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1. Introduction 

Mozambique has embarked on a healthy debate on competition policy, with the potential to sharpen the focus of initiatives aimed at enhancing the competitive environment of the nation. A recent UNCTAD mission, explorations by the Finnish Competition Policy authority, both following an AID study last year attest to the multinational interest in competition policy.
 To its credit, the government has not only solicited but vigorously encouraged and actively joined the discussions. In seeking input from multilateral agencies and governments, the Mozambican government stands practically alone among many countries in the developing world, who have adopted competition policies and programs without a national consensus and debate.

Our objective in this paper is to recount the experience of other jurisdictions, especially those in Africa and engage the Mozambican debate. The next section succinctly explains what is meant by competition policy in the traditional sense. Following that we point out that traditional competition policy is the wrong tool for the salient problem in Mozambique; which of course begs the question. Thus, in section four we discuss what we believe to be the most salient competition problem in Mozambique. 

Traditional competition policy is inappropriate in the sense that any anticipated benefits are considerably lower than the benefits that would be derived from programs aimed at lowering regulatory and administrative restraints. These latter problems are neither theoretical nor elusive; to the contrary, they have been properly documented in a recent broad-based survey conducted by the CTM. More importantly, administrative and regulatory barriers confront us every day constituting tangible and visible remainders that significant gains can be drawn from taking elementary, logical and comparatively less expensive steps. Thus, a simple back-of-the envelope cost benefit analysis illustrates the value of enabling instruments designed to tackle the relevant problem. This latter exercise is in the next to last section. We conclude with some commentary on relevant policy. 

2. What is Conventional Competition Policy?

When the prices of goods and services differ from their true social costs due to the presence of externalities the resulting misallocation of resources may be costly. Inattention to these problems may shift the gains from trade, benefiting some at the expense of others, dissipate prospective welfare gains, or both. Externalities are sundry, environmental, informational, economic, social and fiscal, among others. 

Traditional competition policy concerns itself directly with only one of these, the distortion that results from the presence of market power in the business milieu.
   When prices of goods and services are greater than their respective marginal cost as a result of the presence of cartels or similar collusive arrangements the effects of higher prices and lowered output lands primarily on the consumers of these products resulting both in a surplus transfer from consumers to producers
 and some amount of surplus that is simply lost.
  Naturally, because cartels and other anticompetitive entities are keen on protecting their unearned rents, they actively strive to impede, and restrain, entry. Cartels and market power cannot exist in the presence of free and unfettered entry. 

While there are exceptions, it is generally difficult to find anything positive about cartels. We certainly cannot. However, our differences are not with the analysis, but rather, with the policy prescription. The seemingly logical step that follows the recognition of the presence of cartels in an economy is the erection of an authority that will prosecute them vigorously, basing its actions on a competition law unambiguously proscribing such behavior. A competition law and a competition policy must necessarily operate within the national court system, avail itself of trained professionals, in a manner that exudes pristine transparency and professionalism.

Our point is not that such an authority could provide a bulwark against cartels, but that to the extent that cartels are present in Mozambique, or in Zambia, or El Salvador or Portugal or anywhere else, it is largely a result of government fiat. Thus, these are largely government sanctioned (directly or indirectly) cartels. Put differently, it is easier and cheaper in small economies to organize cartels by relying directly and indirectly on the government than it is to have a private cartel that exists in a vacuum. Unfortunately, for small economies, traditional competition policy is targeted at private cartels not at government sponsored cartels. Unfortunately, for small economies, a widely successful conventional competition policy would only shift the relative costs of the cartel and result in the cartel shifting its resources and attention away from private cartelization and hasten their solicitation of governmental preferential treatment. Competition agency activity alters the relative cost of a cartel’s “business” because the expense of possible legal proceedings and possible fines and sanctions (if the competition agency prevails) raises the expected costs of running a private cartel. Thus, at the margin, it becomes more expensive to run a private cartel and lobbying and legal rent seeking becomes comparatively less expensive and thereby more attractive. Naturally, cartel resources would shift towards increased lobbying and rent-seeking. Traditional competition policy, which derives its power from a competition law, prohibits private cartels but is powerless against legal and often constitutionally sanctioned right for interest groups to solicit preferential treatment from the government. Simply put, one cannot challenge after a legal act with an instrument designed to prosecute illegal activity.

So why not focus on the original source of the malaise? A more substantial impact on competition could be derived from challenging government sponsored administrative barriers and regulation which embeds inefficiencies in the economy and, as we point out above, hatches cartels and other manifestations of preferential treatment. 

3. Experience of Other Countries

Our objections are not only experiential; we have also studied the performance of competition policy programs of those countries around the world that have embraced them. In this paper, we look closely at this experience, especially the African experience. 

Succinctly, we examine competition agency comparative performance using survey data available for 102 countries for the year 2003-2004. Competition policy performance data is drawn from a survey conducted and published in the Global Competitiveness Report (GCR).
  The GCR is a well known database that assembles private sector opinion survey responses and relevant data from independent sources. The Global Competitiveness Report survey is rich in data on many of the relevant issues facing developing countries adopting a competition policy regime, issues that are largely ignored and possibly irrelevant in developed economies. For example, the GCR survey contains reliable measures of the business costs of corruption, the use of informal or traditional dispute-resolution systems, intensity of competition and property rights-consciousness. 

Despite considerable efforts by multilateral lending agencies, international development agencies and national donor agencies to maintain program homogeneity and consistency, competition agency performance has been erratic and varied. For example, Table 2 below displays the average score of various country groupings drawn from a multinational survey assessing national competition policy performance.
   

Table 1
	Country Group
	Average Score
	Number of Countries in Group

	Africa
	3.44
	25

	Asia
	3.94
	14

	Eastern Europe
	3.68
	15

	Latin America
	3.16
	20

	OECD
	5.20
	25

	Entire group of countries in data set
	3.96
	102


But for the OECD countries, all groupings assembled in the table above display below-average performance. Some display deplorable performance; the difference between the Latin America’s countries’ group mean—the lowest of the groupings—and the OECD countries’ group mean—the highest—is almost 2 standard deviations.
  Africa scores in the 30th percentile. 

Why is there such dramatic variance in performance? After all, antitrust is firmly grounded in conventional economics
 and a sufficiently well understood methodology.
 Importantly, with varying degrees of effort and financial assistance, competition policy advocates have worked hard to recommend the same core set of policy goals and objectives to developing and transition economies.
  The competition policy proscriptions adopted by most countries reflect conventional core proscriptions against price-fixing, and horizontal cartels. 

But even if the competition programs had been identical in all their facets across all nations it would not ensure that programs would be administered uniformly. Varying consumer and producer interests and their respective ability to condition or influence the administration of competition policy varies across states; government regulation would reflect these preferences. So not all countries would chose the same administrative path and intensity even if they were all privy to the same toolkit and had comparable administrative abilities. One would expect variance in performance to exist if only as a result of variations in instrument preferences or political will. 

As will be shown later, there are several distinct variables that account for a considerable portion of the variance in performance. But the variation is not general across regions. The decomposition technique used here allows us to separate the influence of the various distinct, exogenous variables across regions. 

Empirical Examination of Performance

What explains the variance in performance? In this section we parse the influence of various explanatory variables on competition agency performance by assuming a linear relationship between independent explanatory variables and competition agency performance, the dependent variable. The dependent variable, representing antitrust agency performance is obtained from the Global Competitiveness Report. The Global Competitiveness Report publishes the results of a standardized survey assessing the effectiveness of antitrust institutions in 102 nations across the world. The GCR surveyed businessmen asking them to rate the effectiveness of the antitrust policy in their particular country, asking them to rate “antimonopoly” policy from “1=lax and not effective and promoting competition” to “7=effectively promotes competition”. 

Explanatory Variables in the Model

The independent variable and their source are presented in Table 2. 

Table 2
	Independent Variables
	Description
	Source

	Income per capita
	Income per capita
	GCR, 2003-2004

	Low-income country
	incomecat = 1 if gdp per capita <4,000
	Authors’ calculation based on intervals established by GCR

	Middle-income country
	incomecat = 1 if 4,000 < gdp per capita <17,000
	Authors’ calculation based on intervals established by GCR

	High-income country
	incomecat = 1 if 17,000 < gdp per capita
	Author’s calculation based on intervals established by GCR

	Common Law 
	Binary variable set to 1 if country reflect a common law tradition and 0 otherwise
	CIA Factbook

	Corruption
	GCR Survey results asking them to rate “antimonopoly” policy from “1=lax and not effective and promoting competition” to “7=effectively promotes competition”
	GCR, 2003-2004

	Size
	Physical size, in sq miles
	CIA Factbook

	Experience
	Number of years since the implementation of a modern competition law
	Author’s calculation based on information in International Bar Association’s Global Competition Forum. www. globalcompetitionforum.org

	Africa
	Binary variable set to 1 if country is an African country and 0 otherwise
	Authors’ calculation

	Asia
	Binary variable set to 1 if country is an Asian country and 0 otherwise
	Authors’ calculation

	Eastern Europe
	Binary variable set to 1 if country is an Eastern European country or a former Soviet Republic and 0 otherwise
	Authors’ calculation

	Latin America
	Binary variable set to 1 if country is a Latin American country and 0 otherwise
	Authors’ calculation

	OECD
	Binary variable set to 1 if country is a member of the OECD and 0 otherwise
	Authors’ calculation

	Presence of Antitrust Law
	Binary variable set to 1 if the country has passed an antitrust law; many countries have antitrust-like statutes embedded in sectoral regulation such as telecom and public utilities
	Authors’ calculation

	Intensity of Competition
	GCR Survey results asking participants to rate “competition in local market from 1=limited in most industries and price cutting is rare, to 7=intense in most industries as market leadership changes over time.”
	GCR, 2003-2004


Gross Domestic Product per Capita
One would expect affluence to account for a significant portion of the performance gap. After all, richer countries are more likely to afford the professional administration of their law enforcement system and the competition laws in particular. In addition, much recent empirical literature shows a strong positive correlation between the quality of a nation’s governance institutions and income per capita. 
However, because competition policy programs in developing and transition economies have been seeded with considerable direct and indirect assistance,
 national affluence may not be an explanatory factor. Thus, because of these competing influences the expected influence of Gross Domestic Product per Capital cannot be established ex ante.
Presence of Common Law
We separate jurisdictions into those having a common law tradition and those who don’t. Recent finance scholarship finds that countries with legal systems based on the common law have more developed financial markets than civil-law countries. Mahoney, arguing that finance is not the sole, or principal, channel through which legal origin affects growth finds that common-law countries have experienced faster economic growth than civil-law countries.
 At their core, these findings suggest that the common law produces faster growth through greater security of property and contract rights. 
Professor Waller discusses inherent difficulties in transferring modern antimonopoly practices to jurisdictions with legal traditions different from common law traditions.
 Professor Newberg offers similar criticism, arguing that the absence of an antimonopoly tradition and jurisprudence fails to provide the legal structure necessary to support a vibrant and dynamic competition policy and necessarily impairs the functioning of an effective competition policy.
  Newberg also notes that a civil law tradition that takes no formal notice of legal precedent would render the competition environment less predictable. Together with the fact that judges are unable to comment on their decisions and enrich the relevant legal doctrine would embed fundamental uncertainties in the system less appealing to the private sector. Thus, to the extent these observations are applicable to competition law we expect those agencies in common law countries to perform better than those in non common law countries. 

There are counterarguments that would negate the seeming advantages of common-law countries. Because competition policy is firmly grounded in mainstream economics, the core learning and administration of policy in non-common law countries is unlikely to vary from administration of competition policy in common law jurisdictions.
  In addition, although competition agencies are not bound by legal precedent many have adopted a policy of institutional deference to their own decisions to provide guidance to private parties and minimize uncertainty. Thus, to the extent that economics offers consistent decision-making and the agencies respect their own internal precedents the potential for procedural pitfalls noted by Professors Waller and Newburg can be overcome, in principle. As a result, because of these competing arguments the expected influence of a common law predictor cannot be established ex ante.

Experience 
Many developing and transition economies have had little or no experience with competition before adopting a competition law and a competition enforcement agency. In some jurisdictions, there was scarce understanding of the role of the agency and often no relevant jurisprudence to accommodate the role of an agency. Understandably, efficient public administration of a competition policy is a skill that requires time and one may expect performance to be directly correlated with years of experience—the Waller and Newberg caveats notwithstanding. Many countries have had anti-monopoly laws in the books for many years. However, their use and effect remained largely dormant because of differences between preferred economic paradigms at the time which often frowned upon market-based policies. Many of these nations, however, revised their competition legislation to adapt their administration to conform to the objectives of pro-market reforms and liberalization programs. In these cases, in the empirical work presented below, the “beginning” year was taken to be the year when the recent competition law was implemented. In a number of instances, competition legislation proceeded over several years, accommodating revisions and other changes; these changes were not accounted for in this study. This information is obtained from the survey of competition laws by the International Bar Association’s Global Competition Forum.
  Again, because of these competing arguments it is not possible to establish the influence of experience as an explanatory variable, ex ante.
Size
It has been argued repeatedly that the best remedy for anticompetitive practices is free and unfettered trade, a remedy even more applicable and salutary in small economies. However, there have been any number of commentators who have carefully examined small economies and concluded that there are attributes exclusive to small economies that render them immune to the benefits of increased trade.
  For example, trade has little impact on non-tradeables. Significant participants in local markets are likely to have historically accumulated market power preserved by regulatory and tariff barriers placed by friendly governments. In principle, the undoing of regulatory barriers to entry of the new free-market regime will result in domestic challenges that will beget competition. In reality, the power and influence of entrenched power groups is unlikely to abate with regulatory changes. 
Another key proposition of free-trade skeptics is that small economies can support fewer firms. Logically, only a few firms are capable of achieving the minimum efficient scale in a small economy given the modest levels of demand.
  The conventional counterargument points out that eliminating tariffs and other barriers to trade naturally leads to broader geographic markets and the potential for growth at the same time as consumers gain from the resulting lower prices and increased choice. Obviously, the small-economy firms can enter the much larger geographic market that resulted from open borders and proceed to compete vigorously. But to achieve the larger optimal scale associate with the now broader geographic market requires time and capital. Because the small economy firm has its domestic constituency, it typically finds it less onerous to protect itself and lobby for non-tariff barriers or any similar protectionist measure rather than compete. As a result of these competing arguments it is not possible to establish the influence of size as an explanatory variable, ex ante.

Corruption
Poor agency performance can be attributed to corruption, either at the enforcement agency, or in the business milieu or both. We expect to find that agencies perform best in economies where corruption is largely absent.

Intensity of Competition

More intense competition is likely to reduce or ameliorate the tasks of the competition agency. A competitive marketplace is also likely to mask the performance of the agency possibly attributing to the agency the Survey data on the intensity of competition is gathered by the Global Competitiveness Report corresponding to the countries for which antitrust performance is available. We expect that agencies will perform best where there is vigorous competition present. 
Estimation Results

We estimate the following model:

Peformance =   αi 
+ β1*GDP per Capita

+ β2*Presence of Common Law 

+ β3*Size

+ β4*Experience with Competition Law

+ β5*Presence of Competition Law

+ β6*Intensity of Competition

+ β7*Less Competition in an Economy

+ Єi 

using ordinary least squares linear regression to examine the relevance and importance of the explanatory variables on the observed variance in agency performance. The coefficient αi is an intercept coefficient and Єi is an error term.

Results for the regression estimates of the coefficients parameters (βi) are presented in the table below. The variables included in the model explain (R2) approximately 85 percent of the variation in performance. 

The first column in Table 3 provides regression results whereas the second column provides the standardized regression coefficients.

Two variables stand out in their significance: the intensity of competition and the level of corruption present both display the expected sign indicating that nations characterized by vigorous competition and little corruption perform comparatively well. Both of these variables together account for approximately 84 percent of the observed variance between nations.

Table 3 
	Explanatory Variable
	Coefficients and T-statistics
	Standardized Coefficients

	Common-Law Present
	0.1193
	0.0521

	
	1.1493
	 

	Antitrust-Law Present
	0.2785*
	0.1155

	
	2.2109
	

	Experience
	0.0022
	0.0300

	
	0.8902
	

	Intensity of Competition 
	0.5047***
	0.3424

	
	5.0338
	

	Less Corruption
	0.4561***
	0.5075

	
	7.6148
	 

	Ln of Income per Capita
	0.0898
	0.0981

	
	1.3405
	 

	Ln of Size
	0.0573*
	0.1160

	
	2.5907
	

	Constant
	-1.9591**
	

	 
	-3.3589
	 

	r2
	0.8472
	

	F -stat
	131.91
	

	Number
	102
	


Note: Ln represents natural logarithms of the explanatory variable. Standard errors are robust; 
*** represents significance at the 0.1% level; ** represents significance at the 1% level 
and * at the 5% level.
Put simply, competition agencies do not appear to perform well in jurisdictions characterized by poor competition and corruption. We explore the logic of these results below.

There are surprising and unexpected results as well. The common law binary variable which identifies jurisdictions characterized by a common law tradition is of no significance, a somewhat unexpected result given the copious studies examining similar differences in the Law & Finance literature. However, as we discussed above antitrust is largely a common law doctrine. In addition, legislation and practice of antitrust has been adopted largely intact by developing and transition economies, even non-common law jurisdictions. These two features may account for the result. 

Similarly, experience with competition policy explains little of the variance in performance; this is surprising but not unexplainable. Because competition policy was an entirely novel initiative in many developing countries when it was adopted, there was no baseline against which to compare an agencies performance. This may in fact be an artifact of the data and survey bias and not necessarily read to suggest that experience does not enhance performance. On the other hand, many of the incipient agencies were provided with considerable financial and technical support. In addition, many were advised to commence enforcement actions with manageable, relatively uncomplicated cases, to facilitate training and constituency building. The benefit of an experienced staff is best observed in disentangling complex cases; these may be yet to come. To the extent this latter reasoning is true one would not expect experience to account for any sizable portion of the performance gap. Only a closer examination of the complexity and difficulty of an agency’s cases would settle this; a study that is best left for another time.

Affluence does not seem to make a difference in explaining the performance gap as we anticipated in our discussion. Last, size offers negligible explanatory value. 

Explanations for Differences in Regional Grouping Performance: How Does Africa Perform?

The regression analysis on the entire sample of nations presented above reveals that factors such as gross domestic income per capita, the intensity of competition, the level of corruption, size and others contribute to the performance divide, some more than others. 
The regression analysis, however, does not identify the relative importance of these factors in contributing to the significant differences in agency performance across the various regional groupings—such as Africa. 

To explore these issues further we resort to the Blinder-Oaxaca decomposition procedure, a technique for parsing inter-group differences in dependent variable into those differences due to the averages between observable characteristics across groups and those due to different assessments of the characteristics of groups. We use the Blinder-Oaxaca decomposition to examine the performance gap between the various regional groupings and also between the three income groupings. The findings are useful for the ongoing policy debate on relevance and desirability of competition policy. 
The technique is discussed in great detail elsewhere.
  For our purposes, a succinct summary is more appropriate. The Blinder-Oaxaca decomposition is an algebraic technique used to divide the difference in performance gap into two components. Thus, the observed performance gap between the OECD and Africa consists of 
1. The Characteristics (or Endowment) Component represents the portion of the performance gap due to differing characteristics between the two groups. For example, the OECD countries tend to have more experience with competition policy than African countries so one would expect their performance to be concomitantly higher. This is a characteristics effect.

2. The Coefficient Component represents the portion of the performance differential due to different estimated assessment of the like characteristics. So if OECD countries are considered better performers than African countries because of the presence of common law it would be a coefficient effect. Put differently, the coefficient effect estimates the extent to which survey respondents differentially assess the characteristics of the OECD nations and the African nations.

Note that the model controls for all seeming independent variables that explain the performance gap. We discussed the importance of political will and national revealed preference for competition policy above but do not account for it formally in the explanatory variable set. All else equal, the intercept is the sole variable available to capture the effects of political will or a nation’s revealed preference for using antitrust policy to address its competition problems. The Blinder-Oaxaca method apportions differences in the intercept term entirely to the coefficient component. Thus, to the extent that a country’s political will or its preference competition tools other than antitrust vary across regions or income groups, the coefficient component is likely to be inflated in the comparisons due to this “missing variable” effect.

The Endowment term can be further decomposed into the separate contributions from group differences in specific variables and is the focus of our analysis. Specifically, we decompose the variance in agency performance across the various regions of the world using the OECD as the benchmark; results are reported in Table 5, below. The individual contributions form group differences in affluence, experience, presence of corruption, and other explanatory variables are reported. 
Table 4
	Explanatory Variable
	Africa
	Asia
	Eastern Europe
	Latin America

	Agency Performance
	3.44
	3.943
	3.68
	3.155

	OECD
	5.2
	5.2
	5.2
	5.2

	Gap
	1.76
	1.257
	1.52
	2.045

	differences due to endowments
	1.916
	1.773
	1.331
	0.913

	differences due to coefficients
	-0.782
	0.028
	-0.103
	-0.099

	differences due to interaction
	0.627
	-0.544
	0.292
	1.231

	Contributions from differences in:
	
	
	
	

	Common-Law Present
	-0.03
	-0.1370
	0
	0.065

	
	-1.6%
	-7.7%
	0.0%
	7.1%

	Antitrust-Law Present
	0.068
	0.2120
	0
	0.054

	
	3.5%
	12.0%
	0.0%
	5.9%

	Experience
	0.286
	-0.0370
	0.024
	0.517

	
	14.9%
	-2.1%
	1.8%
	56.6%

	Intensity of Competition 
	0.644
	0.0260
	0.179
	0.552

	
	33.6%
	1.5%
	13.4%
	60.5%

	Less Corruption
	0.896
	0.2110
	0.727
	-0.006

	
	46.8%
	11.9%
	54.6%
	-0.7%

	Ln of Income per Capita
	0.059
	1.3960
	0.446
	-0.288

	
	3.1%
	78.7%
	33.5%
	-31.5%

	Ln of Size
	-0.008
	0.1030
	-0.045
	0.019

	 
	-0.4%
	5.8%
	-3.4%
	2.1%


Despite the results of the pooled regression the presence of corruption appears to be a factor in Africa and Eastern Europe but of modest importance in Asia and entirely of no consequence in Latin America. Put differently, corruption accounts for 47 and 55 percent of the observed gap in performance between the OECD and African and Eastern European countries, respectively. The results are displayed graphically in Figure 1.

Figure 1
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The intensity of competition in an economy which explained practically a third of the variance in the pooled regression only appears to be relevant in Africa and Latin America. It is of modest importance in Eastern Europe and completely irrelevant in Asia. 

As expected, the largest factor explaining this disparity in performance is the presence of corruption. The varying intensity of competition between the OECD countries and African countries accounts for approximately 37 percent of the performance gap.

Succinctly, the results are not flattering for competition policy. African performance is dismal. Although one hopes that a Mozambican experience would remain above these limitations, Mozambique shares many of the institutional features and constrains present in neighboring African countries. A weak court system, limited antirust jurisprudence, little popular and political support, unavailability of data, inadequate human capital trained in antitrust practice, true independence for administrative agencies and other vital constraints are endemic in developing economies, particularly prevalent in Africa and in full force in Mozambique. Thus, it is difficult to expect a superior result in Mozambique.

Why Do Competition Agencies in Africa Perform Poorly?

Endemic Corruption
Poor agency performance can be attributed to corruption, either at the enforcement agency, or in the business milieu or both. Commentators have argued that antitrust laws alter the relative cost between private cartelization and government-sponsored cartelization. This suggests that shortly after the adoption of a competition policy and assuming the agency is effective and active, we would observe an increase in rent-seeking efforts as interest groups maneuver to protect existing anticompetitive rents without running afoul of the agency. Strictly speaking, this is not corruption. But acts considered corrupt are sufficiently amorphous, especially those occurring in nations with poor governance structures or those nations historically known to coddle corruption, that it is difficult to distinguish legitimate, and legal, rent-seeking, lobbying. Amidst this environment of rampant and historical corruption, it is possible that a domestic agency observer would perceive the efforts of the agency as inconsequential and wrongly assign it poor marks. In fact the agency cannot be faulted for what is necessarily a broader problem of utilizing the wrong tool for the wrong problem. A law enforcement agency is unsuited to challenge legitimate and perfectly, albeit anticompetitive, legal lobbying efforts.
  

Weak Intensity of Competition
More intense competition is likely to reduce or ameliorate the tasks of the competition agency. What forges a vigorously competitive marketplace? Liberal trade policy had long been defended by the proposition that imports discipline domestic producers' market power to raise prices.
  In broad geographic markets, international competition forces domestic firms to be competitive. Clearly one would expect a variable controlling for intensity of competition, one that includes the vibrancy of domestic competition as well as the effect of trade, to be influential in explaining comparative agency performance.
  The best performers will be found in the more competitive economies. However, this does not imply causation, i.e. that the agency is responsible for the vigor of the economy. 
Although the performance gap appears to be largely due to the prevalence of corruption and to the lack of competitive vigor the poor marks can be also be due to the presence of multiplicity of explicit and implicit goals embedded in the competition laws in many developing economies including those in Africa. It is logically impossible, in some instances, to discharge all stated competition policy objectives simultaneously.

This confusion is often homegrown but also aided and encouraged by competition policy proponents in the multilateral agencies, financial institutions both in developing and donor countries. As a result, jurisdictions have embraced any number of explicit and implicit policy objectives.

The World Trade Organization, for example, recently listed “some further examples of objectives from different competition policy instruments:”

· Maintenance of the competitive process or of free competition;
· Freedom of trade, freedom of choice and access to markets;
· Freedom of individual action;
· Securing economic freedom;
· Lessening the adverse effects of government intervention in the marketplace;
· Prevention of abuse of economic power;
· Achievement of economic efficiency.

Equity and social considerations are also proffered as competition policy goals.
  South Africa’s competition code, for example, is accountable for racial equality; many other countries explicitly protect and nurture small businesses. As a result, and not infrequently, the competition policy goals of one country may be at odds with those of a neighboring country. Not infrequently, multiple competition policy objectives within the same country appear to be seemingly at odds with each other. For example, efficiency-enhancing considerations derived from economies of scale and buyer power would support the presence of a Wal-Mart type mega-store in a particular jurisdiction and raise no objection from the competition agency. A mega-store commands economies of scale that typically translate into significant price concessions that get passed on to consumers. The lowered prices and wider inventory often wreaks havoc over existing small business as consumers opt to patronize the mega-store. The actions of a competition agency based on discharging a conventional efficiency-based agenda entails enforcement actions and activity that is directly contrary to those require if it the agency is simultaneously obliged to nurture and protect small and medium-sized business. 

4. What is the Real Problem in Mozambique?
A recent survey of Mozambican private sector businesses reveals that the private sectors’ primary concerns are largely a result of government barriers to trade or government administrative impediments. The survey conducted by the CTA loudly states that the problem lies with the government, and not with private sector anticompetitive practices. The survey polled 10,000 firms, asked to identify competitive difficulties. The results are presented in Table 1 below. The survey is consistent with the results reported by the Global Competitiveness Report, another survey that solicits similar information. 
Table 5
Percentagem dos empresarios que tem difficuldades por Area—Ranking do Indice por Factores Especificos

	Posiçao
	Factores Especificos
	Percentagem por Factores

	1 
	Corrupção
	Inspecções
	81.9%

	2 
	Licenciamento
	Terra
	80.5%

	3 
	Corrupção
	Alfandega
	78.9%

	4 
	Corrupção
	Impostos
	75.9%

	5 
	Transporte servicos
	Custos
	75.5%

	6 
	Finanças
	Custos e juros
	75.1%

	7 
	Registo
	Empresa
	74.3%

	8 
	Licenciamento
	Construção
	72.9%

	9 
	Lei Comercial
	Alfandega
	72.6%

	10
	Financiamento
	Comercial
	68.8%

	11
	Serviços Públicos
	Aéreo
	67.9%

	12
	Serviços Públicos
	Marítimo
	67.3%

	13
	Registo
	Predial
	64.6%

	14
	Infra-estrutura
	Aéreo portos
	64.5%

	15
	Licenciamento
	Comercial
	63.2%

	16
	Financiamento
	Investimento
	62.8%

	17
	Serviços Públicos
	Rodoviário
	60.7%

	18
	Infra-estrutura
	Rede de Caminhos de Ferros
	60.3%

	19
	Financiamento
	Capital de giro
	60.1%

	20 
	Licenciamento
	Industrial
	59.5%

	21 
	Política Económica
	IVA
	58.7%

	22 
	Finanças
	Colateral
	58.5%

	23 
	Infra-estrutura
	Agua
	58.4%

	24 
	Infra-estrutura
	Energia
	58.1%

	25 
	Transporte servicos
	Disponibilidade
	57.9%

	26 
	Finanças
	Acesso
	57.7%

	27 
	Política Económica
	Reembolsos
	57.0%

	28 
	Serviços Públicos
	Seguros
	57.0%

	29 
	Serviços Públicos
	Ferroviário
	55.9%

	30 
	Transporte servicos
	Fidelidade
	55.4%

	31 
	Lei Comercial
	Horários
	54.8%

	32 
	Política Económica
	Pagamentos
	54.0%

	33 
	Infra-estrutura
	Estradas/Pontes
	50.4%

	34 
	Infra-estrutura
	Portos
	50.0%

	35 
	Política Económica
	IRPC
	49.3%

	36 
	Política Económica
	Inspecções
	49.0%

	37
	Infra-estrutura
	Telecomunicações
	47.5%

	38
	Política Económica
	Segurança Social
	33.8%

	39
	Política Económica
	Contratação de estrangeiros
	32.1%

	40
	Política Económica
	Resolução dos conflitos
	32.0%

	41
	Política Económica
	Inspecções 
	31.5%

	42
	Política Económica
	Formas de contrato
	27.7%

	43
	Política Económica
	Indemnizações 
	27.3%

	44
	Política Económica
	Despedimentos e rescisões
	27.1%

	45
	Política Económica
	Salário Mínimo 
	19.6%

	46
	Política Económica
	Ferias e faltas 
	16.2%

	47
	Política Económica
	Pré-avisos 
	15.9%

	48
	Política Económica
	Horários 
	15.0%

	49 
	Política Económica
	Greves 
	12.3%


How costly are these regulatory and administrative barriers? We cannot say specifically for Mozambique. But studies in other countries suggest that these may represent approximately 10 percent of GDP. 

Consider the theoretical returns to an advocacy agency. Stylized numbers are presented in the table below. The numbers proffered are meant primarily to fix ideas rather than precise estimates. 

Table 6

Advocacy Investment

	Item
	Amounts (US$)

	Mozambique GDP
	5,000,000,000

	Regulatory & Administrative Distortions (total)
	10%

	Barreiras Administrativas ao Negócio
	10%

	Serviços Públicos
	10%

	Finanças
	10%

	Política Económica
	10%

	Total Disponible
	500,000,000

	Mozambique Advocacy Budget

Staff: 6 professionals + 3 support
	7,000,000

	Net Advocacy Investment
	493,000,000

	Net Return on Advocacy Investment
	7,043%


It is unreal to expect that any agency will eliminate the array of regulations and administrative burdens. Thus, even if the putative competition agency were to capture 10 percent of the amount above, one would still expect to recover US$700 for every US$ invested. 

The alternative, a focus on prosecuting cartels is not as promising. Again, consider stylized facts presented in Table 7

Table 7

Enforcement Investment
	Item
	Amounts (US$)

	Beer Industry
	9,000,000

	Anticompetitive Markup
	5%

	(P > MC)
	

	Available to Recover
	450,000

	Number of Cases per year
	6.00

	Total Available to Recover
	2,700,000

	Mozambique Advocacy Budget

Staff: 6 professionals + 3 support
	7,000,000

	Net Enforcement Investment
	(4,300,000)

	Net Enforcement Investment
	-61%


The 5 percent represents the conventional threshold utilized by many competition agencies when establishing the presence of market power, defined as a non-transitory and small but significant increase in price. 

Again, the analysis is stylized. The result presented above implies that the agency is fully operational and capable of efficiently challenging cartels and monopolies and recovering the full amount in one year; in reality, procedural guarantees, administrative court timetables and appeals suggest that cases are likely to be lengthy, often encompassing years. Yet, even in this highly favorable scenario the returns to enforcement are negative, implying a loss of 6 dollars for every one committed to the enforcement action in resources. 

The Competition Agency’s Advocacy Function

One of the most widely advertised roles ascribed to a competition agency is the seeming function of championing competition for the benefit of consumers, a task known as “competition advocacy.”
 Competition Advocacy programs exist in most competition agencies around the world. Advocacy programs are designed to analyze and highlight the costliness and implications of regulations—the exact prescription that we advocate. Presumably, information on the tradeoffs involved will result in better-informed decision-making and one that can steer the economy towards efficient markets and ensure benefits for consumers. However, consumer advocacy entails a “jawboning” exercise with the potential of undermining politically powerful actors, a delicate position for a largely technocratic effort by an agency with no political base or popular support. As a result, competition advocacy program successes are fairly modest, if at all.
 Thus, it is unlikely that the putative agency’s competition advocacy function will be able to garner much of the large gains available in challenging administrative burdens and onerous regulations. In principle, the advocacy functions can be “privatized;” a private institution, fully trained in the principles of industrial organization and antitrust economies, the methodology underscoring competition advocacy is equally capable if not better suited to challenge governmental anticompetitive activity. 

5. Concluding Comments

In our opinion, a competition policy program with an associated competition enforcement agency is premature and impractical, offering meager, limited benefits, if at all. Instead, Mozambique would benefit considerably more from a focused private program aimed at challenging and reducing or removing pervasive and onerous government sponsored regulatory and administrative constraints. 

To be sure, there are indications of the presence of anticompetitive practices amidst the private sector in Mozambique. But a competition enforcement agency, entrusted with the ability to sanction, fine and adjudicate is a blunt and clumsy instrument that has been easily co-opted to serve either as a barrier to entry and protectionist tool in neighboring African countries or vitiated by corrupt practices and poor competition. Although one hopes that a Mozambican experience would remain above these limitations, Mozambique shares many of the institutional features and constrains present in neighboring African countries. A weak court system, limited antirust jurisprudence, little popular and political support, corruption,
 unavailability of data, inadequate human capital trained in antitrust practice, true independence for administrative agencies and other vital constraints are endemic to developing economies, particularly prevalent in Africa and in full force in Mozambique. Thus, to expect a superior result in Mozambique is unlikely. An overactive agency in the Mozambican milieu is more likely to result in an implicit “antitrust tax” and, at its worst, have a “chilling” effect on innovation, investment, and entry. 

The pre-eminent competition problem in Mozambique is not the presence of cartels or private sector anticompetitive practices. To the extent these exist, they exist with the implicit and often explicit assistance and support of government institutions. The bigger “bang for the buck” lies in reducing or eliminating administrative costs and restrictions rather than in erecting an entirely novel and alien institution, a government controlled competition agency ostensibly aimed at limiting anticompetitive practice. 
Based on the analysis above, we conclude that the optimal competition policy for Mozambique is on that relies on a private agency or think tank to challenge the real problems of competition in Mozambique. A fully functioning competition law and enforcement agency may be best left for the future. 
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