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Some remarks 

 

Let me start at the beginning, economic growth describes the increase in the production 

of goods and services in an economy which is accompanied by an increase in incomes and 

jobs.  

The effect of competition on growth in general can be described in two different ways. 

One way is to describe the link between competition and the drivers of economic growth.  

Competition policy promotes growth drivers such as productivity, innovation, investments 

and lower prices. 

- Competition policy contributes to productivity and economic growth through 3 main 

channels 

 

a. Internal productivity: competition induces firms to become more efficient to 

stay ahead of rivals. 

b. Sectoral productivity: competition allows high productivity firms to replace 

laggards. 

c. Dynamic efficiency: competition pushes firms to invest and innovate. 

 

- Competition leads to lower prices, including lower input prices, lower costs and more 

economic activity in follow on markets. 

I want to focus on the specific effects of competition law on productivity and growth. 

However, I think it is important to recognize that competition law interventions rarely 

target productivity growth directly, instead they focus on promoting competition itself, 

often measured by lower prices, entry or other consumer benefits, and in doing so, 

contributes to productivity growth and therefore to economic growth overall.  

- For example, (1) the uncovering of the fertiliser cartel and cement cartel has led to 

entry, (2) retrospective studies of the results of competition actions have shown 

the overcharge in flour cartel ranged from about 10% to about 42% and the 

overcharge in the precast concrete products ranged from about 16% to about 57%. 

The other way is to describe the link between competition policy and the challenge of 

poverty and inequality because the pace of growth is not everything, the pattern of 
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growth also matters. Desirable effects of competition may be compromised by the 

presence of high levels poverty and inequality.  

Resolving the challenges of unemployment, poverty and inequality is at the core of GVT 

initiatives to foster inclusive economic growth. Inclusive growth is about both the pace 

and pattern or distribution of economic growth.  

As you may be aware, recent studies have shown that distribution does matter for 

economic performance and there is also increasing evidence that significant parts of 

inequality are a result of market power. 

Let me focus now on the link between market power and inequality. 

- We know that more successful firms may not only be those who are more able to 

produce products that consumers love and to do so at lower costs; but rather firms 

that are better able to create and exploit market power, including taking advantage 

of consumers.  

 

- A firm like, Telkom, may have been successful only to a limited extent because of 

its technological innovations but more important were its business innovations, 

which created new barriers to entry and allowed it to leverage its market power.  

 

- Firms like, Sasol, SAA, Media24, AMSA, firms involved in the cement cartel, bread 

cartel, construction cartel and many others would have long lost their dominance 

were it not for their conduct which created barriers, reduced competition and 

enhanced their abilities to exploit customers. 

 

- I believe that market power is one of the major sources of inequality. The 

monopolist’s monopoly rents come at the expense of consumers:  as monopolies 

raise their prices, their profits increase while the well-being of consumers and 

workers decrease. An increase in market power is associated with an increase in 

inequality.  

 

- I believe that inequality leads to poorer economic performance, including lower 

growth and more instability.  

 

- Market power is often associated with creating barriers to entry, and inequality 

means fewer people have resources to enter markets. The returns from the abuse 

of market power go disproportionately to the wealthy (the shareholders and the 

top executives, who are wealthier than the average consumer).  

 

- I think the World Bank study is on point when it suggests that competition policy in 

South Africa has brought substantial benefits to households, especially the poor. 
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How can competition policy affect this scheme?  

South Africa today finds itself facing the prospect of zero economic growth and fiscal 

constraints. Default instruments such as macroeconomic tools are insufficient and are 

restricted by the need for fiscal consolidation. Microeconomic tools such as competition 

regulation and industrial policy have become even more important. 

Zero economic growth causes a number of challenges to competition policy. For example, 

when it comes to merger control one may envisage an increase in the reference to the 

failing firm defence. Questions such as should merger control be relaxed to make it easier 

to build ‘national’ champions better equipped to compete in global markets arise. My view 

is that we should let the market elect their champions. 

Firms may also disregard the illegality of cartels and see cartel agreements as one way to 

reduce uncertainty.  

Consider also that global economic growth will remain subdued this year. In this setting, 

the desire to boost demand may result in an increase in calls to adopt policies that come 

close to protectionism. The steel industry offers a good example. But the solution is not to 

limit trade given that the slowdown in economic growth is also global. 

The familiar pattern is that when the going gets tough, the not so tough seek protection 

and exemptions. But might they have point? 

Many questions remain open:  

- Is competition policy the problem or the solution?  

- Are there drawbacks of direct industrial policy? Are there other, less distorting, 

industrial policy tools?  

- Even if competition rules could help markets function well if taken in isolation, how 

does the picture change when global competitors are not subject to the same rules 

in their country of origin?  

To me there are number of things that competition policy can do: 

First, despite calls that may come from some to coordinate competition policy for a 

particular target or calls from the corporate sector that times are hard and that 

competition policy should be lenient towards the corporate sector. I believe rather that 

competition enforcement should be vigilant and intervene in markets because:  

- Anticompetitive agreements among competitors raise prices but also decrease 

innovations 

- On abuse of dominance (internal growth is good but the level-playing field should 

be guaranteed)  

- On merger control (external growth should be allowed if efficiency gains 

outweigh market power effects)  
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A strong resolve to stamp out anti-competitive practices, will ensure cheaper inputs for 

firms in other sectors and by creating a level playing field among all market participants, 

this will allow the most efficient firms, including SMEs, to gain market share.  

An effective merger control will ensure that markets remain competitive and enable the 

most efficient firms to grow. 

Second, on competition advocacy: competition law enforcement alone cannot deliver the 

benefits of competition. In this regard competition advocacy should,  

- Foster a competition-friendly market culture.  

- Ensure the removal of entry barriers. 

One fallacy of the competition community is to assume when we talk about ensuring the 

removal of barriers to entry we are only referring to anticompetitive practices. Barriers to 

entry are broader than anticompetitive practices and include access to start up finance, 

human capital skills, crime, transport costs, and psychological barriers such jealousy if 

successful, risk of business failure. If we accept this point, perhaps it’s time to spend to 

spend more time thinking of complementary measures regarding the role of regulators, 

government, business, active citizenry. 

A key lesson for me, given the zero economic growth, is that competition policy like a 

puppy is not just for Christmas. 

I believe that we must also continue to be aggressive in advancing our mission to 

undertake competition regulation for a growing and inclusive economy. 

 

Thank you 


