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The Competitive Mechanism and Legal Regulation of the Lowest Price Agreement

Dominated by the Live Streaming E-commerce Retailer

Feng Bo LiuLong
(School of Law, Tianjin University of Finance and Economics, Tianjin 300222, P.R.China)

Abstract: The live streaming e-commerce retailer refers to the type of e-commerce that uses real-
time audio and video communication technologies to display, introduce, explain, and promote
products or services to consumers. Chinese live streaming e-commerce market has been developing
rapidly, and a number of top live streaming e-commerce retailers with high attention have emerged.
In the live streaming e-commerce market, some consumers obtain product information through the
top e-commerce retailers, but “skip orders” to buy goods from traditional e-commerce retailers with
lower product prices, which constitutes the behavior of “free riding”. By signing the lowest price
agreement with the supplier, the top live streaming e-commerce retailer prevents the traditional e-
commerce downstream of the supplier from selling the same product at a lower price than this top live
streaming e-commerce retailer, thereby preventing consumers from jumping orders to the traditional
e-commerce retailer. On the one hand, the lowest price agreement led by the top live streaming e-

commerce retailer prevents consumers from skipping orders, which is conducive to maintaining
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market transaction order. On the other hand, it restricts the freedom of competitors “traditional e-
commerce retailer” to set product transaction prices, which is suspected of constituting a monopoly.
However, the impact of the top live streaming e-commerce retailer’ s lowest price agreement on
market efficiency is not clear.

This paper constructs a theoretical model covering three stages of the game through the
upstream and downstream of the sales chain, and conducts a normative analysis of the competition
mechanism and legal regulation of the top live streaming e-commerce retailer’s lowest price agreement.
The study finds that under ordinary distribution agreements, the top live streaming e-commerce
retailer and traditional e-commerce retailer compete in the two dimensions of product transaction
price and consumer transaction cost, forming a market equilibrium characterized by “channel price
difference and consumer skipping orders”. Under the lowest price agreement, the top live streaming
e-commerce retailer and traditional e-commerce retailer only compete around consumer transaction
costs, forming a market equilibrium characterized by “zero price difference in channels and consumers
not skipping orders”. Comparative static analysis shows that the impact of the top live streaming
e-commerce retailer’s lowest price agreement on consumer welfare and total social welfare is dual.

Therefore, the regulatory authorities should not employ a “one-size-fits-all” approach to
prohibit the top live streaming e-commerce retailer’ s lowest price agreement. Instead, they should
adhere to the two-step method of “determining illegality + selection of regulatory path”. First, the
principle of “reasonable presumption” is to be applied to determine whether the top live streaming
e-commerce retailer’ s lowest price agreement violates the Anti-monopoly Law of the People’ s
Republic of China. This determination is to be made based on the impact of the top live streaming
e-commerce retailer’s lowest price agreement on consumer welfare and the overall welfare of society.
Subsequently, the regulatory path of hub-and-spoke agreements, vertical monopoly agreements,
horizontal monopoly agreements, or abuse of market dominance is selected, contingent upon the
impact of live e-commerce retailers’ e-commerce lowest price agreements on supplier and traditional
e-commerce profit.

Keywords: Live streaming e-commerce retailer; LLowest price agreement; Skip orders; Transaction

costs; Anti-monopoly
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