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Introduction

• Consumer demand: the one-stop retail trap

• Suppliers’ access to the market: the retail 
competitive bottleneck

• A market failure with 1 winner and 2 losers

• A competition law & economics failure?

• Questions
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The one stop trap

• Shoppers are faced with:
– Local monopolies/oligopolies

– Supermarket lock-in

– In-store distortion of consumer choice
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Local monopolies

• Market concentration

• Transparency (price parallelism)

• Entry & expansion barriers
– Legal (urban planning)

– Economic (scale & density economics)

– Strategic (land/outlet pre-emption)
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Market concentration
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Household
purchases

Source: Nielsen Homescan
Fast Moving Consumer Goods Market Share



Transparency
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Source: Presentación netquest, “Let’s talk about Retail”, disponible en Slideshare
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Source: Presentación netquest, “Let’s talk about Retail”, disponible en Slideshare

Transparency
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Source: Presentación netquest, “Let’s talk about Retail”, disponible en Slideshare

Transparency



Consumer lock-in

• Single-homed customers 
– Proximity is the main driver!

– High loyalty to the shop (100% budget)

– Information asymmetry
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Consumer lock-in
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Source : MARM, Observatorio del consumo y la distribución  alimentaria, Informe 2010



Consumer lock-in
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Source : Bustos & González, Papel del formato comercial en la lealtad del consumidor, ICE nº 828, 2006. 



Consumer lock-in
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Source : MARM, OBSERVATORIO DEL CONSUMO Y LA DISTRIBUCION  ALIMENTARIA, FEBRERO 2010



In-store distortion of free choice

• In-store competition is KEY

• Retailers distort competition: Discriminatory shelf-positioning, 
Copycat, Artificial price gaps, Switch marketing… 
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Discriminatory shelf-positioning 

Source : MARM, OBSERVATORIO DEL CONSUMO Y LA DISTRIBUCION  ALIMENTARIA, FEBRERO 2010



Copycats
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Artificial price gaps

Spanish Competition Authority, Decision “Gran Distribución Galicia”

+0.045 €

+0.105 €

+0.17 €

+0.32 €

+0.333 €



The competitive bottleneck

• If suppliers want to operate efficiently, they 
must reach all consumers

• In order to reach all consumers they must 
ensure access to all retailers (multi-home)

• Each retailer is a gatekeeper to its single-
homed customers

• The one stop trap enables retailers to deny 
access to suppliers or degrade it   
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Weighted average distribution in month 12 (IRI 2006)

SPAIN IS THE COUNTRY WHERE 
MARKET ACCESS IS MORE DIFFICULT 

Source: SymphonyIRI Group

Access denial
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Average weighted distribution of best launched per country (2006)

Source: SymphonyIRI Group, Estudio Lanzamientos Europeos 2006

Pico de DP
en España 50% 
en p12 en 2006

Access denial
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• Launch of new frood product only achieves 50-55% retail distribution, limited to
25% in large supermarkets

Source: IRI Infoscan
Base multicategoría MPG

Access denial 



Access surcharges
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Buying 
alliances

Large retailers

Own 
labels

Third 
labels

[Listing fees and other 
payments: 10%, 20%, 30%, 

40%?][MIF: 1-3%]

Source: Eurocommerce



In/Inter-store distortion of 
competition

• Confidential information, copycats

• Retailers’ standard terms of contract

• Discriminatory shelf-positioning

• Artificial price gaps

• Payment terms…
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Source : “Mercadona, Análisis de una propuesta de inversión”, Francisco Fernández Reguero
, 17.10.2010, disponible en Slideshare.

Virtuous growth circle

1987 2007 2009 2010

423 13.000 14.400 16.000

Mercadona sales (milion euros)



Market failure

• 1 winner: large retailers (increased revenues, 
value and profits)

• 2 losers: consumers and suppliers (free 
choice, one stop efficiency, innovation, quality, 
prices) 

• Ultimate market failure: anticompetitive 
vertical integration (post-Chicago economics) 
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Grand Total                   1.407    1.694  429   1.962 874   199 1.116    8797

Source: The impact of private labels on the competitiveness of the European food supply chain (DG Enterprise, 2011)

Effects on innovation
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Effects on innovation
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Effects on economy



Effects on prices
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Source: Observatorio de precio, 1T 2011, MiTC



Effects on consumer choice

Own label market share (value)
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44

2009 2010
Source: IRI InfoScan



Competition economics failure?
• Competitive bottlenecks in two-sided markets:

– Even perfectly competitive supermarket/consumer (single-home) markets may 
lead to socially inefficient supplier (multi-home) markets

– If supermarkets enjoy market power, then both consumer and supplier 
markets operate inefficiently 

– In some instances, regulation may be necessary along with competition rules
– Sources: Vannini, “Bargaining and two-sided markets: the case of Global 

Distribution Systems (GDS) in Travelport’s acquisition of Worldspan”, 
Competition Newsletter 2/08;  Roundtable on two-sided markets, Note by the 
Delegation of the European Commission, OECD, 2009; Armstrong, 
“Competition in Two-sided platforms”, Rand Journal of Economics, 2006; Bolt 
and Tieman, "Social Welfare and Cost Recovery in Two-sided platforms”, 
Review of Network Economics 

• Anti-competitive Vertical integration (post-Chicago economics):
– Foreclosure/raising rivals’ costs
– Upstream & downstream collusion (e.g., Outlet effect v. Punishment effect, 

Reaction effect, lack of commitment effect)
– Sources: Salop & Scheffman, 1987; Ordover, Saloner & Salop, 1990; Riordan & 

Salop, 1995; Chen, 2001; Nocke & White, 2005; Normann, 2008  
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Competition law failure?

• Mainstream: no competition law issue 
• Emerging trend: no competition law but regulatory 

issue (UE?, Portugal?)
• Exception: UK Groceries Report (complex monopoly)

– Is the CC wrong and the GSCOP is distorting competition?
– Is the ROW idle while competition is being distorted?  

• Competition law is not up to the task or is it a mindset 
problem? Compare with credit cards, 
interconnection/roaming agreements, mandatory 
access to mobile networks…   
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Competition law failure?

• Market definition
– Reconcile with consumer surveys and econometric analysis

• Market power/dominance
– Reconcile with market reality, two-sided market analysis 

(competitive bottlenecks) and FMCG mergers (countervailing 
power)

• Consumer harm/remedies
– One-way supply agreements between competitors (Horizontal 

Guidelines): >15% market share, Article 101(3) conditions
– Single dominance in local markets: non-abusive access and in-

store practices
– Networks of agreements (Vertical Guidelines, single brand): 30% 

(1 company), 40% (+1 company) thresholds 
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Questions

• Does the data shown here reveal a market 
failure?

• If not, what else is needed?

• If yes, 

– Can competition law fix this market failure? 
How?

– Is regulation better suited to address this 
type of market failure?
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Thanks for your time and attention!
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