that when taken together, they enable us to rule out many
alternative explanations for any effects observed. Notably, our analyses yield consistent results
across the four control groups, giving us confidence that the results indeed reflect the impact of
transparency on prices.

Our first set of results concerns the impact of transparency on price dispersion. We show
that prices within chains were diverse before the regulation, and that shortly after prices became
transparent price dispersion dropped. In particular, we show that the drop in price dispersion
was driven by supermarket chains’ decision to adopt a uniform pricing strategy, setting identical
prices across the stores affiliated with a single chain. Figure 1 presents a time series of the average
number of distinct prices per item in the treatment group and for the first and second control
groups, i.e., items that were sold through chains’ online channels, and items in the ICC basket.
According to the figure, before prices in the treatment group became transparent, the average
number of distinct prices in each of the two control groups was smaller than the number of distinct
prices in the treatment group. Quickly after the regulation went into effect, the differences between
the treatment and the control groups diminished. As we elaborate in Section 4.2 we claim that
the decision to adopt uniform pricing was driven by fairness concerns, that were exacerbated once
consumers could easily observe the prices of similar items sold at different stores of the same chain.

Next, we examine the impact of transparency on price levels. Our results indicate that, after
the regulation took effect, prices of items in the treatment group decreased 4 to 5 percent more than
did the prices of items in the various control groups. We also find that prices primarily decreased
among chains that are considered more expensive, and that prices declined less in supermarkets
that faced fiercer local competition.

The empirical findings regarding price levels and price dispersion suggest that the availability of
information facilitated by the transparency regulation was driving these changes. To uncover the
particular mechanisms through which information reached the market, we test predictions based
on Robert and Stahl (1993), the first model which incorporated optimal search and informative
advertising in one framework. Using detailed data on chains’ ad expenditures and the specific
content of each ad, we show that after prices became transparent hard-discount chains have al-
located more resources to ad campaigns that emphasized their low prices. Specifically, their ads
referred to price surveys, which were conducted by the media, as a credible information source
for their low prices. Such price surveys were easier and cheaper to carry out when prices were

transparent. Thus, we highlight the important role of the media, as an intermediary that provides



extensive and reliable information about food prices. We further show, consistent with Robert
and Stahl (1993), that the use of these media-based ad campaigns increased in periods in which
food prices were lower, and that consumer usage of the price-comparison website is limited. Thus,
our findings imply that advertising was a key factor for the more competitive environment in the
post-transparency period.®

Our paper offers four main contributions to the literature. First, to the best of our knowledge,
we are the first that empirically examine the roles of both firm advertising and consumer search
as information channels. Many studies on the effects of information, and specifically the Internet,
considered only the search channel and typically assumed away selection issues with regard to the
types of retailers and products under investigation. For instance, Brown and Goolsbee (2002) who
study the impact of the Internet and lower search costs on the prices of life-insurance policies.
Probably due to endogeneity concerns, fewer studies examined the impact of advertising on prices.
For instance, Milyo and Waldfoegel (1999) who investigate how removing a ban on advertising
prices of alcohol products affected prices have not considered consumer search. Our findings
strongly underscore the important role of informative advertising as an important channel through
which information is disseminated, and markets become more competitive.

Second, our findings are valuable to the understanding of the effects of transparency regulation,
which policy-makers are considering to adopt. The outcome of such regulations is not obvious given
that transparency may also help firms to monitor their rivals’ prices and facilitate tacit collusion
(e.g., Green and Porter (1984), Rotemberg and Saloner (1986), Campbell et al. (2005)). Unlike
the voluminous literature on voluntary disclosure of information (i.e., using the Internet), very
few studies examine the impact of mandatory price disclosure regulations. Luco (Forthcoming)
is the only paper that we are aware of that uses price data before and after a price transparency
regulation required firms to post prices online. He finds that gasoline prices in Chile have increased
after prices become transparent, and obtains inconclusive evidence regarding price dispersion.® We
study an online transparency regulation in the supermarket industry, an industry that firms are
typically larger than gasoline stations, advertise more, and sell thousands of products. We obtain
very different results and, among other things, consider how pre-existing local market conditions

and price transparency interact.'°

8In separate analyses, we also characterize the impact of transparency across different types of products. To do
so, we use data from the post-transparency period, instead of limiting the analysis to products for which both pre-
and post-transparency data are available. This enables us to use data on a larger number of products (specifically,
355 products), and a much wider set of stores (589 stores). The findings of these analyses suggest that the prices
of more expensive and less popular products decreased to a greater extent compared with those of less expensive
and more popular products. We also find that the prices of branded products decreased more than did the prices
of “similar” private-label products.

9Rossi and Chintagunta (2016) study the impact of mandatory highway signs on gasoline prices in Italy. and
Byrne and Roos (Forthcoming) use price data from a post-transparency period to study how gasoline stations
coordinate their prices. Also related are Albek et al. (1997) who use prices collected after a transparency regulation
to study wholesale prices of ready-mixed concrete in Denmark. Mas (2017) examined the effects of pay transparency
regulations, and Jin and Leslie (2003) examine the impact of mandatory disclosure of quality.

100ur study is also related to studies on the retail industry in general (Basker (2016), Hitsch et al. (2017)) and in



Third, recent research has been exploring the prevalence of uniform pricing and the reasons
why retailers prefer it over price discriminating across locations, as standard theory predicts (e.g.,
DellaVigna and Gentzkow (2017), Cavallo (2018)). Our findings, showing that Israeli food retailers
adopted uniform pricing after prices became transparent strongly suggest that fairness concerns
(e.g., Rotemberg (2011)) are a major factor driving retailers’ decision to adopt uniform pricing.
This finding is interesting also because papers that emphasize fairness (Fehr and Schmidt (1999)
often stress that such motivations are likely to be important in bilateral environments while not in
competitive market settings. Fourth, recent studies in the macroeconomic literature have explored
the potential relationship between online markets and the frequency and magnitude of price changes
in traditional markets (Cavallo (2017), Gorodnichenko et al. (2018), Goolsbee and Klenow (2018),
Cavallo (2018)). One conjecture is that the combination of uniform pricing and the availability of
online prices have contributed to low levels of inflation in recent years in the US. Our findings offer
evidence for a causal link between online price transparency and price levels.

The remainder of the paper is organized as follows. In Section 2 we provide the necessary
background on the Israeli food retail market. In Section 3 we discuss the data that we use,
the empirical methodology and the results. We describe the testable predictions regarding the
advertising mechanism and the relevant results in Section 4. robustness and additional results

from the post-transparency period are presented in Section 5. Section 6 concludes.

2 Institutional Background

The average household expenditure on food items in Israel in 2015 accounts for 16.3% of disposable
income.'! The Israeli retail food market is considered quite concentrated and was ranked 7th among
OECD countries according to the CR3 criterion, and 5th according to the CR2 criterion (OECD
(2013)). Herein we consider five large Israeli supermarket chains. Shufersal, the largest chain in
the country, operated 283 stores at the end of 2014, and Mega, the second largest chain, operated
197 stores at the end of 2014. The other chains we consider operated fewer stores at the end of
2014: Rami Levy, a hard-discount chain, operated 27 large stores; Victory operated 28 stores and
Yeinot Bitan operated 67 stores. We selected these supermarket chains because of their substantial
collective market share, 63% of supermarkets sales in 2011, and because each of these chains also
offers an online grocery service (prices in the online segment are one of the control groups that we
use). Online grocery sales in Israel are growing but still account for only a small share of total food

sales, about 3% in the relevant period. In addition, sales of private label items are growing but

the supermarket industry in Israel and elsewhere (e.g., Hendel et al. (2017), Eizenberg et al. (2017), Matsa (2011),
Pozzi (2013)). Hendel et al. (2017) studied the impact of the Israeli consumers’ boycott of cottage cheese in the
summer of 2011, while Eizenberg et al. (2017) documents large price dispersion in the Israeli retail food market
during 2005 to 2007.

Hhttp://waw.cbs.gov.il/statistical/mb158h.pdf
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still account for a relatively small fraction of total grocery sales in the Israeli food market, about
5% in 2014.'2

Food prices in Israel had been rising fast between 2005 and 2011.!3 The steep rise in prices
was a main driver behind the social protests that took place in Israel in the summer of 2011. It
is often said that, following the social protests, Israeli consumers became more price-conscious
and more likely to search for low-priced items. One measure that likely captures the change in
the competitive food retail landscape before and after the social protests is the gross profits of
the two largest supermarket chains, Shufersal and Mega. In the second quarter of 2011, before
the summer protests, the gross profit percentages of Shufersal and Mega were 26.6 percent and
27.5 percent, respectively. In contrast, in the second quarter of 2014, the two chains’ gross profit
percentages fell to 23 percent and 24.9 percent, respectively. Moreover, during the same time
period, the hard-discount chains were able to increase their market shares. Following the change
in the competitive landscape and other managerial issues, Mega, the second largest chain, faced
increasingly profound financial difficulties. In June 2016, towards the end of our sample (i.e., July
2016), the Israeli antitrust authority allowed Yeinot Bitan, another large chain, to purchase Mega.
A direct consequence of Israel’s 2011 social protests was the formation of a special committee
on food prices (the Kedmi Committee). Following the recommendations of the committee and a
long legislation process, in March 2014 the Israeli parliament passed the “Food Act”. A primary
component of the new legislation was a transparency clause requiring each chain to upload real-time
price information on all products sold in all its stores to a publicly available database.'

During the legislation process of the transparency regulation and soon afterwards, managers
of supermarket chains, politicians, and academics have all raised their concerns regarding the
effectiveness of the new regulation. The head of the economic committee in the Israeli parliament,
MP Professor Avishay Braverman remarked “I am not convinced that transparency will result in

good news. I hope that prices will go down in the process, though I doubt it and hope to be

12The market description relies on various sources, such as financial reports, reports by government agen-
cies and media coverage. For instance, see the Analysis by the Ministry of Finance of prices in the Is-
raeli retail food: https://mof.gov.il/chiefecon/economyandresearch/doclib/skiracalcalit_20180429.pdf and
https://www.storenext.co.il/wp-content/uploads/2016/01/Summary-of-2015-English.pdf.

13 According to the Kedmi Committee report, the cumulative annual growth rate of food prices between was 5%,
compared with 2.1% increase for the period January 2000 to September 2005, and compared with 3.2% in OECD
countries for the same period. See page 8 in http://economy.gov.il/publications/publications/documents/
kedmireport2012.pdf.

14The regulation requires each supermarket chain to upload to a designated website files containing informa-
tion about prices and promotions for each product sold in each store. The files are updated on a daily basis if
no price changes have occurred, and within an hour if a price change has occurred during the day. The Min-
istry of Economy and Industry lists on its website links to the designated website of each of the chains. See,
http://economy.gov.il/Trade/ConsumerProtection/Pages/PriceTransparencyRegulations.aspx. In the Online
Appendix, we added a translation of the transparency regulations, detailing the structure and the updating proto-
cols of each file that the chains need to submit. The Israeli Food Law has two additional components. These
components came into effect in January 2015, several months before the transparency regulation. Given the
different timing of these changes and the control groups that we use, we don’t think that these changes pose
a threat to our identification. Foe some more details on the Food Law see https://www.fas.usda.gov/data/
israel-tel-aviv-tidbits-development-israel-s-agriculture-and-food-sector-2
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http://economy.gov.il/publications/publications/documents/kedmireport2012.pdf
http://economy.gov.il/publications/publications/documents/kedmireport2012.pdf
http://economy.gov.il/Trade/ConsumerProtection/Pages/PriceTransparencyRegulations.aspx
https://www.fas.usda.gov/data/israel-tel-aviv-tidbits-development-israel-s-agriculture-and-food-sector-2
https://www.fas.usda.gov/data/israel-tel-aviv-tidbits-development-israel-s-agriculture-and-food-sector-2

wrong.“1® Eyal Ravid, CEO of Victory argued that online transparency would facilitate collusion.
Likewise, Itzik Aberkohen, the CEO of Shufersal noted that “there is a concern that transparent
prices will be used as a platform to coordinate prices under the law”. Finally, in an op-ed, Prof.
Yossi Spiegel called on the government “to reconsider the mass experiment that consumers are
subjected to.”16

On May 20, 2015, the transparency clause went into effect, and retailers began uploading
price data to dedicated websites. Given that the raw price data uploaded by each chain were not
easy to use, independent websites began making the data more accessible to consumers. During
July and August 2015, websites began providing “beta* versions of price comparison services for
food items sold in brick-and-mortar retail food stores across Israel. Information from personal
communications indicates that food retailers and suppliers also obtained data from these websites.
As of 2016, three websites offered food price comparison services: MySupermarket.co.il, Pricez.
co.il and Zapmarket.co.il. Figures 1 and 2 in the online Appendix present photos taken from
Mysupermarket.co.il. Figure 1 shows a price comparison of a single item and Figure 2 shows
a price comparison of a basket consisting of 42 items. The different websites offer visitors several
features such as the option to follow a fixed grocery list and use the same address when they return
to the website. Against initial hopes, however, these websites have failed to attract considerable

traffic.

3 Data, Empirical Strategy and Results

Identifying causal effects of transparency on prices is a challenging task for several reasons. First,
such an endeavor requires an exogenous shock to the level of transparency. In the absence of such
a shock, it would be difficult to argue that a change in transparency is the source of observed price
changes. Furthermore, if price transparency is endogenously determined by firms, then selection
is another valid concern. That is, the firms that choose to advertise their prices, and the products
they choose to advertise may not be representative of all firms or all products. This selection
issue is likely to bias the analysis of the effect of transparency. Second, given that an exogenous
shock to transparency has taken place, identifying the impact of this shock requires data from both
before and after the regulation. Collecting post-transparency data is likely to be straightforward;
however, obtaining data from a period in which such information was not readily available is likely
to be more complex. Third, pricing decisions take into account various factors, such as cost, local
competition and seasonality. These factors may very well change alongside changes in transparency.

Thus, to identify the impact of transparency on prices one needs to account for potential changes

15See http://www.globes.co.il/news/article.aspx?did=1000921890. Interestingly, in his academic career,
Braverman published an important study on consumer search (Braverman (1980)).
163ee http://www.themarker.com/opinion/1.2506245.
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in other determinants of pricing decisions that might have taken place concurrently with the
implementation of the transparency regulation. Finally, supermarkets offer a challenging setting
for the study of pricing decisions, as they sell thousands of items, which may all be subject to
different pricing considerations. Accordingly, to obtain a reasonable estimate of the overall impact
of transparency on prices, it is necessary to investigate a large sample of items. Our data and
differences-in-differences research design, discussed in detail below, offer a unique opportunity to
address these empirical challenges.

In what follows we discuss the various sources for the price data used for the treatment group
and the control groups. We also discuss the limitations of these control groups and how, we think,
the use of multiple control groups mitigates these concerns. After describing the data, we provide

additional details on the estimation and sources of identification.

3.1 Data and descriptive statistics

We collected price data for a treatment group of products, as well as for four control groups of
products. We supplemented these price data with rich post-transparency data that correspond to
a larger array of products and stores, in addition to data on local competition and on products’
characteristics. These data will be primarily used to examine the effects of transparency on price
dispersion and price levels (H1-H3). After describing the price data, we discuss the data sources on
advertising expenditures and on usage of the price-comparison websites, which we use in subsection

4.1 to examine the potential channels underlying our results (Hypotheses 4-8).

3.1.1 Price data

Treatment group: The treatment group comprises 69 products sold in 61 stores located in 27 differ-
ent cities and operated by the 5 supermarkets chains under consideration. Figure 3 in the Online
Appendix shows the locations of these stores across Israel. The treatment group products belong
to several product categories (e.g., dairy products, drinks, prepared meals, household cleaning,
health and beauty) and different price levels. Our reliance on such a large set of items and stores
mitigates concerns that the price changes are driven by unobserved local trends or changes that
are relevant to specific type of products. During the pre-transparency period, we used a market
survey firm to collect the prices of these items. The data collection by the market survey firm was
carried out during the last week of the following 8 months: July, August, September, October and
December 2014, and February, March and April 2015. Post-transparency prices for these products
and stores were obtained on a weekly basis from one of the price comparison websites. A potential
concern with the data that we use is that we rely on two different data sources for the pre and the

post periods. To address this concern, in Section 5.2.1 we rely on the same data source for the



pre- and post- time periods and show that the results are qualitatively similar.

Figure 2 presents a time series of the average basket price for each of the five supermarket
chains in our data, for the year prior to the regulation and in the year after. As can be observed
in the figure, there is a declining trend in prices. In addition, chains’ average prices seem to have
converged shortly after prices became transparent. The figure can also be used to rank the five
chains according to basket price. The prices of the basket at the two largest chains: Mega and
Shufersal are higher than at the other chains; in particular, the basket price at Rami Levy, the
hard-discount chain, is the cheapest. The patterns observed in the figure might be driven by other
factors besides price transparency. To take these factors into account, we collected data on four
control groups of products described below.

Control group 1: products sold online. The first control group relies on the fact that each of the
chains we consider also offers an online retail service. The prices of products available through these
online channels were transparent both before and after the transparency regulation. Unlike prices
at brick-and-mortar stores, which were often determined locally and vary across stores (even within
a single chain), prices of items sold online by a given chain are determined at the national level
and are not dependent on the customer’s location. Also, supermarket chains do not offer online
grocery services throughout Israel. Since July 2014 we have been collecting on a weekly basis the
prices of all the items included in the treatment group but sold online through the websites of
each of the five grocery chains. The prices were collected from an online platform that allowed
consumers to compare and purchase grocery items from the various chains that offered an online
grocery service. Figure 4 in the Online Appendix shows a screen shot from the online platform,
where consumers can compare and choose among the online retailers. Figure 3 presents a time
series of the total price of a basket of items in the treatment group and a time series of a basket
of items in control group 1 (products sold online), starting in July 2014 and ending in July 2016;
each data point represents the average across all stores in the respective group. The figure reveals
that prices online are generally cheaper than the prices of the same items sold in brick-and-mortar
stores. Importantly, we also see that the price gap between online and traditional stores diminished
after May 2015, when prices in traditional stores became transparent.

Control group 2: ICC products. This control group comprises 38 products sold in hundreds of
stores throughout Israel, whose prices are collected by the ICC, the largest consumer organization
in Israel. These products do not overlap with the products in our treatment group. We obtained
the ICC’s monthly reports of the products’ prices for the period between July 2014 and July
2015, and for the post-transparency period we obtain the price data from the price comparison
website. Importantly, the 61 treatment-group supermarkets, i.e. the stores where the market

survey firm visited, are a subset of the stores from which the ICC collected the price data. The

10



prices of the products in the ICC basket are frequently cited in media reports informing consumers
about the prices of food items. For instance, a TV program called “Saving Plan”, one of the top-
rated programs in Israel, devoted a weekly segment to updating the public about the ICC’s price
collection and comparison initiative. In addition to the media reports, supermarket chains often
mentioned the ICC reports as a credible reference point when advertising their own low prices.
Mega, the second-largest supermarket chain, dedicated about 40% of its advertising budget in 2014
to ads mentioning the ICC price comparison initiative. Finally, the ICC website offered a weekly
comparison of basket prices across the stores visited. Accordingly, it is reasonable to assume that
supermarket chains and consumers are well aware of the price of items collected by the ICC, or in
other words, that the prices of these items were already transparent before the regulation went into
effect.!” Figure 4 presents a time series for six items from the treatment group and a time series
for six comparable items from the control group 2. In other words, each product in one group has
a close substitute in the other group. For instance, a 200- gram jar of Nescafé Taster’s Choice
instant coffee, included in the ICC group, is matched to a 200- gram jar of Jacobs Kronung Coffee
(another quality brand of instant coffee), included in the treatment group. Similarly, we match a
700- ml bottle of Hawaii shampoo in the ICC group to a 700-ml bottle of Crema Nourishing Cream
Wash in the treatment group.'® In this figure, we observe that pre-transparency prices of products
in the control group ICC and in the treatment behave quite similarly. Furthermore, after prices
became transparent, prices of items in the treatment group declined substantially more than did
the items in the ICC group.

Control group 3: products sold at Super-Pharm. The third control group comprises 28 products
sold at 32 stores affiliated with Super-Pharm, the largest drugstore chain in Israel. These items
provide a useful control group because drugstore chains were exempt from the Food Act and were
not available for sale online.'® The prices at Super-Pharm stores were collected by our RAs at two
points before the transparency regulation law came into effect — in late October 2014 and in late
April 2015— and at two points in the post-transparency period — in late October 2015 and in
late April 2016. Given that drugstores do not sell the full array of products sold in supermarkets,
we do not have full overlap between items in the treatment group and the items in the Super-
Pharm control group. Control group 4: products sold in mom-and-pop grocery stores. Our fourth
control group includes 12 products, whose prices were collected by the Central Bureau of Statistics

from both mom-and-pop grocery stores and supermarkets across Israel; the mom-and-pop grocery

"More details on the items in the ICC control group are described in Ater and Gerlitz (2017). We found further
suggestive evidence that the ICC basket prices can serve as a reasonable transparent control group when we examine
the change in the ICC basket price after the ICC began collecting the prices of these items. In particular, the price
of the basket of ICC items declined substantially few months after the ICC began collecting and advertising these
prices. See Figure 5 in the Online Appendix.

18The choice of these pairs also follows from a more systematic measure of distance across product characteristics.

198tarting in July 2017, drugstore chains also became subject to the transparency regulation. In Table 1 of the
Online Appendix we present regression results demonstrating that prices at Super-Pharm declined soon after its
prices became transparent.
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stores, like drugstores, were not subject to the transparency regulation. Given the small number of
items in the latter group, unavailable information (e.g., on the identity of the specific supermarket
chain in which the products were sold at, and the week during the month in which the prices were
collected) and confidentiality concerns, we cannot use this group in all of our analyses. Thus, we
present results corresponding to this control group only in the robustness section. Table 1 presents
summary statistics for the number of products and observations in the treatment group and in the
first three control groups. Table XX in the Online Appendix provides more details on the products
associated with the treatment and each of the control groups.

Additional data for the price analyses. Most of our analyses rely on the data collected for the
treatment and control groups, as elaborated above. After the transparency regulation went into
effect, the price collection became less cumbersome; therefore, for this period, we were able to obtain
from a price comparison website more expansive and finer-grained data for further investigation.
Specifically, we use weekly reports on the prices of nearly 355 products sold in 589 stores of
the 5 chains, including the chains’ online stores. The 355 products include the treatment group
products and other items, such as private-label goods. In addition to obtaining price data, we
also constructed measures of local competition. These measures are based on the number of

supermarkets operated by rival chains within a certain distance of a given store.

3.1.2 Advertising and Price-comparison websites data

We use the following data on advertising and access to the price comparison websites to explore
the roles of advertising and search in driving the changes in prices.

Advertising data. To explore the relationship between advertising and prices, we collected
advertising data on the five supermarket chains in our data. These data, we collected from ‘Ifat‘,
the leading Israeli company for tracking and monitoring advertising, contain detailed data on
advertising content and expenditures for the time period from July 2014 to June 2016. For each
ad, we have the following information: the name of the ad campaign, the advertising retail chain;
the date that the ad was posted; media channel used (e.g., television, newspapers, radio, Internet),
a classification of the ad into promotion/image classification, the expenditure on each ad based on
list prices, and the ad itself. We further viewed all the ads and classified the ads based on whether
they include a reference to media coverage, such as price surveys carried by a media outlet. We
define such ads as “media-based” ads. Figures 5 and 6 in the Online Appendix include examples
of newspaper ads that refer to price comparison surveys conducted by the media. Figure 7 in the
Online Appendix includes an example of a price ad, yet one that does not mention any particular
media source.

Price comparison websites data. To examine the relationship between the use of the price-
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comparison websites and the level of prices we obtained from Similarweb, a digital market intel-
ligence company, data on the number of viewers and the total number of pages viewed on each
of the three websites that were offering price comparison services during the relevant time pe-
riod (MySupermarket.co.il, Pricez.co.il and ZapMarket.co.il). These data, at the monthly level,
cover the time period from July 2014 to July 2016. Data on the number of visitors are available
for MySupermarket and for Pricez also in the pre-transparency period. The reason for this is
that MySupermarket’s main business is in the online grocery segment, and Pricez offered a price

comparison service based on consumer reports.

3.2 Identification and estimation

The graphical illustration presented in figures 3 and 4 is encouraging and suggests that the manda-
tory disclosure of prices resulted in lower prices. Nevertheless, the figures do not account for time
and item specific changes that may have occurred over the relevant time period. In this section, we
elaborate on our identification strategy, which enables us to argue why these preliminary findings
indeed reflect the effects of mandatory disclosure of prices. To identify how the transparency reg-
ulation affected price dispersion and price levels, we observe price changes in the treatment group
after versus before the regulation took effect, and compare these changes to the corresponding
changes in each control group. A significant difference between a change in the treatment group
and a change in the control group should be attributable to the effect of the transparency regula-
tion. The nature of this difference can shed light on whether the transparency regulation enhanced
competition or promoted collusion. Importantly, each of the control groups helps to mitigate con-
cerns about the validity of the causal interpretation of the estimation. For instance, a difference
between the treatment group and control group 1 might actually be a result of an unobserved
change that took place in the online segment at the time the transparency regulation took effect.
Control group 2 — comprising items that were sold in traditional stores — is not vulnerable to
this concern. Similarly, a difference between control group 2 and the treatment group — which
includes different products — might be related to differences in the marginal costs of the products
that the two groups contain, rather than to changes in transparency. Control groups 1, 3 and 4 are
not susceptible to this concern, as they contain the same items as the treatment group. Finally,
one might be concerned that our results using control group 3 are biased because the transparency
regulation changed the level of competition between supermarket chains and drugstores. Yet, using
control group 2 which focuses on different items sold in the same store is less vulnerable to this
concern. More generally, the use of the different control groups, and the fact that we obtain similar
results using these alternative control groups, provides confidence that our estimates are indeed

driven by the transparency regulation rather than by other changes in the market.
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3.2.1 Price dispersion

Our first specification focuses on the relationship between transparency and price dispersion. In
the regression analysis, to capture changes in price dispersion, we aggregate the price-store-date
data to the product-date level, and in some specifications to the product-chain-date level. We use
three measures of price dispersion: the number of distinct prices that a given product 7 is sold
for in a given period ¢, the coefficient of variation of a given product 7 in a given time period ¢,
and the percentage price range of a given product i in a given time period ¢. In each regression,
we compare the treatment group to a single control group. Formally, we estimate the following

equation:

Vit = pi + ¢ + B X Aftery x Treatment;; + €; (1)

where the dependent variable is one of the three measures of price dispersion. The A fter indicator
equals one if the time period ¢ in which the product’s prices were collected is after May 2015
(when the transparency regulation took effect), and zero otherwise. The Treatment indicator
takes the value of one for observations in the treatment group, and zero for observations in the
control group.2® The equation also includes fixed effects for the product and for the time period in
which the prices were collected. The product fixed effects capture time-invariant characteristics of
each item, such as its mean cost of production. The time period fixed effects capture the impact
of seasonality on pricing and other regulatory changes that might have affected chains’ costs and
pricing decisions. We also accommodate the possibility of pricing trends that may vary across
items by incorporating linear product-specific time trends. Standard errors are clustered at the
product level. The coefficient of interest, 5 captures the change in price dispersion in the treatment
group of items after prices became transparent relative to the corresponding change in dispersion

in the control group.

3.2.2 Price levels

To identify the impact of transparency on price levels, we use the following difference-in-differences
specification:

log(pist) = i +0s + 7 + B X Aftery X Treatment;s + €5 (2)

In this specification an observation is a product-store-date tuple, and the dependent variable
is the log(price) of product ¢ sold in store s in week ¢t. To control for other factors that potentially

affect prices we also include time period (v;), store (ns) and item (p;) fixed effects. The weekly fixed

20Gince the dispersion of prices might also depend on the number of observations per product-date, we verify that
the results are similar if we add as a control variable the number of times that a price of a certain product was
recorded in each period.
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effects capture the impact of seasonality on pricing and other regulatory changes that might have
affected chains’ costs and pricing decisions. For instance, the value-added tax in Israel dropped
from 18 to 17 percent in October 2015 and the minimum wage in Israel increased in April 2016.
These changes have likely affected retail chains’ pricing decisions. Yet, such an effect on pricing
should be captured by the week fixed effects. The store fixed effects capture time-invariant local
competition conditions and the socio-demographic characteristics of local customers. Note that
the estimation does not separately include a treatment variable as it is subsumed by the other fixed
effects (e.g., the product fixed effects subsume the treatment variable when using the ICC control
group and the chain fixed effects subsume the treatment variable when using the Super-Pharm
control group). Finally, we cluster the standard errors at the store level.

The main parameter of interest is 8 which is the coefficient on the interaction between the
After and the Treatment indicators in equation 2. The identifying assumption is that the only
systematic difference between the control groups and the treatment group is the amount of price-
related information available to consumers before the law took effect. Per our discussion above
regarding the use of the different control groups, and given that the treatment and control groups
contain a substantial number of products in several categories, with overlapping manufacturers

and different retailers, we believe that this is a reasonable assumption.

3.2.3 Additional specifications

To examine whether firms or stores that initially set higher prices were driving the reduction in
average prices, we modify Eq. 2 in two ways. First, we interact the After x Treatment variable
in Eq. 2 with an indicator for the type of the five supermarket chains (premium/discount). In the
appendix we also repeat this analysis with a chain-specific interaction term. Second, we examine
how the local market conditions affected price levels in the wake of the transparency regulation.
To do so, we interact the A fter « Treatment variable in Eq. 2 with a measure of local competition
that we constructed based on the number of other food retailers operating in the local market.
We construct two such measures. One is a binary variable indicating whether a store’s local
environment is characterized by high versus low competition (i.e., store concentration above versus
below the median). The other is a continuous measure of local competition. Notably, in this
analysis we explore whether stores that are affiliated with the same supermarket chain but face
different local competitive conditions respond differently to the transparency regulation. In this
analysis, we compare pricing decisions by same-chain brick-and-mortar stores; therefore, we only
use control group 2 (the ICC basket) in this exercise.

In separate analyses we also examine whether price transparency differently affected the price

levels of different categories of products. In this analysis we exploit the fact that changes in
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price levels only began to be observed in January 2016, several months after the regulation went
into effect (see the findings in Section 5.1). The gradual impact of the regulation enables us
to do two things. First, we can rely on the prices collected only after the regulation went into
effect, and include in our sample a much larger set of items and stores (355 items in 589 stores).
Second, we can re-estimate the change in prices attributed to the transparency regulation using a
newly defined periods of pre-transparency periods (between August and December 2015) and post-
transparency period that lasts from January to July 2016. In particular, we re-estimate Equation
2 with interaction terms capturing different product characteristics, and compare price changes
of these items to those of a control group comprising the same products sold online by the same
chains (similar to control group 1). For instance, in this set of analyses we compare the price
changes of private-label products and branded-products in the same category of products. Further

details on the product characteristics that we include in this analysis are described in Section 5.1.

3.3 Results on changes in prices

3.3.1 Price dispersion

The regression results of Equation 1 are shown in Table 2. The table includes the estimates for each
of the three measures of price dispersion: the number of unique prices, the coefficient of variation
and the percentage price range. Each of the three columns includes not only the point estimate
of the parameter of interest but also the average value of the dependent variable. Although the
magnitude of the transparency effect varies across dispersion measures and control groups, the
results indicate that following the transparency regulation had an economically and statistically
significant negative effect on price dispersion. For instance, in columns 1-3 we observe that, after
the transparency regulation went into effect, the number of distinct prices charged for a product
in a given time period decreased by 8 to 16 distinct prices, depending on the control group that
we use. This decrease is quite substantial, given that the average number of distinct prices for a
product in the pre-transparency period was between 16 to 19. In Table 2 in the Online Appendix
we present the estimation results of a specification that captures the effect on the number of unique
prices for each of the chains. The table reveals significant effect for each of the chains, suggesting

that no single chain is responsible for the results shown in Table 2.

3.3.2 Price levels

Table 3 presents the regression results of Equation 2, which reflects the effect of mandatory dis-
closure of prices on price levels. The point estimates of the main parameter of interest are roughly
similar across the three control groups and indicate that after the transparency regulation went

into effect prices in traditional supermarkets decreased by 4 to 5 percent relative to the prices in
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the control groups.?'??

Table 4 presents the point estimates obtained for a modification of Equation 2 that simul-
taneously estimates the transparency effect, once we distinguish between premium and discount
supermarket chains. The regression results illustrate that the reduction in prices attributed to the
transparency regulation took place among the premium chains. For the discount chains we do not
find strong evidence that prices decreased after the transparency regulation went into effect. Table
5 in the Online Appendix presents the results when we include a chain-specific interaction variable.
We find that the effect of the transparency was large and negative for the chains that set relatively
high prices and considerably smaller for the chains that set relatively low prices (see the ranking of
the total basket price, shown in figure 2). In fact, for Rami-Levy the hard-discount chain, we do not
find evidence that prices have declined. Table 5 presents the results of an analysis that accounts
for the possibility that the effect of transparency on prices depends on the degree to which a store
faces local competition. Column 1 presents the results of a specification in which competition is
captured by a binary variable reflecting whether the market in which the focal store is operating
is more (or less) concentrated than the median degree of concentration. Column 2 presents the
results of a second specification, which imposes a linear effect of local market concentration on the
effect of transparency on prices. The regression results suggest that the changes in prices following
the transparency regulation were significantly greater in stores that faced weaker competition.

Our findings regarding price levels and price dispersion strongly suggest that the increased
availability of price information in the post-transparency period was driving the changes in prices.
Yet, the exact channel that this information was reaching consumers and markets is unclear. By
extending the analysis to potential mechanisms we are able to highlight the important roles of the

media and informative advertising in driving these changes.

4 Mechanisms

In this section we first examine the role of informative advertising, relying on testable predictions
derived from Robert and Stahl (1993). Next, we discuss why fairness concerns explain retailers’

decision to adopt a uniform pricing strategy.

21'We also estimated the same equation using subsets of the treatment group and of control group 2 (the ICC
group), namely the “comparable baskets” of goods discussed above (see Figure 4). We obtain similar qualitative
results (presented in Table 3 in the Online Appendix). We also obtain similar estimates when price promotions are
taken into account (see Table 4 in the Online Appendix).

22Note that the regression analysis assumes equal weights to all the products. As we later show, the prices of
more popular products have declined less than less popular products. Accordingly, the impact on consumers’ actual
spending may have been smaller than the estimates reported in the table.
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4.1 The media, informative advertising and prices

Robert and Stahl (1993) were the first to consider optimal consumer search and informative adver-
tising in one framework.?? They characterize a unique and symmetric price-dispersion equilibrium,
for an environment where firms sell a homogeneous good, consumers are aware of firms’ existence,
and learn about their prices through either costly search or from exposure to ads. Bagwell (2007)
notes that their model fits an established industry, where similar products are sold in different
stores (like the supermarket industry). Although the model considers firms that sell one good and
our setting involves multiproduct firms, we view the media as an intermediary which aggregates
price information on multiple items into one “representative” price. In the model, firms simulta-
neously choose prices and advertising levels, where some consumers are exposed to ads (informed
consumers) while other are not (uninformed ads), depending on the level of advertising chosen

endogenously by the firms. The model generates the following testable predictions:

Hypothesis 1 (H1): As the cost of informative advertising fall, its use will increase.

As we elaborate below, following the transparency regulation the Israeli media reported on
retail food prices more comprehensively and more reliably. As the media coverage expanded, hard-
discount chains were able to undertake advertising campaigns that were more effective and reliable.
Thus, the transparency regulation reduced the media’s cost of covering supermarket prices, and

indirectly facilitated the use of informative advertising by chains.?*

Hypothesis 2 (H2): In equilibrium, chains that set high prices will not use informative adver-

tising. In contrast, chains that set low prices will use informative advertising.

Hypothesis 3 (H3): In equilibrium, informative advertising by hard-discount chains is higher

during periods that prices are lower.

The intuition for H2 follows from the fact that chains that set high prices sell only to uninformed
consumers and prefer to set high prices. In contrast, low-price firms want to inform consumers
about their prices and will therefore invest in informative advertising. Furthermore, because the
marginal benefit of informative advertising is greater during periods that prices are lower (say,

holiday seasons), we expect H3 to hold.

Hypothesis 4 (H4): In equilibrium, actual consumer search is limited.

23Butters (1977) consider advertising and search in his model, but does not model optimal search. Recent
theoretical papers that consider both channels are: Janssen and Non (2009), Wang (2017), and Board and Lu
(2018).

24Robert and Stahl derive additional predictions that follows a change in either search costs or advertising costs.
However, we cannot directly examine these comparative static results because transparency likely resulted in a
reduction in both search and advertising costs. Nevertheless, we note that according to Robert and Stahl (1993) a
reduction in either search or advertising cost should have resulted in lower prices and lower price dispersion. For a
simplified version of the model, see Renault (2015).
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H4 follows from the increase use of informative advertising and from the pricing decision by the
high-price non-advertising chains. In equilibrium, these chains set prices at a level that discourages
consumers who visit their stores (and who are not exposed to ads) from searching in other stores.
At those price levels, these consumers prefer to buy at these stores rather than continue to search.
Consumers who are exposed to ads do need to search as they obtain information from the ads they
receive. The no-search prediction arises in other standard search cost models for homogeneous
goods. Introducing some product or consumer heterogeneity lead to some level of consumer search

in equilibrium.

4.1.1 The media

For many years now, the Israeli media has been actively involved in supporting pro-market agen-
das, criticizing attempts to gain market power and denouncing price increases. News outlets report
regularly on consumer issues, typically taking a pro-consumer point of view. Following the social
protests in 2011 and the cottage cheese boycott, media coverage of the food market became sub-
stantial and influential. In 2012, for instance, TheMarker, a prominent business newspaper in
Israel, selected Rami Levy, the man who owns and manages the hard-discount chain Rami Levy
(the third largest supermarket chain in Israel) as the most influential figure in Israel in that year.
Three years later, on Israel’s Independence day in 2015, Rami Levy was awarded the Israel Prize,
Israel’s most prestigious honor for Israelis who have made a difference to society. The media seems
to embrace its role in highlighting market-related concerns: The year 2017, was the first in which
a reporter covering consumer issues has won the Israel’s Journalists’ Association’s prestigious life-
time achievement award.

The Israeli media coverage of consumer-related topics also involves comparisons of prices across
different supermarket stores. Before the transparency regulation, reporters had to physically visit
stores and wander through the aisles to find the price of each product. After the regulation went
into effect, the costs of collecting and comparing prices dropped significantly, providing the media
with ample opportunities to report on price differences across numerous stores and products, much
more than was possible before prices were transparent. For instance, on April 7, 2016, the news site
Ynet, the most popular Israeli website in Israel, published a comprehensive price comparison across
dozens of supermarket stores throughout the country. The comparison, based on information from
Pricez.co.il, included information from 18 geographic regions; for each region, the names and
the addresses of the three stores that offered the cheapest basket were reported. The number of

items included in the basket varied across regions, ranging between 130 and 210.2° On January 12,

25See http://www.globes.co.il/news/article.aspx?did=1001108062 and http://www.yediot.co.il/articles/
0,7340,L-4858377,00.html for additional examples. Price comparisons are also highlighted in local media, in
addition to national media: For instance, the local newspaper of Petach Tikva, the fifth largest city in Israel,
used a price comparison platform to report on the supermarkets with the cheapest prices in Petach Tikva. See
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2016, Channel 2 News, Israel’s most popular news program, ran a 4.5-minute item on a new price
competition among supermarket chains in the city of Modi’in.?® In this case, too, the reporter used
the Pricez mobile app to compare prices across supermarket chains. Another example of the role
of the media relates to the merger between two large supermarket chains: Mega and Yeinot Bitan.
The merger took place in June 2016, towards the end of our data collection period. In this case,
TheMarker, reported prices at the merged chains before versus after the merger, and compared
them against the corresponding price differences at another supermarket chain that did not take
part in the merger. TheMarker used price data from one of the price comparison platforms and

repeated this exercise a few weeks after the merger and then again a few months after the merger.2”

4.1.2 Media-based advertising and prices

How does the media coverage relate to advertising and to food prices? We argue that the extensive
media coverage following the transparency regulation provided retailers, and particularly hard-
discount chains that received favorable media coverage, an opportunity to mention it in their ad
campaigns. Since supermarkets sell thousands of items in each store, they cannot price advertise all
these items. Furthermore, a decision to price advertise a subset of items entails limited information
on the prices of other items (Rhodes (2014). Thus, the media coverage serves as an arguably
objective, reliable measure for the aggregate price of a large number of items sold in supermarkets.
We build on this distinction and classify ads that reference to media reports as “media-based
advertising”. Figure 5 shows an example of such ad used by Rami-Levy, the hard-discount chain.
In the analysis, we use this classification and consider the expenditures on media-based ads by
each chain as our measure for informative advertising.

Figure 6 presents the expenditures on media-based advertising for the year before and for
the year after the transparency regulation came into effect, divided into the hard-discount chain,
Rami Levy and the other chains. As can be seen in Figure, after the transparency regulation
the expenditures by the hard discount chain, increased significantly whereas the expenditures on
media-based ads by the other chains significantly dropped. Regression results presented in column
1 of Table 6 confirm these patterns, showing that the expenditures on media-based ads by Rami
Levy sharply increased relative to the expenditures by other supermarket chains. As a falsification
test, we show in column 2 in that table that after prices became transparent the expenditures on
promotional ads (i.e., ads mentioning specific price promotions) by Rami Levy did not increase
relative to the expenditures on such ads by the other retailers. We also show that the use of media-

based advertising is negatively correlated with the prices in supermarket chains. To capture this,

https://goo.gl/YsVT9a
26yyw . mako.co.il/news-channel2/Channel-2-Newscast- q1_2016/Article-996£23598873251004.htm.
27See www.themarker.com/advertising/1.3006498 and www.themarker.com/advertising/1.3116830.
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we estimated a treatment intensity version of Equation 2, replacing the transparency indicator in
the original specification with a standardized measure of expenditures on media-based ads by Rami
Levy in a given month. In this specification, we use the online group as our control group and
present the results in column 3 in Table 6. The results support H3 and indicate that expenditures

on media-based ads are greater during periods in which prices are lower.

4.1.3 Usage of price-comparison websites

We now turn to examine consumer search as another channel through which consumers may
have gained information about prices. According to H4 consumers in equilibrium do not actu-
ally search.?®. Admittedly, it is difficult to show that consumers do not engage at all in search.
Nevertheless, we believe we can show that the use of the price-comparison websites that became
freely available after the transparency regulation is very limited.

To make this point, we first rely on a survey conducted by an Israeli consumer organization,
asking a representative sample of consumers on their search habits in retail markets. According to
survey, only 4% of respondents have accessed the price-comparison website in the year preceding the
survey. We also obtain qualitatively similar patterns when we use data, described in subsection
3.1.2, on the usage of the three price-comparison websites. In particular, the average monthly
number of unique visitors to Pricez.co.il and Zapmarket.co.il between October 2015 and July 2016
was 21,414, and 16,992 respectively. These figures combined account for about 2% of the number
Israeli households. Mysupermarket.co.il, the third price-comparison website, offers as its main
business an online grocery service so we cannot disentangle customers who visit MySuperMarket
to shop online (e.g., at Shufersal online) from visitors who want to obtain price information in
traditional stores. Yet, we note that the average number of total visitors to MySupermarket has
marginally declined from 182k in the year preceding the regulation to 176K in the year after.
Conversations we had with both Pricez.co.il and Myspurmarket.co.il further indicate that traffic
to their price comparison websites is quite negligible.?? To make a living, at least two of the firms
running these websites, offer firms such as food retailers and suppliers BI services which are based
on the data generated by the the price-comparison websites.

To increase the traffic to these websites, the Ministry of Economy supported a large TV adver-
tising campaign, and announced a competition among price-comparison websites, in which the first

and second prizes (175k and 75k New Israeli Shekels) will be given to websites that will more than

28The no-search prediction is a standard prediction in search models for homogeneous goods. Once heterogeneity
is introduced then search takes place also in equilibrium.

29We also estimated a treatment intensity version of Equation 2, replacing the transparency indicator in the
original specification with a standardized measure for the number of pages viewed in a given month on Pricez. We
find a negative correlation between prices and the use of these websites, suggesting that consumers look for price
information during periods that prices are expected to be lower (like holidays). This correlation, however, does not
survive when we also exploit cross-sectional variation at the city level of the use of these. The regression results
using are presented in the Online Appendix XX.
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300K and 75k monthly users.>’ Despite these efforts and initiatives, they have failed to deliver

sustained traffic into the price-comparison websites.3!

4.2 Fairness concerns and uniform pricing

Few recent papers document the practice of uniform pricing in different settings (e.g., Cavallo
et al. (2014), DellaVigna and Gentzkow (2017) and Argentesi et al. (2018))). These findings are
somewhat nonintuitive given that standard economic models predict that retailers’ pricing decisions
should take into account local consumers’ price elasticities. DellaVigna and Gentzkow (2017)
discuss advertising, tacit collusion, fixed costs of managerial decisions and fairness as alternative
explanations for uniform pricing.?? They further argue that fixed costs of managerial decisions
best explains their findings.

Our setting is useful to shed further light on the reasons why retailers adopt uniform pricing
and to underscore the important relationship between transparency, uniform pricing and fairness.
In particular, we propose that fairness concerns best explain the effect of transparency on the
decision of each chain to adopt a nearly uniform pricing policy. That is, retailers reduced the
number of unique prices they set for each product because they were concerned that consumers
would find price differences across same-chain stores to be unfair, and that a public outcry would
take place if consumers observed that chains were engaging in that practice. Rotemberg (2011)
offers a theoretical framework that takes into account fairness into firms’ pricing decisions.

There are three reasons why we think fairness is a main factor in our setting. First, fairness
was an integral part of the public debate regarding retail food prices in Israel in the relevant time
period. Many media reports publicized the fact that prices of similar products sold by different
stores affiliated with the same chain tend to differ from one another, and that prices in affluent
areas were often cheaper than prices in rural and relatively poor areas. Echoing the critique, shortly
before the transparency regulation came into effect, a legislative attempt requiring food retailers
to set uniform prices across all their stores almost passed in the Israeli parliament.?? Retail chains
tried to address the public critique by attributing the price differences to higher transportation costs
to rural areas and by announcing that they would reduce the price differences.®* Conversations
we had with retailers also confirm that the decision to set uniform pricing was driven by the

public discontent. Second, the fact that the changes in price dispersion and in the number of

30The Israeli media also promoted the use of the price comparison platforms: in December 2015, the Israeli Internet
Association, together with Google and the Israeli Fair Trade Authority, launched a competition for the development
of the best food price comparison application. See http://www.globes.co.il/news/article.aspx?did=1001056276
and http://www.globes.co.il/news/article.aspx?did=1001074618.

31For more details, see https://www.calcalist.co.il/articles/0,7340,L-3751446,00.html.

32Interestingly, Stigler (1961) also mentions the practice of uniform pricing and suggests that reduce consumer
search is another potential reason for the use of uniform pricing.

33http://www.ynet.co.il/articles/0,7340,L-4252811,00.html and www.knesset.gov.il/protocols/data/
rtf/kalkala/2012-07-24-02.rtf.

34E.g., https://www.themarker.com/advertising/1.1613349.
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unique prices occurred shortly after the regulation (see Section 5.1) came into effect also suggests
that these changes were not driven by consumers’ usage of the price comparison websites or by
coordination among chains. Finally, the fact that already before the transparency regulation the
prices that retail chains set in their online channels were nationally uniform, further suggests that
chains recognized the reputational costs associated with charging different “transparent” prices in

different markets.

5 Additional Results

5.1 Effects of transparency across products

In this section we report additional results using a larger set of products and stores which are
available in the post-transparency period. To undertake this analysis we first show that the change
in price levels became significant only in the beginning of 2016, few months after prices became
transparent. We rely on this finding to perform a modified difference-in-differences analysis ex-
plained below. We also note that while we think that these additional results offer valuable insights
on the effect of the transparency policy, we are also aware of the potential limitations of relying
on post-transparency data and therefore cautiously interpret the results of this analysis.

To examine the pace at which the change in price dispersion and price levels took place, we
estimate the monthly effect of price transparency on measures of price dispersion and price levels for
each month included in our 2 years sample. We estimated the month-specific effects using modified
versions of Equations 1 and 2. Figure 10 in the Online Appendix presents the monthly effects of the
transparency regulation on the number of distinct prices (as a measure for price dispersion) and on
the (log) price levels. The figure demonstrates that price dispersion diminished quite immediately
after the transparency regulation went into effect, whereas the effect of transparency on price levels
was essentially indistinguishable from zero for several months. Only at the beginning of 2016 did
the effect of transparency on price levels become negative and statistically significant. We exploit
this fact and carry out a series of differences-in-differences analyses for the post-transparency period
using panel price data on 355 products from 589 stores. In these analyses the comparisons are
made between the prices of products sold in traditional stores (the treatment group) and the price
of the same products sold online by the same chain (as a control group).

In our first analysis in this series, we evaluate the overall extent to which price levels dropped
in 2016. We obtain similar results to the those reported in Table 3. That is, among traditional
stores, the price difference between the January-August, 2016 period and the August-December,
2015 period was 3.2% lower compared to the corresponding price difference of the same items sold

through the online channel. This finding, shown in column 1 of Table 8, suggests that our initial
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sample of treatment products is largely representative of the products sold in supermarkets.

Next, we use regression analysis to characterize which products experienced a greater drop in
prices during 2016, relative to the control group. First, we divide the 355 products into 10 price
deciles based on their mean price and estimate a specific treatment effect for the set of products
within each of the mean price deciles. As shown in Figure 7, we find a strong negative relationship
between the price level and the corresponding decline in price. That is, more expensive product
experienced a greater drop in prices. Next, we examine how the observed price reductions correlate
with product popularity. To this end, we assign each product a popularity score which is based on
a list of the top 500 selling items at Mysupermarket.co.il.?® We then interact this measure of
popularity with a dummy variable indicating whether the item’s price corresponds to the period
before or after January 2016 and add this interaction variable to the estimated specification. The
regression results are shown in column 2 of Table 8. As can be seen in the table, the results suggest
that the prices of more popular products declined less than the prices of less-frequently-bought
items. One potential explanation for this finding is that in the pre-transparency period consumers
paid closer attention to products that they purchased more frequently. As a result, prices for these
products were a priori relatively low, and the impact of the transparency regulation on prices was
greater for less popular goods. Furthermore, these findings suggest that estimating a quantity-
weighted regression of the effect of transparency would indicate that the effect of the transparenct
policy on consumer surplus is somewhat smaller than the effect we report in Section 3.3.2.

We now turn to evaluate whether price changes differed between private-label and branded
products in the same category. To capture this difference, we estimate an equation similar to
Equation 2 and also include two interaction terms. One term is an interaction between an indicator
for the post-January-2016 period and an indicator for a private-label product. The second term
is an interaction between an indicator for the post-January-2016 period and a branded-product
indicator. In this specification the sample of products consists only of the 12 categories that contain
private label products. The results, presented in column 3, indicate that the prices of branded
products dropped significantly more than the prices of private-label products. These findings may
suggest that following the transparency regulation, consumers found it easier to compare the prices
of branded products than to compare the prices of private-label products, which differ across chains.

Finally, we also examine the prices of products that are likely to have been characterized by
a high degree of consumer search, even prior to the transparency regulation. We expect that
frequently-searched products are likely to have undergone smaller price reductions following the

transparency regulation compared with similar, less search-intensive products. In particular, for a

35Because more than half of the products in our sample are not included in the top 500 products, we cannot
directly match the list with each product. Instead we use a more coarse classification for popularity. The results
are robust to different classifications.
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given product category, we compare price changes among products that offer the most stringent
kosher requirement (“Mehadrin Kosher”) with price changes among corresponding products car-
rying the regular kosher label only. For example, we match a 25-gram package of Osem Bamba
peanut snack in the Mehadrin kosher set with a 100-gram package of Osem Bamba peanut snack
in the regular kosher set. Ceteris paribus, the majority of Israeli consumers are indifferent between
the two kosher options. Yet, certain groups of religious Jewish consumers purchase only goods
that fulfill the more stringent kosher requirement, and are thus likely to track their prices. The
results, presented in column 4, suggest that the prices of Mehadrin kosher goods decreased signifi-
cantly less than did those of the corresponding regular kosher products. Overall, these results may
suggest that the prices of products that can be characterized by a high degree of search before the

transparency regulation decreased less compared with the prices of less-searched-for products.

5.2 Robustness

5.2.1 Measurement errors and grocery stores as a control group

Our regression analysis indicates that after the transparency regulation went into effect, prices of
items in the treatment group fell 4-5 percent more than did the prices of items in the different
control groups. A potential concern with our results is that they might have been affected by
the changes in the sources of data used for the analysis. In particular, the source of data for
the treatment group and the ICC control group in the pre-transparency period were a market
survey firm and the ICC, respectively. After the regulation, the data for these groups came from
a price comparison website.?® Thus, if there are systematic measurement errors associated with
one of these methodologies then our results are potentially biased. In particular, if (due to the
collection method) the prices recorded in the treatment group during the pre-transparency period
were systematically higher than the actual prices, then our results are potentially biased upward
(in absolute values).

To address this concern, we obtained data collected by the Israeli Central Bureau of Statistics
(“CBS”) for the same time period as our main analysis. We obtained data on the prices of 39
items, which are regularly collected by the CBS to construct the Israeli consumer price index.
Importantly, the methodology to collect the prices of these items did not change over the relevant
time period. The CBS data include, for each item, a product identifier, price, store identifier, city
name, the month in which the price was collected, and an indication of whether the store belongs
to a supermarket chain or is a mom-and-pop grocery store. For confidentiality, these data do not
include a specific address, chain affiliation or exact date. Thus, we cannot directly compare this

data set with the other sources of data that we use. Nevertheless, we can use the CBS data to

36For the Super-Pharm and online control groups the same data sources were used before and after the regulation.
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examine how the regulation affected prices in supermarkets (which were subject to the regulation)
relative to prices in mom-and-pop grocery stores (which were not subject to the regulation). Out
of the 39 products, 27 products are products that are included in the ICC basket. Thus, we
first focus on the remaining 12 products, and estimated Equations 1 and 2. The results of these
analyses, which are presented in Table 7, indicate that after the transparency regulation went into
effect, both price dispersion and price levels decreased to a greater extent in supermarket chains
than in mom-and-pop grocery stores. The magnitude of the estimated effect on prices is 1.9%.
If we restrict attention to the 8 items, for which there are on average more than 10 observations
per month, we obtain an estimated effect of 2.2%. Given that the sample of items used in this
analysis is a small subset of the products that we used in the main analysis, we view these results
as providing additional support for the findings presented in the main analysis. Using the prices
in grocery stores as a control group is also useful because, as we further discuss in Section 5.2.5, it
seem unlikely that the owners of these small, independent stores would have responded strategically
to the transparency regulation by changing their prices.

We also use the CBS data on the 27 products that are included in the ICC control group,
and examine the changes in the prices of these items at grocery stores and at supermarket chains.
Interestingly, the level of transparency of these groups has bot changed before and after the regu-
lation. The products in the ICC group were transparent before and after regulation and the prices
in the grocery stores were non-transparent before and after the regulation. Accordingly, we do
not expect to find a significant change in the price difference between these two groups after the
regulation became effective. Indeed, we do not find an effect (p-value = 0.64). We find a similar
non-significant result if we again restrict attention to products for which we have more than 10

observations per month.

5.2.2 Different sampling frequencies

Another implication of using different data sources before and after the regulation concerns the fre-
quencies that the different data were collected. For instance, in the pre-transparency period, prices
of items in the ICC control group were also collected in the same month, though not necessarily
on the same day or week. In contrast, in the post-transparency period, these data were collected
on the same day. This difference may mechanically lead to a higher number of unique prices in
the pre-transparency period for the ICC group compared to the number of unique prices in the
post-transparency period.?” To address this concern, we experimented with different specifications,
in which we simulate the post-transparency period to be at the monthly level. For instance, for

the post-transparency period we used price data for the treatment group only from the last week

37For the treatment group, the prices in the pre-transparency period were collected in the last week of a given
month and typically on the same day.
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of the month (like in the pre-transparency period). Moreover, in the specification using the ICC
control group, we use price data from a randomly chosen week in the post-transparency period.
In other words, we make the pre- and post periods comparable in terms of their data-collection
frequencies. Likewise, for the online control group we use price data collected in the last week of
the month, similar to the treatment group. The results for these different specifications, and for
three different measures of price dispersion, are shown in Table 7 in the Online Appendix. In all

specifications, the qualitative results are unchanged.

5.2.3 Parallel time trends

The identifying assumption in a differences-in-differences research design is that the control and
treatment groups share the same time trend. Given the multiplicity of control groups used here, we
find it useful to graphically demonstrate that the control groups shares a similar time trend with
the treatment group. To this end, we estimated specifications using log(price) as the dependent
variables and also add month-specific effects for each specification (treatment group vs. control
group). The results are plotted in Figure 8 of the Online Appendix. The figure demonstrates that
the treatment group time trend follow a similar time trend as the corresponding control group time
trend. Formally, we cannot reject the null hypothesis that the two time trends follow the same
pattern when using the online control group. We obtain similar qualitative results when using the

ICC control group.

5.2.4 Placebo tests

A potential threat to identification when using a differences-in-differences research design is the
possibility that the estimated effects are not driven by the treatment, but rather by other unob-
served factors. To address this concern, we conducted a placebo test by considering a sample that
started on July 2014 and ended on July 2015, just before the price comparison websites offered
their services. We then re-estimated the regression in which (log) price level is used as the depen-
dent variable (Equation 2), defining a fictitious date for the “effective” date of the transparency
regulation. Since the treatment group was sampled eight times in the (actual) pre-transparency
period, and given that we want the placebo pre-regulation period and the placebo post-regulation
period to incorporate at least two data pulls each, we are left with at most five possible points in
time at which to set the fictitious regulation dates. We conducted the test for both the online and
the ICC control groups. The results, which show no significant effect of the fictitious regulation,
are presented in Table 8 of the Online Appendix. These results mitigate the concern that another

event that occurred prior to the implementation of the regulation explains our findings.
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5.2.5 Strategic responses by prices in the control groups

Another potential concern with the interpretation of our findings is that prices of items in the
control groups may have reacted to the transparency regulation. For instance, if prices set by
Super Pharm (control group 3) or in chains’ online channel declined as a response to the decline in
prices in brick-and-mortar stores, then our results might be biased. Note, however, that this would
be imply that our estimates using these control groups are a lower bound to the actual impact of
transparency.

Furthermore, if following the transparency regulation, Super-Pharm stores decided to target
price-insensitive consumers by raising prices, then our results may overstate the impact of the
regulation. While we believe that it is unlikely that Super-Pharm would raise its prices in the
wake of a regulation enabling consumers to more easily compare prices across different retailers, it
is not theoretically impossible. To address this concern, we classified Super-Pharm stores in our
sample as ‘close’ or ‘far’, according to their proximity to a supermarket store. We then checked
whether the price changes in ‘close’ Super-Pharm stores differed from the price changes in ‘far’
stores. Arguably, if the above concern holds, we should expect prices in the former to rise more
compared with prices in the latter. The estimation results, presented in Table 9 in the Online
Appendix, provide no evidence for such a relationship. Second, as mentioned in Section 5.2.1,
we use prices of items sold in individual grocery stores as an additional control group and find
qualitatively similar results. This analysis further suggests that our main results are not driven
by a strategic response by Super-Pharm. With regards to the concern about online prices, we also
note that prices in traditional stores have declined also in areas where online grocery services is

very limited, further mitigating this concern.

5.2.6 Anticipation of the policy change

One might be concerned that because the Food Act was enacted about a year before the trans-
parency regulation came into effect, supermarket chains might have lowered their prices before the
actual implementation of the regulation. We believe this concern is unfounded for several reasons.
First, the abrupt change in price dispersion that takes place shortly after the policy came into
effect strongly suggests that chains responded shortly after the regulation became effective (not
months before it was effective). Second, from a profit-maximizing perspective it is not obvious
why chains should set lower prices well before prices become transparent. Finally, if chains did set
lower prices well before the regulation came into effect then our estimates are potentially biased

downward.
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6 Discussion and Concluding Remarks

Since the beginning of 2017 alone, several large retail chains, including Macy’s, JC Penney, Sears
and Payless ShoeSource have announced the closing of hundreds of brick-and-mortar stores and
the layoffs of many thousands of employees.>® This dismal trend of the retail market is often
attributed to the highly competitive digital age and the strength of online giants such as Amazon.
One important traditional retail market which seems relatively immune to this trend is the grocery
market, probably due to the unique characteristics of the products sold in grocery stores.

Amazon decision’s to purchase Whole Foods on June 2017 for $13.7 billion seems to suggest
that blending the online channel and the traditional retail food world can offer substantial com-
plementary benefits. For instance, it might result in traditional food stores voluntarily displaying
their prices online. Alternatively, government policies may require food retailers to post their
prices online. Will this information result in higher or lower food prices? Economic theory offers
mixed predictions. On the one hand, the availability of price information is essential for the ef-
ficient functioning of markets. On the other hand, several recent papers have shown that firms
may manipulate information to make it harder for consumers to find cheap alternatives. How
will then the rapid growth of the online market affect the traditional retail food market? What
are the implications of price transparency regulations on price levels, price dispersion and price
discrimination strategies?

In this paper, we study the impact of a price transparency regulation of food items sold in Israeli
traditional brick-and-mortar stores. The retail food industry is a meaningful domain in which to
begin to unpack the economic effects of online price transparency, given that consumers spend
about one-sixth of their disposable income on food. While the impact of price information is at the
core of 10, to our knowledge, thus far hardly no studies were able to examine this issue empirically,
and those that have were typically limited in scope: they had to assume away selection issues and
have not considered firms’ advertising response. Our analysis addresses this gap, using a large set
of price data from the Israeli supermarket industry in the period surrounding the implementation
of a mandatory transparency regulation. We first show that brick-and-mortar supermarket stores
reduced the number of distinct prices that they set for each item offered, and that price levels
decreased. The decrease was particularly pronounced in stores affiliated with more pricey chains
or stores that faced weaker competition in their local markets. We further highlight the important
role of the media and media-based advertising in generating these price reductions. We show that
hard discount chains extensively relied in their ad campaigns on price surveys conducted by the

media as an objective and reliable source of information. These ad campaigns were used especially

38See https://goo.gl/R8pyTJ
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during time periods in which prices were lower. Remarkably, our findings provide strong support
to the theoretical model by Robert and Stahl (1993) who were the first to incorporate optima
consumer search and advertising into one framework. We are not aware of previous empirical
studies that jointly examine the effects of search cost and advertising.

Our estimates suggest that the magnitude of the effect of transparency on prices is not trivial.
Relying on the 5% price reduction estimate, we can use back-of-the envelope calculations to assess
consumer savings and firms’ revenue losses from the increased transparency. In particular, we
find that chains lost about 46 million dollars in revenue each month, and average household saved
about $27 per month (about 1.5% of the median wage in Israel in 2015).3°. While our findings
may support the adoption of similar transparency policies, we also stress that our analysis focuses
on a relatively short time period, and that the results regarding the change in prices may change
in the long run.

Information disclosure requirements have the potential to affect additional other decisions made
by the firms. For instance, transparency can also potentially improve retailers’ bargaining power
vis-a-vis suppliers. In addition, transparency may affect the frequency at which retailers adjust
their prices or their price promotion strategies. Retailers may also take transparency into account
when making advertising decisions: For example, loss-leader campaigns may be a useful means of
attracting consumers who do not have access to prices of other items in the store; they may be

less effective, however, when prices are transparent. We leave these issues for future research.
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Figure 1: Number of Unique Prices
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The figure shows a time series of the average number of unique prices for the treatment group of items,
the online control group and the ICC control group. The vertical line denotes the date in which the
transparency regulation came into effect. According to the figure, the number of unique prices per item in
the treatment group fell significantly after the regulation.
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Figure 2: Retailer-Specific Basket Price
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The figure shows a time series of the total basket price for each of the five food retailers. The vertical
line denotes the date in which the transparency regulation came into effect. A basket consists of 58 items.
Monthly basket price is the sum of items average price, where the average is taken over the retailers’ stores.

Missing price are imputed. The figure suggests that both price dispersion and price levels have decreased
after prices became transparent.
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Figure 3: Basket Price in the Online Control and the Treatment Groups
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The figure shows a time series of the total basket price, divided into the online (control group) channel
and the brick-and-mortar (treatment group) channel. The vertical line denotes the date in which the
transparency regulation came into effect. In each channel, prices are averaged across stores and chains
and missing prices are imputed. The figure shows that throughout the period the online basket is cheaper
than the same basket purchased in the traditional channel. Yet, the difference between the two channels
diminishes after the prices in traditional stores become transparent. Similar patterns are observed when
we use log(price) instead of price levels.
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Figure 4: Comparable Basket Price
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The figure shows a time series of the total basket price for two baskets. One basket consists of six ICC
control items and the other consists of six close substitutes items from the treatment group. For instance,
a 200- gram jar of Nescafé Taster’s Choice instant coffee, included in the ICC group, is matched to a 200-
gram jar of Jacobs Kronung Coffee (another quality brand of instant coffee), included in the treatment
group. Similarly, we match a 700- ml bottle of Hawaii shampoo in the ICC group to a 700-ml bottle
of Crema Nourishing Cream Wash in the treatment group. The figure shows that before prices in the
treatment group became transparent, the two baskets exhibited similar patterns, and after prices became
transparent the difference between the expenditures on the two baskets diminished.
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Figure 5: An example of media-based advertising
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The figure shows an example of an ad by the hard-discount chain Rami Levy in which the chain stresses it
offers the cheapest basket in Israel. The ad specifically refers to two price-comparison surveys conducted
by the media, One by the newspaper Yediot Aharonot (reported on September 4, 2015) and a second by
TV channel 2.
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Figure 6: Expenditures on media-based ads by hard-discounters and other food retailers
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The figure shows on the left vertical axis the monthly expenditures on media-based ads by Rami Levy, the
largest hard discount chain in Israel and on the right vertical axis the monthly expenditures on media-based
ads by the other supermarket chains. The vertical line corresponds to the date in which the transparency
regulation became effective. The Figure shows that after the transparency regulation, expenditures on
media-based ads increased for the hard discount chain and decrease for other chains.
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Figure 7: The effects of transparency on prices, by price ranges
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The figure shows the relationship between the average price of a group of products and the estimated
reduction in prices of that group of products. In particular, we use the post-transparency price data and
divide the products into 10 deciles based on the mean price. Each dot in the figure corresponds to one
decile and as shown there is a clear negative relationship between the average price and the price reduction.
That is, more expensive products experienced a larger price drop.

40



"SYOaM JUAISTJIP

€9 1B $310)S [9 UI Pajos[[od alom dnoIs [onmod )] 2T Ul sTI)T 8¢ 1)) Jo sadtid g/ 1T
a1)) “aome)sTI 10, “sdnoIs [ON)0d 3T) JO [[oBa PR JUUNEAT) ST} T PIJOI[0D WA JABT
saotrd oTm 10J spottad pie sTIA)T ‘sa10)s JO TOQUINT ST} WO WOT)BULIOJUT sjasaId ajqe) a1

68L°C 14 8¢ [43
6FL ST £9 8¢ 19 201
€98°0¢ 66 69 < SUIIO
PIT6ST g¢ 69 19 dnois yuatmear]
N s[ng ele( # STIa)J # S2I0)S #

2I0)SBILI(T

spayrewradng
2aInos BlR(g

So1981981G 2ATHdIIISO(T T 9[qR],

41



‘juaredsuer) suwredaq seotid 19je peddoip A[juedoyrudis
sey] uorsiadsip oo1id jey) puy am ‘sdnoild [0I1jU0d 9Yj} JO Yoed 0] pue uolsiadsip 9o11d Jo seinseawr oY) [[8 104 ‘o[qelIe juspuedep Suipuodseliod oY) JO anfea oFeioar oY)
110da1 os[e om ‘uorjengor Lousredsuer) oy Surmo[[o} uotsiadsip 9o1id ur 9SuryYd 89 JO SpNJIUSRUW 9Y) JO 9sUas ® 198 0, ‘uorre[ngar Aousredsuer)-jsod Ino se uorye[ngalr oyl
I99Je I1eaA 93 Ul Pajod[[oo seolid pue ‘porrad Aousredsuer)-oad oY) 10] uolye[ndel Aousredsuel) oY) 910Joq I@9A 9} UI Pajod[0d seotid asn oA\ (D] Pue dUI[UO ‘S9I103s3NIp)
sdnoi3 (013100 9211} 811 JO Yors pur ‘s[qeLIeA juspuadep oY) sk uolsiadsip 9011d JO seInseswl JULISYIP 991y} Suisn [ uolyenby Jo sjmsal uolssaidal oy} sjussaid s[qr], 8y J,

100 > d . 600 > d
Wyl AQ paIe)sN(d oIe SIOLIY

910%/9 - ¥10¢/L Pa1ea0d polted suur],
7 9)ep Ul ¢ WY ST § 29 G ‘g SUWN[OD UI UOIPRAISSCO JO JTUN 9Y T,

dnois [0I1)U0D /JUSUIYRDI) UT 2 9YeP UT 2 WYL ST § 29 L ‘9 ‘€ ‘T SUWN[OD UT UOTJRAIISCO JO JIUN YT,

GesI 9.19 9€96 0TSt 0c19 517240 GCsI 9L19 9€96 N
G€9°0 9¢L°0 8870 .70 L29°0 ¢6¢°0 €680 708°0 g8.L°0 &l
cvL LG ¢v9°Gg 900°6¢S 6020 1120 1120 L6061 JARSWAN Q9291 onfeA oSeroay ~1eA “do(q
wreyJ rodng 001 auIuQ wreyJ rodng 001 ouru  wreyJ rodng 001 auI[uQ dnouix) Jo1ju0))
Va Va Va Va Va Va Va Va Va pUSI, oWIL], R "Ul]
Va Va Va Va Va Va Va Va Va H A Wl
A Va Va Va Va Va Va Va Va A PPM
(00£'9) (oev'e)  (62971) (#20°0) (¢ro0)  (110°0) (002°1) (c18'0)  (6750)
(6) (8) (L) (9) (9) (¥) (€) (¢) (1)
A% * 00T) o8uey oSejuediod "3y /uoTyeIAd(] pIepue)q soot1J onbrun #

uors1adsy( 9011 uo Lousredsuel], 911 Jo 199 9, :¢ 9IqRL,

42



‘Juaredsuerl) suredaq S9109S [RUOIIPRI] Ul seolid oY)} 1YJe %G - %f Aq
paurt[oop aaey] sedrid et} 9)edIpul s3Nsal oY ], *dnois [01IU0D JUSISHIP & 01 SPuodsarIod
uwnjod yoey -‘porrad Aousredsuerl-yjsod oy se uolye[nsor oY) Iojje Ieok oY) IuLnp
Poa3997[02 seorid pue ‘porred Adousredsuerj-oid o) se UOIIR[NSSI ) 9I10Jo( IeaA 9}
Sunmp pejoar[oo seotad Sursn ‘g uoryenby jo s)nsol uorssaigol oy} sjuesard o[qe) oy T,

100 >4d ., ‘s000>d ,
9101s A( paIa)sN[d dIe SIOLIY
9102/9 - ¥10¢/ . po1oa0d polrad suiL,

7 potrad-owil) Ul £ 9103 UI 7 WSYI ST UOIJRAISSCO JO HTUN YT,

8GESS 8CC8LE 0T898T N

6060 19670 L66°0 ed

wreyJ rodng DDI auI[u() dnoix) jo13u0))

M M N puoiy, oW, oyoodg wo)] Ieour]

A v N RCRCREA

A v A oA eed

a v v RCRURERES)

(v10°0) (go00)  (800°0)

«+070°0~ #+6590°0~ #+ 169070~ FUOUIFROL], 4 OV

(e0113)801 (eo11g)801  (e011g)80[

(€)

(c)

(1)

S[9A9 9011 Uo Aduaredsuer) 9d11J JO 09[4 YT, € O[qR],

43



REXE)

oymads-ureys o) je sisA[eur siy} Sururiojrod usym s3nsal A[PArejenb urejqo ap\ "SUreydD JUNOISIp o) 10 poSuryd
jou oary pue sureyd wnrweld ‘98re oY) 10] paurep Ajuedyrudis asey sootid jeyy 1s983ns (sdnoid [o1uod oYy jo yoes
I0J) $7INSOI UOISSOIFI 9} ‘D[qe) o) Ul umoys sy (junoosip/wnrurerd) Aurmmp od4A) jesjreurtadns e yimm pajoerajul
st 107e0IpUl Aousredsueil-jsod oY} YOIYm Ul g uoljenbr Jo UOISIoA ® JO s)NSal UOIssaISal oy} sjyuesard o[qe], oY,

100 >4 ., ‘G0°0>d
$9109s A POI9ISTI[D SI€ SIOLIH]

910%/9 - ¥10¢/L Pa10a0d potiad suul,
7 9)ep Ul [ 8109S Ul ¢ WS ST UOIJRAISSYO JO JIUN ST,

8GE8S 8CC8LT 0T898T N

606°0 196°0 1€6°0 4

wreyJ edng D01 auIu() dnoixy [o13u0))

M 2 2 puaiy, owl ], oywedg we)] Ieaur

N A A R

N A A g 9red

A v v RCRU RERES)

0000 0000 0000 SIa[le)oy JUNOOSI(] = SIo[lejay WIS [RA-d
(470°0) (2000)  (600°0)

110°0 «+920°0~ G10°0- JUIUWI}BDI T, OYY JUNOOSI(T
(¥10°0) (900'0)  (800°0)

«xG70°0- «+850°0- #9070~ JUSUI}BDI ], IOYY WNIWSI]

(9011g)801 (eo11g)801  (e011g)30]

(€) (@)

(1)

"SIO[IRI9Y JULISYI(] UT S90L1J U0 Aduaredsuel], 911 JO 4990 9, ¥ 9[qel

44



‘uo1313oduwIod [ed0] I93U0I)S Pade]
1eYY) SOI0)S URY) SIOUW POUI[I9P 9ARY UOI}I)odUI0d [eD0] Ioxeam Pade] jey) So10)s ul sootid jery
1s983ns synsal1 oy J, ‘dnoid [013u0d DT Y3 AJUO 9sn om ‘uoI3}eduiod [d0] JUSISYIP 90€] eyl
INqQ Ureyd aures 9y} 0} SUO[eq Jel) S9I03s ssoIde sofueyd 9o11d oredurod 03 juem om osned
-og ‘uor}13eduiod [BJ0] JO 9INSEIU SNONUIIIOD © 9SN oM g UWN[0D Ul pue ‘Uorijedurod moj
1o y31y I0J o[qeLrea AIeulq ® SI oInseawl UOI}130duIod [820] oY) ‘T UWN[OD U] ‘9I0)S JoNIRW
-1odns 9y} Aq peoe] uorreduwiod [@o0] 97 JO aInseowW ® Yiim I0jedipul Aouaredsuer)-jsod oyl
10RIOIUI OM [DIYM UI g UOIJenbr] JO UOISIOA ® JO S)NSaI UOISSoIZal o) juosold om o[qe) sy} uf

100 > d . ‘600 > d
S2109s Aq PaIsIsn[d oIe SIOLIY

910%/9 - P10/ L Pa10a0d potied surl,

7 9)ep Ul [ 9109s Ul 2 WY ST UOIYRAIISCO JO JTUN O J,

A[oA1300dsa1 ‘GH*() PUR g€ ‘€T°() 98 UOIRIIUSIUOD JO Sso[ljuadiod 4306 PU® 4,08 ‘4,01 9YL
Ajodouow 3ureq 1 pue uonijeduwod 109)10d Suleq () YaMm ‘T 0} () WLIOJ seSUeI UOITRIJUSIUO))

LGS65C LGG64C N
c96°0 c96°0 H
oo’ dwop) qSig = dwop moT [eA-d
D01 DI dnoixy [o1yuo))
M M puaiy, owil, ogywodg ue] Ieaur
s , ] WY
A N o e
A N o 91098
(¢10°0)
«070°0- UOT)RINTIIOUO)),, NISWI)RILT , 191V
(200°0)
#6070~ USRI O Y
(900°0)
««v¥70°0~ »dwoy) YSIH - JuowW)el] WYY
(900°0)
«+660°0- ‘dwoy) MO - JUSMRAIT , IOV
(001180 (901130

(¢)

(1)

uoryjedmio)) Jo 90139(] Aq ‘S9dLIJ U0 Aduaredsued], 9olIJ JO 100 9UJ, :G o[qe],

45



*I9MO] 39S o1om sooLId YoIyMm

ur spotred awiI} Ul pasn A[IARSY 9I0UI aIom SPe paseq-eIpawl Jey) 1s988ns pue (¢H) 31oddns synsal uoissaidal oy J,
*(Aaor] Turey) Io[reIal JUNOISIP PIey oY) AQ Spe Paseq-eIPaW UO aInjIpuadxa A[YIUou o) ST PIIOPISUOD A)ISUSIUT Y,
*dnoi8 [01U0D & Se [oUURYD SUI[UO 877} Ul SW)I JO sao11d 87} Juisn ‘g uoryenbs] Jo UOISIOA A}ISULIUL JUSUIIRII) B )R
-1159 9\\ * SUISI}IOADPR SAI)RULIOJUI JO 9SN 9} pueR S[EAS] 9011d ueamioq dIysuorie[ol o[} SUTUTWIRXD SINSOI UOISSOIZOT
quasaad am ¢ uwmod uj ‘(gH) pue (TH) 3oddns s)nsar 9saY ], "POSBAIOUI SUTRYD JUNOISIP-PIey Aq spe [euoljouroid
uo sernjpuadxo 1e() 90USPIAS PUY J0U Op 9A\ “Porlrad swir) sures oy} JoAO spe [euorjowoxd ur oSueyo oY) SUIIRXS
oM g UWN[0d Ul ‘)s99) UOIyedyIs[e] ® sy ‘uorje[ndal Aousredsuel) o) I93je A[Juedoyruldis pasealdul Spe Paseq-eRIPOW UO
sureyd JUNOISIp-pIey oy} Aq Surpuads jey) MOUS S)Nsal 9], ‘Spe poseq-eipewl uo juads sinjipuadxs spe Jo aIeys
A[3[9oMm oY) ST T UWN[OD Ul 9[qeLres juopuadop o], '0I9Z oN[eA 97} SWINSSe PUR SIS[IRISI [[B 10] poje3o13de ore sureyd
JUNODSIP-PIRY UOU 0} Id9JOI JRY} SUOIJRAISSCO 9], ‘AWNP JUNOISIP PILY X Y90M SI UOIJBAISSCO JO JIUN oY, "UOIJe[
-n3or Aousredsuel) oY) I9)Je SUISILIDAPR SAIIRULIOJUI UT 95URYD 97} SUTUISOUOD SIMNSOI UOISSaIFl sjuasard T uwmnjoy)
100 > @ 4ux ‘GO0 >d . ‘TO>d

So109s Aq POISYSNID oI SIOLIF]

pozIpIepue)s aIe SOIISUS)UI SO[(RLIRA [9UURY))

puaI} awly Ieaul] oYyoads-ure)l pue 5, 9I103S ‘4] WY ‘i ] 9)ep apn[oul suoreoyroads [y

[o13u0D aurfuo 3uIs()

9T0%/9 - ¥10%/ L Pe19A00 poliad owl],
7 9yep ul [ 9109s Ul 2 WYL ST UOIJRAIISCO JO JIUN ST,

0T898T 6T 6T N
LE6°0 GzL 0 68.°0 oy
(¥00°0)

wx€10°0- "dXg] 'SPy peseg-RIPaI JUN0OSI( PIeH

(zLzo1) (627°6)
826°G e 2o IOYY , JUNOOSIJ PIBE]

(€) (c) (1)

(eo11g)30]  'spy Teuonjomwiord % 'SPy poseg-eIpaIA ¥

sootrd pue spe paseq-eIpaIN :9 9[qe],

46



‘paurep Apueoyrusis oaey s[oad] 9o1id pue uorsiodsip 9otid Y30q ey} 91edIpUl S3NSAI YT, *(F umn[od) [9ao] 9o1id oY) pue (g- T suwnjod) uotsiodsip sorad
JO soInseaw 9911} 9} SUISn ¢ pue g So[qe], Ul painjes] sisA(eue oY) jyeadol oA\ 'SWOIL g] UO SOIISI)eIS JO Neaing [eIjus)) I[oRlIS] oY) WOoIj paurejqo ejep 9o11d uo A1 om
‘stsATeue sty u] ‘dnoid [01juod [eUonIppe Ue se ‘uolje[ngal Aouaredsuer) oyl 0} 109[qns orom YOIIYM ‘SoI10)s AI1900I3 [[RUIS SUISTL S}NSOI UOISSOISOI 91} SUIRIUOD d[R} O],

100 >4 ., ‘G600 >d

§ UwIn[oo Ul 910)s Aq pue ¢-T SUWN[OD Ul YJUOW AQ POILISND SIR SIOLIH]
910%/9 - ¥10¢/L pe1ea0o potied swl],

7 Jjuowr ul [ 9I09s UT 7 W) ST f UWN[OD UT UOIJRAIISQO JO JIUN YT,

7 JyUOW UT 2 WY ST ¢-T SUWN[OD UT UOIJRAIISO JO JTUN dYJ,

GLv6 00v 00v 00¥ N

G6L6°0 8LL0 G06°0 6e8°0 ed

€68'8¢ ¥91°0 968°6 onpep oferoay "rep do(q

S9109g AI9D0IK) S9101G AI0D0IX) S9101G AI9D0IK) S9109G AI9D0IK) dnoiry jo13u0))

s s s v PUL], oW, ogadg wej] 1esul]

s s v v o' Wl

N v v A g ered

(£00°0) (962°0) (¥00°0) (882°0)

#x660°0~ «x L0V 6" #xG6¥0°0" «xG9 T~ JuauI}es. ] LYY

(9011g)30] A% % 00]) e8uey oSejuedled "SAy/UOljeIAS(] PIepUR)S  90LIJ onbrup #

(¥)

(€) (z) (1)

eyR(] QgD Suisn uorsrodsi(] 9911 pue 9911 Uo Aousredsuel], 9911 JO 09[4 Y, L 9[qeRl,

47



‘sjonpoad I8yso3] ULIPRYSIN [IIM SOL1039)ed AJUO SUIPN[OUT SWY I8YSOY PIepueR)s I8JJO JeY) SWLAII IO sjusweImbal (181so3]
ULIPRYOJA) 19UsOy JUSSULI)S 9I0W 9} MO[[0] I9YIIo 1Ry} SWOI Jo seoLid oY) Ul SOSURYD SUIWIRXd oM G UWN[0d U] ‘syonpoid
[2qe] @yeatrd yim set10891ed A[uo Surpnpour syonpoid pspueiq pue [aqe[ 9jealld Jo seotid Ul aSURYD S} SUIMIRXD oM ¢ UWN[0D
uy “Ajurendod 1Y) WO poseq PaYISSBID oIe ey} Swojl JO seord ul o3ueyd 97} dUIWIRXS oM ‘g UWN[OD U] °¢ 9[EJ, Ul UMOUS
SUO o1} 07 JIR[IWIS A[eAljejienb sjmsal puy pue ] uoljenbi ojew)se am ‘I UwIN[od U] ‘9IOg Arenuep ul suideq porrad
Aouaredsuer-ysod oy T, ‘sureyd 9y} Yoes JO [oUURYD SUI[UO S} YSNOIY) P[OS SW)l aures 93 Jo sootid o) st dnoid [013uod o)
‘stsA[eue SI) U] ‘SISA[RUR UIRW 9Y) Ul PISN SUTRYD joyIeuriodns oAy oY) [}m PajeI[lje SaI0Is GG Ul P[OS SWa) ¢G¢ Jo seotad
oy} ur sedueyd oY) uo Juisnooj ‘porrad Adusredsueij-jsod oy wol ejep A[UO JUISn SIMNSSI UOISSaIFal sjussard o[qe) oy T,

100 >d ., ‘G0°0>4d ,
S9109s AQ PaI9)SN[d dI€ SIOLIH]

SOI0)S GRS PUE SWID GGE UO paseq ST 39S ©je(]

910%/9 - GT0G/8 Po10A00 ported owr],

72 93ep Ul [ 9I03S UI ¢ WSYT ST UOIYLAISSCO JO JTUN YT,

CLYTS6Y 2905001 CLYTS6Y TLYTS6Y N

€86°0 826°0 €86°0 €86°0 &

A N N » puai], ewL], ogedg wey resut]

N » » » o] WY

A » » 2 o 9red

» 2 2 2 "I 1038

000°0 000°0 000°0 PO £yvdorg = uQ Lyredorg :Tep-J
(110°0) (010°0) (600°0)

L7070 0T0°0- €00°0- (uo peuany Ay1edoid) yueur)eal] , 109]y
(600°0) (010°0) (600°0)

**MMOOl **Dmool **@ﬂcol Awo U@Q.Hﬁﬂu %PH@QQMQV ugwamﬁmw.ﬂh*h@mﬂ{a

(600°0)
«+6€0°0- JUSTIYRII 10V Y

) (€) (2) (1)

I9USOY ULIPRUDJN [oqer] oyealry Ajremndog -oodg ourpseqg

$30NPOIJ Jo SodAT, YISISHIP JO S9OLIJ U0 Aduaredsueli], 9311 JO 109[j0 Y[, :§ 9[qelL

48



Online Appendix to “Informative Advertising and
Consumer Search: Evidence From a Price Transparency

Regulation in Supermarkets”

Itai Ater Oren Rigbi

Tel-Aviv University Ben-Gurion University

January 17, 2019

This appendix contains additional regression results and figures that are referred to from the

main text.

e Tables -

— Table 1 - reports the regression results for effect of price transparency on prices in

drugstores, where disclosure was mandated on July 1, 2017.

— Table 2 - reports the regression results of a chain-specific effect of transparency on price

dispersion.

— Table 5 - reports the regression results for the differential effect of price transparency

on prices set at the five supermarket chains.

— Table 3 - reports the regression results of price transparency on prices, including a fourth
column that focuses on 6 pairs of matched- items, each pair consists from an ICC control

item and close substitute item from the treatment group.

— Table 4 - reports the regression results of price transparency using promotional prices

the dependent variable instead of list prices, as shown in the main text.

— Table 6 - reports the regression results of the effect of price transparency on advertising

expenditures by food retailers.

— Table - 7 the effect of price transparency on price dispersion using similar data sampling

frequencies before and after the regulation.

— Table 8 - reports placebo tests using pre-transparency data only, and focusing on five

fictitious dates for the beginning date of the transparency implementation.



— Table 9 - examines strategic response by Super-Pharm to the transparency regulation by
allowing the effect on Super-Pharm’s prices to depend on the distance of a Super-Pharm

store from the nearest supermarket
e Figures -

— Figures 1 - 2 present photos taken from Mysupermarket.co.il, a price comparison
website. Figure 1 demonstrates a price comparison for a single item — Nature Valley
bar 6-pack — sold by different retailers. Figure 2 shows a price comparison for a basket

of 42 items.

— Figure 3 - shows a map that marks the locations of the 27 cities in which the 61 treatment

group stores are located.

— Figure 4 - presents a screenshot from Mysupermarket.co.il in which consumers observe
prices offered by the online retailers and can choose their preferred retailer to make an

online grocery order.

— Figure 5 shows data on prices for the period after the Israeli Consumer Council began

collecting prices in March 2014.

— Figure 6 includes another example of media-based ad, in which a supermarket chain
mentions a price comparison survey that was conducted and reported by the media.
Figure 7 shows an example of an ad that advertises specific prices of several items,

without a reference to the media

— Figure 8 - presents the pre-transparency regulation monthly F.E. for log(price) as the

outcome variables using both online and ICC control groups.

— Figure .. includes the list of products used in the treatment and different

control groups.
— Figure 9 - a translation from Hebrew of the transparency regulation.

— Figure 10 shows evidence that the effect on price levels materialized at the beginning of

2016, several months after prices became transparent.
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Table 6: The Effect of Price Transparency on Advertising Expenditure

% Media-Based Ads. % Promotional Ads.
(1) (2)

Hard Discount * After 48.846*** 5.928
(9.429) (10.272)
Month F.E. v v
Hard Discount F.E. v v
R? 0.789 0.725
N 191 191

*p<0.1, ** p<0.05 *** p<0.01

The table contains a regression analysis examining the change in advertising expen-
ditures by food retailers, before and after the transparency regulation. The unit of
observation is week X hard discount dummy. The observations that refer to non hard-
discount chains are aggregated for all retailers and assume the value. The dependent
variable in column 1 is the weekly share of ads expenditure spent on media-based
ads (see for example Figures 5 and 6 in the online appendix). The dependent vari-
able in column 2 is the weekly share of ads expenditure spent on promotional ads
(see for example Figure 7 in the online appendix). The results show that spend-
ing by the hard-discount chains on media-based ads increased significantly after the
transparency regulation, whereas spending on promotional ads have not changed.
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Figure 1: Single Item Price Comparison
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The left side of the figure includes a list of retailers, sorted by price, that sell the item whose photo is
shown on the right side of the figure. The small icon located to the right of the retailer name indicates
whether the quoted price refers to a physical store of that retailer (indicated by a stand) or to an online
store (indicated by a truck).
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Figure 2: Price Comparison from a Price Comparison Platform
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The Figure shows a comparison of the price of a basket of items taken from mysupermarket.co.il, a price
comparison platform. The baskets are sorted by price. The first column refers to the name of the retailer.
The second refers to the basket price and the third indicates the number of items that are unavailable in
the corresponding retailer. The small icon located to the right of the retailer name in the first column
indicates whether the quoted basket price refers to a physical store of that retailer (indicated by a stand)
or to an online store (indicated by a truck).
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Figure 3: Map of Store Locations

The figure shows the locations of the 61 stores corhprise the treatment group. These stores are located in
27 different cities.
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Figure 4: Online shopping platform
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The Figure shows a screen shot from MySupermarket.co.il webpage where consumers observe the respective
price by each online retailer and can choose which online retailer they want to order from. Rami Levi, the
heavy discount chain offers the cheapest price for this basket (855 shekels).
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Figure 5: ICC basket prices
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The figure shows the basket price of ICC products after the ICC began collecting prices in April 2013,
nearly 2 years before the transparency regulation came into effect. The figure shows that prices of the ICC
items have declined few months after the ICC began collecting these prices, providing suggestive evidence
that transparency resulted in lower prices for these items.

Figure 6: An example of media-based advertising
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The Yeinot Bitan supermarket chain ad includes two references to comparisons of sales expenditures at

supermarket chains which was conducted by a national radio station and a leading online news portal. In
both examples, Yeinot Bitan offers the cheapest option.
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Figure 7: An example of promotional/price advertising
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The Victory supermarket chain ad includes several price promotions for products sold in its stores. Unlike
the previous examples, there is no reference to a particular media source.
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Figure 8: Validating the Parallel Time Trend Assumption - Monthly Effect on log(Price) by Group
Association
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Each figure presents the pre-regulation period group specific monthly effects estimated in regressions using
log(price) as the dependent variable. Figures are distinguished by the control group used in each of them.
The upper figure is based on the online control and the lower figure is based on the ICC control.
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Figure 9: Translation of the transparency regulations

Regulations for Promotion of Com petition in the Food Industry (Price Transparency)

1. In these regulations -

"Website" - a website of a large retailer;

"Barcode" - an identification number imprinted on or related to the product, used to
identify the product of a large retailer;

"Total price” - as defined in section 29 of the Law.

2. A large retailer will publish to the public on its website, its chain of stores and,
separately for each of its stores, the updated total price at the time of publication of each
commodity sold in its stores in this manner:

(1) The website of the retail chain will be published on the website, as well as the file
of commodities and prices and a collection of promotions for each of its stores
separately (heremafier - the files),

(2) file names must contain a fixed prefix consisting of network code, subnet code, and
store number; In addition, each file name will include a time stamp (TIME STAMP)
that includes the time and time of the file delivery;

(3) The chain of stores of the chain shall be in a uniform structure and shall include all
and only the fields, as specified in the First Addition;

(4) The list of commodities and prices shall be in a uniform structure and shall include
all and all the fields, as specified in the Second Addition;

(5) The promotion file shall be in a uniform structure and shall include fields as
specified in the Third Addition.

(6) The promotional code shall be as specified in the Fourth Addition;

(7) The promotional data files will be in an XML format.

3. A large retailer will update the files on the website as follows:

(1) Every day on which a branch of a large retailer is opened. a large retailer shall
publish the file of goods and prices and the complete list of promotions, no later than
the opening hour of the store;

(2) no later than one hour from the date of update in the store's stores as stated in section
30 (a) of the Law, a large retailer will publish an update to the list of commodities and
prices and the promotions, including all updates that occurred on that day. This update
will include, inter alia, changes in the prices of commodities, including promotions, the
addition of records for new commodities and the removal of records of goods whose
sale has ceased;

4. A large retailer will allow access to advertising on the website in this manner:

(1) The files may be downloaded in XML, Excel, Gzip and Deflate format as well as
printing them;

(2) Every surfer will be able to retrieve any file on an ongoing basis; For this purpose,
sufficient capacity of computer resources will be provided for recording, storing, and
retrieving files;

(3) The availability of the website will be at least 99.5%.

5. A large retailer will keep the files, including their updating, for a period of three
months from the date of their publication.
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Figure 10: Monthly Effect on Price Level and Price Dispersion
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The omitted month is 07/14

The figure shows the monthly F.E. from two variants of Equations ?? and ?? in which the effect is estimated
for each and every month before and after the regulation went into effect. For each monthly estimate the
95% confidence interval is presented. The figure shows that the change in price dispersion occurred shortly
after the regulation became effective, and that the change in price levels materialized later, at the beginning
of 2016.
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