Developing competition culture

Activities of the Hungarian Competition
Authority for the purpose of developing
competition culture

As an authority representing public
interests, it is a responsibility of the Hun-
garian Competition Authority (GVH, the
Authority) to ensure protection of free
and fair competition on the market en-
forcing economic efficiency. The com-
petition protection activities of the GVH
can be classified based on three pillars:
as a competition supervisory agency, it
safeguards compliance with the Hun-
garian and Community competition
regulations but competition advocacy
and development of competition culture
are also equally important among its
activities. Using all instruments available
for competition advocacy, the Authority
is trying to influence, in favour of com-
petition, government decisions; in addi-
tion to participationinthe development
of public policies from the aspects of
competition, it also tries to influence the
individual administrative measures
adopted by the government and other
public agencies.

Below we will describe the third pillar
of the core activities of the Hungarian
Competition Authority, i.e. the develop-
ment of competition culture.

The concept of competition culture
comprises general information about
competition, competition policy and
competition law, the general attitude to
competition, as well as competition-
related legal and economic activities of
public interest.

General information about competi-
tion, competition policy and competition
law includes not only having basic
knowledge related to competition and
the recognition of its positive impacts
(e.g. that competition generally results
in lower prices, better quality and big-
ger choice rather than higher prices,
lower quality and more limited choice),
but also awareness and understanding
of the functions of competition regula-
tion and the competition authority (e.g.
that the purpose of the competition
authority is to protect competition
instead of protecting domestic com-
panies from the ‘excessive competition’
generated by foreign companies).

The general attitude to competition
reflects the extent to which the society
and its particular groups (companies,
public administration employees, polit-
ical decision-makers, the population
and the media) accept competition asa
basic feature of the market economy,
and to which they attach positive asso-
ciations and expectations to it. Natu-
rally, this is in connection with the basic
knowledge persons have about com-
petition because if this knowledge is
erroneous, the concept of competition
may also bedistorted (e.g.the belief that
competition leads to reduction of com-
petitiveness and loss of jobs), which
may even lead to its rejection.

The scientific works about competition
policy and the related activities are con-
nected to researchers and tutors, univer-
sity departments and subjects, research
programmes, institutions, journals and
articles, books and technical events etc.
focusing on the issues of competition
policy, bothinterms of law and econom-
ics. By keeping competition policy issues
on the agenda, science contributes to a
creative approach to various problems
and the applicable responses, and it also
improves the general level of under-
standing of competition policy issues.

Competition culture in a wider sense
means ‘the culture of competing’. Using
an analogy, this indicates a kind of

sportsmanlike conduct on the market
but, as competition policy focuses on
long-term consumer welfare, the ‘cul-
ture of competing’ by no means sug-
gests inclination towards friendly’, less
intensive competition (in which the in-
terests of participants are not infringed),
but in fact it means strong, sometimes
aggressive competition respecting the
competition rules though, averse to any
collusion with other competitors. Any
other understanding of ‘fair’ competi-
tioninfactindicateslack of competition
culture and may clearly lead to compe-
tition restriction (e.g. in the case of cer-
tain professional organisations which
tend to encourage, and often even
oblige, their members to refrain from
competition by introducing ethical
rules, and referring to the interests of
fair competition).

Using all instruments within its com-
petence, the GVH has always tried to
have afair sharein the actions related to
the development of competition cul-
ture. In this context, the Authority pri-
marily has provided and still provides
general information and performs PR
activities, including information on the
advantages of competition, the nature
and provisions of the competition law
as well as the description of the general
activities and responsibilities or particu-
lar decisions of the Authority and their
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results in the form of various brochures,
leaflets and other publications, press
releases and press conferences as well
with the help of its enquiries. Participa-
tion of the members of staff of the GVH
and their presentations delivered in var-
ious professional events also form part
of the same category. Anotheraspect of
the same activity is that the decisions of
the GVH and its major competition
advocacy documents are available for
the general public. Similarly, the Autho-
rity tries to summarise its general expe-
riences and approaches related to its
law enforcement practice in the form of
public communications, and that the
Competition Council of the GVH also
publishes its conclusions relating to
principles crystallised in its legal prac-
tices in the form of position statements.
As the Authority tries to involve into its
work, as much as possible, the partici-
pants in competition-related legal and
economic activities of public interest, it
does not only inspire scientific research,
but also generates a demand for it. On
the other hand, we must also see that it
is also in the interest of the GVH to
improve the condition of competition
culture, because it assists competition,
the enforcement of the competition
policy and competition law, as well as
the activities of the Authority (i.e. it also
hasanimpactonthe competition super-
vision and competition advocacy activ-
ities of the Authority).

The activities of the GVH focusing on
the development of competition cul-
ture have become increasingly deter-
mined and target oriented in thelast five
years. [t was also supported by a series of
surveys conducted by TARKI Tarsada-
lomkutatd Zrt.! upon an OEC assign-
ment for three years starting in 2002.
The purpose of the surveys was to pre-

pare an empirical overview of competi-
tion culture in Hungary for the GVH
enabling it to take the result into
accountin its activities and various deci-
sions and to define the actions required
for developing competition culture. The
researchfocused primarily onthe aware-
ness of and opinion about the competi-
tion rules and the GVH, as well as the
assessment of the accuracy and depth
of the knowledge of the competition
law. The surveys repeated yearly among
the population, companies, lawyers
(attorneys-at-law, company lawyers,
public administration lawyers), as well as
economic journalists clearly indicated
that many actions were still required in
the area of developing competition cul-
ture, in which process the GVH would
have to play the role of a catalyst as a
‘knowledge centre’ of competition law
and competition policy.In ordertoregu-
larly monitor the condition of competi-
tion culture and development trends as
well as identify current problems, the
Authority would like to continue these
surveys in the future as well, using them
as a kind of indicative measurement of
its activities in this area without forget-
ting though that any perceptible
change will occur and can be detected
in the survey only on a longer term.
Since November 2005, the Compe-
tition Act’ has also expressly defined the
responsibility of the Authority and its
president in the development of com-
petition culture, outlining also the con-
tent of this responsibility. Within the
framework of development of competi-

' The survey documents (including the summaries,
detailed research reports and methodology description)

can be found on the website under the “Analyses”.

tion culture, the Act defines dissemina-
tion of competition policy information
to increase the acceptance of competi-
tion within the society (including infor-
mation about advantages arising from
competition and for the purpose of pro-
moting compliance with law and devel-
opment of a competition-friendly requ-
latory environment), as well as contribu-
tiontothe development of competition-
related economic and legal activities of
public interest as the main tasks of the
GVH. At the same time, the amendment
of the Competition Act has also created
a financial basis for the increased partici-
pation of the GVH in the dissemination of
competition culture, as a result of which
the efforts of the Authority in this area
can now reach a wider target audience
and, in addition to the activities of the
GVH inthisfield, it can also support other
organisations participating in the devel-
opment and dissemination of competi-
tion culture. In contrast with the other
two coreresponsibilities of the Authority,
i.e. competition supervision proceed-
ingsand competition advocacy,in which
the GVH has a leading or even exclusive
role, the role of the GVH, similarly to any
other competition authorities, is signifi-
cantly more limited in the development
of competition culture. The develop-
ment and maintenance of an advanced
competition culture depends on numer-
ous individuals and organisations from
participants in science and education,
through the civilian sector and econom-
ic stakeholders all the way to political
decision-makers and of course it cannot
be achieved without the involvement of
the GVH. The degree and nature of this
involvement will necessarily decrease as
competition culture is developing and
the numberandrole of the organisations
involved in the dissemination of compe-
tition culture are increasing, but at the
current level of competition culture
development, the involvement of the
GVH is still crucial.

Within the framework of develop-
ment of competition culture, the presi-
dent of the Authority established a sep-
arate organisational unit within the
General Secretariat in 2005 for the pur-

? Article 36(1) pointf) of Act LVII of 1996 on the prohibition
of unfair and restrictive market practices, inserted by Act

LXVIII of 2005 effective from 1 November 2005.




Developing competition culture

pose of the in-house coordination and
execution of the tasks of the Authority.
This unit is the Competition Culture
Centre (CCC, Centre), which is headed
by the general secretary. The CCC hasits
own budget within the Authority, the
disbursements of which are earmarked
in accordance with the statutory objec-
tives indicated above.

The tasks of the CCC are defined in its
annualworkplan. Apartfromtheactiv-
ities focusing on the development of
competition culture with the technical
support of the GVH, the work plan also
contains programmesintheimplemen-
tation of which the GVH relies on the
contribution of other organisations to
which it provides financial and, as cir-
cumstances may require, also technical
support from its available budget. Apart
from the experiences collected by the
GVH in its competition supervision and
competition advocacy work, the tasks
deemed necessary are defined with the
help of the surveys on the condition of
competition culture, indicated above.
Consequently, apart from the tasks to
be performed by the CCC on behalf of
the Authority, the programmesthrough
which the CCC intends to focus, com-
plementing its own role, on the involve-
ment of a large number of external
organisations in the development of
competition culture, the promotion of
the integration of commitments to the
development of competition culture in
the society and the establishment and
strengthening of the bases of competi-
tion culture development outside the
competition authority, are equally im-
portant in achieving the set targets.

The CCC opened a public discussion
about its draft work plan for 2006/2007
in May 2006, enabling the professional
public to extend by its ideas and sug-
gestions the range of the tasks defined
by the Authority. The work plan was
finalised taking into account the
received proposals and remarks and
was published at the end of September
outlining the tasks for nearly eighteen
months (September 2006 - December
2007), the actions related to the per-
formance of those tasks, as well as the
general operational principles of the
Centre. The tasks projected for 2006/
2007 include
—translation and publication of a foreign

specialist book (Massimo Motta: Com-
petition Policy - Theory and Practice);

—compilation of general educational
publications describing the institutions
of competition law in general, and
focusing on certain markets and the
phenomena experienced on them;

—organisation/support of professional
events;

—support of development of libraries (in
terms of professional literature);

—invitation of research tendersfocusing
on competition law, competition poli-
cy and market theory issues;

—support of scientific and educational
projects;

—development of cooperation with
consumer protection NGOs and sup-
porting their work, and

—elaboration of the ‘day of competition’
and ‘competition culture award’ con-
cepts.

Asitis clear from these tasks, the work
plan intends to reach, through its spe-
cific activities, a very large target audi-
ence, including students and tutors of
higher education institutions, teachers
and students in primary and secondary
education, dealing with/interested in
competition law or competition-relat-
ed economic analysis; theoretical
experts and researchers, small and
medium-sized enterprises having any
contact with the proceedings and com-
petition supervision activities of the
Authority, NGOs performing an impor-
tant role in the development of con-
sumer culture and information supply
to consumers as well as public adminis-
tration employees and decision-makers
engaged in one way or another in com-
petition-related issues during their
work, including members of Parliament
and their consultants too.

The main operational principles
of the CCC focus on regulated and
transparent operation, in which the
power of publicity is an important guar-
antee. The CCC can achieve it by mak-
ing available to the public its work plan,
the presidential directives setting out
the internal organisation and operation
of the Centre, the major data and use
of any support paid from the CCC's
budget (name of the supported organi-
sation, programme, support amount
followed by a technical report), as well
as the annual report describing the
activities of the CCC on its website.

In order to control the use of its avail-
able financial resources, the CCC has

developed a tendering system within

the framework of which applicants with

sufficient references may receive support
fortheir projects that have a good profes-
sional basis and a reasonable budget.

The first specific invitations for ten-
dering were issued on the GVH's web-
site in October 2006 in relation to four
points of the CCC's work plan. Accord-
ingly, support may be requested for
—the organisation of various profession-

alevents promoting the development

of competition culture and dealing
with competition law and competi-
tion policy issues (presentations, con-
ferences, training programmes, semi-
nars, technical fora, etc.) as well as par-
ticipation in such professional events

(tender invitation VKK/3/2006);
—competition law, competition policy

and markettheoryresearch defined by

the CCC, covering both timely eco-
nomic and legalissues related to com-
petition (tender invitation VKK/4/

2006);

—-other competition law, competition
policy and market theory research that
the applicant considers justified for
the purpose of developing competi-
tion culture (tender invitation VKK/5/
2006);

—activities and programmes of NGOs
focusing on consumer protection and
the development of consumer culture
(tender invitation VKK/7/2006).

The CCC can grant support only
based on the principles defined in its
work plan by means of tenders submit-
ted by using the appropriately complet-
ed tender documentation. This docu-
mentation can be downloaded from
the GVH website. The tenders received
are formally checked by the staff mem-
bers the CCCand then the tender offers
are technically and financially evaluated
by a three-member evaluation commit-
tee. The members of the evaluation
committee are mainly executive officers
of the GVH, but occasionally external ex-
perts may also be involved. The CCC
enters into a support contract with the
winner based on the decision of the
evaluation committee. This contract
defines in detail the terms and condi-
tions of the use of support, the time
schedule of implementation and
financing, as well as the controlling and
settlement procedures. The non-repay-
able supportis disbursed in the form of
post-financing but, if it is requested, it
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can also be made available in instal-
ments, following the approval of the
technical and financial report.

The initial principles of the CCC also
included that the CCC would provide
support to tenderers as a co-financier,
therefore tenderers had to provide a cer-
tain amount of own funds in order to
gain the support. However, on the basis
of the experiences of the first months,
the CCC modified the invitations for ten-
dering on 1 January 2007 and tenders
submitted after that date and satisfying
the objectives announced may receive
even full support (up to 100% of the cost
budget) should need arise.However,the
highest amount available for one appli-
cation has not been changed by the
modifications. The modifications were
introduced in order that the difficulties
of raising own funds should not impose
any barriers on the submission of ten-
ders, yet applicants should not feel
encouraged to request support in a
higheramount than it is justified.

The activities and tendering opportu-
nities of the CCC have been accompa-
nied by increased attention and inter-
est from the very beginning. The CCC
staff has received a large number of
questions in writing and by phone and
approximately 40 tenders were submit-
tedinthree monthsaftertheissue of the
firstinvitations for tenders.

The CCC achieved important results
in 2006 in some otherareas too, notonly
intheissue of tender invitations and the
evaluation of the first tenders.

By contacting Hungarian higher edu-
cational institutions providing train-
ing in competition law, competition pol-
icyand markettheory (15 universitiesand
colleges as well as libraries) and support-
ing their purchases of academic and pro-
fessional books and periodicals in
Hungarian and foreign languages, the
CCC has made a valuable contribution
to the extension of their specialist library
providing a wide access to background
material needed for the educational
work in various specialised higher edu-
cational institutions. Each contacted
library used the opportunity offered by
the CCC and appreciated the support.
The CCCintendstocontactspecialistcol-
leges engaged in competition law and
competition policy subjects soon too.

Another important objective, ex-
pressly mentioned in the CCC's work
plan, is the dissemination of knowledge

on competition policy aspects to pub-
lic administration employees which
may help experts involved in legislatory
activities in taking into account and
appropriately enforcing competition
aspects in their activities in drafting
legislation and law application, especial-
ly in those sectors where the market is
currently being opened. Within the
framework of this activity, the CCC sup-
ported participation of public adminis-
tration experts in foreign professional
events, including the participation of
members of staff of the Ministry of
Health and the Hungarian Energy Office
in events in which the connections
between their respective areas (sectors)
and competition policy were dealt with.
The experts prepare a report on the
events in question sharing their experi-
ences gained on their study tours not
only with their own colleagues, but also
with staff members of the GVH as well as
with other interested persons.

By issuing various publications, the
CCCintends to increase awareness of
competition law: apart from a booklet
describing the GVH and the effective
Competition Act published in Hunga-
rian and in English, in 2006 the CCC pre-
pared an illustrative and well under-
standable booklet about the issues of
substantive and procedural law related
primarily to cartels. This may assist main-
ly public administration employees
whose workincludes procurement and
the invitation of offers, in recognising
and avoiding potential infringements
of law, as the booklet describes the sus-
picious signs of bid-rigging in public
procurement procedures. Although
thereisincreasing press coverage, if the
GVH launches its proceedings with a
site inspection without a preliminary
notice (generally known as a ‘dawn-
raid’), the undertakings concerned and
theirlegal representatives are very often
unfamiliar with the rights of the investi-
gators of the Authority during a site
inspection, therefore a separate book-
let describes the applicable investiga-
tive powers of them.

The CCCdoes not only issue one-time
publications, it also launched a competi-
tion law-competition policy periodical
in September 2005 under the title of
Mirror of Competition (“Versenytii-
kor”). The majority of the authors of the
quarterly Mirror are staff members of the
GVH, but the periodical applies a wider

approach to competition policy and
therefore, apart from the issues of the
activities of the GVH and the courts in
relation to law enforcement, it also intro-
duces adjacent subjects influencing the
functioning of competition, based on
studies prepared by experts of the given
subject. The Mirror of Competition
always reports on the major decisions
made by the Competition Council and
the courts in the last quarter, the compe-
tition advocacy activities of the Authority
andthe latest developmentsin Commu-
nity competition law; each number of
the periodical contains also news and
reports relating to the GVH. Naturally, the
periodical also covers the latest events of
the CCC and the OECD-Hungary Regio-
nal Centre for Competition in Budapest.
The CCCdistributes the periodical free of
charge a. o. to undertakings, legal buros
engaged in competition law, represen-
tatives of the professional press, trade
associations, municipalities, public admi-
nistrative authorities, educational institu-
tionsandlibraries, butthearticles willalso
be available on the CCC's website to be
launched soon.

The CCC has established an Award
‘For Competition Culture’ to recog-
nise the activities of experts working out-
side the Competition Authority but mak-
ing major contributions to the develop-
ment of competition culture. This award
was presented for the first time on 1
December 2006 by GVH president Zol-
tan Nagy to Eva Voszka, doctor of the
Hungarian Academy of Science and sci-
entific collaborator of Pénztgykutatd Rt.
in a ceremonial framework. The recent
works by Eva Voszka, focusing on issues
related to competition, reflect outstand-
ing professional qualities and also satisfy
the requirements of dissemination of
competition culture.

The CCC will soon launch its own
website presenting its results in the
development of competition culture
and providing easier access to all infor-
mation concerning its operation. Until
then, should you need information
aboutthe activities or tender invitations
of the CCC, you can contact staff mem-
bers of the CCC by e-mail at the follow-
ing address: versenykultura@oec.hu .




