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Critical Issues in Regulation – From the Journals 

Should Antitrust be about ‘Antitrust’?, 
Timothy J Brennan, The Antitrust Bulletin, 63, 1, 
2018, pp. 49-64. 

This paper is about the objectives for antitrust.  
Timothy Brennan notes that numerous observers, 
from all sides of the political spectrum, have 
proposed alternatives to economic efficiency as 
objectives for antitrust enforcement and decisions.  A 
list of these alternative objectives includes:  fairness; 
reducing inequality; increasing the labour share of 
income; more jobs; effect on competition (apart from 
consumer welfare); greater consumer choice; 
promoting democracy; reducing concentration of 
political power; globalisation; domestic control over 
resources; media veracity; environmental protection; 
improving managerial competence; and mitigating 
consumer error.  There are four sections in the paper:  
Introduction; Generic Concerns (two subsections); 
Application to Specific Examples (twelve 
subsections); and Concluding Observations. 

Tim Brennan sets out three factors that, in his view, 
raise general doubts about the merits of moving to 
these proposed alternative objectives.  First, in his 
view, antitrust is already sufficiently complex and that 
adding factors may make it even less 
comprehensible to the general public – and even to 
experts.  Second, other policies are available to 
pursue these alternatives; and these are both better 
designed to do this and they are not subject to the 
vagary of whether a particular business or sector 
might be involved in an antitrust violation.  Third, in 
the author’s view, antitrust ought not be distracted 
from its economic-efficiency mission, since there is 
no other economy-wide tool for promoting economic 
efficiency.  

In this paper, those three considerations and others 
are used to assess the potential effectiveness of 
incorporating each of the alternatives into antitrust 
enforcement and adjudication.   While many of these 
alternatives may be a side benefit of antitrust 
enforcement, in the author’s view, they are not 
factors that antitrust enforcers and courts can be 
expected sensibly to trade-off against economic 
efficiency. 

There are 77 footnotes and these footnotes contain 
references made to the literature.  The year of 
publication of the items cited ranges from 1935 to 

2017.  Authors cited include Jonathan Baker, Robert 
Bork, John Hicks, Edmond Malinvaud and John 
Rawls. 

The article can be accessed by subscription to The 
Antitrust Bulletin. 

Regulating Monopoly Price Discrimination, 
Simon Cowan, The Journal of Regulatory Economics, 
54, 1, August 2018, pp. 1-13. 

This paper is about the implications of regulating both 
the level and structure of a monopolist’s prices.  
According to Simon Cowan, the theoretical literature 
has shown that simple forms of regulation of the level 
and structure of a monopolist’s prices yield clear 
results for social welfare (interpreted as economic 
efficiency) and for consumer surplus in quite general 
circumstances.  Uniform margins and uniform price-
cost ratios work in similar ways.  When initially the 
monopolist firm sets a uniform price and costs differ, 
the adoption of a uniform margin ensures that 
consumer surplus increases and, in addition, profits 
increase if demands are convex.  Simon Cowan 
concludes that this result of his analysis provides a 
powerful argument against uniform pricing in such 
circumstances. The author considers a theoretical 
situation where a monopolist sells its product in 
separated markets initially with profit-maximising 
prices.  The effects of requiring a uniform profit 
margin instead of allowing monopoly pricing are 
assessed in this theoretical model.  Setting the 
allowed profit margin equal to the output-weighted 
arithmetic mean of the monopoly margins is shown to 
result in an increase in consumer surplus but a 
reduction in total output.  When instead the margin is 
set equal to the harmonic mean (which is lower), total 
output exceeds the monopoly level if the demand 
functions are convex, and social welfare increases in 
this case. 
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Extensions of the analysis cover the following:  
determining the implications of a uniform ratio of price 
to marginal cost; and analysing setting a uniform 
margin when the initial price is uniform and costs 
differ.  The analysis uses convexity relations and the 
implications of profit-maximisation. 

There are six sections in the paper with the following 
titles:  Introduction; Margin Regulation; Regulating 
the Price-Cost Ratio; Comparing the Uniform Margin 
and Price-Cost Ratio; Starting with a Uniform Price; 
and Conclusion.  

There are eleven items in the reference list, with year 
of publication ranging from 2004 to 2018.  
Economists cited include Arthur Pigou, Katje Seim, 
Hal Varian, John Vickers and Catherine Waddams 
Price. 

The article can be accessed by subscription to The 
Journal of Regulatory Economics. 

Regulation of Non-Marketed Outputs and 
Substitutable Inputs Joachim Bertsch and 

Simeon Hagspiel, The Journal of Regulatory 
Economics, 53, 2018, pp. 174-205. 

In this paper the authors study the regulation of a 
monopolistic business that provides a non-marketed 
output based on multiple substitutable inputs.  In the 
authors’ model, the regulator is able to observe the 
effectiveness of the provision of the non-marketed 
output, but faces information asymmetries with 
respect to the efficiency of the business’s activities.  
Specifically, the authors consider a setting where one 
input and the output are observable, while another 
input and related costs are not observable.  The 
paper is structured as follows:  Section 2 introduces 
the model.  Section 3 presents the optimal regulation 
strategy.  Section 4 compares the optimal regulation 
to simpler regimes.  Section 5 provides additional 
insights based on the authors’ computational 
analysis.  Section 6 concludes. Proofs are contained 
in an Appendix. 

Multidimensional information asymmetries are 
introduced by discrete distributions for the functional 
form of the marginal rate of substitution between the 
inputs, and for the input costs.  For this theoretical 
setting, the authors investigate the theoretically 
optimal Bayesian-regulation mechanism.  They find 
that the first-best solution cannot be obtained in the 
case of there being shadow costs of public funding.  
The second-best solution implies separation of the 
most efficient type with first-best input levels, and 
upwards-distorted (potentially bunched) observable 
input levels for all other types.  Further, the authors 
compare these results to those from a simpler non-
Bayesian approach – that is, a single-pooling 
contract.  The authors say this bridges the gap 
between academic discussion and regulatory 
practice.  In a numerical simulation, the authors 

identify certain conditions in which a single-contract 
non-Bayesian regulation can get close to the second-
best solution of the Bayesian menu of contracts 
regulation. 

There are sixteen items in the reference list with year 
of publication ranging from 1979 to 2014.  
Economists cited include Mark Armstrong, Paul 
Joskow, Roger Myerson, David Sappington, Richard 
Schmalensee and Jean Tirole.  

The article can be accessed by subscription to The 
Journal of Regulatory Economics. 

NEM Structure in Light of Technology and 
Policy Changes, Rajat Sood, Report prepared for 

the Australian Energy Council, 13 December 2018. 

This report considers the profound technological and 
policy shifts occurring in Australia’s National 
Electricity Market (NEM), and the implications of 
those changes for the future performance of the 
competitive elements of the electricity industry, 
generation and retailing.  Recent wholesale and retail 
market outcomes have drawn much regulatory 
scrutiny and led to a number of proposed 
interventions.  These outcomes can be attributed in 
part to certain historical characteristics of the industry 
– including large economies of scale, long lags in 
plant development, highly inelastic demand and the 
infeasibility of storing power – that could result in 
prices that were not only volatile, but also potentially 
inefficient.  However, it is argued in this report that 
this assessment needs a complete refresh due to 
changes that are already starting to impact this 
industry. These changes include the ability to 
efficiently develop generators in smaller increments 
and with more rapid build times; radical cost 
reductions in electricity storage; deepening of the 
transmission grid; and increased short-term elasticity 
of demand.  These technological changes have 
already begun, and are forecast to accelerate 
through the 2020s.  They are reinforced by 
impending market design reforms that are likely to 
lessen the impacts of individual firms’ actions upon 
prices.  The NEM historically exhibited large longer-
term price cycles whereby wholesale prices would fall 
to very low levels, leading to exit of a large plant, 
triggering a major step up in price, followed by a long 
wait until new supply or falling demand returned the 
market to oversupply.  Clearly this created economic 
and political challenges.  However, the industry 
changes noted above should see these price cycles 
become much shallower and shorter.  Less price 
volatility in the short and longer terms has 
implications for policy makers contemplating market 
intervention, as the outcomes driving their concerns 
are likely to naturally dissipate over time.  It is argued 
in this paper that the justification for any intervention 
should be based on the future paradigm rather than 
the historical one. 
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There is an Executive Summary; five sections and 
two annexes.  The five sections are titled:  
Introduction; Concerns Raised by Policy-Makers and 
Regulators (four subsections); Key Features of the 
NEM and Their Implications (four subsections); 
Technology and Policy Changes (seven 
subsections); and Implications of Technology and 
Other Changes (four subsections).  Annex A is titled 
Energy-Only Wholesale Market Operation and Annex 
B contains a Literature Review. 

The report can be accessed here.  

Back to the Future?  Regulating Residential 
Energy Markets, Catherine Waddams Price, 

International Journal of the Economics of Business, 
25, 1, 2018, pp. 147-155. 

This paper is about regulating residential energy 
markets, with particular reference to the United 
Kingdom (UK).  It traces the discussion of residential 
energy prices from the opening of markets in 1996 
and removal of caps on retail prices in 2002 to the 
call for their reintroduction at the 2017 election.  Price 
discrimination has been a policy issue at several 
points on this journey, and its interpretation has 
changed as the market has moved from monopoly 
supply to one with many suppliers.  The focus has 
moved from business offers to consumer response 
and outcomes, incorporating both the demand side 
and the supply side.   

Regulation in many markets is responding to 
‘behavioural’ consumers who do not conform to the 
model of self-interested maximisation inherent in the 
classical economic models.  These models have 
previously informed the regulatory framework of 
privatised UK industries.  Catherine Waddams Price 
observes that, as in many areas, regulatory practice 
runs ahead of theory, challenging economists to 
develop new models which can inform policy in such 
markets.  There are four sections in the paper:  
Background; Price Discrimination in Energy Markets; 
Consumer Response; and Markets, Price 
Differences, Outcomes and Political Economy. 

According to the author, price differentials are an 
inherent part of almost all real-world markets, and the 
focus on equal outcomes rather than equal 
opportunities raises fundamental questions about 
willingness to accept the outcomes of deregulated 
markets – in particular, price differences within 
markets.  It is not clear whether concern to equalise 
prices is specific to the energy market because of its 
history and its salience for low-income groups, or 
whether the increasing understanding of consumer 
behaviour will lead to reinterpretation of the 
responsibility of businesses and greater constraints 
on their activities more generally.  If so, this will, 
according to the author, pose a challenge to build 
market frameworks which reflect new concepts of 

discrimination and political preferences for greater 
equality of outcome. 

There are twenty-one items in the reference list, with 
year of publication ranging over thirty years from 
1987 to 2017.  There are several references to 
publications from government agencies including 
Ofgem and the Competition and Markets Authority.  
Economists cited include Kenneth Corts and Paul 
Klemperer. 

The article can be accessed by subscription to The 
International Journal of the Economics of Business. 

UK Electricity Market Reform and the Energy 
Transition:  Emerging Lessons, Michael Grubb 

and David Newbery, The Energy Journal, 39, 6, 
2018, pp. 1-25. 

This paper is about electricity market reform in the 
United Kingdom (UK).  The 2013 Electricity Market 
Reform (EMR) is seen by the authors as a response 
to the twin problems of securing efficient finance for a 
new generation of low-carbon investments, and 
delivering reliability along with a growing share of 
renewables in its energy-only market.  Four EMR 
instruments are seen as combining to revolutionise 
the sector; stimulating unprecedented technological 
and structural change.  Competitive auctions for both 
firm capacity and renewable energy have seen prices 
far lower than predicted and the entry of unexpected 
new technologies.  A carbon price floor displaced 
coal, whose share fell from 46 per cent in 1995 to 7 
per cent in 2017, halving CO2.  Renewables grew 
from under four per cent in 2008 to 22 per cent by 
2017, and is projected at 30+ per cent by 2020 
despite a political ban on onshore wind.  Neither the 
technological transition nor the regulatory transition is 
complete, and the results to date highlight other 
challenges, notably to transmission pricing and 
locational signals.  The authors conclude that the 
EMR is ‘a step forwards, not backwards; but it is not 
the end of the story’. 

There are eight sections in the paper:  Introduction:  
‘Model or Warning?’; UK Electricity in Context; The 
Case for GB3 Electricity Market Reform; The EMR 
Package; Results to Date; Popular Caricature:  
Return of the ‘Central Electricity Generating Board’?; 
Future Challenges; and Conclusion. 

There are 57 items in the reference list, with year of 
publication ranging from 1992 to 2018.  Economists 
cited include Paul Joskow, Michael Pollitt and 
Richard Schmalensee. 

The article can be accessed by subscription to The 
Energy Journal. 

https://www.energycouncil.com.au/media/14945/20181213-final-report-advice-on-nem-structure-in-light-of-technology-change-stc.pdf
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Impact of High-Powered Incentive 
Regulations on Efficiency and Productivity 
Growth of Norwegian Electricity Utilities, 
Livingstone Senyonga and Olvar Bergland, The 
Energy Journal, 39, 5, 2018, pp. 231-255. 

This paper contains an analysis of the efficiency and 
productivity of electricity distribution utilities in 
Norway during periods of incentive regulation and 
yardstick competition.  A sample of 121 utilities is 
observed for a period of nine years, 2004–2012.  This 
sample is used to estimate an input distance function 
stochastic frontier.  The true fixed-effects model is 
estimated with two inputs, three outputs, and five 
environmental variables.  The authors estimate 
technical efficiency scores and parametrically 
decompose total factor productivity (TFP) into 
efficiency change, technical change, and scale 
change.  There are six sections in the paper:  
Introduction; Electricity Distribution in Norway; The 
Model; Data and Variables; Estimation and Results; 
and Conclusion.  In addition there is an Appendix. 

The authors examine the relationship between the 
use of high-powered incentive regulation and the 
performance of natural-monopoly utilities.  The study 
updates the existing literature on regulation and 
productivity of Norwegian electricity utilities and 
demonstrates the applicability of parametric 
approaches to decomposing TFP.  

The results show that the industry experienced 
significant improvements in technical efficiency after 
a change in regulatory approach to yardstick 
competition.  Moreover, there is a finding of higher 
efficiency improvements in relatively more inefficient 
utilities.  Similarly, the authors find that the industry 
experienced sustained productivity growth mainly 
driven by embodied technical change whose share is 
increasing.  Overall, the industry experienced 
average productivity growth of approximately 1.8 per 
cent.  Productivity growth increased from an annual 
average of 0.38 per cent during the period from 2004 
to 2006 to 2.03 per cent after the change in 
regulation.  

Using these empirical estimates, the authors tested 
two hypotheses regarding the impact of change in 
regulatory policy on efficiency and productivity.  
Consistent with Michael Porter’s hypothesis about 
regulatory impacts, the authors found that, during the 
second regulatory policy period, the industry 
experienced significant improvement in overall factor 
productivity growth driven by embodied technology.  
The conclusions from hypothesis testing are that 
during the period from 2007 to 2012, the industry 
experienced significant improvements in each of 
technical efficiency, technical change, and 
productivity growth as compared to the previous 
regulatory period.  Hence, the policy change seems 

to the authors to have achieved its intended 
objective. 

There are 62 items in the reference list, with year of 
publication ranging from 1953 to 2017.  Economists 
cited include Tim Coelli, Erwin Diewert, Paul Joskow 
and Sten Malmquist. 

The article can be accessed by subscription to The 
Energy Journal. 

Has Europe missed the endgame of 
telecommunications policy? Ingo Vogelsang, 

Telecommunications Policy, 43, 1, February 2019, 
pp. 1-10. 

This paper is about the new European Electronic 
Communications Code (EECC).  While Ingo 
Vogelsang sees the introduction of the code as ‘a 
major milestone in the EU's telecommunications 
policy’, he also asks whether ‘it such a step forward 
… [and whether it] is the endgame?  According to the 
author, being an ‘endgame’ would mean that 
sustainable competition is reached in all 
telecommunications markets.  While the EECC's new 
policy goal of investment in very high-capacity 
connectivity could lead to policies that end in 
sustainable infrastructure competition; the EECC's 
policies are ‘not courageous enough’ to reach this 
goal.  The European Union's gatekeeper policies on 
call terminations and net neutrality (NN) are 
particularly examined in this paper.  So while the 
EECC will have positive effects towards sustainable 
competition, ‘miracles should not be expected’.  In 
particular, the EECC ignores goal conflicts resulting 
from the new high-capacity connectivity goal. 

According to the author, sustainable infrastructure 
competition could actually be increased in these 
ways:  by deregulating two or three equally-sized 
infrastructure providers; by more courageous co-
investment and network-sharing policies with first-
mover incentives; by more spectrum liberalisation; 
and by universal service policy that ‘incentivises 
investment’. 

In the author’s view, the EECC does little to enhance 
competition for gatekeeper access.  Over-the-top 
(OTT) competition for call termination should be 
encouraged and be put on a level basis going along 
with some deregulation.  Termination charges should 
thereafter be deregulated or set at Bill and Keep.  NN 
regulation should be revisited towards a ‘light-touch’ 
approach. 

There are thirty-six items in the reference list, with 
year of publication ranging from 1983 to 2018.  
Economists cited include Marc Bourreau, Wolfgang 
Briglauer, Carlo Cambini and Joshua Gans. 

The article can be accessed by subscription to 
Telecommunications Policy. 



 

5 

Interoperability in a Digital World – New 
Challenges for Interpersonal 
Communications, Peter Kroon and Rene Arnold, 

WIK Discussion Paper No. 437, December 2018. 

Calling someone over the telecommunications 
network or sending an SMS is normally frictionless 
regardless of the respective networks of the 
interacting parties.  However, for services such as 
Facebook Messenger, Signal, and WhatsApp, the 
number of potential communication partners is limited 
to the users of the respective service, since these 
services are typically not interoperable.  Policy 
makers in Germany and at the European level are 
considering imposing interoperability obligations on 
such services. The European Electronic 
Communications Code (EECC) opens up this 
possibility for number-independent interpersonal 
communications services with significant coverage 
and user base.  This discussion paper aims to shed 
light on whether there is any interest for 
interoperability of these services from a consumer 
perspective.  The authors also consider whether 
there may be other economic reasons for imposing 
an interoperability obligation.  The discussion paper 
also contains a consideration of possible impacts of 
such an obligation on innovation, competition and 
data protection. 

The authors conducted a survey of 2,044 consumers 
in Germany.  The results of this survey are that 
‘consumers have no need for interoperability between 
WhatsApp and similar services’.  The survey results 
suggest that consumers actually proactively use the 
technical seams between these services to separate 
different social groups within their personal network. 

The authors then considered whether there are other 
economic reasons for imposing an interoperability 
obligation.  In the authors’ view, an interoperability 
obligation, in particular an asymmetric one, would be 
likely to minimise incentives for innovation and thus 
reduce competition among over-the-top services for 
new functions.  Data protection may also suffer if an 
interoperability obligation was introduced for 
WhatsApp and similar services.  Arguably, the 
technologically lowest level of data protection would 
prevail between the services of the communication 
partners and not the highest. Further, data will 
inevitably be exchanged between the servers of the 
services involved and cannot remain with the one 
with the highest level of data protection. 

Emergency calls could be another reason for an 
interoperability obligation for services beyond the 
ones already connecting to emergency services in 
Germany if indeed a substantial part of the population 
did not rely on telephony for emergency calls.  The 
survey for the present discussion paper cannot 
confirm this either. Virtually all consumers in 

Germany make emergency calls via landline or 
mobile phone, or would do so if necessary. 

The authors conclude that interoperability obligations 
for this type of interpersonal communications 
services that is foreseen in the EECC ‘should not be 
called upon’. 

The article, which is available only in the German 
language, can be accessed from the WIK website. 

Policy Review of Water Reform in the 
Murray-Darling Basin:  The ‘Do’s’ and ‘Do 
Nots’, Rupert Quentin Grafton, Australian Journal of 

Agricultural and Resource Economics, 2019. 

This paper is about the water reforms undertaken in 
the Murray–Darling Basin, Australia since 2007.  In 
the author’s experience, these reforms have been 
viewed as a model for other countries seeking to 
respond to water insecurity.  This paper provides a 
policy review of this water reform and assesses 
whether it delivers on key environmental objectives in 
the 2007 Water Act.  The evaluation includes a 
review of the 2012 Basin Plan, a key instrument of 
the Act, and complementary policies associated with 
the acquisition of water entitlements for the 
environment via direct (reverse tenders) and indirect 
(infrastructure subsidies) means.  Using the objects 
of the Act as a benchmark, an evaluation is provided 
of the following: (i) planned reductions in irrigation 
water extractions in the 2012 Basin Plan; (ii) risks 
associated with the 2018 amendments to the Basin 
Plan that, collectively, allow for an increase in 
irrigation water extractions of approximately 22 per 
cent, relative to the sustainable diversion limits 
specified in the 2012 Basin Plan; (iii) Basin-scale 
environmental outcomes achieved, as of the end of 
2018; and (iv) economic effects of direct and indirect 
methods of acquiring water for the environment.  
Findings from the review generate the author’s ‘Do’s’ 
and ‘Do Nots’ of water reform for Australia, and 
possibly other countries, when managing the trade-
offs between water for irrigation and the environment.  

There are six sections in the paper:  Introduction; 
2007 MDB Water Reform Agenda; 2012 Basin Plan 
and Sustainable Diversion Limits (four subsections); 
Net Change in Environmental Flows, Cost-
Effectiveness and Economic Outcomes (three 
subsections); The ‘Do’s’ and ‘Do Nots’ of Water 
Reform (two subsections); and Conclusions. 

There are seventy two items in the reference list, with 
year of publication ranging from 1971 to 2018.  A 
classic reference is to George Stigler’s ‘The 
Economics of Regulation’ published in The Bell 
Journal of Economics and Management Science in 
1971. 

https://www.wik.org/index.php?id=diskussionsbeitragsliste&L=1#c3182
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The article can be accessed by subscription to 
Australian Journal of Agricultural and Resource 
Economics. 

International Trade, Real GDP, the Terms of 
Trade, and the Australian Economy 2011 to 
2017, Alan Ross Hall, Economic Papers, 37, 3, 

September 2018, pp. 220-229. 

This paper is about what the author regards as the 
mismeasurement of Real Gross Domestic Product 
(GDP) under the international System of National 
Accounts (SNA) constant price accounts (chained 
volumes) that has been adopted in Australia by the 
Australian Bureau of Statistics (ABS).  The objective 
of the paper is to establish that, when changes in the 
terms of trade are large, the SNA incorrectly 
measures a national economy’s real rate of growth, 
its structural characteristics and its productivity.  This 
is through not including the domestic production 
effects of changes in the terms of trade.  There are 
six sections in the paper with the following headings:  
Introduction (two subsections); Empirical 
Confirmation; A Short Note on Productivity; 
Mismeasurement of International Trade; Bad Data 
Withdraw Attention from Good Data:  Australia 2009-
2017; and Conclusion.  

The domestic production effects of changes in the 
terms of trade have been excluded and international 
trade values misreported.  Most of the time, the SNA 
mismeasurements have little real effect, but when 
there are large changes in the terms of trade they 
become significant – Real GDP estimates may, 
according to the author, transform into ‘mere 
counterfactuals’.  This is particularly so when the 
terms of trade are declining. 

The author adjusts the real GDP data for the terms of 
trade over the period 2009 to 2017, and presents a 
graph of ‘Valid Real GDP’ and ‘SNA Real GDP’ over 
those years.  From 2010 to 2012, the Valid Real GDP 
is above SNA Real GDP; while for 2013 to 2017 the 
SNA GDP is above the Valid GDP.  The author is 
concerned that mismeasurement of international 
trade may hamper the economic management of the 
Australian economy. 

The author concludes that it is a matter of concern 
that the international SNA, a significant ‘human 
achievement, continues to be marred by an easily 
remedied national accounting shortcoming’.   

There are twenty items in the reference list, with year 
of publication ranging from 1931 to 2017.  
Economists cited include Colin Clark, Erwin Diewert, 
Denis Lawrence, Dean Parham and Trevor Swan.  A 
classic reference is to Trevor Swan’s ‘Economic 
Control in a Dependent Economy’ published in the 
Economic Record in 1960. 

The article can be accessed by subscription to 
Economic Papers. 

Dynamics of the Hirschman-Herfindahl Index 
under New Market Entries, Maurizio Naldi and 

Marta Flamini, Economic Papers, 37, 3, September 
2018, pp. 344-362. 

This paper is about the measurement of market 
concentration by the Hirschman–Herfindahl Index 
(HHI) and how it changes when a new supplier enters 
the market.  The changes in the HHI reflect the 
change in concentration and may elicit a regulatory 
intervention.  In this paper, Maurizio Naldi and Marta 
Flamini evaluate the potential benefits (HHI 
decrease) or harms (HHI increase) in advance of the 
new entry.  They identify the volume of sales 
achieved by the newcomer leading to either situation 
in two paradigmatic cases:  market expansion and 
market stagnation.  The authors also find the 
maximum benefit achievable (the minimum HHI 
value) after the new entry.  The formulas are then 
applied to a real‐world case:  a merger in the mobile 
telecommunications market.  There are five sections 
in the paper:  Introduction; Market Scenarios; Market 
Expansion; Market Stagnation (subsections:  
Reshuffling; Proportional Erosion; Top-Down Erosion; 
and Bottom-up Erosion); and Conclusion.  There is 
also a five-page technical appendix setting out the 
proofs. 

Rather than focusing on the threshold values for the 
newcomer's market share, the authors predict the 
dynamics of HHI values so as to identify its range of 
variation, and to determine whether competition can 
really benefit from the new entry.  There are two main 
paradigms:  market expansion (the incumbents’ sales 
do not change, and the overall market size increases 
due to the new entry) and market stagnation (the 
market size does not change, and market shares are 
redistributed among the incumbents and the 
newcomer).  After describing the HHI and defining 
the market scenarios, the authors provide the 
following contributions:  

First, for market expansion, it is possible that new 
entry could lead to an increase in concentration.  The 
conditions leading to an increase in concentration are 
identified as relating to low initial (pre-entry) 
concentration and a relatively large size of the new 
entrant.  

Second, for both market expansion and market 
stagnation, the authors identify the minimum value of 
the HHI (hence, the maximum benefit for competition) 
attainable after the new entry.  

Third, the authors prove that the minimum HHI under 
market stagnation is achieved when the newcomer 
first erodes the top businesses’ market shares. 
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The authors suggest that the formulas obtained may 
be applied beforehand by an antitrust authority to 
draw a picture of the level of competition after new 
entry into the market.  In regulated markets, this 
information may be employed to accompany the 
decision to allow that new entry or not.  Similarly, if 
the new entry is associated with a merger operation, 
the regulatory authority may use the formulas 
proposed to derive the level of sales that the 
newcomer should achieve for market competition to 
benefit from the whole operation.  Consequently the 
authority may assess if that level is actually 
achievable or not. 

There are thirty one items in the reference list, with 
year of publication ranging from 1977 to 2016.  
Economists cited in the reference list include Ivan 
Brezina, Eli Noam and Richard Schmalensee. 

The article can be accessed by subscription to 
Economic Papers. 
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Regulatory Decisions in 
Australia and New Zealand 

Australia 

Australian Competition and 
Consumer Commission (ACCC) 

Monitoring of Supply in the National 
Electricity Market (NEM) – March 2019 Report 
Published 

On 29 March 2019 the ACCC published its first 
report as part of its public inquiry to monitor the 
prices, profits and margins in the supply of electricity 
in the NEM. 

Lochard’s Acquisition of Heytesbury Gas 
Reservoirs Not Opposed 

On 21 March 2019 the ACCC announced it will not 
oppose Lochard Energy’s proposed acquisition of 
the Heytesbury depleted gas reservoir assets from 
Origin Energy. 

Communications Market Report for 2017-18 
Released 

On 28 February 2019 the ACCC released the 

ACCC’s communications market report for 2017-

18.  This report is the first since the wide-ranging 

communications sector market study in April 2018. 

Australian Rail Track Corporation 2008 
Interstate Access Undertaking January 2019 
Variation 

On 28 February 2019 the ACCC announced that the 

Australian Rail Track Corporation’s (ARTC) 2008 

interstate rail network access undertaking has 

been revised to operate for another 12 months. 

Airport Monitoring Report 2017-18 Released 

On 25 February 2019 the ACCC released its airport 
monitoring report for 2017-18, as part of a federal 
government directive that the ACCC monitor 
Australia’s four largest airports until 2020.  

NBN Wholesale Market Indicators Report 
Released 

On 12 February 2019 the ACCC released its 
quarterly Wholesale Market Indicators Report, 
containing information on wholesale access services 
acquired over the NBN. 

Measuring Broadband Australia Report 
Released 

On 6 February 2019 the ACCC released the latest 

Measuring Broadband Australia report, as part of 

its national broadband performance monitoring and 

reporting program launched in April 2017. 

Water Charge (Infrastructure) Rules – Murray 
Irrigation Breach 

On 19 December 2018 the ACCC announced the 

determination that Murray Irrigation Limited 

breached the Water Charge (Infrastructure) Rules, 

and that the matter will be resolved without 

enforcement action. 

Bulk Grain Ports Monitoring Report 2017-18 
Released 

On 14 December 2018 the ACCC released its 

annual bulk grain ports monitoring report.  The 

ACCC monitors and enforces compliance with the 

Port Terminal Access (Bulk Wheat) Code of Conduct. 

Australian Competition Tribunal 
(ACT) 

No reportable matters listed. 

Australian Energy Market 
Commission (AEMC) 

Australian Renewable Energy Agency and 
AEMC Memorandum of Understanding 

On 14 February 2019 the AEMC announced that it 

had, with the Australian Renewable Energy Agency, 

signed a Memorandum of Understanding to 

formalise cooperation on the work underway to 

facilitate innovation in Australia’s energy markets. 

AEMC Annual Report on Electricity Price 
Trends Released 

On 21 December 2018 the AEMC released its 

annual report on electricity price trends. 

https://www.accc.gov.au/media-release/lochard%E2%80%99s-acquisition-of-heytesbury-gas-reservoirs-not-opposed
https://www.accc.gov.au/media-release/telco-prices-down-and-more-data-on-offer-but-continued-scrutiny-needed
https://www.accc.gov.au/media-release/telco-prices-down-and-more-data-on-offer-but-continued-scrutiny-needed
https://www.accc.gov.au/media-release/interstate-rail-network-access-undertaking-to-continue
https://www.accc.gov.au/media-release/interstate-rail-network-access-undertaking-to-continue
https://www.accc.gov.au/media-release/interstate-rail-network-access-undertaking-to-continue
https://www.accc.gov.au/media-release/airport-profits-mostly-up-but-service-also-improves
https://www.accc.gov.au/media-release/airport-profits-mostly-up-but-service-also-improves
https://www.accc.gov.au/media-release/most-nbn-consumers-now-on-higher-speed-plans
https://www.accc.gov.au/media-release/most-nbn-consumers-now-on-higher-speed-plans
https://www.accc.gov.au/media-release/nbn-speeds-mostly-steady-but-improvements-needed
https://www.accc.gov.au/media-release/nbn-speeds-mostly-steady-but-improvements-needed
https://www.accc.gov.au/media-release/murray-irrigation-breaches-water-charge-rules
https://www.accc.gov.au/media-release/murray-irrigation-breaches-water-charge-rules
https://www.accc.gov.au/media-release/bulk-grain-ports-monitoring-highlights-access-issues
https://www.aemc.gov.au/news-centre/media-releases/memorandum-understanding-between-australian-renewable-energy-agency-0
https://www.aemc.gov.au/news-centre/media-releases/electricity-prices-falling-overall-variation-between-jurisdictions
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Australian Energy Market Operator 
(AEMO) 

2019 Victorian Gas Planning Report 
Released 

On 28 March 2019 the AEMO released its Victorian 

Gas Planning Report which provides information 

about the supply-demand balance over the next five 

years (2019-23) in Victoria, and the Victorian 

Declared Transmission System. 

Quarterly Energy Dynamics Report Q4 2018 
Released 

On 13 February 2019 the AEMO published its 

Quarterly Energy Dynamics Report.  

Geographically, the report covers the National 

Electricity Market – (Queensland, New South Wales, 

the Australian Capital Territory, Victoria, South 

Australia and Tasmania) – and the east coast gas 

markets.  The report also incorporates analysis on 

the energy markets in Western Australia 

Australian Energy Regulator (AER) 

Report on High Wholesale Electricity Prices 
in Victoria and South Australia (24 January 
2019) 

On 26 March 2019 published a report on events in 

Victoria and South Australia on 24 January 2019 that 

resulted in wholesale electricity spot prices exceeding 

$5000 per megawatt hour. 

Default Market Offers – Draft Legislative 
Instrument Published 

On 15 March 2019 the AER published the draft 

legislative instrument to accompany its draft 

Default Market Offer (DMO) Prices Determination for 

consultation.  The draft DMO Prices Determination 

was published on 23 February 2019. 

Forecasting Opex Productivity Growth for 
Electricity Distribution – Final Decision 

On 8 March 2018 the AER released a final 
decision paper on its approach to forecasting 
operating expenditure (opex) productivity growth 
for electricity distributors. 

Retail Energy Market Performance Update for 
Q2 2018-19 

On 5 March 2019 the AER the AER published retail 

energy market performance data: five quarters of 

data from Q2 2017-18 to Q2 2018-19 and five years 

of data from 2013-14 to 2017-18.  An 

accompanying report is also provided. 

Annual Gas Compliance Reports for 2016-17 

On 12 February 2019 the AER published an 

overview of reports submitted by gas distribution 

and transmission pipelines against the Annual 

Compliance Order for service providers of 

covered gas transmission and distribution pipelines. 

Retail Energy Market Performance Update for 
Q1 2018-19 

On Friday 25 January 2019 the AER published 
retail energy market performance data: five 
quarters of data from Q1 2017-18 to Q1 2018-19 and 
five years of data from 2013-14 to 2017-18.  An 
accompanying report is also provided. 

Network Tariff Variation for APA Victorian 
Transmission System Approved 

On 20 December 2018 the AER published its 

approval of network tariff variation notice for APA 

Victorian Transmission System (APA VTS) for 

2019. 

National Competition Council 
(NCC) 

Revocation of the Declaration of the 
Shipping Channel Service at the Port of 
Newcastle – Statement of Preliminary Views 

On 19 December 2018 the NCC published its 

Statement of Preliminary Views, being that it 

proposed to recommend to the designated Minister 

that the declaration be revoked.  The NCC will 

consider the submissions received by 4 February 

2019, prior to reaching its final views. 

Australian Capital Territory 

Independent Competition and 
Regulation Commission (ICRC) 

Energy Purchase Costs – Technical Paper 
Released 

On 1 February 2019, the ICRC released a technical 
paper Electricity Model and Methodology Review 
2018-2019. 

 

https://www.aemo.com.au/Media-Centre/2019-Victorian-Gas-Planning-report-released
https://www.aemo.com.au/Media-Centre/2019-Victorian-Gas-Planning-report-released
http://www.aemo.com.au/Media-Centre/AEMO-publishes-Quarterly-Energy-Dynamics---Q4-2018
https://www.aer.gov.au/communication/aer-publishes-issues-papers-for-energex-ergon-energy-directlink-and-sa-power-networks
https://www.aer.gov.au/communication/default-market-offers-draft-legislative-instrument
https://www.aer.gov.au/communication/default-market-offers-draft-legislative-instrument
https://www.aer.gov.au/node/63358
https://www.aer.gov.au/node/63358
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-2-2018-19
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-2-2018-19
https://www.aer.gov.au/communication/aer-publishes-annual-gas-compliance-report-for-2016%E2%80%9317
https://www.aer.gov.au/communication/aer-publishes-annual-gas-compliance-report-for-2016%E2%80%9317
https://www.aer.gov.au/communication/aer-publishes-annual-gas-compliance-report-for-2016%E2%80%9317
https://www.aer.gov.au/communication/aer-publishes-annual-gas-compliance-report-for-2016%E2%80%9317
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-1-2018-19
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-1-2018-19
https://www.aer.gov.au/communication/victorian-gas-transmission-tariffs-for-2019
https://www.aer.gov.au/communication/victorian-gas-transmission-tariffs-for-2019
https://www.aer.gov.au/communication/victorian-gas-transmission-tariffs-for-2019
http://ncc.gov.au/application/consideration-of-possible-recommendation-to-revoke-declaration-of-service-a
http://ncc.gov.au/application/consideration-of-possible-recommendation-to-revoke-declaration-of-service-a
https://www.icrc.act.gov.au/wp-content/uploads/2019/01/Report-1-of-2019-Technical-Paper-Electricity-Model-and-Methodology-Review-2018–19.pdf
https://www.icrc.act.gov.au/wp-content/uploads/2019/01/Report-1-of-2019-Technical-Paper-Electricity-Model-and-Methodology-Review-2018–19.pdf
https://www.icrc.act.gov.au/wp-content/uploads/2019/01/Report-1-of-2019-Technical-Paper-Electricity-Model-and-Methodology-Review-2018–19.pdf
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New South Wales 

Independent Pricing and 
Regulatory Tribunal (IPART) 

Review of Rental Arrangements of 
Communication Towers on Crown Land – 
Issues Paper Released 

On 26 February 2019 the IPART announced that the 

NSW Government has asked IPART to review the 

rental arrangements for communication towers 

on Crown Lands, and to present a final report to the 

Minister for Lands and Forestry and the Minister for 

the Environment within ten months of receiving the 

terms of reference with a view to a revised fee 

schedule being applied by land management 

agencies from July 2020. 

Northern Territory 

Utilities Commission 

2017-18 Northern Territory Electricity Retail 
Review 

On 22 March 2019 the Utilities Commission 
published its inaugural Northern Territory 
Electricity Retail Review. 

Final Report – 2018 Ports Access and Pricing 
Review Published 

On 19 March 2019 the Utilities Commission 

published its Final Report – 2018 Ports Access and 

Pricing Review.     

2019-2022 Prescribed Port Services Final 
Price Determination for the Port of Darwin 

On 13 February 2019 the Utilities Commission 

issued a final determination, following publication 

in December 2018 of a draft version of the new price 

determination, and inviting submissions from port 

stakeholders.  

 

Queensland 

Queensland Competition Authority 
(QCA) 

Regional Electricity Prices 2019-20 – Draft 
Determination 

On 28 February 2019 the QCA released its draft 
determination on regulated retail electricity prices 
for regional Queensland in 2019–20.  

SEQ Retail Electricity Market Monitoring 
Report Released 

On 31 January 2019 the QCA released a report 

about the prices that electricity retailers in south east 

Queensland (SEQ) offered between 1 October and 

31 December 2018. 

South Australia 

Essential Services Commission of 
South Australia (ESCOSA) 

2019 Review of the Water Third Party Access 
Regime – Draft Report 

On 19 March 2019 the ESCOSA published its Draft 
Report - 2019 Review of the Water Third Party 
Access Regime.   

SA Power Networks’ Performance December 
Quarter 2018 Released  

On 4 March 2019 the ESCOSA published SA Power 

Networks’ end of year performance results. 

South Australian Bulk Grain Export Supply 
Chain Inquiry – Final Report 

On 29 January 2019 the ESCOSA announced that 
the SA Treasurer has released the ESCOSA’s final 
report on the Inquiry into the South Australian 
bulk grain export supply chain costs. 

SA Water Regulatory Performance Report 
2017-18 Released 

On 22 January 2019 the ESCOSA released a fact 

sheet reporting on SA Water’s regulatory 

performance during the period 1 July 2017 to 30 

June 2018. 

SA Power Networks’ Performance September 
Quarter 2018 Released 

On 21 December 2018 the ESCOSA published SA 

Power Networks’ end of year performance 

results. 

https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Tower-Sites/Rental-arrangements-of-communication-towers-on-Crown-Lands-2018
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Tower-Sites/Rental-arrangements-of-communication-towers-on-Crown-Lands-2018
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Tower-Sites/Rental-arrangements-of-communication-towers-on-Crown-Lands-2018
http://www.utilicom.nt.gov.au/Newsroom/Lists/Posts/Post.aspx?ID=312
http://www.utilicom.nt.gov.au/Newsroom/Lists/Posts/Post.aspx?ID=312
http://www.utilicom.nt.gov.au/Newsroom/Lists/Posts/Post.aspx?ID=310
http://www.utilicom.nt.gov.au/Newsroom/Lists/Posts/Post.aspx?ID=310
http://www.utilicom.nt.gov.au/Ports/PriceRegulation/Pages/default.aspx
http://www.utilicom.nt.gov.au/Ports/PriceRegulation/Pages/default.aspx
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2019/Feb/Draft-determination-on-2019-20-regional-electricit
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2019/Feb/Draft-determination-on-2019-20-regional-electricit
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2019/Jan/SEQ-retail-electricity-market-monitoring
https://www.escosa.sa.gov.au/projects-and-publications/publications
https://www.escosa.sa.gov.au/projects-and-publications/publications
https://www.escosa.sa.gov.au/news/electricity-news/mar18-news-2018-e-sapn-dec18
https://www.escosa.sa.gov.au/news/electricity-news/mar18-news-2018-e-sapn-dec18
https://www.escosa.sa.gov.au/news/inquiry-news/inquiry-into-the-south-australian-bulk-grain-export-supply-chain-costs-final-report
https://www.escosa.sa.gov.au/news/inquiry-news/inquiry-into-the-south-australian-bulk-grain-export-supply-chain-costs-final-report
https://www.escosa.sa.gov.au/news/water-news/sa-water-regulatory-performance-report-2017-18
https://www.escosa.sa.gov.au/news/water-news/sa-water-regulatory-performance-report-2017-18
https://www.escosa.sa.gov.au/news/water-news/sa-water-regulatory-performance-report-2017-18
https://www.escosa.sa.gov.au/news/electricity-news/dec18-news-2018-e-sapn-perf-sep-2018
https://www.escosa.sa.gov.au/news/electricity-news/dec18-news-2018-e-sapn-perf-sep-2018
https://www.escosa.sa.gov.au/news/electricity-news/dec18-news-2018-e-sapn-perf-sep-2018
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Tasmania 

Office of the Tasmanian Economic 
Regulator (OTTER) 

Regulated Feed-in Tariff Rate Investigation 
Draft Report 2019 

On 27 March 2019 the OTTER released a Draft 

Report in relation to the 2019 Regulated Feed-in 

Tariff Rate Determination Investigation. 

Victoria 

Essential Services Commission 
(ESC) 

Minimum Feed-in Tariffs for 2019-2020 
Announced 

On 28 February 2019 the ESC announced that from 

1 July this year, the minimum price Victoria’s solar 

households will receive for the power they export 

to the grid will increase by two cents per kilowatt 

hour. 

Victorian Energy Market Report 2017-18 
Released 

On 26 February 2019 the ESC announced it had 

published the Victorian Energy Market Report 

2017–18. 

Western Australia 

Economic Regulation Authority 
(ERA) 

National Performance Report Urban Water 
Utilities 2017-18 Published 

On 1 March 2019 the ERA, as representative of 
Western Australia, announced the publication of the 
Bureau of Meteorology’s National performance 
report 2017-18: Urban water utilities.  Western 
Australia is a signatory to the National Water Initiative 
Agreement and must report independently and 
publicly on pricing and service quality of water 
service providers each year. 

Rate of Return Guidelines (2018) for Gas 
Transmission and Distribution Networks – 
Publication of Final 

On 18 December 2018 the ERA published its final 

rate of return guidelines, setting out the ERA’s 

revised approach under the National Gas Rules for 

determining the rate of return for gas transmission 

and distribution networks. 

New Zealand 

New Zealand Commerce 
Commission (CCNZ) 

Transpower’s Proposed Price-Quality Path – 
Consultation Paper Released 

On 7 February 2019 the CCNZ released a 

consultation paper seeking feedback on the key 

issues it will be considering when resetting 

Transpower’s individual price-quality path. 

Measuring Broadband New Zealand – Initial 
Findings Report Released 

On 21 December 2018 the CCNZ released the first 

report from its enhanced broadband monitoring 

programme, revealing fibre broadband services are 

consistently delivering less than 75 per cent of the 

maximum speeds available.  

Telecommunications Development Levy – 
Final Decision 

On 20 December 2018 the CCNZ released its final 

determination on how much seventeen 

telecommunications providers will each pay towards 

the Government’s $50 million Telecommunications 

Development Levy for 2017-18. 

Telecommunications Monitoring Report – 
Twelfth Annual Report Released  

On 18 December 2018 the CCNZ released its 12th 

Annual Telecommunications Monitoring Report, 

which suggests that fibre will overtake copper as the 

main way households access the internet within New 

Zealand. 

 

https://www.economicregulator.tas.gov.au/about-us/media-releases
https://www.economicregulator.tas.gov.au/about-us/media-releases
https://www.esc.vic.gov.au/media-centre/boost-solar-homeowners-minimum-feed-tariff-rising
https://www.esc.vic.gov.au/media-centre/boost-solar-homeowners-minimum-feed-tariff-rising
https://www.esc.vic.gov.au/media-centre/boost-solar-homeowners-minimum-feed-tariff-rising
https://www.esc.vic.gov.au/media-centre/call-wait-times-blow-out-while-energy-customers-pay-big-missing-discount-deadlines
https://www.esc.vic.gov.au/media-centre/call-wait-times-blow-out-while-energy-customers-pay-big-missing-discount-deadlines
https://www.erawa.com.au/notices
https://www.erawa.com.au/notices
https://www.erawa.com.au/cproot/19973/2/Notice%20-%202018%20Gas%20Rate%20of%20Return%20Guidelines%20-%20Publication%20of%20Final%20Guidelines.PDF
https://www.erawa.com.au/cproot/19973/2/Notice%20-%202018%20Gas%20Rate%20of%20Return%20Guidelines%20-%20Publication%20of%20Final%20Guidelines.PDF
https://comcom.govt.nz/news-and-media/media-releases/2019/commission-seeks-input-on-transpowers-proposed-price-quality-path
https://comcom.govt.nz/news-and-media/media-releases/2019/commission-seeks-input-on-transpowers-proposed-price-quality-path
https://comcom.govt.nz/news-and-media/media-releases/2018/home-fibre-broadband-performing-below-potential
https://comcom.govt.nz/news-and-media/media-releases/2018/home-fibre-broadband-performing-below-potential
https://comcom.govt.nz/news-and-media/media-releases/2018/final-decision-on-contributions-to-$50-million-telecommunications-development-levy
https://comcom.govt.nz/news-and-media/media-releases/2018/final-decision-on-contributions-to-$50-million-telecommunications-development-levy
https://comcom.govt.nz/news-and-media/media-releases/2018/annual-telecommunications-monitoring-report-shows-fibre-broadband-hot-on-the-heels-of-copper
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Regulatory News 

2019 ACCC and AER Regulatory Conference  

The 2019 ACCC and AER Regulatory Conference 

will be held in Brisbane on Thursday 1 August and 

Friday 2 August 2019.  Please check the conference 

page for updated information. 
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