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Stantard," Columbia Law Review, 91: 1757-1792.
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Identifying Predatory Pricing Behavior:
An Empirical Study on Areeda-Turner Cost-Based Test

San, Gee; Chuang, Chuen-Fa; Ma, Tay-Cheng; Shieh, Ren-Horng

The Cost-Based-Test proposed by Areeda and Turner (1975) has
been widely used by the juridical case since 1970s. Any price below
AVC which is likely to cause the misallocation of the resources might
be considered to be predatory and an unlawfully attempt to monopolize
by the court. In order to justify the feasibility of the Cost-Based-Test,
this paper uses the data of The Survey on the Production Cost of the

Industry (1994) of MOEA to compute the AVC for each main products

in manufacturing industry in Taiwan. The evidence supports the Recoup-
ment Test proposed by the Judge Easterbrook and indicates that criteria
of the predatory pricing cannot be exclusively decided by if the price
is merely below AVC. We also have to consider if there is an entry
barrier which fabricates the anticipation of the predominant firm that
the loss caused by the predatory pricing practices could be recouped
by the monopoly rent in the future. If the entry barriers cannot sustain
an ever-lasting monopoly rent, the predominant firm could defend that
they do not have both the intention and the ability to monopolize the

market.



