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Critical Issues in Regulation – From the Journals 

Media, Fake News and Debunking, Ngo Van 

Long, Martin Richardson and Frank Stahler, 
Economic Record, 95, 310, September 2019, pp. 
312-324. 

This paper is about modelling the behaviour of media 
providers in relation to the provision of real news, 
fake news and the debunking of fake news.  In the 
basic model there are two media providers, each of 
whom can issue ‘fake news’ and/or real news, and 
each of whom can invest in the debunking of its 
rival’s fake news.  The model is based on the 
approach to spatial competition of Harold Hotelling 
where there is a spectrum of tastes for a particular 
media viewpoint (ideology).  In the standard Hotelling 
model, there is always a tendency towards sameness 
in what is offered to consumers by the two duopolists.  
In contrast, the model in this paper assumes that 
consumers cannot distinguish between fake news 
and real news, and that producers of news can 
expend resources on debunking fake news of their 
competitor. 

Under the authors’ assumptions, a duopolistic media 
market will reach an equilibrium where only one of 
the media businesses produces fake news, and 
where its rival produces only real news and the 
debunking of its rival’s fake news.  There are other 
results from the duopoly modelling generated by the 
changing of key variables.  For example, an increase 
in the marginal cost of producing real news leads to 
an increase in both the production of fake news and 
of its debunking; and that increased dispersion of 
consumers in terms of ideology (essentially, greater 
polarisation) increases the amount of fake news.   

The authors then go on to compare the duopoly 
market structure with a monopoly.  This comparison 
is in terms of the impact of each market form on the 
provision of fake news.  The question asked, in 
simplified terms, is this:  Does competition reduce 
media bias?  While, in the authors’ model, the answer 
is not straightforward, they do show that a monopolist 
can increase economic welfare as compared with a 
duopoly. 

The authors then consider the implications of the 
establishment of a public news provider.  In their 
model, the introduction of a public broadcaster can 
be welfare improving because it reduces aggregate 
production of fake news.  However, ‘the costs of 

providing only real news are expanded … and, along 
with any fixed costs of [the public broadcaster’s 
establishment], this will reduce welfare’ (p. 323). 

There are five sections in the paper:  Introduction; 
The Model; Comparative Static Results; Monopoly 
and the Role of a Public Provider (two subsections); 
and Conclusion.  

There are 17 items in the reference list, with year of 
publication ranging from 1930 to 2018.  Economists 
cited include Hunt Allcott, Julia Cagé, Matthew 
Gentzkow, Jesse Shapiro, Andrei Shleifer, Wing 
Suen and Ekaterina Zhuravskaya. 

An additional reference is Harold Hotelling’s ‘Stability 
in Competition’ published in the Economic Journal in 
1929.   

The article can be accessed by subscription to the 
Economic Record. 

The Power of Regulatory Regimes 
Reexamined, Dennis L Weisman, Journal of 

Regulatory Economics, 56, 2-3, December 2019, pp. 
125-148. 

This paper contains a re-examination of regulatory 
regimes, with an emphasis on price-cap regulation 
(PCR) and a comparison with accommodative 
competitive entry (ACE) policies.  The author, Dennis 
Weisman, interprets the literature as finding that pure 
PCR is a high-powered regulatory regime because it 
elicits the first-best level of cost-reducing effort.   
Conversely, the regulated business’s investment in 
cost-reducing effort is shown to decrease 
monotonically with the degree of earnings sharing 
under PCR.  The author observes that these findings, 
while standard in the literature, do not account for the 
strategic behaviour of the regulator ex post. 
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Where the regulator controls competitive entry and 
the Hope standard applies, the regulated business is 
no longer the residual claimant for its efficiency gains, 
even under pure PCR.  The findings of the literature 
are reversed in this setting.  The power of the 
regulatory regime may be higher under PCR with 
earnings sharing than under pure PCR.  In fact, 
except in the case of regulatory capture, the 
regulated business does not invest in cost-reducing 
effort under pure PCR.  Nonetheless, while 
investment in cost-reducing innovation is a key metric 
in evaluating regulatory regimes, the policymaker’s 
main consideration is likely to be consumer welfare. 

The author emphasises that these findings do not 
imply that PCR is inferior to traditional rate-of-return 
regulation.  Rather, the superiority of PCR may be 
less than the literature indicates in the circumstance 
where regulators have ACE instruments available.  
This helps explain why the empirical evidence on the 
efficiency gains from PCR is not an unequivocal 
validation of the prevailing theory. 

In terms of future research, alternative assumptions 
regarding the endogeneity of the earnings sharing 
rule (parameter s) merit careful consideration.  This 
may entail either a sharing rule chosen by the 
regulator to maximise economic welfare or one that is 
determined by Nash bargaining between the 
regulator and the regulated business at the outset of 
the price-cap regime.  An outstanding question is 
whether the regulator might choose a welfare-
maximising value for s that is lower than its profit-
maximising value chosen by the regulated business.   
Conceivably, this could arise when the regulated 
business opts for a higher s as a hedge against 
regulatory moral hazard, while the regulator opts for a 
lower s because competition is deemed sufficient to 
prevent excessive earnings and where cost-reducing 
innovation is prioritised.  In addition, the regulator that 
places a premium on administrative and regulatory 
efficiencies may find pure PCR (s = 0) attractive 
because it eliminates the need for annual earnings 
reviews.  Such reviews are depicted in this paper as 
both resource-intensive and highly contentious.  

There are six sections:  Introduction; Definitions and 
Notation; The Model; Numerical Simulations; Policy 
Implications; and Conclusion.  There is one appendix 
titled ‘Proofs of Lemmas and Propositions’. 

There are 44 references, with year of publication 
ranging from 1962 to 2019.  Economists cited include 
Mark Armstrong, Kenneth Arrow, David Besanko, 
Ronald Braeutigam, Luis Cabral, Alfred Kahn, Jean-
Jacques Laffont, John Panzar, Richard Posner, Glen 
O Robinson, David Sappington, Richard 
Schmalensee, Andrei Shleifer, Daniel Spulber and 
Jean Tirole.  A classic reference is Timothy 
Brennan’s ‘Regulating by Capping Prices’ published 
in the Journal of Regulatory Economics in 1989. 

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

What can Deregulators Deregulate?  The 
Case of Electricity, Tin Cheuk Leong, Kwok Ping 

Ping and Kevin K Tsui, Journal of Regulatory 
Economics, 56, 1, August 2019, pp. 1-32. 

This paper is about how competitive generation of 
electricity affects prices, sustainability, and reliability.  
It reports on what is primarily an empirical 
investigation of the introduction of regional 
transmission organisations (RTOs) that facilitate 
open access to transmission, thus increasing the 
prevalence of independent power producers (IPPs). 

The empirical analysis exploits the variation by state 
and year in which the introduction of RTOs took 
place.  The authors first show that deregulation of the 
wholesale market significantly increases the 
prevalence of IPPs.  Using RTO membership as an 
instrument, the authors find that, in their model, IPP 
entry fails to cut electricity prices paid by consumers.  
This ‘non-result’ is also robust to using initial 
electricity tariffs as an instrument for changes in IPP 
in a long-difference specification.   

The authors then provide suggestive evidence that 
the absence of consumer gain can be attributed 
either to efficiency loss due to mandated divestiture 
of generation assets, or that it may simply reflect 
higher upstream transaction costs.  Increased 
prevalence of IPPs is associated with more solar and 
hydro, although the use of non-fossil fuel as a whole 
remains unchanged because there is less nuclear.  A 
greater number of IPPs, however, is also associated 
with less reliability.  A review of the origins of 
electricity deregulation suggests that this tradeoff 
between environmental sustainability and energy 
security is unlikely to have been the major 
determinant of the deregulation.  Rather than a pro-
consumer deregulation, the regulatory change is, in 
the authors’ view, more appropriately interpreted as a 
regulatory capture benefiting IPP entrants and 
existing energy marketers. 

There are seven sections in the paper:  Introduction; 
Wholesale Electricity Restructuring and the Rise of 
the Independent Power Producers; Data Description 
and Empirical Effects of Competitive IPPs Strategy; 
Price Effects of Competitive IPPs; Quality Effects of 
Competitive IPPs; Potential Mechanisms; and 
Conclusion.  There is one appendix. 

There are 45 items in the reference list, with year of 
publication ranging from 1962 to 2017.  Economists 
cited include Gary Becker, Severin Borenstein, 
Timothy Brennan, Claire Friedland, William Hogan, 
Paul Joskow, David Newbery, Michael Pollitt, Nancy 
Rose, George Stigler and Frank Wolak.   



 

3 

A classic reference is George Stigler and Claire 
Friedland’s ‘What can Regulators Regulate? The 
Case of Electricity’ in the Journal of Law and 
Economics in 1962.  The authors revisit this paper, 
but instead ask ‘What can Deregulators Deregulate?.   

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

The Efficiency and Distributional Effects of 
Alternative Residential Electricity Rate 
Designs, Scott Burger, Christopher Knittel, Ignacio 

Pérez-Arriaga, Ian Schneider and Frederik vom 
Scheidt, The Energy Journal, 341, 1, 2020, pp. 199-
239. 

This paper is about alternative residential electricity 
rate designs and their effects on economic efficiency 
and distribution.  It contains both a theoretical and an 
empirical investigation of the impact of rate redesign.  
It also includes a comprehensive review of the 
literature on utility pricing, focusing on the Ramsey-
Boiteux approach to linear pricing and the literature 
on non-linear pricing initiated by Ronald Coase. 

Electricity tariffs typically involve charging residential 
users a volumetric rate that covers the bulk of 
energy, transmission, and distribution costs.  The 
resulting per-unit prices do not reflect marginal costs 
and vary little across time and space.  The 
emergence of distributed energy resources – such as 
solar photovoltaics and energy storage – has caused 
regulators and utilities to become interested in 
reforming electricity tariffs to enable more efficient 
utilisation of these resources.  However, this interest 
has been countered by concerns about the impact on 
different socioeconomic groups.   

The authors analyse the bill impacts of alternative 
rate plans using interval metering data for more than 
100,000 customers in the Chicago area.  They 
combine these data with granular Census data to 
assess the incidence of bill changes across different 
socioeconomic groups. The empirical method used 
includes bootstrapping the data. 

While low-income customers would face bill 
increases on average in a transition to more 
economically efficient electricity tariffs, the authors 
demonstrate that simple changes to fixed charges in 
two-part tariffs can mitigate these disparities while 
preserving all or most of the efficiency gains.  The 
authors state that these designs rely exclusively on 
observable information, and suggest that they could 
be replicated by utilities in many geographies across 
the United States. 

There are five sections in the paper:  Introduction; 
Background, Data and Methods (three subsections); 
Estimating Bill and Consumer Surplus Impacts from 
Efficient Retail Tariffs (two subsections); Mitigating 
Bill Impacts with Progressive Fixed Charges (three 

subsections); and Conclusion.  There is one 
Appendix (seven subsections). 

There are 82 items in the reference list, with year of 
publication ranging from 1927 to 2019.  Economists 
cited include Anthony Atkinson, Marcel Boiteux, 
Severin Borenstein, James Bushnell, Ronald Coase, 
Gerald Faulhaber, Martin Feldstein, Paul Joskow, 
David Newbery, Frank Ramsey, Richard 
Schmalensee, David Sibley, Daniel Spulber, and 
Frank Wolak.  A classic reference is to Frank 
Ramsey’s ‘A Contribution to the Theory of Taxation’ 
published in The Economic Journal in 1927. 

This paper can be accessed by subscription to The 
Energy Journal.  

Peak-Load Pricing with Different Types of 
Dispatchability, Klaus Eisenack and Mathias Mier, 

Journal of Regulatory Economics, 56, 2-3, December 
2019, pp. 105-124. 

This paper is about peak-load pricing with different 
types of dispatchability.  The established theory of 
peak-load pricing is based on high dispatchability, 
where output can instantly adjust.  In contrast, the 
authors consider the circumstance where production 
with different technologies can be adjusted (within 
their capacity) at different speeds.   In this setting, 
some decisions are made before the production 
takes place and others after.  This is important when, 
as is happening worldwide, increasing capacities of 
renewables are integrated into electricity systems.   

The authors consider fixed-load and three types of 
capacity:  partially dispatchable capacity (for 
example, nuclear) that needs to be scheduled ahead 
of actual production; non-dispatchable capacity (for 
example, wind) which produces randomly; and 
highly-dispatchable capacity (for example, gas) that 
adjusts instantly.  Where dispatchability differs, some 
results of the peak-load literature break down.   

One difference from the standard peak-load pricing 
literature is that fewer capacity types will be 
employed in the electricity system.  Either the system 
will evolve with partially dispatchable technologies 
only, or the system will be dominated by non-
dispatchable technologies and supplemented by 
highly-dispatchable capacity.  Another result is that 
non-dispatchable and highly-dispatchable 
technologies can either be substitutes or 
complements for one-another.  Further, the 
probability of outage does not increase if non-
dispatchable capacity becomes cheaper.  Finally, in a 
system with non-dispatchables, capacity decisions 
cannot be decentralised by conventional markets 
because cost recovery is impossible.  Accordingly, 
the integration of renewable electricity generators 
requires alternative market designs. 
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There are seven sections in the paper:  Introduction; 
Model; Optimal Production and Capacity; 
Comparative Statics; Cost Recovery; Comparison 
and Extensions (four subsections); and Conclusion. 

There are 64 items in the reference list, with year of 
publication ranging from 1957 to 2019.  Economists 
cited include Marcel Boiteux, Severin Borenstein, 
James Bushnell, Dennis Carlton, Michael Crew, Paul 
Joskow, David Newbery, Peter Steiner, Jean Tirole, 
Ralph Turvey and Oliver Williamson.  A classic 
reference is to Peter Steiner’s ‘Peak Loads and 
Efficient Pricing’ published in the Quarterly Journal of 
Economics in 1957.  

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

Are OTT Messaging and Mobile 
Telecommunication an Interrelated Market? 
An Empirical Analysis, Nicolas Wellmann, 

Telecommunications Policy, 43, 9, October 2019, 
101831.  

This paper is about over-the-top (OTT) messaging 
(text messaging and mobile voice services) and 
mobile telecommunications, exploring whether or not 
these are interrelated markets.  The author, Nicolas 
Wellmann observes that Facebook and WhatsApp 
have both gained wide popularity among mobile 
users, while, in contrast, the traffic of text messaging 
is in decline.  In this context there is observed to be a 
debate over whether these services are interrelated 
and whether they constitute a joint-product market.  
The empirical analysis of these questions in this 
paper is based on what is described as an ‘innovative 
dataset’ with detailed information on smartphone 
usage in Norway.  The author also suggests that the 
research reported in this paper could be the first 
empirical analysis of how OTT messengers have 
affected usage of traditional mobile services.   

The author uses what is claimed to be a novel 
empirical approach for market definition in the 
complexity of two-sided markets.  The relevant 
literature is reviewed in the second section of the 
paper. 

Demand is modelled by considering the influence of 
potential substitutes and the influence of incoming 
and outgoing traffic.  The estimation technique 
controls for various confounding influences on 
demand.  Formally, the aim is to estimate the effect 
of OTT messenger usage on the demand for both 
technologies.   

The results of the empirical analysis (section 4) 
suggest that OTT messengers complement demand 
for traditional mobile telecommunication services.  
While the results indicate that the two markets are 
interrelated, they do not indicate that they form a 
joint-product market as would be viewed from the 

perspective of competition policy.   This finding has 
important implications for both the current wave of 
mergers in mobile telecommunications and for the 
design of regulation policy. 

The author also suggests an explanation of why 
reductions in the use of text messaging have been so 
great in some countries; while an analogous 
development for mobile voice is rather unlikely. 

Finally, the author suggests that the empirical results 
provide a new perspective on the modelling of 
consumer utility in communication networks. 

There are six sections in the paper:  Introduction; 
Literature Review; Data and Econometric Model (two 
subsections); Estimation Results (two subsections); 
Discussion; and Conclusion.  There is one Appendix 
containing a description of the data. 

There are 58 items in the reference list, with year of 
publication ranging from 1911 to 2018.  Economists 
cited include Mark Armstrong, Carlo Cambini, 
Richard Feasey, Torsten J Gerpott, Lukasz 
Grzybowski, Michael Katz, Paul Klemperer, Jean-
Jacques Laffont, Jean Tirole, Pravin Trivedi, 
Tommaso Valletti and Ingo Vogelsang.  A classic 
reference is Michael Katz and Carl Shapiro, ‘Network 
Externalities, Competition and Compatibility’ 
published in the American Economic Review in 1985. 

This paper can be accessed by subscription to 
Telecommunications Policy. 

First Principles for Going after Google, 

Timothy Brennan, Milken Institute Review, 24 
October 2019. 

This article is about the regulatory approach to the 
‘big-tech’ platforms, Google, Facebook and Amazon, 
particularly from an antitrust perspective, and 
particularly as related to Google.  It is argued in this 
article that cases against Google seem to run into a 
fundamental problem when the ‘consumer welfare’ 
test used in United States antitrust is applied.  Under 
this test, if prices don’t increase, consumers are not 
harmed. Google offers its services free of charge. 
This has led frustrated critics of Google to argue that 
US antitrust law needs to be broadened in scope — 
for example, by including criteria such as privacy or 
small business protection.  However, Timothy 
Brennan argues that there is a way to reconcile 
prevailing antitrust practice with a case against 
Google.  In arguing this, he first takes readers down 
‘memory lane’, looking at the differences in the 
treatment of IBM (which was not proceeded against) 
and AT&T (which was broken up) in the early 1980s.  
Next, he argues that the key is to ask whether 
Google chooses to offer its services for free (possible 
case for antitrust) or whether it is driven by the 
marketplace to offer its services free of charge (no 
case for antitrust). 
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Suppose then that Google provides its basic services 
(particularly search services) free of charge because 
it is too costly to set up a pricing mechanism.   It then 
may only be able to exploit market power on the 
value of search through indirect means.  In particular, 
when people are searching for services where 
Google can independently charge fees – say, for 
advertising on YouTube or booking travel on Google 
Flights – it could bias search results to point people in 
that direction.  Applying the principles used for AT&T 
forty years ago could result in the break-up of Google 
in order to eradicate this anti-competitive behaviour. 

Timothy Brennan provides two caveats to this 
conclusion.  First, this approach is more applicable to 
Google than to either Facebook or Amazon, so 
existing antitrust may only be of limited usefulness in 
relation to big-tech as a whole.  Second, there may 
be important cost savings to Google and benefits to 
consumers from its existing structure.  The cost 
savings come from the advantages of coordinating 
pricing and design across multiple services; and the 
consumer benefits could arise from service 
improvements such as:  faster searches; improved 
quality control; and better customisation.  

The overall conclusion is that antitrust action against 
Google should come only after a careful assessment 
of both Google’s anti-competitive incentive to 
integrate and the benefits of allowing it to continue 
business-as-usual.  Even though a case against 
Google would entail a difficult balancing of complex 
evidence, it would not require discarding conventional 
antitrust principles.  

This article can be accessed by following this link. 

PC Productivity Insights:  Recent 
Productivity Trends, Productivity Commission, 

Canberra, February 2020. 

This study, by Australia’s Productivity Commission 

(PC) provides an analysis of Australia’s recent 

productivity performance.  The PC regards 

productivity performance as a key determinant of 

long-run prosperity.  In 2020, rather than providing a 

single document, the PC will be publishing a series of 

research papers on different aspects of Australia’s 

productivity performance.  This study, the first in the 

series, focuses on Australia’s recent productivity 

trends.  While continuing output growth has extended 

Australia’s recession-free record out to 28 

consecutive years, Australia’s productivity has ‘slid 

backwards for the first time since the mining boom’.  

Output growth has been driven by strong 

employment growth, rather than ‘doing things better’.  

The result is that the labour and multifactor 

productivity performance of the market sector, where 

measurement of performance is most accurate, has 

continued to deteriorate.  However, economy-wide 

generalisations do not capture the fact that some 

industries have experienced strong productivity 

growth, and this sectoral story is emphasised in this 

study.  

Labour productivity and multifactor productivity in the 

market sector both decreased in 2018-19, by 0.2 per 

cent and 0.4 per cent respectively.  This is the first 

decrease since the peak of the investment phase of 

the mining boom in 2012-13.  The PC observes that 

other advanced economies have experienced a 

productivity growth slowdown since about 2005.  

Further, according to the PC, the Australian 

slowdown was ‘somewhat smaller’ than in other 

advanced economies, partly because of the 

expansion of the mining sector during this period. 

Wages growth, measured against consumer prices, 

is observed to have been weak since about 2012-13.  

The PC’s analysis identifies three reasons for this:  

labour productivity growth has slowed (accounting for 

about half of the slowdown in wages); consumer 

price inflation has outpaced producer price inflation 

due mainly to the shifting terms of trade (about a 

quarter of the slowdown); and the labour share of 

income has continued its pattern of decline since 

2000 (accounting for about a fifth of the slowdown in 

wages).  The decrease in the labour share of income 

was due to labour reallocation towards the mining 

sector and increased profitability in the finance 

sector.  

One key sectoral observation in the study relates to 

the electricity, gas, water and waste services sector.  

This was a target of microeconomic reforms through 

the 1980s and 1990s and made a strong contribution 

to overall labour productivity over those years.  

However, it has since given up those gains and 

overall detracted from productivity growth since 2005. 

Subsequent papers in the PC’s Productivity Insights 

series will explore in more detail some of the issues 

raised in this study, such as Australia’s performance 

in an international context and the role of productivity 

as a long-run driver of growth in living standards.  In 

publishing these studies the PC aims to make a 

contribution to public discussion and debate about 

productivity, which in turn can guide policy aimed at 

improving Australia’s future productivity performance.  

There are four sections:  Productivity at a Glance; A 

Strong Labour Market has Supported Continued 

Economic Growth; The Productivity Slowdown; and 

Strong Terms of Trade have Allowed Incomes to 

Outgrow Productivity over the Last 20 Years.  There 

is a Technical Appendix.  

There are 53 items in the reference list, with year of 

publication ranging from 1996 to 2019.  Economists 

cited include William Baumol, Jeffrey Borland, Robert 
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Breunig, Nathan Deutscher, Robert Gregory, Zvi 

Griliches, David Gruen, and Glenn Withers. 

The study can be accessed by following this link.  

Competitive Cross-Subsidization, Zhijun Chen 

and Patrick Ray, The RAND Journal of Economics, 
50, 3, Fall 2019, pp. 645-655. 

This paper is about competition between multiproduct 
suppliers in a setting where they enjoy comparative 
advantages over different goods or services, and 
where customers have heterogeneous transaction 
costs.  As a result, those customers with low costs 
tend to patronise multiple suppliers, whereas those 
with higher shopping costs are more prone to 
one‐stop shopping.  This gives rise to a form of 

‘co‐opetition’, as suppliers’ baskets are substitutes for 

one‐stop shoppers, but their strong products are 

complements for multi‐stop shoppers.  As a result, 
competition for one‐stop shoppers drives total basket 
prices down to total cost.  However, in order to exploit 

their market power over multi‐stop shoppers, 
businesses price strong products above cost and 
weak products below cost.  Furthermore, the 
complementarity of suppliers’ strong products 
generates double-marginalisation problems, which 

here takes the form of excessive cross‐subsidisation.  
In the authors’ model, businesses would benefit from 
mutual moderation, for example, by agreeing to put a 
cap on the prices of strong products.  Such bilateral 
agreements would benefit consumers (competition 

for one‐stop shoppers would still allow them to buy 
the baskets at cost, but multi‐stop shoppers would 
benefit from lower prices), and would also increase 

profits by boosting multi‐stop shopping. 

The authors argue that these insights highlight the 
role of the interaction across products in suppliers' 
own offerings, and the diversity in consumers' 
shopping patterns for the analysis of competition 
among multiproduct suppliers.  The authors observe 
that, interestingly in their view, until recently, the 
empirical literature on platform competition in media 
or healthcare industries, or on retail competition 
between supermarkets, has instead tended to either 

ignore multi‐stop shopping or to focus on a specific 
product category.  Recent work that accounts for the 
multiplicity of product categories and for the 
heterogeneity of shopping patterns, constitutes a 
notable exception, and its findings confirm the 
importance of these features. 

These insights can also shed some light on suppliers' 
incentives to invest in improving their offerings or to 
negotiate better conditions from their own suppliers.  
When endogenising product choices, the authors find 
that businesses indeed do have incentives to 
differentiate themselves by targeting different 
products. 

There are six sections in the paper:  Introduction; 
Baseline Model and Main Results; Heterogeneous 
Preferences; Product Choice; Resale-Below-Cost 
Laws; and Conclusion.  There are two appendices. 

There are 26 items in the reference list, with year of 
publication ranging from 1975 to 2018.  Economists 
cited include Mark Armstrong, Gerald Faulhaber, 
Michael Grubb, Paul Klemperer, Jean Tirole, Hal 
Varian, John Vickers and Dennis Weisman.  A classic 
reference is Gerald Faulhaber’s ‘Cross-Subsidization:  
Pricing in Public Enterprises’ published in the 
American Economic Review in 1975. 

The paper can be accessed by subscription to The 
RAND Journal of Economics.  

Merger Negotiations in the Shadow of 
Judicial Appraisal, Andra Boone, Brian 

Broughman and Antonio J Macias, Journal of Law 
and Economics, 62, 2, May 2019, pp. 281-319. 

This paper is about merger appraisal litigation.  What 
the authors observe to be a recent ‘surge in appraisal 
litigation’ has sparked debate over the desirability of 
appraisal and how this remedy should be structured.  
Much of this debate is based on what the authors 
regard as untested assertions about the ex ante 
effect of appraisal on the structure and pricing of 
takeovers.  The authors systematically investigate 
this effect through a multiple-regression econometric 
analysis.  The econometric analysis utilises changes 
in the perceived strength of appraisal rights in the US 
State of Delaware to study the effects on takeover 
deals. 

One of the main findings in this study is that there is 
evidence that target shareholders receive higher 
abnormal returns (higher premiums and greater 
announcement returns) as the strength of the 
appraisal remedy increases. 

A second finding is that there is no evidence that 
bidders offer a lower up-front price as a means to pay 
off dissenting shareholders after a sale. 

Third, the authors find that the threat of appraisal 
does not appear to limit takeover activity or have an 
impact on the method of payment.   

Fourth, the authors find that events increasing the 
strength of the appraisal remedy have no deterrent 
effect on the likelihood that a business becomes a 
target in a given year.   

Fifth, merger agreements are less likely to include 
contractual protection against appraisal – such as an 
appraisal out-clause or a support-the-vote provision – 
as the strength of the appraisal remedy increases.  
Instead, the authors’ work suggests that bidders 
respond by increasing the offer terms and improving 
the price-setting process. 

https://www.pc.gov.au/research/ongoing/productivity-insights/recent-productivity-trends/productivity-insights-2020-productivity-trends.pdf
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Overall, the results suggest to the authors that 
appraisal provides an important ex ante protection for 
target-firm shareholders.   Recent scholarship shows 
a decline in other forms of merger litigation, 
particularly lawsuits based on fiduciary obligations.  
Courts have begun to adopt more deferential 
standards of judicial review in such cases.  Because 
it is now more difficult to challenge the adequacy of 
merger price through a fiduciary lawsuit, the ability of 
the appraisal remedy to function as a reserve price 
may be more important than previously.  

The authors foreshadow future work about the 
question of how appraisal fits into the broader set of 
legal protections available to shareholders. 

There are six sections in the paper:  Introduction; 
Appraisal in Delaware; Theoretical Framework for the 
Effect of Appraisal Rights (two subsections); Data 
and Research Design (three subsections); 
Regression Results (four subsections); and 
Discussion and Conclusion.  There is one Appendix. 

There are 39 items in the reference list, with year of 
publication ranging from 1950 to 2018.  Economists 
cited include Eugene Fama, Paul Klemperer, John 
Nash and George L Priest. 

The paper can be accessed by subscription to the 
Journal of Law and Economics. 

Antitrust and Economic History:  The 
Historic Failure of the Chicago School of 
Antitrust, Mark Glick, The Antitrust Bulletin, 65, 

340, September 2019, pp. 295-340. 

This paper presents an historical analysis of the 
antitrust laws.  Its central contention is that the history 
of antitrust can only be understood in light of the 
economic history of the United States, and the 
succession of dominant economic policy regimes that 
punctuated that history.  The antitrust laws and a 
subset of other related policies have historically 
focused on the negative consequences resulting from 
the rise, expansion, and dominance of ‘big business’.  
In Mark Glick’s view, antitrust specifically uses 
competition as its tool to address these problems. 

The author traces the evolution of the emergence, 
growth, and expansion of big business over six 
economic eras:  the Gilded Age; the Progressive Era; 
the New Deal; the post-World War II Era; the 1970s; 
and the era of Neoliberalism.  The author considers 
three policy regimes:  laissez-faire during the Gilded 
Age and the Progressive Era; the New Deal (the 
policy regime from the Depression through to the 
early 1970s); and the neoliberal policy regime that, in 
the author’s view, dominates today and includes the 
Chicago School of Antitrust.  

The principal conclusion presented in this article is 
that the activist antitrust associated with the New 
Deal that existed from the late 1930s to the 1960s 

resulted in far stronger economic performance than 
have the policies of the Chicago School that have 
dominated antitrust policy since the 1980s.  

There are eight sections in the paper:  The 
Periodization of Antitrust History; The Gilded Age; 
The Progressive Era; The New Deal and the Great 
Leap Forward; The Golden Age of Capitalism; The 
Crisis of the 1970s; The Age of Neoliberalism; and 
Conclusion.  Many sections are divided into 
subsections and sub-subsections. 

Economists cited include Robert Bork, Milton 
Friedman, Friedrich von Hayek, Paul Krugman, 
Dominique Levy, Karl Marx, Richard Posner, Michael 
Salinger, Steven Salop, Anna Schwartz, Joseph 
Schumpeter, Peter Temin and Michael Whinston. 

This paper can be accessed by subscription to The 
Antitrust Bulletin. 
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Regulatory Decisions in 
Australia and New Zealand 

Australia 

Australian Competition and 
Consumer Commission (ACCC) 

Prohibited Conduct in the Energy Market – 
Draft Guidelines on Part XICA Released 

On 10 March 2020 the ACCC released its draft 
guidelines setting out guidance on how electricity 
retailers and generators should comply with three 
new laws which are designed to reduce the price of 
electricity for consumers.  Final guidelines will be 
released before the new laws come into effect on 10 
June 2020. 

Competition Issues in 5G Spectrum 
Allocation – Consultation Paper Released 

On 26 February 2020 the ACCC released a 

consultation paper and is seeking feedback on 

any competition issues associated with an upcoming 

spectrum allocation which will impact deployment of 

5G services. 

Airport Monitoring Report 2018-19 Released 

On 24 February 2020 the ACCC released its annual 
Airport Monitoring Report.  The ACCC has also 
released a consumer guide about using airport car 
parking.  

Wholesale Market Indicators Report Q4 2019 
Published 

On 20 February 2020 the ACCC released its 
Quarterly Wholesale Market Indicators Report, 
containing information on wholesale access services 
acquired over the NBN. 

Measuring Broadband Australia Eighth 
Report Published 

On 12 February 2020 the ACCC released its eighth 

annual report based on speed tests carried out 

during November 2019.  The next Measuring 

Broadband Australia report will be published in May 

2020. 

Electricity Markets Report 2018-19 Released 

On 22 December 2019 the ACCC released it latest 
six-monthly electricity markets report.  The next 
report is scheduled for May 2020. 

 

Australian Competition Tribunal 
(ACT) 

No reportable matters listed. 

Australian Energy Market 
Commission (AEMC) 

New Regime in the Victorian Declared 
Wholesale Gas Market (DWGM) 

On 12 March 2020 the AEMC announced that it had 

made a final rule regarding allocating and trading 

pipeline capacity rights in the Victorian DWGM. 

Rule on Transparency on Energy Shortfalls 
Released 

On 20 February 2020 the AEMC released new rules 

that will inform power system businesses whether or 

not electricity shortfalls are looming. 

Australian Energy Market Operator 
(AEMO) 

Enactment of Full Pandemic Response Plan 

On 19 March 2020 the AEMO announced that it 

had enacted its full suite of pandemic responses to 

provide the maximum possible protection and 

resilience for its operations.  

Quarterly Energy Dynamics Q4 2019 
Published 

On 10 February 2020 the AEMO published its 

report tracking market impacts of extreme heat, 

generator and transmission line outages, and the 

shifting supply mix for 2019. 

Australian Energy Regulator (AER) 

Retail Energy Market Performance Report Q2 
2019-20 Published 

On 19 March 2020 the AER published its quarter 2 

2019-20 Retail Performance Report for the period 

October to December 2019. 

Revenue Proposals from Victorian Electricity 
Distributors – Review Commenced  

On 28 February 2020 the AER published revenue 

proposals from five businesses about their 

network charges to be collected from consumers, for 

the period 1 June 2021 to 30 July 2026; including 

proposed Tariff Structure Statements for the period. 

https://www.accc.gov.au/media-release/new-laws-aimed-at-fairer-power-prices-for-consumers
https://www.accc.gov.au/media-release/new-laws-aimed-at-fairer-power-prices-for-consumers
https://www.accc.gov.au/media-release/competition-issues-in-upcoming-5g-spectrum-allocation
https://www.accc.gov.au/media-release/competition-issues-in-upcoming-5g-spectrum-allocation
https://www.accc.gov.au/media-release/airports-overcome-weak-passenger-growth-to-report-record-profits
https://www.accc.gov.au/media-release/airports-overcome-weak-passenger-growth-to-report-record-profits
https://www.accc.gov.au/media-release/more-bandwidth-for-nbn-users-as-rollout-progresses
https://www.accc.gov.au/media-release/more-bandwidth-for-nbn-users-as-rollout-progresses
https://www.accc.gov.au/media-release/nbn-plan-speeds-pick-up-for-most-consumers
https://www.accc.gov.au/media-release/nbn-plan-speeds-pick-up-for-most-consumers
https://www.accc.gov.au/media-release/household-electricity-bills-fall-but-affordability-still-a-concern
https://www.accc.gov.au/media-release/household-electricity-bills-fall-but-affordability-still-a-concern
https://www.aemc.gov.au/news-centre/media-releases/new-improved-regime-victorian-gas-market
https://www.google.com/search?q=kilbreda+college+mentone+nicole+mangelsdorf&stick=H4sIAAAAAAAAAOPgE-LUz9U3MDcuTitU4tVP1zc0TDY2SosvKTPQMswot9JPzs_JSU0uyczP009NKU1OBLESc-Iz84pLMktKQbxiq4KizLzkzILEnEWs2tmZOUlFqSmJCmCN6akKual5Jfl5qQp5mUARIDcxLz01pzglvyhtBysjANcOLx2AAAAA&sa=X&ved=2ahUKEwjTgOjIy5PoAhVCzjgGHWQKB1wQmxMoATASegQIDBAD#spf=1583969949634
https://aemo.com.au/news/aemo-covid19-statement
https://aemo.com.au/news/aemo-covid19-statement
https://www.google.com/search?q=kilbreda+college+mentone+nicole+mangelsdorf&stick=H4sIAAAAAAAAAOPgE-LUz9U3MDcuTitU4tVP1zc0TDY2SosvKTPQMswot9JPzs_JSU0uyczP009NKU1OBLESc-Iz84pLMktKQbxiq4KizLzkzILEnEWs2tmZOUlFqSmJCmCN6akKual5Jfl5qQp5mUARIDcxLz01pzglvyhtBysjANcOLx2AAAAA&sa=X&ved=2ahUKEwjTgOjIy5PoAhVCzjgGHWQKB1wQmxMoATASegQIDBAD#spf=1583969949634
https://www.google.com/search?q=kilbreda+college+mentone+nicole+mangelsdorf&stick=H4sIAAAAAAAAAOPgE-LUz9U3MDcuTitU4tVP1zc0TDY2SosvKTPQMswot9JPzs_JSU0uyczP009NKU1OBLESc-Iz84pLMktKQbxiq4KizLzkzILEnEWs2tmZOUlFqSmJCmCN6akKual5Jfl5qQp5mUARIDcxLz01pzglvyhtBysjANcOLx2AAAAA&sa=X&ved=2ahUKEwjTgOjIy5PoAhVCzjgGHWQKB1wQmxMoATASegQIDBAD#spf=1583969949634
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-2-2019-20
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-2-2019-20
https://imanage.accc.gov.au/work/web/r/recent-documents?exclude_emails=true&activity=edit&scope=ACCCandAER&p=1
https://imanage.accc.gov.au/work/web/r/recent-documents?exclude_emails=true&activity=edit&scope=ACCCandAER&p=1
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High Wholesale Electricity Prices on 4 
January 2020 – Report Published 

On 27 February 2020 the AER published a report 

into prices in the wholesale electricity market in 

New South Wales.  

High Wholesale Electricity Prices in 
December 2019 – Two Reports Published 

On 19 February 2020 and on 30 December 2019 the 

AER published reports into prices in the wholesale 

electricity market in South Australia. 

Default Market Offer 2020-2021 – Draft 
Determination Published 

On 10 February 2020 the AER published for public 

consultation its draft determination on the Default 

Market Offer prices for 1 July 2020 to 30 June 2021.  

The final determination will be published in April 

2020. 

South Australia-NSW Interconnector 
Regulatory Investment Test Approved 

On 24 January 2020 the AER published its 

approval of ElectraNet’s Regulatory Investment 

Test for Transmission (RIT-T) application for the 

South Australia-NSW interconnector.  ElectraNet 

must now make an application to the AER for 

contingent project funding for the interconnector. 

Annual Gas Compliance Reports for 2017-18 
and 2018-19 Published 

On 21 January 2020 the AER published an 

overview of reports submitted by gas distribution 

and transmission pipelines against the Annual 

Compliance Order for 2017-18 and 2018-19 for 

service providers of covered gas transmission and 

distribution pipelines.  

Retail Energy Market Performance Report Q1 
2019-20 Published 

On 13 January 2020 the AER published its quarter 

one 2019-20 Retail Performance Report for the 

period July to September 2019. 

National Competition Council 

No reportable matters listed. 

Australian Capital Territory 

Independent Competition and 
Regulatory Commission (ICRC) 

Draft Electricity Feed-in Code – Consultation 

On 27 February 2020 the ICRC released a 

Consultation paper and draft Electricity Feed-in 

Code for public consultation. 

Retail Electricity Price Investigation 2020-24 
– Draft Report 

On 4 February 2020 the ICRC released a draft 

report and proposed price direction for standing 

offer prices for the supply of electricity to small 

customers on ActewAGL’s regulated tariffs from 1 

July 2020. The draft report also sets out the ICRC’s 

draft recommendations aimed at improving the 

transparency and comparability in the ACT retail 

electricity market. 

New South Wales 

Independent Pricing and 
Regulatory Tribunal (IPART) 

Prices for Hunter Water Corporation from 1 
July 2020 – Draft Report and Determination 

On 10 March 2020 the IPART published its draft 

report and determination of pricing from 1 July 

2020 for Hunter Water Corporation. 

Electricity Distribution Reliability Studies – 
Issues Paper Released 

On 3 March 2020 the IPART released an issues 

paper recommending changes to reliability standards 

that could reduce costs to customers.  The reliability 

standards were last updated in 2014, following a 

review by the Australian Energy Market Commission 

(AEMC) in 2012.  A final report is anticipated in 

December 2020. 

https://imanage.accc.gov.au/work/web/r/recent-documents?exclude_emails=true&activity=edit&scope=ACCCandAER&p=1
https://imanage.accc.gov.au/work/web/r/recent-documents?exclude_emails=true&activity=edit&scope=ACCCandAER&p=1
https://imanage.accc.gov.au/work/web/r/recent-documents?exclude_emails=true&activity=edit&scope=ACCCandAER&p=1
https://www.aer.gov.au/communication/aer-publishes-reports-on-high-wholesale-electricity-prices-in-december-2019
https://www.aer.gov.au/communication/aer-publishes-reports-on-high-wholesale-electricity-prices-in-december-2019
https://www.aer.gov.au/news-release/draft-dmo-2020-21-open-for-consultation
https://www.aer.gov.au/news-release/draft-dmo-2020-21-open-for-consultation
https://www.aer.gov.au/news-release/aer-approves-south-australia-%E2%80%93-nsw-interconnector-regulatory-investment-test
https://www.aer.gov.au/news-release/aer-approves-south-australia-%E2%80%93-nsw-interconnector-regulatory-investment-test
https://www.aer.gov.au/news-release/aer-approves-south-australia-%E2%80%93-nsw-interconnector-regulatory-investment-test
https://www.aer.gov.au/communication/annual-gas-compliance-reports-for-2017-18-and-2018-19
https://www.aer.gov.au/communication/annual-gas-compliance-reports-for-2017-18-and-2018-19
https://www.aer.gov.au/communication/annual-gas-compliance-reports-for-2017-18-and-2018-19
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-1-2019-20
https://www.aer.gov.au/communication/retail-energy-market-performance-update-for-quarter-1-2019-20
https://www.icrc.act.gov.au/energy/electricity/electricity-feed-in-code-update
https://www.icrc.act.gov.au/energy/electricity/electricity-feed-in-code-update
https://www.icrc.act.gov.au/energy/electricity/electricity-feed-in-code-update
https://www.icrc.act.gov.au/energy/electricity/retail-electricity-prices-2020-24
https://www.icrc.act.gov.au/energy/electricity/retail-electricity-prices-2020-24
https://www.ipart.nsw.gov.au/Home/Industries/Water/Reviews/Metro-Pricing/Prices-for-Hunter-Water-Corporation-from-1-July-2020
https://www.ipart.nsw.gov.au/Home/Industries/Water/Reviews/Metro-Pricing/Prices-for-Hunter-Water-Corporation-from-1-July-2020
https://www.ipart.nsw.gov.au/Home/Industries/Energy/Reviews/Electricity/Electricity-Distribution-Reliability-Standards
https://www.ipart.nsw.gov.au/Home/Industries/Energy/Reviews/Electricity/Electricity-Distribution-Reliability-Standards
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Northern Territory 

Utilities Commission 

Port of Darwin – 2019 Annual Report to the 
Minister on Material Instances of Non-
Compliance 

On 9 March 2020 the Utilities Commission, the 
economic regulator of the port access and pricing 
regime for the Port of Darwin, published its 2019 
Annual report to the Minister. 

Power and Water Corporation’s Proposed 
Generator Performance Standards – Final 
Decision 

On 4 March 2020 the Utilities Commission published 

its Final Decision on Power and Water Corporation’s 

Proposed Generator Performance Standards.  

Queensland 

Queensland Competition Authority 
(QCA) 

Aurizon Network’s Reference Tariff Proposal 
2020-21 Published 

On 4 March 2020 the QCA 28 February 2020 the 
QCA published Aurizon Network’s Reference Tariff 
Proposal for 2020-21 and invited comments from 
stakeholders. 

Queensland Rail (QR) 2020 Draft Access 
Undertaking (DAU) 

On 28 February 2020 the QCA published its 
decision not to approve QR’s 2020 DAU and issued 
QR with a secondary undertaking notice asking it to 
submit an amended 2020 DAU by 27 April 2020.  

Dalrymple Bay Coal Terminal (DBCT) 2019 
Draft Access Undertaking (DAU) 

On 24 February 2020 the QCA announced that it 

had made an interim draft decision to refuse to 

approve DBCT Management’s proposed 2019 DAU. 

Irrigation Prices for Water Supply Schemes 
operated by Sunwater and Seqwater 2020 to 
2024 – Final Report 

On 10 February 2020 the QCA released its Final 
Report recommending irrigation prices for Water 
Supply Schemes operated by Sunwater and 
Seqwater from 2020 to 2024. 

South Australia 

Essential Services Commission of 
South Australia (ESCOSA) 

SA Power Networks and Off-grid Energy 
Networks Regulatory Performance Reports 
2018-19 Released 

On 13 March 2020 the ESCOSA released its 
Regulatory Performance Reports 2018-19 for SA 
Power Networks and Off-grid Energy Networks. 

Draft Regulatory Determination for SA Water  

On 4 March 2020 the ESCOSA published its 2020 

Draft Regulatory Determination for SA Water for the 

revenue it can recover over the four-year period 

commencing on 1 July 2020.  

SA Water Regulatory Performance Report 
2018-19 Released 

On 4 March 2020 the ESCOSA released its 
Regulatory Performance Report 2018-19 for SA 
Water.  

Review of South Australian Rail Access 
Regime 2020 – Issues Paper Released 

On 5 February 2020 the ESCOSA released its 
Issues Paper for its Review of the South Australian 
Rail Access Regime 2020.  

Ports Price Monitoring Report 2019 Released 

On 3 February 2020 the ESCOSA released its 2019 
Ports Price Monitoring Report.  

Tasmania 

Office of the Tasmanian Economic 
Regulator (OTTER) 

Energy in Tasmania Report 2018-19 Released 

On 17 February 2020 the OTTER released its 

Energy in Tasmania Report 2018-19. 

https://utilicom.nt.gov.au/publications/reports-and-reviews/2019-annual-report-to-the-minister
https://utilicom.nt.gov.au/publications/reports-and-reviews/2019-annual-report-to-the-minister
desktop.ini
https://www.qca.org.au/project/aurizon-network/2017-access-undertaking-ut5/annual-reference-tariff-review/
https://www.qca.org.au/project/queensland-rail/2020-draft-access-undertaking/
https://www.qca.org.au/project/queensland-rail/2020-draft-access-undertaking/
https://www.qca.org.au/project/dalrymple-bay-coal-terminal/2019-draft-access-undertaking/
https://www.qca.org.au/final-irrigation-pricing-recommendations-released/
https://www.qca.org.au/final-irrigation-pricing-recommendations-released/
https://www.escosa.sa.gov.au/news/electricity-news/mar20-news-2020-e-rpr18-19
https://www.escosa.sa.gov.au/news/water-news/mar20-news-2020-w-sawrd20-draft
https://www.escosa.sa.gov.au/news/water-news/mar20-news-2020-w-saw-rp2018-19
https://www.escosa.sa.gov.au/news/rail-news/review-of-the-south-australian-rail-access-regime-2020
https://www.escosa.sa.gov.au/news/ports-news/2019-ports-price-monitoring-report
https://www.escosa.sa.gov.au/news/ports-news/2019-ports-price-monitoring-report
https://www.economicregulator.tas.gov.au/Documents/Energy%20in%20Tasmania%202018-19%20Media%20Release%2020%20116.pdf
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Victoria 

Essential Services Commission 
(ESC) 

Port of Melbourne’s Contractual 
Arrangements – Interim Report 

On 20 March 2020 the ESC released its Interim 

Report on the Port of Melbourne’s approach to 

setting land rents and providing access to port land. 

Minimum Feed-in Tariff for 2020-21 – Final 
Decision 

On 25 February 2020 the ESC published its Final 

Decision on the Minimum Feed-in Tariff for 2020-21. 

Western Australia 

Economic Regulation Authority 
(ERA) 

Dampier to Bunbury Natural Gas Pipeline – 
Proposed Revised Access Arrangement 

On 17 March 2020 the ERA extended the 
consultation period for its review of the proposed 
access arrangement for the Dampier to Bunbury 
Natural Gas Pipeline. 

New Zealand 

New Zealand Commerce 
Commission (NZCC) 

Annual Telecommunications Monitoring 
Report Released 

On 12 March 2020 the NZCC released its Annual 

Telecommunications Monitoring Report.  

Proposal to Amend Powerco and Wellington 
Electricity’s Customised Price Quality Paths 

On 5 March 2020 the NZCC announced that it is 

proposing to amend the customised price-quality 

paths for Powerco and Wellington Electricity.  This is 

to align their cost of capital with that of other 

electricity lines companies.  

Terms and Conditions for Access to 
Unbundled Fibre – Draft Guidance Provided 

On 4 March 2020 the NZCC provided draft guidance 

on its approach to monitoring and enforcing 

obligations on Chorus and other local fibre 

companies to allow retailers access to unbundled 

fibre with acceptable terms and prices. 
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https://www.esc.vic.gov.au/media-centre/state-regulator-releases-interim-report-port-melbourne
https://www.esc.vic.gov.au/media-centre/state-regulator-releases-interim-report-port-melbourne
https://www.esc.vic.gov.au/media-centre/increased-solar-uptake-lowers-minimum-tariff
https://www.esc.vic.gov.au/media-centre/increased-solar-uptake-lowers-minimum-tariff
https://www.erawa.com.au/cproot/21106/2/DBNGP---DBP---AA5---Publication-of-Issues-paper-and-extension-of-time-for-public-submissions.pdf
https://comcom.govt.nz/news-and-media/media-releases/2020/annual-telecommunications-monitoring-report-shows-fibre-broadband-overtakes-copper
https://comcom.govt.nz/news-and-media/media-releases/2020/proposal-to-amend-powerco-and-wellington-electricitys-customised-price-quality-paths
https://comcom.govt.nz/news-and-media/media-releases/2020/draft-guidance-released-on-commissions-approach-to-unbundled-fibre
mailto:Robert.Albon@accc.gov.au
mailto:Genevieve.Pound@accc.gov.au

