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Research Question and Context

Central question

Should retailers be prohibited from reselling food products below procurement
cost?

The paper studies a policy tension in food supply chains:

low retail prices may benefit consumers in the short run;
below-cost pricing may also reflect buyer power, supplier pressure, or threats
to market diversity.

The institutional background is the EU framework on unfair trading practices
and the divergent national approaches across Member States.

The paper asks whether resale-below-cost rules improve or reduce welfare.
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What the Paper Does

Two-part contribution

The paper combines legal-institutional analysis with a review of economic
evidence.

It maps how resale-below-cost prohibitions are treated in EU Member States.

It distinguishes resale-below-cost regulation from standard predatory pricing
analysis.

It reviews theoretical mechanisms in the literature: loss leaders, rebates,
one-stop shopping, retail concentration, and vertical bargaining.

It summarizes empirical findings, mainly from grocery and gasoline retail
markets.
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Main Conclusions

The welfare effect of resale-below-cost regulation is ambiguous.

In some settings, such rules may reduce market concentration and support
market entry.

In other settings, they may raise retail margins, soften competition, and
protect inefficient operators.

The outcome depends on market structure, product characteristics, buyer
power, and regulatory design.

Meaningful enforcement is costly because authorities must distinguish
harmful below-cost selling from legitimate price competition.

Policy message

Resale-below-cost rules should not be treated as a one-size-fits-all solution. Their
desirability depends on the economic mechanism behind the low price.
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Highlights of the Paper

The paper addresses a highly relevant policy issue at the intersection of
competition law, food supply-chain regulation, and consumer welfare.

It gives a clear account of why short-run consumer benefits may conflict with
long-run concerns about concentration and supplier protection.

It is valuable in bringing together fragmented legal approaches and mixed
economic findings.

The paper’s balanced conclusion is useful for policy debate: regulation may
help in some market environments, but it can also distort competition if
applied mechanically.
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A Natural Extension: A Vertical Model

Proposed direction

Place resale-below-cost pricing in a vertical model with upstream suppliers,
downstream retailers, and consumers.

Efficiency-based low pricing

Lower retail cost or better logistics

Temporary promotion or
loss-leading

Consumer traffic and basket effects

No systematic upstream cost
shifting

Buyer-power-based low pricing

Strong retailer bargaining power

Cost shifted to weak suppliers

Lower supplier margins or
investment

Long-run risks to variety and entry

Regulatory implication

Regulation is most justified when below-cost pricing is linked to buyer power,
weak supplier outside options, low transparency in contracts, and long-run risks to
competition or product variety.
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Thank You
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