


 Tnuva produces all types of dairy products (hard 
cheese, soft and cottage cheese, cream, yogurts, butter, 
milk, etc.).

 Typical multi-product factor; Raw milk is the primary 
input (~50%).

 High market shares for most of the products.

 Reasonable and even low profitability from all dairy 
products:

2

Profitability of Tnuva

2014201320122011

4,6734,8604,6964,562Revenues (mil. NIS)

475478479447Operating profit  (mil. NIS)

10.20%9.80%10.20%9.80%Operating profit  %



 Low profitability compared to other dairies:

 Margins are higher for some products and lower for 
others (“Ramsey pricing?”)

 Class actions against Tnuva in the higher margin's 
products. The hard cheese case is one of these (also 
cottage, soft cheese, cream and more)
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Profitability of Tnuva

2014201320122011

16.10%16.20%16.10%16.60%Kraft Foods (Cheese)

16.10%15.20%15.60%13.70%Nestle (dairy and ice creams)

11.10%11.80%12.00%13.20%Saputo (dairy)

9.30%10.30%12.10%13.10%Danone (dairy)

10.20%9.80%10.20%9.80%Tnuve



 Sliced from a block in the deli

 Sliced and packed in a simple plastic package. ("semi-
deli cheese"). 
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Tnuva sells the same hard cheese in 4 
brands and 3 forms of packages:



 Sliced and packed in a box with parchment paper 
between the slices. 
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Tnuva sells the same hard cheese in 4 
brands and 3 forms of packages:



 The regulated price for hard cheese is not a good 
benchmark for ‘competitive price’:

 In the relevant period, the price regulator set a cap on 
the profitability from the basket of the regulated 
products (so actually allowed some level of Ramsey 
pricing)

 The price regulator determines regulated prices based 
on the cost test. Spiegel’s analysis is supply-side analysis 
only, with no consideration of demand-side, and 
possible efficient price discrimination between different 
types of packages.
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Main arguments against Spiegel's 
benchmark 



 Tnuva produces and sell almost all types of dairy 
products. It is a multi-product company with common 
infrastructure and fixed cost. What profitability data is 
relevant?

 From each brand in each package separately ” (high, 
according to Spiegel).

 From all sliced packaged hard cheese (the “relevant 
market”) (high, according to Spiegel).

 From all hard cheese products (low).

 From all dairy products (low)?
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What profitability is relevant to the 
price-cost test?



 Most of the sliced cheese were sold in supermarkets 
that have deli. So, the consumer could choose in the 
shop whether to buy the hard cheese in the deli, where 
it will be sliced for him, or take the pre-sliced cheese 
from the shelves.

 The fact is that some consumers chose to buy the more 
expensive pre-sliced cheese. From this, we can 
conclude that this package gives the consumers a 
better "economic value." The price charged should not 
be considered "unfair."
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"Economic value" of sliced cheese



 If you use only price/cost test, you will base the decision on 
some arbitrary "reasonable" margin. 

 Motta and de Streel suggested a three conditions screening 
test for using excessive pricing actions: 1. high and non-
transitory entry barriers leading to a super dominant 
position; 2. the super dominance position is due to 
current/past exclusive/special rights or to un-condemned 
past exclusionary anticompetitive practices; 3. no sector-
specific regulator has jurisdiction to solve the matter.
 Motta, Massimo and Alexandre de Streel (2007) "Excessive Pricing in Competition Law: Never say 

never?
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Excessiveness and unfairness of price should not be 
based solely on price to cost ratio



 Relevant market is defined based on SSNIP test.

 In this case, the argument is that sliced cheese is a relevant 
market. Other hard cheese packages are not in the market.

 It only means that the other packages could not prevent the 
monopoly from SSNIP.

 But SSNIP should not be the standard in Excessive Pricing 
cases.

 Shouldn’t we add a broader range of products, with lower 
demand substitution elasticity in the relevant market in 
these cases?
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Relevant market
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Potash

10 bis commissions
Cottage cheese

White cheese

Cooking and Baking Cream

Cigarettes

Popcorn in cinema

Dairy delicacies

Cocoa powder

Coca Cola

Instant coffee
Gillette Razors

Baked flakes

Infant formula Sliced hard cheese

Butter

Sour cream

LNG

Green TeaMargarine

Flight tickets to Mumbay

Airport duty free items

Hard cheese

Vending machines items in train stations

Phosphoric fertilizer11

Frozen vegetables

Coca ColaZero



 In the past five years alone almost Forty such cases 
have been brought, regarding prices across many 
diverse markets, including margarine, cottage cheese, 
Gillette razors, popcorn in cinemas, hard cheese, duty-
free items at the airport, cocoa powder, and coca-cola. 
These are very specific- and not necessarily highly 
important- markets. As a result, Israeli courts might 
become a special type of price regulator. A price 
regulator that does not have the discretion to choose 
the regulated products, and must deal with all kind of 
products. 
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Jan. 2019 – Cocoa and Cola
 Two district court decisions by Justice Grosskopf

 Parallel forces 

(certification)
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Market Power

Price – cost gap

Certification


