PROCEEDINGS

Regional Launch Meeting

Advocacy and Capacity Building on Competition Policy and Law in Asia

(7Up2 Project)

September 22-23, 2004, Hotel Sarina, Dhaka, Bangladesh
Background

CUTS Centre for Competition, Investment & Economic Regulation (CUTS C-CIER) is currently engaged in implementing a two-year project entitled “Advocacy and Capacity Building on Competition Policy and Law in Asia” (Codenamed 7Up2 Project) in six countries; Bangladesh, India and Nepal in South Asia and Cambodia, Lao PDR and Vietnam in Southeast Asia.  The 7Up2 project endeavours to accelerate the process towards a functional competition policy for the project countries, and advance an enabling environment for the policy and law to be better enforced. 

CUTS C-CIER organised the Regional Launch Meeting of the 7Up2 Project in collaboration with Bangladesh Enterprise Institute (BEI) on September 22-23, 2004 in Dhaka. 

The meeting gave an opportunity to the 7Up2 project partners to deliberate on their experiences of executing the project and discuss problems encountered in the course. Apart from partners of the 7Up2 project, competition scholars from Pakistan and Sri Lanka were also present in the meeting to shed light on the status of competition in their respective countries (both Pakistan and Sri Lanka have competition legislations in place and were part of CUTS 7Up1
 study).
The Following is the detailed Proceedings of the Regional Launch Meeting.

Day One_______________________________

September 22, 2004

Inaugural Session:
· Welcome speech by Farooq Sobhan, President, Bangladesh Enterprise Institute (BEI)

Farooq Sobhan, President of the Bangladesh Enterprise Institute (BEI) extended a warm welcome to all the participants, including people from various parts of South and Southeast Asia, and greeted them for being able to make it for this important meeting.

The following were the highlights of his welcome speech:

· Mr. Sobhan expressed that both he and BEI were keenly interested to see Bangladesh compete in the global economy. He felt that the country had enough potential in terms of available resources and with appropriate policy interventions could become a force to reckon with in South Asia.

· He was happy that the Bangladeshi industry and commercial sectors were gearing up to face the challenges of globalisation. Under the present economic climate of the nation, Mr. Sobhan thought that the emergence of a ‘regulatory facilitator’ was an urgent requirement.

· Mr. Sobhan enumerated the following five reasons for Bangladesh to adopt a Competition Policy and Law:

· Bangladesh has been riding on a well-defined privatisation and regional development programme lately. Under the circumstances, the absence of a watchdog was a worrying fact.

· The prevalent malpractices in the market viz. black marketing, price distortions and creation of artificial scarcity was affecting businesses and consumers alike.

· Consumers are forced to pay high prices for goods and services, which often are of poor quality.

· A well-defined Competition policy is essential to facilitate a level-playing field in the country’s economy. Presently the economy is imbalanced in favour of the monopolised State Owned Enterprises (SOEs). 

· He felt that a Competition Law would help protect the interest of the myriad small-scale manufactures (including those of agricultural products) in the country.

· Mr. Sobhan hoped that the current project would present opportunities before BEI to spread awareness regarding Competition policy and law, and its necessity among the various stakeholders in Bangladesh. He also remarked that by participating in the project BEI expects to learn from the experiences of the other partner countries, especially from its neighbours - India and Nepal.

· Outlining the implementation procedure, Mr. Sobhan stated that BEI would try to identify the needs and concerns in the Country Report on the state of competition in the country. The National Reference Group (NRG) would be consulted to validate the issues raised and addressed in the report. He observed that the NRG would be used as an advocacy group for the project to convey the message of the project of ‘facilitating healthy competition’ in the Bangladeshi market. Eventually he assured that the project would culminate in BEI drafting a Competition Law for Bangladesh.

· Mr. Sobhan also highlighted that BEI would organise workshops as a part of the strategy to raise awareness on the topic both at the national and sub-national levels. The purpose of these workshops would be to provide training to various stakeholders and to equip them with requisite advocacy tools and other necessary inputs.

He ended his delivery by once again welcoming everyone to the meeting, and specially thanked the Commerce Minister of Bangladesh, Air Vice Marshal (Retd.) Altaf Hossain Chowdhury for having taken time out from his busy schedule for attending the inaugural session of the meeting.
· Introduction to CUTS International’s activities and 7Up2 Project: PradeepS Mehta, Secretary General of CUTS International
Pradeep S Mehta, Secretary General of CUTS International started his introductory address with a brief primer about CUTS. He elucidated how CUTS started in 1984 as a consumer rights organization at the beginning, and then spread out its activities with time and experience into various economic policy issues. He explained that CUTS tryst with work on competition policy started when it began lobbying with the Indian policy-makers to include Unfair Trade Practices within the ambit of the country’s Monopolies and Restrictive Trade Practices Act, 1969. 

Subsequently, a Centre was set up in CUTS to work exclusively on Competition policy and law issues: CUTS Centre for Competition, Investment and Economic Regulation (CUTS C-CIER). CUTS recognition at the international level, as a research cum advocacy organisation came with the 7Up project that involved an assessment of the competition regime in seven countries of the Commonwealth. Mr. Mehta added that CUTS association with BEI started with CUTS Investment for Development (IFD) Project, in which BEI was the country partner of the project in Bangladesh.

He reported that CUTS C-CIER has decided to undertake projects similar to 7Up project and name them as 7Up2, 7Up3 ….etc. Mr Mehta informed that the current 7Up2 project takes a look at 6 economies, 5 LDCs (Least Developed Countries) and 1 developing country thereby offering the possibility of a comparative assessment of the state of competition among them.

During the course of his address Mr. Mehta touched upon the following two main points:

· Competition policy and law was not a luxury for the developed countries, but a necessity for developing countries.

· Large number of countries, including India and Sri Lanka in the region, have scrapped old competition laws and enacted new ones to adjust with the dynamics of the changing market situations.

· DFID’s experience of working in the area of competition policy in the region: Frank Maetsart, Department for International Development (DFID), Bangladesh

Frank Maetsart of the Department for International Development talked about the linkages between competition policy and poverty reduction. He observed that production decisions are made in accordance with competition in the market. Higher volumes of production would offer better employment opportunities, thereby contributing to poverty reduction.

Mr. Maetsart reported that over the last four years, DFID has been involved with projects on competition issues. He added that DFID has supported Consumers International (CI) to work on competition policy and law issues in developing countries.

One of its recent experiences with work on competition policy and law has been the 7Up Project implemented by CUTS in seven countries of the Commonwealth. The DFID representative conveyed that the 7Up project was a unique and pioneering endeavour involving a comparative study of the competition regime of seven developing countries. 

Mr. Maetsart observed that it was imperative that the learnings from the 7Up project get imbibed into the developing world. He hoped that the 7Up2 project would be able to fulfill this objective. 

He believed that competition law and policy would facilitate Bangladesh’s economic development, and help its consumers. He also expected that the project would compliment DFID’s role in the region especially in terms of private sector development in the project countries.

· Inaugural Address by Bangladesh Minister of Commerce, Air Vice Marshal (Retd.) Altaf Hossain Chowdhury

The Bangladeshi Minister started his delivery by welcoming all the participants to the meeting. On behalf of the Bangladeshi government, he welcomed all the foreign participants to Bangladesh, and assured all possible assistance.

The highlights of the Minister’s address were:

· The Minister said that the present Bangladeshi government was committed to promoting effective and well-functioning markets.

· He reported that the Bangladesh government had embarked on an active programme of private sector development through the open market and trade policies. He observed that an appropriate competition policy would help the local businessmen to promote a well-functioning market, as the country was on the path of reforms.

· He added that over recent times, Bangladesh has progressed a lot on the economic front through better economic management and improved efficiency. This has been further consolidated through partnerships between the private and the public sectors.

SEMINAR

Session One: Competition Policy and Economic Development
Speaker: Pradeep S Mehta, Secretary General, CUTS International 

The following were the highlights of Mr. Mehta’s delivery;

· Highlighting the issues in Competition policy for developing countries, Mr. Mehta recognized that an appropriate mix of industrial policy and competition policy was required to facilitate economic development. 

· Underlining the reasons why a competitive environment was necessary for economic development, he added that competition policy helps create an enabling environment for entrepreneurial development by removing entry barriers.

· Privatisation without a competition policy often leads to transfer of monopoly power from the public sector to the private sector.

· Referring to documented evidence of the role of competition policy in promoting competitiveness and growth, he cited the Competitiveness White Papers in the UK and the European Union. He also referred to studies by Michael Porter (1990, 2000) on this issue.   

· He mentioned about studies done in Australia (that had estimated an annual gain of 5.5% in the real GDP), South Korea (benefits accruing were in the tune of 7 times the cost of implementing the competition policy) and Peru (benefited by $ 100mn over the first seven years of the operation of the competition authority: Indecopi) that clearly demonstrate the economic benefits of a competition policy. 

· He observed that although the correlation between competition policy and poverty reduction might seem vague, it actually is pretty evident:

@ The poor people rely on formal and informal markets to sell their products and services (labour). A properly implemented competition law can regulate the markets, and protect these vulnerable sections.

@ Anti-competitive practices hurt the poor more, collusion leading to price-fixing and resultant rise (say even 10-15%) in price would substantially affect the poor.

@ He cited the example of the global coffee market, which is controlled by four big roasting companies, thereby offering very low returns to the coffee producing countries (dominated by million of small farmers and landholders).

· He concluded by reminding that the Millennium Development Goals has recognized poverty reduction as a global challenge and hence development of a global competition framework was our shared responsibilities. 

Speaker: Atiur Rahman, Unnayan Shamunnay, Bangladesh
Dr. Atiur Rahman represents Unnayan Shamunnay, an organisation based in Dhaka, Bangladesh working on various aspects of development.

The highlights of his presentation were as follows:

· Dr. Rahman pointed out that competition policy and law ensures that benefits of economic development reaches the masses, by facilitating the concept of ‘consumer freedom’.

· Competition policy is helpful in attracting Foreign Direct Investment (FDI), by removing unwanted hindrances, thereby facilitating economic growth and development.

· He emphasised that the consumer movement in Bangladesh needed to be strengthened. 

· He highlighted some anti-competitive practices prevalent in Bangladesh and opined that lack of legal provisions was the reason behind their prevalence. He observed that these practices would affect the economically disadvantaged people more. The following were some of the examples he cited: 

@ Some inappropriate mergers in the textile, sugar and financial services sectors.

@ Artificial price rise, especially during the month of Ramadan.

@ Extensive prevalence of bid-rigging

· He ended his presentation with the evidence that more and more countries are realizing the importance of competition policy in the present globalisation era, and are enacting Competition Laws. As evidence to his argument, he said that among 148 members of the WTO, currently 80 countries have Competition Policy.

Floor Discussion

Following the presentations by Pradeep S Mehta and Atiur Rahman, the house was open for discussions. The following are the points that were raised during the discussions.

· The current Bangladeshi government did not consider competition policy as relevant, as it was not being discussed under the WTO.

· A draft consumer protection law has been approved by the Bangladesh Cabinet, and would soon go to the Parliament. The importance of consumer welfare has been reiterated in the consumer protection law.

· In the Pharmaceutical sector in the country, it is being witnessed that the wholesale trade is manipulating the prices of the drugs.

· There is always the underling risk with Trade Policy, as it could be used, unused or misused.

· Some of the sectors in Bangladesh, like telecom are plagued with monopolisation.

· The issue of Ownership has seemingly become a hot topic in case of Nationalised Banks, which have been reported to hamper competition in the financial sector.

· Under the circumstance, price control seemed to be the only way out for consumer goods. It was expressed that this might help to purge counterfeit goods from the market.

Session Two: Competition policy and law: International dimensions 

Cross border competition concerns

Speaker: Nitya Nanda, CUTS International

Highlights of the presentation: -

· Mr. Nanda started by raising the Vitamins Cartel case as an example of anti-competitive practice of companies elsewhere affecting consumers in various other parts of the world. He specified that though companies from the developed nations were involved in this cartel, consumers from the developed and developing world alike had to bear the brunt of this cartel.

· Another instance was the abuse of dominant position by MicroSoft of overcharging consumers throughout the world.

· Practice of creating import barriers through vertical market restraints was also prevalent, as witnessed in the Fuji-Kodak case.

· He pointed out that in case of small countries especially Least Developed Countries (LDCs) exporting primary products, monopsonistic dominance was also commonly witnessed.

· The issue of Intellectual Property Rights (IPRs) often raised competition concerns having cross border implications.

· He prescribed the establishment of a separate agency to look into the issue pertaining to cross border competition concerns, something similar to World Intellectual Property Organisation (WIPO).

· He added that ‘effects doctrine’ should be used while dealing with such cases.

Regional Competition concerns in South Asia

Speaker: Ratnakar Adhikari, SAWTEE, Nepal.

The following points were raised by Mr. Adhikari: 

· Elucidating the history of economic reform in the region, Mr. Adhikari stated that the countries had embarked on deregulation and privatisation programmes since the 1990s, which involved trade policy reforms and FDI policy reforms.

· Summarising the state of competition policy in the South Asian countries, he added that it existed in a fairly scattered form in all of these countries, embedded in sectoral policies etc.

· Over the discourse, he outlined some of the important country specific competition concerns. These were:

@ Transformation of public monopolies into private monopolies, as encountered in Sri Lanka and Pakistan.

@ Cartels – cement cartels in Pakistan and Bank cartel in Bangladesh

@ Bid-rigging commonly witnessed in supply to public procurement agencies.

@ Tied selling: School uniform in India and Nepal, LPG gas ovens in India.

@ Exclusive dealing: Unilever in Bhutan and automobile dealerships in Nepal.

@ Predatory pricing of newspapers in Nepal.

@ Abuse of IPRs, as in case of prices of medicines in Pakistan.

· In addition, he also brought out the following real and potential cross border concerns, which policy-makers in the region should focus attention on 

@ International/Regional cartels

@ Export cartels

@ Cross border mergers and acquisitions

@ Spill over effect of anti-competitive practices in neighbouring countries.

@ Dumping and its impact.

· Suggesting ways of tackling these concerns, Mr. Adhikari suggested the following: -

@ Multilateral approaches: include competition policy under the WTO, establishment of a joint forum of UNCTAD and WTO on competition.

@ Regional approaches: including CP under BIMSTEC-FTA or SAFTA or evolving regional competition agencies like CARICOM.

@ Bilateral approaches: including CP under bilateral trade agreements, allowing smaller countries access to competition agencies of larger neighbours (e.g. Nepal and Bhutan using Indian Competition Authority)

@ Unilateral approach: provision of extra-territorial jurisdiction for application of domestic competition law.

@ Cooperative mechanisms: fostering cooperation between competition authorities of the countries.

· In conclusion, Mr. Adhikari pointed out that most of the competition concerns in the region were common, and cooperation between the countries of the region was essential to tackle anti-competitive practices at the regional level.

Floor Discussion
· The Indo-Bangla ‘battery case’ was raised: The Indian government had imposed anti-dumping duties on Rahim-Afroz batteries, a local Bangladeshi battery manufacturing company that was alleged of dumping batteries to India. It was expressed through interventions from the floor that this act of imposing anti-dumping duties on a small manufacturing company from Bangladesh by the Indian government was unjustified, as the export of these batteries to India would not adversely affect the local battery manufacturers of India.  

· Over the period of ensuing discussions, Prof Le Dang Doanh, a competition expert from Vietnam representing the UNDP, and a member of the 7-Up2 Project Advisory Committee (PAC) reported how Chinese Motorbikes, Beer and fabric was affecting Vietnamese domestic manufacturers.

Session Three: Country experiences on Competition policy and Law
Competition Policy and Law: experiences from Pakistan

Speaker: Mukhtar Ahmed Ali, Consumer Rights Commission of Pakistan, Pakistan

Main points of Mr. Ahmed Ali’s presentation are specified as follows:

· Monopoly Control Authority (MCA) was established in 1970, and the Monopolies and Restrictive Trade Practices Ordinance (MRTPO) came into force from 1971.

· The main objective of the MRTPO was to provide measures against undue concentration of individual economic power.

· Post 1970s, there was a ‘Nationalisation’ spree in the country and most of the companies began to be nationalised. 

· Under the circumstance, the performance of MCA was quite poor, as the government considered that enforcement of the competition legislation could hurt investment.

· Inspite of investigating hundreds of cases, the MCA could only deliver successfully on three occasions:

@ Cement manufacturers’ cartel.

@ Vegetable Ghee cartel.

@ Glaxco-Welcome case.

· There have been several cases with Oligopolistic evidence in the country, but the MCA was unable to identify them.

· He recommended that there is a growing need in the current deregulation and privatization climate in Pakistan to strengthen the competition regime. He also stressed upon the emergence of autonomous sectoral regulators in the country.

· Mr. Ahmed Ali concluded his presentation by recommending that there was a need in Pakistan for strong civil society pressure and engagement.  

Competition Policy and Law in Nepal

Speaker: Navin Dahal, South Asia Watch on Trade Economics and Environment

The highlights of Mr. Dahal’s presentation were:

· He introduced that Nepal has a long history of inward-looking protective economic policies, which transformed with the evolution of a liberalised economic regime by early 90s.

· Highlighting the competition problems, Mr Dahal reported widespread instances of economic concentration and lack of market contestability in- the manufacturing and services sectors.

· Anti-competitive practices like cartel (FMCG, banking, airline, brick etc.), syndicate system in surface transportation, collusive bidding and tied selling were rampant.

· He pointed out that in spite of possessing the requisite legal regime, competition has not been ensured. 

· Referring to the Consumer Protection Act, 1997 of Nepal, Mr. Dahal said that the law provides some hopes for consumer welfare, as it guarantees consumers’ choices. Moreover, the act prohibits collusion, quota fixing, hoarding and creation of artificial scarcity; and controls monopoly and unfair trade practices.

· Showcasing the problems in Nepal, he said that Nepal is in need for a well-defined competition legislation and policy. 

· Nepal he said was the ideal example of a ‘political economy’, with a rent seeking government, strong business lobby and weak and unorganised consumers.

· He concluded his discussions on the topic by pointing out that a faction of the business sector was at last coming to grips with competition issues. 

Competition Policy and Law: the Sri Lankan experience

Speaker: Apsara Thurairetnam, Institute of Policy Studies, Sri Lanka
The major issues raised by Ms. Thurairetnam are detailed as follows:

· The Consumer Affairs Authority (CAA) Act enacted in March 2003, overrides the Consumer Protection Act, 1979 and the Fair Trading Commission Act, 1987 (FTCA) of the country. The CAA analyses the legal and institutional framework for competition and regulation in Sri Lanka. 

· Under the CAA, provisions on monopolies and mergers, and anti-competitive practices are left out altogether, thereby creating a big void in the legislative framework.

· She highlighted that in Sri Lanka there are overlaps between jurisdiction of the competition authority and sector specific regulators, e.g. FTCA and Telecom Regulatory Commission (TRC).

Changing Competition regime in India

Speaker: Nitya Nanda, CUTS International
Highlights of Mr. Nanda’s presentation were:

· The new Indian Competition Act 2002, suffers from some fundamental problems, viz. the separation of investigative functions from the adjudicatory functions has not been done. 

· Salient features of the Indian Competition law are: -

@ 4 core operational areas: RTPs; control of dominant positions; mergers and acquisitions; and advocacy.

@ Institutional arrangements to implement the law: 

@ Provision for extra-territorial jurisdiction

@ Certain exemptions (e.g. export related activities, in case of public interest) can be granted.

· Mr. Nanda stated that one of the main reasons for the new law was to resolve policy conflicts.

· CUTS has intervened in the process of drafting of the Competition law.

· The case regarding the appointment of the top officials of the Competition Commission of India needed to be resolved immediately.

· There is an urgent need to spread awareness on the subject, to assist in subsequent advocacy activities.

Session Four: Country experiences in competition policy and law (continued)

Economic reform, development: Competition policy and law in Vietnam 

Speaker: Prof. Le Dang Doanh, Adviser, Minister of Planning and Investment, Vietnam.

The following are the highlights of Prof Doanh’s presentation:

· The representative of the Vietnam UNDP started his presentation with an array of slides showcasing the economic profile of the country.

· The basic point that he highlighted was that Vietnam was still an economy in transition.

· Prof Doanh reported that Vietnam has an agency under the Ministry of Trade to regulate the monopolies – both at the national and local levels.

· He added that many of the State Owned Enterprises (SOEs), especially in airlines, oil and gas etc. have become monopolies. And that the point of grave concern was that there was strong support and protection for these monopolies.

· He also mentioned that oligopolies in the areas of cement, steel coffee and rice were also prevalent in the country.

· He informed that some states had differential business environment, some good and others very bad.

· The consumer movement in Vietnam needs to be strengthened. An issue, which he hoped would be taken care of by the 7-Up2 project.

Competition in Bangladesh
Speaker: Iftekar Ahmed, BEI, Bangladesh
The following points were highlighted by Iftekar Ahmed of BEI.

· Bangladesh underwent Trade Policy liberalization starting from the early 90s. This was characterised by removal of excessive hindrances to trade.

· The process of Privatisation had set in 1993, with the establishment of a Privatisation Comission.

· Subsequently, recognizing the need to regulate the process of privatization, Bangladesh enacted a Privatisation Law in June 2000.

· Mr. Ahmed cited the example of nationalised banks in the country that cover remote rural areas. Private and foreign banks on the contrary are unable to compete with the nationalised banks, due to the latters access to the chunk of the population. He pointed out that many times the operations in the nationalised banks is inefficient, but due to the absence of a better option, consumers have to rely on these less performing nationalised banks.

· In the Power sector, Mr. Ahmed felt that the powers sector was dominated by public sector players. The government has created the Bangladesh Energy Regulatory Commission, an independent regulator to promote competition in the sector, and curb anti-competitive practices.

· Recently, the Bangladesh Telecommunications Regulatory Commission has also been established to regulate the sector in the country that is monopolized by the BTTB. 

· Bangladesh inherited the Monopolies and Restrictive Trade Practice Ordinance (MRTPO) from Pakistan. Though the MRTPO has not been implemented, it still remains on the statute book.

· In his concluding remarks, Mr. Ahmed reiterated the formulation of a competition policy for Bangladesh, and recommended strengthening the existing regulatory agencies.

Towards a national Competition policy: for Lao and Cambodia
Speaker: Alice Pham, CUTS International.
Ms. Alice Pham, Project Coordinator for the 7-Up2 Project, did the presentation on behalf of the partners from Cambodia (Dr. Cambodochine Dao, CLRDC) and Lao PDR (Dr. Leeber Leebouapao). Both Dr. Dao and Dr. Leebouapao could not make it to the meeting on account of some urgent institutional commitments that sprang up at the eleventh hour.

Ms. Pham undertook a comparative assessment of the competition regime in the two countries, and highlighted:
· The changing economic profile in recent years for both these Least Developed Countries (LDCs), which have moved from a centrally planned economy to a market-oriented economy since the mid 80s.

Lao PDR

· Since the execution of National Economic Mechanism in Lao PDR since 1986, policy changes have set the framework to ensure competition in the market.

· The government is trying to promote competition in the recent years, but a lot still needs to be done. 

· The economy is characterized by a large and inefficient state sector.

· A Fair Trade Competition Decree has been drafted with assistance from Consumers International during 2002-03, and was supposed to be effective from August 2004. No progress on this yet.

Cambodia 

· Cambodia has made substantial progress as regards boosting competition both on the supply and the demand sides.

· Well laid out policies: industrial policies, trade policies and sectoral policies have attempted to support private sector development.

· Occurrence of anti-competitive practices rampant in the informal sector which is large and scattered. 

· Monopolies and provision of mandatory rights is common.

· The Government is committed to adopt a competition law in the next two years under the provisions of the country’s accession package to the WTO.

Day Two___________________________________

September 23, 2004

The proceedings of the second day started with a brief recapitulation of the first day by Nitya Nanda. The following is the summary:
· Farooq Sobhan had pointed out in his inaugural speech that Competition policy and Law was indispensable in Bangladesh in the wake of the present state of globalisation happening in the country, and in the entire region.

· Mehta reiterated the point raised by Mr. Sobhan, and illustrated through his presentation, how the competition regime was changing worldwide.

· Frank Maetsart upheld DFID’s commitment to promoting competition policy and law in the region, as a means to poverty eradication. He applauded CUTS initiatives for propagating competition policy in the third world.

· Altaf Hossian Chowdhury, Minister of Commerce of Bangladesh conveyed the commitment of his government to economic development in the country. He appreciated the importance of competition law for development of the private sector.

· In the session on ‘Competition Policy and Economic Development’, the linkages between competition policy and law and economic development had been clearly outlined by the speakers.

· Speakers in the session on ‘International dimensions of Competition Policy and Law’ identified the cross border competition concerns relevant and prevalent in the region. Possible measures for mitigating these concerns were also raised and discussed.

· In the sessions on country experiences of competition law, presentations were made for 8 countries, 6 project countries of 7-Up2 project and Pakistan and Sri Lanka. The discussion aimed at offering participants who represented countries poised to introduce competition legislations soon, the opportunity to learn about the problems encountered in implementing competition laws, and ways of evolving an enabling environment through appropriate policy changes.

Session Five: Complementarities between Consumer Protection and Competition Policy: experiences from South Asia.
Consumer Protection and Competition Policy: experiences from Pakistan

Speaker: Mukhtar Ahmed Ali, CRCP,Pakistan
The following points emerged from Mr. Ahmed Ali’s presentation:

· Appropriate implementation of Competition policy ensures consumer choices and freedom, and ensures better quality of goods.
· Prevalence of monopolies, which are plagued with inefficiency are hurting Pakistani consumers. A few examples of these monopolies encountered were:
@ In the Banking and Insurance sectors.

@ Fixed Telephone in the telecom sector: exclusive rights to 4 companies.

@ Bottled water: monopoly of Nestle, which has not been subject to proper quality scrutiny.
· The concerns raised at the end of his presentation were:
@ Limited resources with the government has resulted in weakening of the competition regime in Pakistan.

@ The government did not consider Competition Policy implementation as a priority.

@ Sectoral Laws in Pakistan were grossly devoid of consumer welfare.

Complementarities between consumer protection and competition policy: Nepalese perspective

Speaker: Ratnakar Adhikari, SAWTEE, Nepal
Mr. Adhikari raised the following issues through his delivery:

· He stressed on the Linkages between consumer protection and competition policy, by upholding that ‘Consumers are the raison d’etre of all economic activities’. He pointed out that consumer policy was directly linked to consumer protection, and indirectly with competition policy.
· According to him, the most obvious overlaps of consumer policy and competition policy were unfair trade practices and restrictive trade practices. He illustrated the example of Peru and Australia that have one institution dealing with both the issues.
· Mr. Adhikari recommended that for countries with small industrial base, one institution should handle both the issues. 
· He observed that a strong consumer movement should exert pressure on the policy-makers to ensure competition.   
· He however cautioned that too much of stress and focus on consumer welfare could be counterproductive at times, and issues have to be addressed pragmatically.
· In the case of the Nepalese Consumer Protection Act, some clauses are provided to address consumer welfare vis-à-vis competition.
Complementarities between Consumer Protection and Competition policy: the Indian experience

Speaker: Pradeep S Mehta, CUTS International
Mr. Mehta raised the following issues in his presentation:

· He observed that one of the goals of a competition policy is consumer welfare, therefore the linkages between the two issues are obvious.
· He informed about anti-competitive practices that had been witnessed in India (and subsequently addressed), which had a direct bearing on the consumers 
@ Tied selling: LPG gas ovens would have to be bought from the agency which provided the connection.

@ Bait and Switch: How advertisements for a particular commodity would be used to attract customers, who would then be offered something else instead of the commodity that was advertised.

@ Warranty claims for consumer goods.

· Mr. Mehta reported that an amendment in the MRTP Act in India in 1984, bringing in Unfair Trade Practices was one of the principal causes behind the founding of CUTS. CUTS was the first consumer group in the country to have brought a complaint before the MRTP Commission on this very amendment.

Complementarities between consumer protection and competition law: the Bangladesh story

Speaker: Dr. Zafarullah Chowdhury, Gono Shasthya Kendra, Bangladesh
Dr. Chowdhury, President of the Consumer Association of Bangladesh (CAB), focused on:

· The Bangladesh government has recently (August 15, 2004) passed the Consumer Protection Act for approval by the Cabinet. However, the CPA is strongly biased in favour of protecting the rich and the middle class. It does not offer for the protection of the poor consumers. In addition there are no provisions for restriction of cartels and reduction of prices.

· He pointed out that the government should also consider ways of protecting consumers against professional services like doctors, architects and teachers. He raised the concern that cartel of professional services is also evident at times.

· The government should facilitate education and awareness of consumers through appropriate means.

· He also pointed out that cooperation between neighbours was essential to protect consumers and address cross border competition  and consumer concerns.

Floor Discussions

This was followed by floor discussions and the following points were raised during the discourse:

· Alamgir Farooq Chowdhury (BEI): Consumers should be aware of the redressal mechanism, and have easy access.

· Farooq Sobhan: The civil society organisations should be party in the consultation process for drafting legislations that have public interest implications. Cooperative efforts should be made to strengthen the consumer movement in Bangladesh.

· Le Dang Doanh: There is a felt need to regulate professional services.

· Manzur Ahmed (Dhaka Chamber of Commerce and Industries): Assured his cooperation to BEI and CAB to work on the Consumer Protection Act, and incorporate views of the Bangladeshi civil society.

Session: Round Table – The Way Forward
Farooq Sobhan, BEI, Bangladesh

Pradeep S Mehta, CUTS International, India

The following recommendations emerged from this session:

· Small economies should have hybrid laws to cover consumer protection and competition policy, and a hybrid agency to implement the same.

· A comprehensive plan of capacity building should simultaneously be undertaken with adoption of a competition legislation.

· Steps should be taken to strengthen the civil society organisations in the region. 

· The Media has to be actively engaged in the process of advocating for a strong competition regime and an effective consumer movement.

· BEI should carry the project and the issue forward, and emerge as the pioneer for Bangladesh. The project therefore should culminate in BEI drafting the Competition Law, and a policy document on competition in Bangladesh.

· The nexus between government departments and the business community, is a growing concern for the region.

· Adoption of regional arrangements: competition policy and law should be covered under SAFTA.

· The 7-Up2 project should be able to extract ‘common criteria’ to reach the highest efficacy in ensuring that competition policy and law:

@ increases private sector development

@ leads to poverty reduction

@ promotes standards of economic governance

This he felt could be done through mutual exchanges of best practices, information and experiences.

· All efforts should be made to avoid conflicts between business development and consumer welfare.

· Need to evolve the requisite synergy between evolution of enabling business environment and development of regulatory regimes.

· There is a need to facilitate independence and autonomy of regulators.

· The civil society should recognise competition policy and law issues as a priority area of activity.

· There is a need to understand and propagate ‘Trilateral Development Cooperation’, i.e. joint development initiatives involving a Northern Donor, Southern Technical Assistance Provider and a Southern Recipient in the region.  

· It was felt that there is a need for civil society organisations in the developing countries of the region to make efforts to overcome the resource constraints that consumer movement in these countries suffer from. CSOs should therefore get involved in spreading consumer awareness in order to eradicate the prevailing state of ‘consumer apathy’ in the countries of the region.

· Need to foster public-private partnerships.

· Efficiency of the Competition Authority has to be ensured, especially in terms of dispensing justice readily. It has to be accountable to a particular Ministry.

· Popularise the concept of Co-regulation: where the government allows sectoral regulators to regulate, and only chips in case there are conflicts.

· Competition legislation should have a well-defined window for ‘public interest’.

· Need to evolve a Global Competition Movement.

At the end, Pradeep S Mehta thanked all the participants for having spent their time and effort for this important meeting. He extended his heart-felt gratitude on behalf of CUTS International to all, and especially to BEI for having been very helpful in organizing the event. 

Farooq Sobhan thanked everyone too, and hoped that the participants in the workshop would help BEI efficiently execute this challenging project.
WORKSHOP
Partners’ Meeting: Discussions on 7-Up2 project implementation
The meeting started with a presentation by the Project Coordinator of the 7-Up2 Project Ms. Alice Pham. She elucidated the project implementation schedule in brief for the benefit of our Bangladeshi partner, and to refresh the other partners. In addition to the project partners, the workshop was also attended by Dr. Zafarullah Chowdhury (CAB). 

· She classified the project phase-wise into the following phases and assigned the activities to be undertaken in the respective phases:



Phases





Activities

i. The Needs Assessment phase: Prepare Country Report, accomplish 1st National Reference Group meetings and prepare the Country Advocacy document

ii. Advocacy and capacity building phase: Prepare the Synthesis report and share the findings with various stakeholder groups through meetings, workshops. The main objective of the synthesis report would be to compare the project findings, and find out commonalities. 

iii. Post-project phase:  Outreach activities to sustain the momentum of the project, and plan downstream interventions.
· Time frame for the drafting of the Country Report was next discussed, and the following timelines were agreed upon for the respective partner countries:
i. India: December 2004

ii. Mekong region (Cambodia, Lao PDR and Vietnam): October 2004

iii. Nepal: November 2004

iv. Bangladesh: January 2004

· Speaking about the composition of National Reference Groups (NRGs), Ms. Pham clarified that the NRG is essentially a target mailing list, who are updated about the project progress periodically. For all the project countries, the NRGs would have to comprise of representatives from all the different stakeholders. She added that the Operational Strategy Note (which had been distributed to all the partners before the workshop) provided a format for the NRGs. The purpose of the 1st NRG meeting, she added was to discuss the Country Report.

Discussions

· The following suggestions and remarks were received from the participants: -

i. Navin Dahal (SAWTEE, Nepal): Research and advocacy were simultaneously being undertaken by SAWTEE. They were cooperating with the government to catalyse public debate on the issue of competition and the draft Competition Law.

ii. Dr. Zafarullah Chowdhury (CAB, Bangladesh): In order to make all the stakeholders interested, the project partners would have to think about organising national level (even sub-national) meetings of the involved stakeholders periodically.

iii. Ratnakar Adhikari (SAWTEE): One innovative activity that had been undertaken by SAWTEE was a workshop of economic journalists on the issue. This could be replicated by other project countries. It was suggested that something like this be planned for the Bangladeshi media also. SAWTEE promised to help.

iv. Iftekar Ahmed (BEI, Bangladesh): Hoped that projects like the 7-Up2 would help generate interest in each of the project countries to undertake detailed projects in each of them. World Bank could be approached for this.

· The following points were clarified during the discussion on the composition of the Country Report by the Project Coordination and Management Unit (PCMU) members of CUTS.

i. In the section about the nature of the Market, it was expected that the researchers would present a generic idea about the nature and degree of competition with the help of illustrations.

ii. A deep analysis of 6-7 selected sectors was necessary in the section on Sectoral Regulation. This would involve dissection of sectoral policies and regulatory mechanisms.

iii. Anti-competitive practices: These could easily be identified from the questionnaire surveys, news clippings, and interaction with key persons.

· Towards the end, Mr. Nanda elucidated the methodology for the questionnaire surveys to be undertaken in three groups of respondents: consumers, business and government and political class.

This concluded the Regional Launch Meeting of the ‘Advocacy and Capacity Building on Competition Policy and Law’ (7-Up2) project.
� 7Up1 Project: CUTS project involving the comparative study of the competition regimes of seven developing countries of the Commonwealth: India, Kenya, Pakistan, South Africa, Sri Lanka, Tanzania and Zambia.
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