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COMPETITION POLICY AND RESTRUCTURING IN ASIAN DEVELOPING COUNTRIES
By Pradeep S Mehta, Nitya Nanda and Alice Pham

In the past, most developing countries of the Asian region were colonized by Western powers and they got their independence around the beginning of the second half of the twentieth century. The post-colonial economic policy in most of these countries has been characterized by command and control type economy with large state-owned sectors. Some countries even adopted a policy, which relied upon a wholly centrally planned economy. Domestic markets were also insulated from foreign competition by high trade barriers and foreign investment was almost a taboo. This resulted in highly concentrated industries and inefficient firms operating in domestic markets in most of these countries. Realizing the inappropriateness of the policies followed, most  countries adopted reforms, encompassing new policies of trade liberalisation, de-regulation and privatisation. However, while some countries started changing their policy regimes as early as in 1960s, others were quite late and some of them joined the bandwagon as late as in 1990s. 

While these processes are taking place and the countries are restructuring their state-dominated economies into market economies, new challenges arise from these processes. Developing countries are looking for new instruments to control and strengthen the functioning of market forces to cater to their own specific development needs. More and more developing countries recognise the importance of implementing an effective competition policy and law, to achieve maximum benefits from the process of restructuring. There has been a growing recognition of the need to develop a comprehensive legal framework to deal with the anti-competitive practices of firms in order to achieve their developmental goals. “Competition policy” discussed here as a broad term including all policies meant to foster competition, or contestability (potential competition) in a market, ranging from a liberalised trade regime, relaxed foreign investment and ownership requirements, to deregulation and privatisation programmes, etc as well as competition or antitrust law
.

The main objective of competition policy and law is to preserve and promote competition as a means to ensure the efficient allocation of resources in an economy. This should result in growth, equitable distribution, and the lowest prices and adequate supplies to consumers. While, restructuring is the process of reconfiguring the structure of an organisation/a firm/an economy, etc, in order to attain greater efficiency. Hunya (1997)
 considers “restructuring” to include “all policy measures and economic processes, which increase efficiency of an economy and a company, including its international competitiveness”. From this perspective, a country’s national competition policy has a great bearing on the relative success of that country’s restructuring programme. Indeed, for a developing economy handicapped by resource constraints, efficient allocation of resources is absolutely essential to make optimum utilisation of limited resources.
 

As the economies undergo a restructuring process, there are key structural changes, which can be identified as follows:

· Change in the ownership structure of majority of firms in the economy: a greater share for the private sector - through entry of new firms as well as the privatisation process - and lesser dominance by state-owned enterprises (SOEs). 

· Greater foreign participation into more sectors in the economy, as the foreign investment regime is relaxed. 

· A higher and faster consolidation process within each industry as firms turn to mergers, acquisitions, takeovers, joint-ventures, etc as a strategy to achieve economies of scale and scope, make use of various competitive advantages and generate higher market shares.

· A shift in the composition of GDP – Relative share of agricultural sector declines while that of non-agricultural ones (industry and services) increases. 

· As more focus is given to trade, the share of international trade (both exports and imports) in the GDP keeps growing.

All of these changes have significant implications for growth and economic development as well as poverty reduction. The issue assumes additional significance in the context of the Asian region as out of the 1.2 billion poor people of the world who live on less than a dollar a day; about 800 million live in this region only.
 Hence the reduction in global poverty will depend much on what happens to economic development, which encompasses the restructuring process in this region.

Privatisation and Declining Dominance of State-owned Enterprises

At present most of these countries are going through a spate of privatisation and deregulation. Many of the state-owned enterprises are enjoying monopoly power in the market. In such a situation privatisation without competition policy with adequate regulatory mechanism will mean transfer of monopoly power from the public sector to the private sector. This can harm the interests of consumers, especially the poor. 
The Pakistani government, when recently decided to sell up to 26% stake in the listed PTCL – Pakistan Telecommunication Company Limited – where it owns 88% of the equity, has indicated a plan to split the company into three separate entities. According to the Pakistani minister for privatisation and investment, this is necessary to avoid a situation of the public monopoly going into the hands of the private sector (through voting rights on the PTCL shares for sale, the new buyer gets management control), especially in an environment where the government regulator may not have the capacity of dealing with the private monopoly. The minister said that a division of the telecom company before its sale is an essential part of the Pakistan government’s strategy to increase competition in the sector and prevent a single private company from cornering a deregulated telecom market. According to analysts, the move will prevent the creation of a private telecom monopoly after privatisation, but the process could now be delayed, as the restructuring would need to separate the local and overseas calls and cellular operations
. 
Besides, the privatisation process itself is often derailed due to the inability of creating an effective regulatory framework. The issue was raised to halt the disinvestment of two State-owned oil companies in India - Hindustan Petroleum Corporation Ltd (HPCL) and Bharat Petroleum Corporation Ltd (BPCL).Others felt that had there been an effective regulatory regime, the process of privatisation would have been much smoother
. 
On the same note, the business and production activities of SOEs undergoing restructuring in Vietnam have also faced difficulties/discriminatory treatment due to the incorrect understanding of relevant agencies on their status. This was identified as one of the reasons why the restructuring programme reported “very slow” progress. Whereas the SOEs had previously got high and easy access to loans from banks which used to be granted with a preferential interest rate without any mortgages, it is very difficult to get the same now that they are transformed into one-member limited liability companies. Similar things happened with privatised SOEs. To top it up, after being restructured/privatised, the enterprises were regulated under a totally different set of legal provisions (usually with less favourable treatment), which is confusing and likely to create mistrust and doubts. Generally, the business legal framework in Vietnam needs to be revisited, streamlined and improved, with a view to creating a competitive environment and a level playing field for enterprises of all types before either restructuring or privatisation pace can really pick up.          
Though the state is withdrawing from economic activities in many developing countries, the state sector remains dominant in many areas and thus creates entry barriers. For example, despite the private mobile phone operators playing a major role in providing connectivity especially in rural areas, majority of the mobile subscribers in Bangladesh do not have access to the fixed line network provided by the state-owned telecom giant.
 
A similar situation happens in Vietnam, also a developing country, without, but in the process of developing a formal national competition policy and law for market development. Until 1997 the Vietnam Post and Telecommunication (VNPT) performed both the roles of telecom policy maker and operator of telecom networks and services. With efforts to follow the institutional model used in competitive telecom sector, the General Department of Post and Telecommunications (GDPT), and since 2002 the Ministry of Post and Telematics (MPT), was established by hiving off the policy and regulatory functions within VNPT. 

The MPT now plays the role of State regulator while VNPT is the incumbent operator providing both telecom networks and services in Vietnam. However, unlike the best practice model of regulatory agency, MPT is not truly a “separate regulator” as it is still involved in the management of VNPT in its role as representative of state in the VNPT, especially through appointments of senior personnel. It is a matter of fact that the leading staff of MPT have been previously working at VNPT and close personal relations between both sides are understandable. The lack of clear distinction and separation between the State regulatory policy on one side and the ownership in SOEs and operational business functions on the other side has greatly limited the role of the regulator in promoting competition in telecom markets
. In practice, cases have been reported where anticompetitive decisions were taken by the MPT giving VNPT de facto competitive edge against private sector market players, including circumstances where consumer welfare gains in the form of price reduction have been ignored. Hopefully, the upcoming enactment of a competition law in the country might help to resolve similar problems
.  
By removing entry barriers, competition policy helps create an enabling environment for entrepreneurial development, an essential prerequisite for a vibrant economy with employment generating growth. Competition enables consumer’s access to basic needs at reasonable prices. 

Moreover, even though the state withdraws from the economic sphere leaving the space for the private players, at times, private players do not respond and the gap created can be quite harmful for the economy. If the affected sectors are crucial infrastructure sectors, the problems are compounded. Often, the private players do not respond due to lack of appropriate regulatory institutions and regulatory uncertainties. This has already been recognized as a crucial area particularly in India. 

For example, Enron, which set up a power plant in India, negotiated a power purchasing agreement with the Government that guaranteed outrageously high rates. There are allegations that side payments were made in the deal. The allegations of side payments are not authenticated, but one may wonder if charging such a high rate may not amount to exploitation of consumers. Obviously, the deal created a lot of controversy and a spat between Enron and the Government, vitiating the entire business environment, particularly in the power sector, making private investors shy of stepping into it. Moreso it also reinforced the public sentiments against FDI, which is quite high in India. Such a situation could probably have been avoided, had there been an effective regulator.

FDI and Competition Policy

A synergy link is also observed to exist between investment liberalisation and the effective application of competition policy. An effective competition policy does not only remove obstacles to entry, but can also facilitate foreign investment flows by providing a predictable legal and regulatory environment that reduces the scope of arbitrary decision-making. Regulation of business practices of investors through competition law is less restrictive and distortive than other policy instruments can be. 
A counter-case can be seen in the cement sector in Vietnam, where exists a high level of concentration and dominance by State-owned enterprises (most prominently the Vietnam Cement General Corporation), with market entry heavily regulated. While VNCC has a clear predominant position in the cement market, its position is based not only on the market share of 51.2%, but also on the much more better developed network of filiales and subcontracted distributors, shops in the major cities, as well as the special relation with the Ministry of Construction. To enter the market, domestic investors have to apply for a license with the Ministry of Construction (MOC), while a foreign investor’s entry is licensed by the Ministry of Planning and Investment or its Provincial Departments. The latter have to reach an agreement (equivalent to another type of license) of the MOC for the licensing process. From 2000 until now, several new project proposals from foreign investors to expand existing capacities or establishing new factories have been not licensed because of the MOC’s dilly dallying, (due to an unjust policy to maintain the dominant position of its protégé VNCC?). Interestingly enough, the master plan for cement development of Vietnam has been drafted in close cooperation with VNCC. According to this master plan, all investment projects on cement not supported by VNCC have been delayed until after the invested projects of VNCC have been completed
. Vietnam’s Law on Foreign Direct Investment, though assessed to be rather liberal and attractive, is of no use and ignored in this case, due to the absence of an effective policy and law on competition.   
On the other hand, foreign direct investment can serve to increase competition in local markets, particularly in investments of the greenfield type. The takeover and rejuvenation of local enterprises can also have such effects. However, there is a possibility that over time such takeovers may make the markets increasingly concentrated and become characterised by one or a small number of dominant players.
 This is particularly alarming in the context of small economies, where, due to the very small size of the domestic markets, a singly large FDI project can have a potentially substantial impact on the entire economy. Mehta and Nanda (2003) cite the takeover of a well-established brand Indian cola drink, Thumbs Up, by Coca Cola in India as one example of such a phenomenon, which they argue, came at a very high cost in terms of a substantial lessening of competition in the market.
 In Lao PDR, a small economy in which CUTS is conducting a two-year advocacy and capacity building programme on competition policy and law (together with five other countries under the 7Up2 project), there is a high degree of integration between FDI inflows and the privatisation programme for state-owned enterprises, with a number of “flagship” former state-owned dominant enterprises having been divested to strategic foreign investors
. Though no anticompetitive behaviour has been observed, there is no guarantee that there will be none in the future if this oligopolistic situation continues. 
In the Philippines, after deregulation and privatisation during the 1990s, the local cement industry saw cement prices go down when the effects of the Asian crises began to be felt. A subsequent wave of consolidation resulted in large foreign cement manufacturers buying up local producers, acquiring some 80% of industry capacity in the process. Thereafter, prices started to increase even though the domestic demand for cement was still weak. Some local observers attributed these price increases to a pricing behaviour inconsistent with competitive principles
. This suggests that proper application of competition policy or law can be vital for ensuring that the potential benefits of FDI for a host country are maximised.   
From a narrow national market perspective a cross-border acquisition may seem to have no effect on competition. But if the acquirer has been a major exporter to the country then the acquisition may lead to lessening of effective competition in the market. Such acquisitions may be aimed at regional or global consolidation by the TNCs concerned.
The case of the cement industry in India on the other hand, demonstrates that FDI can also be good for competition.  Some major international players such as Lafarge, Italcementi and Cemex have made their foray into Indian market through the M&A route which has prima facie reduced the potential for any collusive practices in this sector. Thus it is believed that the entry of the foreign players has augured well for competition in the cement market, at least for the time being, as it has reduced the potential for any anti-competitive practices that may have previously taken place or now take place.  

In the case of cement industry, the FDI entered through M&A route, which means that the enhanced competition occurred not because there were more competitors now but because the foreign players were not willing play ball with the domestic competitors who have been operating as cartel since long. It is then natural to think that FDI will be even better for competition if it entered with greenfield investment. Indeed this has been the case in the car industry in several countries including India, South Africa and Brazil where foreign car manufacturers came with new technology and plants. This led to availability of better cars at competitive prices.

Increasing Consolidation

The trend towards consolidation is often viewed as a positive development for several reasons. First, concentration of small companies in the hands of financially strong manufacturers is often favourable for focussing on long-term vision and allows for improved operating conditions for the entire industry. Second, the financial strength of these bigger companies would help in rescuing assets that are on the verge of becoming, or have already become, non performing assets in the books of financial institutions.

In China, during the late 1990s and especially since the country’s accession into the WTO in 2002, the process of consolidation has been overwhelming the whole economy (See Table 1), driven by such forces as the pursuit of industrial policy by the government and its newly adopted measures to attract FDI, restructuring process in certain sectors as a result of excessive capacity and “ruinous competition”, as well as reorganisation among domestic players in preparation to meet with the massive entry of transnational companies (TNCs) following WTO accession.
Consolidation has been used as a means to reform SOEs (through absorbing and transforming the loss-making SOEs) and to enhance international competitiveness of domestic enterprises (through establishment of large conglomerates to reap economies of scale and to be able to compete with TNCs both domestically and in international markets). Not surprisingly, a huge number of large-scale M&As that took place in China recently was government managed
.  
Table 1. Mergers and acquisitions of listed companies in China
 (2002)
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Source: China Mergers and Acquisitions Yearbook 2003







Besides, adjustment of Chinese industrie to market forces has also been one of the causes for this spate of consolidation as well. First, consolidation has been taking place in some industries that have experienced “ruinous competition”. For example, the electronic appliances sector is one of the industries, which first opened up to international competition. Starting in the mid 1990s, several rounds of price wars occurred in markets for colour TVs, microwave ovens, and refrigerators. As a result, winners have been taking over low-performance players. Big players such as household appliances giant Haier, colour TVs makers: TCL and Konka, are among the most active acquirers. Secondly, consolidation in China is also driven by the desire to achieve scale efficiency, which was absent in the past due to market fragmentation and low industrial concentration.       

However, consolidation has negative aspects as well. Since majority of the market share is in the hands of a few large companies, they can come together and collude, leading to a decline in competition. While high market concentration does not necessarily imply a lack of competition or contestability, high concentration and a large market share may make it easier for firms to undertake anti-competitive practices (UNCTAD 1997)
, especially where entry barriers exist through brand dominance; intensive and extensive advertising; high investments; control over distribution systems etc.  Where this happens, the lack of competition law, or of merger review provisions in competition law, can reduce the investor-friendliness of the environment by allowing concentration to rise.  It may also make it more difficult for domestic entrepreneurs in developing countries to succeed.
In Korea, where the government had actively supported the rise and expansion of big firms (chaebols), which are able to compete in international markets, high and growing concentration ratios were reported
. Over time, it appears that the costs of creating such a stable of large firms have become increasingly evident. It is said that these large firms used their market power at home to frustrate entry by rivals, to raise prices, and to resist the enactment and enforcement of competition laws that could have put a stop to these adverse outcomes. These points have been made with some force in a submission by Korea to the WTO Working Group on the Interaction between Trade and Competition Policy in 2001
. Korea notes that: 

"Korea's experience demonstrates that it is better to introduce a competition regime at the initial stage of economic growth, when monopolies have not yet gained political and economic power.  Despite their merits of achieving economy of scale, large monopolies, if left unchecked, are very likely to engage in excessive facility investments, cause price hikes resulting from their inefficient operations, and hinder opportunities for new entrants.  This eventually necessitates the introduction and enforcement of competition policy to remove anti-competitive elements in the market under the political and social pressure stemming from the rising public discontent against the unbalanced distribution of wealth".

"Korea had to pay dearly for its failure to reconcile industrial policy with competition in the domestic economy from the initial stage of economic development. In many ways, the 1997 financial debacle and the ongoing malaise experienced by chaebol are linked to the absence of a competitive domestic economic environment during the past decades...  The nurturing of monopolies or oligopolies through industrial policy has created these vested interests and, after decades of expansion and dominance over the economy, their necessary conversions exact a heavy toll on the economy.  The Korean experience points to the importance of having faith in the benefits of competition from the early stage of economic growth and of incorporating competition policy based on the market function of autonomous adjustment into the basic framework of economic policy." 

Changing Composition of GDP

With the changing composition of GDP, an economy moves away from subsistence economy thereby bringing a gap between the production and consumption. This is also accompanied by growing urbanisation and importance of trading in the economy. This means that importance of intermediaries increases in the economy. For instance, the market for agricultural products is very often considered to be an example of a perfectly competitive market. However, this might not be the case, as the producers (farmers) do not reach the consumers directly and there is a chain of intermediaries – agribusinesses. Unfortunately enough, this set of intermediaries does not work in a competitive manner. Innumerable as they may be, the producers, normally small farmers, do not have control over the aggregate supply and market and very often are only price-takers, especially when a single buyer or a group of buyers (agribusinesses) exercise market power or when there is some sort of collusion among the buyers. At the other end of the chain, the consumers/customers of agricultural products do not get the advantage of a competitive market either. Before reaching the consumers, the produce is transacted among various market functionaries from primary wholesaler to secondary wholesaler, from trader in one market to trader in another market, from wholesaler to processor and back to traders, and in several other ways. This multiple-level market structure may easily facilitate restrictive/unfair behaviours of traders, with the consumers as the cost-bearers.  Such practices can artificially raise the prices of raw materials as well as consumption goods of industrial workers and thereby hampering development.
In a recent and ongoing exercise by CUTS: “Towards a Functional Competition Policy for India”, it is found that markets for large number of agricultural commodities are competitive only in the segment where agro-commercial firms are involved in transactions with other agro-commercial firms. Markets are less competitive where business firms are dealing with consumers and producers. This is reflected in collusive behaviour of the buyers and imperfections at retail level
.
A study based on sound methodology in a regulated market (in Panipat) in the agriculturally advanced state of Haryana found strong evidence of collusion in purchase of Basmati paddy/rice from producers (Banerji and Meenakshi 2001)
. The authors concluded that relatively small number of buyers in India’s grain market lend the price formation process open to manipulation through collusion. Another study in various markets in Coimbatore district observed that entry barriers range from being low (millets) to considerable (cotton) and price information was either secret, imperfectly available or open  (Harris-White 1996 p. 525)
. The study, however, also observed that structural conditions for competitive behaviour are propitious as number of traders was rapidly increasing. Research studies also indicate the common occurrence of excessive charges deducted from producers and the under cover methods of sale in some markets.
At the same time, market imperfections, collusion among sellers and exploitation of consumers are also found to be popular, especially at the retail level, where there are typically a large number of consumers but no single consumer has influence on the total demand. In the case of cereals, pulses and edible oils, retailers do not display quality information about the produce. Consumers are fleeced through various kinds of adulterations. In the case of fruits and vegetables neither the shops nor the hawkers typically display the price list. These retailers charge the prices from each consumer based on his/her willingness to pay and in the process extract as much consumer surplus as they can rather than charging uniform and competitive prices. 
Looking at an actual experience represented in Table 2, when farmers sell mangoes in nearby local market directly to consumers they get almost 100 percent of price paid by consumers. When the same produce is sold in the market through the wholesaler, who transports it to Mumbai, the growers get a mere 40 percent of the price paid by the consumers, while the consumers at the same time have to pay nearly triple the price they pay in direct purchase from farmers. While there may not be, and there is no indication of, any restrictive behaviours in this case, there is no guarantee that such distortions will not happen in the absence of a competition policy to keep a check.   
Table 2. Farm And Retail Prices Of Alphonso Mango Through Different Market Channels In the State of Maharashtra, India 
	           Particular
	Producer-Consumer (Local Market): I
	Producer.-Wholesaler/C.A.-Retailer-Consumer

Mumbai : II
	Producer- Cooperative -Consumer

Mumbai: III

	1.Net price received by growers Rs/crate
	161.27
	182.00
	264.00

	2. Producer share in consumer rupee (%)
	99.25
	40.00
	74.37

	3. Net margin of wholesaler/Comm. Agent
	
	92.43
	

	4. Net margin of retailer
	
	104.79
	

	5. Net margin of cooperative
	
	
	37.77

	6. Total marketing cost
	0.73
	75.78
	53.23

	7. Price spread
	0.73
	273.00
	91.00

	8. Price paid by consumer
	162.00
	455.00
	355.00


Source: Wadkar S.S., J. M. Talathi and R.G. Thakare (1994). Price Spread and Market Channels of Alphonso Mango in Ratnagiri and Sidhudurg Districts in Maharashtra, Indian Jn. of Ag. Marketing, 8(2): 250-257.    

Increasing Importance of Trade

Developing countries in Asian, in their restructuring process, have also recognised the significance of external trade in economic development, in particular in promoting competition and contestability in the domestic markets. Even in countries like Lao PDR and Vietnam, where a most heavily centralised economic structure exists with exports and imports strictly controlled by the state, State trading monopolies have been largely abolished. In Vietnam, firms are now allowed to export and import goods directly without a license, while in Lao PDR, the licensing system has been greatly liberalised and simplified
. This has significantly encouraged the participation of various firms in foreign trade (see Table 3), increasing the contestability of market, as well as contributed to eliminating the possibility (as well as actual evidences) of abuse of dominance by former monopolies (see Box 1).
Table 3. Shares in non-oil export and total imports of various sectors in Vietnam

	
	Non-oil exports
	Total imports

	
	1997
	Mid 2000
	1997
	Mid 2000

	State-owned enterprises
	65
	46
	68
	57

	Foreign invested enterprises
	23
	32
	28
	27

	Domestic private small and medium enterprises
	12
	22
	4
	16

	Total
	100
	100
	100
	100


Source: Ministry of Trade, Vietnam

Box 1. What A Cambodia State-Own Enterprise Does With Its Fish Export Monopoly?  
	The Kampuchea Fish Import and Export Company, KAMFIMEX, is a State-owned enterprise managed by the Ministry of Agriculture, Forestry and Fishery (MAFF). KAMFIMEX is the sole licensed exporter of fish products. It owns four processing plants that it leases to private sector enterprises, and manages all live fish exports at Pochentong airport, where it collects an export licence fee of US$1 per kilogram, and Kompong Som port. The existing market arrangements specify that fish for export must be sold to or through KAMFIMEX. KAMFIMEX does not take any physical delivery of the fish, but instead resells them to licensed export agents or processing plants. KAMFIMEX also sells one distributorship in each province in Cambodia through a bidding process. The distributorship entitles the holder to collect a 4 percent fee on the value of all the fish exported through the province. Such a monopoly for exports or distributorships that simply collect fees and offer no service is found to be only discouraging trade and inhibiting industrial development.


Source: Ministry of Commerce, Cambodia (2001). Integration and Competitiveness Study, Part C - Sector Studies – Rice, Diversified Agriculture, Handicrafts, Fisheries, Garments, Tourism, Labour Service. A pilot study prepared under the Integrated Framework for Trade Related Technical Assistance. 

In the meanwhile, trade development continues to be hindered by anticompetitive government policies, regulations as well as ad hoc interventions by officials. Competition policy, in this case, plays a central role to streamline and unify such policies.    
On the other hand, open trade policy need not guarantee fair competition in markets. In most developing countries, domestic players are relatively smaller compared to their foreign counterparts though are not necessarily less efficient. However, due to their bigger size, market power and other advantages, foreign firms can indulge in unfair practices to the detriment of domestic players. The American Soda Ash Corporation, for example, cornered many Indian soda ash producers into a niche market share by exercising excessively low export pricing strategy; but managed to escape both dumping and predatory pricing charges. A clearer wording of the then Indian competition law, the Monopolistic and Restrictive Trade Practices Act, might have helped
.
Conclusion

Competition law and regulatory tools are invoked mainly to take care of firm behaviour and market failures. And governments do make interventions in a situation of market failure. But in the absence of clearly defined competition policy and regulatory mechanisms, the intervention can be arbitrary and eventually serve the vested interests and not the poor. 

There are complex inter-relationships between competition policy and other economic policies. This factor has a direct bearing on the extent to which competition policy objectives can be pursued without being constrained by or conflict with other public policy objectives. Although a competition law may be quite narrow in its scope, competition policy is much more broad and comprehensive in its scope. Its scope is to bring harmony in all the Government policies that may encourage or adversely affect competition, consumer welfare and development. Thus competition policy is a vital governance instrument irrespective of the stage of development of a country.

A key consideration in this regard is the need to avoid the capture of industrial policy as a safeguard against policy interventions that were not actually in the public interest. Of course, trade liberalisation is also an important source of competitive pressure on firms but, as is widely acknowledged, it is not sufficient in itself. Thus there is an apparent consensus that competition policy could play a role in the process of economic development, even if it was only one of the policies that were relevant.

Out of about forty five+ countries in the region, about twenty seven countries have enacted a competition law so far (see annexed Table). All the developed countries in the region, Australia, New Zealand and Israel have quite a long history of such a regime. Even some other countries, viz., India, Pakistan, Sri Lanka and Lebanon have reasonably long history of competition policy. But interestingly the so-called newly industrialised countries (NICs) did develop with a competition law. South Korea enacted it in 1980. Taiwan enacted it on its own volition, while Indonesia has enacted it very recently under both external and internal pressures. Some others are in the process of enacting a competition law.   

Evidence may not be so overwhelming, but preliminary studies suggest that competition policy and law can be beneficial to the people even in this region.
 Moreover, it would not be correct to ignore the experiences of other regions of the world where competition policy and law have proved to offer enormous benefits. Furthermore, in this age of globalisation, where many of the anti-competitive practices originate from outside the country, countries can ignore the importance of competition policy and law at their own peril. This might offer TNCs a free-for-all playing field to indulge in anti-competitive practices.

This is not to suggest that ‘one size fits all’ and that countries should adopt either the model used by a developed country or neighbour or one of the models drafted by an international body such as that formulated by the UNCTAD. On the contrary, every country needs to tailor its competition law to its own specific set of needs and conditions. The most important factor is that the law should be realistic and implementable. Introducing a law that cannot be properly implemented is not only futile but may be counterproductive. If the competition authority is seen as being incapable of discharging its role then people may lose faith in the effectiveness of competition law as a whole. 

Competition Law in Asia-Pacific Countries

	Country
	Year of enactment

	Australia
	1906

	New Zealand
	1908

	Japan
	1947

	Israel
	1957

	Lebanon
	1967

	India
	1969

	Pakistan
	1970

	Thailand
	1979

	Republic of Korea
	1980

	Sri Lanka
	1987

	Cyprus
	1989

	Kazakhstan
	1991

	Taiwan
	1991

	Fiji
	1992

	Uzbekistan
	1992

	China
	1993

	Tajikistan
	1993

	Kyrgyzstan
	1994

	Turkey
	1994

	Georgia
	1996

	Indonesia
	1999

	Azerbaijan
	In Process

	Cambodia
	In Process

	Jordan
	In Process

	Lao PDR
	In Process

	Malaysia
	In Process

	Mongolia
	In Process

	Nepal
	In Process

	Philippines
	In Process

	Viet Nam
	In Process

	Turkmenistan
	In Process


Note: Prepared from various sources. Some other countries may also be in the process of enacting a competition law.
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