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Research guestion

What are the welfare implications of legal
prohibitions on resale below cost In
concentrated food supply chains?



What counts as resale below cost?

Selling a product to
consumers below a
defined cost
benchmark; usually
the net invoice price
the retailer paid
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The current legal framework

Three overlapping EU approaches

1) Competition law - Art. 102 TFEU prohibits predatory pricing, but
only where dominance and a realistic prospect of recoupment can be
shown

2) National legislation - general or sector-specific prohibitions on
unfair competition and resale below cost (e.g. Italy, Spain, France)

3) UTP Directive - minimum B2B standards for food supply chains (no
explicit prohibition of resale below cost)



A patchwork of national prohibitions

Belgium
Croatia
Hungary

Italy

Romania
Spain

Purchase below production cost
Sale/purchase below production cost
Sale/purchase below production cost

Re-sale at a loss
Sale/purchase below production cost

Obligations to respect a certain price level
Re-sale at a loss
Sale/purchase below production cost

Re-sale at a loss

Obligations to respect a certain price level

Grey list
Black list
Black list

Black list

Black list
Black list



Enforcement in practice

o Defining “production cost”
o Scarce case law ("fear factor”)

o Transparency of costs of
production vs. commercially
sensitive data

o Regulatory approach (rather
a price check than complex
analysis)
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Economic evaluation of sales-below-cost
orohibitions

o Theoretical studies
o very diverse picture

o sales-below-cost laws can be beneficial or harmful for retailers, suppliers and/or
consumers in certain cases

o Model assumptions largely determine the outcome

o Empirical studies
o very small number of studies with partially controversial results
o mainly from the gasoline retail market

o positive effects: higher number of stores, lower concentration (= lower prices)

o negative effects: higher retail margins



Conclusions — cost of enforcement?

o Enforcement
o trade-off between enforceability and economic accuracy
o complex analyses are resource-intensive

o Effects are ambiguous (depend on market, product, and regulation)
o Mmarket diversity or lower prices?

o evidence-based policy rather than reactive responses to political pressure
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Thank youl!

Dr Magdalena Knapp
Mmknapp@wz.uw.edu.pl
University of Warsaw

Zombor Berezvai
zombor.berezvai@uni-
corvinus.hu
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