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The Application of the Robinson-Patman Act
Robinson-Patman Act was passed in 1936 to prevent unfair competition (Sokol, 2014). It requires businesses to sell its products at the same price regardless of who the buyer is and to prevent large volume buyers from gaining advantage of the small volume buyers. The law can be applied in a situation where a firm has discovered some essential cost information from a competitor in a specific geographic market. One can use the information to accurately estimate the break-even point in sales and the pricing point in the entire competition. However, break-even is an important tool that can help firms to know how many units to sell or how much sales to make in order to cover all the costs, but experience little or no profit or losses. 
Assuming that Max Corp is a retail business dealing with electronic products in Oregon, United States discovered that a Firm like Sony has been selling its products (TV sets) at a cost of $100 per set and that the variable cost which is the cost that vary in accordance with the numbers of units Sony has sold so far is $20 while its total fixed cost for November was $2,000, Max Corp can use this information to estimate the break-even point of the number of units it needs to sell in order to cover all the costs of running the business in Oregon. 
The formula to use in that case would be:
Fixed Costs
___________	= Break-even (units)
Contribution
So, the first thing to calculate would be the contribution margin or Gross Profit which is calculated as follows: Selling Price ($100)-Variable Cost ($20) = $80. Now, the break-even point will be:
Fixed Costs ($2,000)
___________	            = 25 Units 
     $80

The break-even in sales would be calculated as follows:
Sales Price per Unit ($100) * Break-Even Point in Units (25 Units) = $2,500

Max Corp needs to sell 25 Units of TV sets in order to reach its break-even point and cover all its fixed and variable costs. Anything it sells after 25 Units mark will go straight to the contribution margin. In this case, Robinson-Patman Act allows the company to set a new fixed price that can be slightly lower than that of Sony. The information used here could help Max Corp realize how close it is to covering fixed and variable costs. If it is far away from covering its costs, it could make a decision to slightly lower its price in order to increase sales. This could be a major reason as to why Robinson-Patman Act allows retail businesses to set new fixed prices which are slightly lower than that of larger business offering similar products in the same marketplace (Chen & Roma, 2011). While this is important to understand, it is also important to note that the primary purpose of Robinson-Patman Act is to prohibit businesses from discriminating against prices for similar goods (Sokol, 2014).  
Legal, Ethical, and Economic-Social Implications 
Some specific pricing issues may raise competition law concerns. As discussed earlier, competition laws such as Robinson-Patman Act were established to make sure that businesses are able to compete fairly and freely in a well functioning market. The law is particularly important in the retail sector where we are fully aware that things move quickly and new business models continue to emerge almost on a daily basis. New businesses may be tempted to set new prices for their products-prices that are lower than the market price. Dreschler (2009) argues that such an attempt has an ethical and economic-social implication in the marketplace. First, it is ethically wrong to reduce prices in order to attract more customers and perhaps pull share of business away from competitors. Thus, the law requires businesses to engage on fair competition rather than using business strategies that are intended to hurt the rivals or to gain the largest market share. 
Unfair competition also has some economic-social implications in the sense that if competitors engage in unfair practices, most of them may be forced to exit the market and this would eventually lead to monopoly. Monopoly would then attract consumer exploitation through high prices of the same products various companies were competing against. 
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