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Fortunately, the evidence is growing that, with appropriate resources and training, developing countries can take steps to deal effectively with anticompetitive practices that affect their consumers. A recent comparative study of the role of competition policy in Africa and South Asia initiated by the Consumer Unity and Trust Society with participation by numerous outside researchers found important parallels between the experiences of developing and transition economies (Consumer Unity and Trust Society 2003). The countries studied were India, Sri Lanka, Pakistan, Zambia, Kenya, Tanzania and South Africa, all of which have taken steps to reduce protectionism, reliance on state-owned enterprises and bureaucratic control of the private sector and have seen fit to implement competition laws in one form or another. In addition, in a few cases, advanced developing countries such as Mexico, Brazil and Korea have initiated successful enforcement actions in relation to international cartels (Working Group on the Interaction between Trade and Competition Policy 2003a; Hur 2002; Mexico 2002).  Moreover, evidence regarding the implementation of competition policy as tool of economic transformation in Central and Eastern Europe suggests that in the majority of countries in that region competition law provisions (in particular, provisions relating to abuses of a dominant position) have not, contrary to concerns expressed by some Western analysts at the time the laws were enacted, been over-used or used in ways that are counter-productive (see Pittman 2004).


Work in the WTO working group in addition to other venues has highlighted the need for a pragmatic approach to the introduction of competition policies in developing countries, focusing on the most blatantly harmful practices and avoiding overly elaborate institutional structures. The inappropriateness of a one-size-fits-all approach and the necessity of adapting competition policy to the economic circumstances and institutional endowments of individual countries have been repeatedly stressed, including by the proponents of a WTO agreement in this area (WTO Working Group on the Interaction between Trade and Competition Policy 2001, paragraph 15; WTO Working Group on the Interaction between Trade and Competition Policy 2003b, paragraph 16). Under one possible approach discussed in the working group, a national competition authority would first focus on the suppression of horizontal cartels (the most unambiguously harmful type of enterprise practice) and on basic competition advocacy activities relating to essential market reforms. After gaining adequate experience in these areas, it would then take on additional responsibilities for matters such as merger review and anticompetitive vertical restraints. In the last stage, it would take on more sweeping responsibilities for competition advocacy activities relating to all aspects of the interplay between competition policy and regulation (WTO Working Group on the Interaction between Trade and Competition Policy 1998, paragraph 51). Noteworthy here are both the non-insistence on immediate adoption of comprehensive competition laws and the emphasis placed on the advocacy function (for elaboration, see below).

...


Beyond the perceived potential for intrusion on developing countries' policy space, a further concern of some such countries involves the direct costs of setting up and operating a national competition agency.  This matter was also addressed in the study prepared for the Working Group in 2003.  The study suggested that the direct operating costs of national competition agencies in developing countries appear to be smaller than has been feared and, in any case, pale in comparison to the potential benefits.  For example, data assembled by the Consumer Unity and Trust Society indicate that the annual budget of competition enforcement agencies in seven countries, namely India, Kenya, Pakistan, South Africa, Sri Lanka, Tanzania and Zambia, in the year 2000 was in all cases less than 0.06 % of the total budget for the central government – i.e., less than one thousandth of the total government budget (in several cases, much less) (Consumer Unity and Trust Society (2003), table 7, p. 54; reprinted in WTO Working Group on the Interaction between Trade and Competition Policy (2003a), p. 64).
    Clarke and Evenett (2003) estimate that the resource saving that would be generated by only a 1% reduction of bid rigging on government contracts would be greater than the operating budget of the competition agency in these countries, in most cases by a factor of several times over (Clarke and Evenett 2003, p. 127).

__________

� This is not to suggest that funding for the competition agency in these countries was necessarily optimal.












