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Executive Certification in Competition Law and Litigation

Abuse of Dominance

Abuse of Dominance:

Abuse of Dominance, also known as monopolization or monopolistic practices, refers to the anticompetitive
behavior of a dominant firm in a market that harms competition and consumers. It involves using a firm's
market power to restrict competition, exclude rivals, or exploit consumers, thereby undermining the
efficiency and fairness of the market.

Key Terms and Vocabulary:

1. Dominant Firm:

A dominant firm is a market player that has a significant market share, allowing it to act independently of
competitors, customers, and suppliers. Dominant firms have the ability to influence market prices, set
barriers to entry, and control the market dynamics.

2. Market Power:

Market power refers to a firm's ability to influence prices, output, and market conditions. It allows a firm to
act independently of competitive forces and extract economic rents from consumers. Market power can be
derived from factors such as economies of scale, brand loyalty, or control over essential inputs.

3. Competition Law:

Competition law, also known as antitrust law, is a legal framework designed to promote competition and
prevent anticompetitive practices in markets. It aims to protect consumers, ensure efficient allocation of
resources, and foster innovation by regulating the behavior of firms with market power.

4. Anticompetitive Conduct:

Anticompetitive conduct refers to actions by firms that harm competition, reduce consumer welfare, or
distort market outcomes. Examples include price fixing, bid rigging, market sharing, and abuse of
dominance. Anticompetitive conduct is prohibited under competition law and can lead to fines, sanctions,
or legal action.

5. Predatory Pricing:

Predatory pricing is a strategy used by dominant firms to drive competitors out of the market by
temporarily setting prices below cost. This practice aims to eliminate rivals and establish monopoly power,
allowing the dominant firm to raise prices and recoup losses in the long run.

6. Exclusionary Practices:

Exclusionary practices are actions by dominant firms that aim to exclude or limit the entry and expansion of
competitors in the market. Examples include exclusive dealing, tying arrangements, and refusal to supply
essential inputs. These practices can harm competition and consumer choice.
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7. Essential Facilities Doctrine:

The essential facilities doctrine is a legal principle that requires dominant firms to provide access to
essential facilities or resources to competitors on fair and non-discriminatory terms. This doctrine aims to
prevent monopolistic control over critical infrastructure and promote competition in downstream markets.

8. Margin Squeeze:

Margin squeeze occurs when a dominant firm sets prices at the retail level below cost while charging high
prices at the wholesale level, squeezing the margins of competitors. This practice can harm competition,
limit consumer choice, and lead to higher prices for consumers.

9. Refusal to Deal:

Refusal to deal is a practice where a dominant firm refuses to supply essential goods or services to
competitors, customers, or suppliers. This conduct can be anticompetitive if it restricts competition, harms
consumer welfare, or forecloses access to the market for rivals.

10. Remedies for Abuse of Dominance:

Remedies for abuse of dominance aim to restore competition, protect consumers, and deter
anticompetitive behavior by dominant firms. Remedies may include fines, divestitures, behavioral remedies,
or structural changes to the market to promote competition and prevent future abuses.

Challenges in Enforcing Abuse of Dominance:

Enforcing abuse of dominance cases poses several challenges for competition authorities and courts. Some
of the key challenges include:

1. Market Definition:

Defining the relevant market is crucial in abuse of dominance cases to assess the firm's market power and
competitive effects. However, defining the market can be complex, especially in dynamic and evolving
markets with multiple products or services.

2. Proof of Harm:

Proving harm to competition and consumers from abusive conduct can be challenging, as it requires
demonstrating the effects of the firm's behavior on prices, output, innovation, and consumer choice.
Establishing causation and quantifying harm can be difficult in practice.

3. Legal Complexity:

Abuse of dominance cases involve complex legal and economic issues, requiring expertise in competition
law, economics, and industry dynamics. Legal proceedings may involve technical analyses, expert witnesses,
and lengthy investigations to assess the firm's conduct and competitive effects.

4. Remedial Action:

Designing effective remedies for abuse of dominance can be challenging, as remedies must be tailored to
address the specific anticompetitive conduct and restore competition in the market. Implementing remedies
may require ongoing monitoring, compliance, and enforcement to ensure effectiveness.
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5. International Cooperation:

Addressing abuse of dominance by multinational firms may require international cooperation among
competition authorities to coordinate investigations, share information, and enforce remedies across
jurisdictions. Cooperation can enhance the effectiveness of enforcement efforts and promote consistent
outcomes.

In conclusion, abuse of dominance is a critical issue in competition law that requires vigilant enforcement to
protect competition, consumers, and innovation. Understanding key terms and vocabulary related to abuse
of dominance, as well as the challenges in enforcing these cases, is essential for practitioners, policymakers,
and stakeholders in promoting competitive markets and fair competition. By addressing anticompetitive
behavior by dominant firms, competition authorities can enhance market efficiency, consumer welfare, and
economic growth for the benefit of society as a whole.
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