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TO ALL GLOBAL FORUM PARTICIPANTS
RE: Fighting Corruption and Promoting Competition
Global Forum on Competition (27 and 28 February 2014)
Dear GFC participant,
The OECD Global Forum on Competition which takes place on 27-28 February 2014 will hold a
Roundtable on Fighting Corruption and Promoting Competition on the first day of the meeting, Thursday
27 February 2014. The Secretariat would like to invite you to make a written contribution to this session.
Please submit your contribution by Monday 6 January 2014 at the latest.
It is widely accepted that both corrupt and anti-competitive conduct are efficiency-reducing actions
against citizens and as such each correlates with economic performance. This is but one of the important
interfaces at which corrupt and anti-competitive conduct meet.
Given this, it is surprising how little the interaction between corruption and competition has been
considered. Always limited by data difficulties and compelled to rely on proxy measures – with respect to
both competition and corruption – a handful of economists have attempted to formally model the
interaction between competition and corruption, with most finding an inverse relationship between the two
variables, with causality posited to run from low levels of competition to high levels of corruption. On the
other hand, little work has been done on the impact of corruption on competition, despite eminently
reasonable grounds for positing that high levels of corruption represent a clear threat to competition.
The key concept that economists draw on to explain the correlation between low levels of competition
and high levels of corruption is that of economic rent, defined as that portion of income paid to a factor of
production in excess of that which is needed to keep it in its current use. Low levels of competition
generate rent, or what competition economists would term supra-competitive profit levels, and rent attracts
rent-seekers, those who seize the opportunity to appropriate this rent for themselves.
Early writing on rent seeking focused its attention on the role of public regulation in creating rents,
and identified the public servants who devise and administer these regulations as the rent seekers. A given
regulation may have perfectly laudable objectives – for example, the health clearance certificate to operate
a restaurant, or the authority of the environmental authorities to operate a smelter – but it generates rent
because it restricts market access to potential competitors. More importantly, it provides opportunities for
those responsible for granting or denying the access to extract rent from a would-be entrant. Given that
there is rent in all but perfectly competitive markets, a corrupt official may play a relatively passive gatekeeping role, simply content to extract a ‘fee’ from new entrants.
However, the astute but corrupt official will recognise that the size of the rents will increase if he
substantially restricts market entry, indeed if he can play a role in causing exit from the market. The
incumbent who wants entry to ‘his’ market restricted is likely to be a lucrative target of the rent seeker who
is able and willing to play an active role in limiting market entry or forcing exit. And the far-sighted but
corrupt official will go even further and create regulatory hurdles that have little purpose other than that of
rent generation and extraction. In these instances the causal link is from corruption to low levels of
competition.
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Rent and rents-seeking have thus become swear words, synonyms for corruption. However, while this
pejorative status is frequently well-deserved, the role of rents in economic development and growth is, in
reality, significantly more complex.
Hence competition law and policy practitioners recognise that it is the promise of rent that
incentivises a firm to collude with its competitors or to take action designed to exclude rivals or would-be
rivals from its market. Indeed the role of competition law could be characterised as one specifically
devised to ensure that rents are not secured by means of anti-competitive mergers or collusion, and that the
rents are not maintained by exclusionary conduct. But, on the other hand, competition protagonists equally
recognise that it is precisely the promise of monopoly rent that spurs innovation, be that in the form of a
new blockbuster product, an improved work process, a new approach to marketing or a superior logistics
chain.
But firms are not islands and rents are not only, or even predominantly, derived from the pro- or anticompetitive conduct of firms acting on their own. Indeed the mere mention of innovation as an important
pro-competitive source of rent immediately raises the question of patent rights, the state’s contribution to
the pro-competitive rents of the innovator. Patent protection precisely permits the innovator to recoup his
rent-seeking costs – in this instance more positively cast as R&D – and rewards him for the risks inherent
in the development of new products.
Moreover, from an economic growth perspective, protagonists of industrial policy argue that by
giving firms the prospect of earning rent, investment can be ‘guided’ in directions that in turn generate
positive rents for the society. For example by subsidising investment in an auto plant, the investor will
derive a share of rent, but so would the wider economy in the shape of the industrial skills and experience
that are then available for diffusion throughout the economy which will serve to attract, without
necessitating the same level of subsidisation, further investment in productive activities. In short, the early
literature on rent seeking, focused as it was on ‘bad’ rents, failed to give sufficient recognition to the
existence of ‘good’ rents. The generation and appropriation of both ‘good’ and ‘bad’ rents will entail rentseeking costs, but where ‘good’ rents are generated, the net benefit to society will be positive. The rapid
growth and industrial development of the Asian tiger economies were offered as the best case in support of
administrative ‘guidance’ of market outcomes. The point then is not to reject all rent: it is to ensure that the
rents do actually generate social benefits and that the rent-seeking costs are limited.
The experience of those represented at this roundtable has the potential to contribute substantially to a
much under-studied field. Participating jurisdictions are therefore invited to consider the questions below,
taking account of the issues that are outlined, and bearing in mind that both the issues and the questions are
intended to be illustrative rather than exhaustive. You should feel free to discuss other pertinent topics that
are not mentioned here. Moreover some of the questions may overlap or may not apply to you; hence we
do not expect you to answer all the questions listed below. Wherever possible, please demonstrate the
points you raise by referring to specific cases.
Please advise the Secretariat by 13 December 2013 if you will be making a written contribution. As
noted above, written contributions are due by 6 January 2014. This deadline applies to both members
and non-members. It is important to meet the deadline in order to allow the Secretariat enough time to best
organise the session. Contributions received after this deadline may not be taken into account in the
preparation of the roundtable discussion. In addition, late contributions may not be uploaded to the website
www.oecd.org/competition/globalforum in advance of the meeting.
All communications regarding documentation for this roundtable should be sent to Ms Erica
Agostinho (Email: erica.agostinho@oecd.org). All substantive queries relating to this roundtable should be
sent to Mrs. Ania Thiemann (ania.thiemann@oecd.org).
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Suggested questions and points for consideration
•

How, if at all, can competition law enforcers and anti-corruption law enforcers complement each
other’s efforts to promote competition and combat corruption?

•

In particular are competition authorities, especially those in developing countries, well advised to
focus their efforts on combating pervasive competition-dampening corruption than on traditional
concerns of competition law enforcement?

•

Where a national procurement system has been thoroughly corrupted, should scarce resources be
devoted to investigating and prosecuting anti-competitive horizontal bid rigging arrangements, or
should they be devoted to confronting corrupt vertical relations between buyer and seller?

•

Similarly, where a powerful domestic energy provider is a major source of corruption and
patronage, should the answer lie in pro-competitive interventions that undercut its dominance and
reduce its monopoly rents, rather than in confronting powerful corrupt individuals and syndicates
head-on?

•

Is there conduct that is traditionally the preserve of competition law enforcement that could and
should attract the attention of anti-corruption law enforcers?

•

Competition and corruption ‘cultures’ vary between countries, with a substantial normative
component in country-specific views on ‘healthy’ or ‘fair’ competition and on what acts
constitute corruption. Under these circumstances is the extra-territorial application of national
statutes appropriate?

•

How do competition authorities themselves guard against the corruption of their own decisionmaking processes? In particular does the ‘revolving door’ phenomenon that characterises the
practice of competition law everywhere not lead to the ‘capture’ of the agencies?

Recommended bibliography
Acemoglu, D. and T. Verdier (2000), “The Choice between Market Failure and Corruption” American
Economic Review. 90 (1): 194-211.
Ades, A. and Di Tella, R. (1994),“Competition and Corruption.” Manuscript. Cambridge, Mass,: Harvard
University.
Ades, A. and Di Tella, R. (1997), “National Champions and Corruption: Some Unpleasant Interventionist
Arithmetic.” Economic Journal, July 1997, 107 (443), pp. 1023-42.
Ades, A. and Di Tella, R. (1999),“Rents, Competition and Corruption.” The American Economic Review,
Volume 89, Issue 4 (Sept., 1999), 982-993.
Amsden A.H. (1997), “South Korea: Enterprising groups and entrepreneurial government”, in A. D. Chandler,
F. Amatori and T. Hikino (eds.), Big Business and the Wealth of Nations, Cambridge University Press,
New York.
Bardhan, P. (1997), "Corruption and Development: A Review of Issues." Journal of Economic Literature 35
(3), 1320-1346.

4

DAF/COMP/GF(2013)14
Basu, K., T. McGavock and Zhang, B. (2013), “When Competition Corrupts- A Theoretical Analysis of Market
Structure and the Incidence of Corruption” Policy Research Working Paper 6596, The World Bank,
Development Economics Vice Presidency.
Bliss, C. and Di Tella, R. (1997), “Does Competition Kill Corruption?” Journal of Political Economy, October
1997, 105 (5), pp. 1001-23.
Burguet, R., Che, Yeon-Koo (2004), “Competitive procurement with corruption” RAND Journal of Economics,
Vol. 35, No. 1, Spring 2004, pp. 50–68.
Compte, O., A. Lambert-Mogiliansky and T. Verdier (2005), “Corruption and Competition in procurement
auctions”, RAND Journal of Economics, Volume 36, No.1, Spring 2005, p1-15.
Clarke, G., and L. Xu, (2002), “Ownership, Competition, and Corruption- Bribe Takers versus Bribe Payers”
Policy research working paper 2783. The World Bank, Development Research Group, Regulation and
Competition Policy.
Dixit, A. (2009), “Governance Institutions and Economic Activity” American Economic Review, 99:1, 5–24.
Emerson, P., (2006), ‘Corruption, competition and democracy’, Journal of Development Economics 81, pp 193–
212.
Hallward-Driemeier, M. (2009), “Who Survives? The Impact of Corruption, Competition and Property Rights
across Firms”, Policy Research Working Paper 5084. The World Bank, Development Research Group,
Macroeconomics and Growth Team.
Hellman, J., G. Jones and Kaufmann D. (2000), “Seize the State, Seize the Day- State Capture, Corruption, and
Influence in Transition” Policy Research Working Paper 2444, The World Bank.
Kaufmann, D. and S.-J. Wei (1999), "Does 'Grease Money' Speed up the Wheels of Commerce?" Policy
Research Working Paper 2254, The World Bank.
Kaufmann, D. and Vicente, P. (2005), “Legal Corruption”, Second Draft, October, 2005, World Bank Institute
and Department of Economics/CSAE, University of Oxford
Khan, M. (2006), “Determinants of Corruption in Developing Countries: The Limits of Conventional Economic
Analysis”, published in Susan Rose-Ackerman ed. (2006). International Handbook on the Economics of
Corruption. Cheltenham: Edward Elgar.
Khan, M. (2000) “Chapter 1. Rents, Efficiency and Growth” and “Chapter 2. Rent-Seeking as Process” in
“Rents, Rent-Seeking and Economic Development: Theory and Evidence in Asia”. Khan, M. and Jomo K.
ed. Cambridge: Cambridge University Press.
Khan, M. “A Typology of Corrupt Transactions in Developing Countries” IDS Bulletin, Liberalization and the
New Corruption, 27 (2): 12-21).
Khan, M.(1996) “The efficiency implications of corruption” Journal of International Development Vol 8 (5):
683-96.
Khan M. (2006), “Governance and Anti-Corruption Reforms in Developing Countries: Policies, Evidence and
Ways Forward”, UNCTAD, No. 42.
Kingston, C., (2008). “Social Structure and Cultures of Corruption.” Journal of Economic Behaviour and
Organization, 67(1): 90–102.

5

DAF/COMP/GF(2013)14
Krueger, A . (1974). The Political Economy of the Rent-Seeking Society, American Economic Review 64 (3):
291-303.
Laffont, J. and T. N’Guessan (1999) “Competition and Corruption in an Agency Relationship”, Journal of
Development Economics, 60, 271-295.
Lambsdorff, J. (1999), “Corruption in Empirical Research - A Review”, Transparency International Working
Paper.
Lambsdorff, J. (2006). “Consequences and Causes of Corruption: What do we know from a Cross-section of
Countries?" in International Handbook on the Economics of Corruption. Susan Rose-Ackerman (ed.),
Edward Eglar Publishing.
Mauro, P. (1995), “Corruption and Growth”, Quarterly Journal of Economics, 110(3): 681 to 713.
Meisel, N., and J.O. Aoudia (2008), “Is Good Governance a Good Development Strategy?” AFD Working
Paper No. 58.
North, D., J. Wallis, S. Webb, B. Weingast (2012) “Limited Access Orders: An introduction to the conceptual
framework’, mimeo.
North, D., J. Wallis, S. Webb, B. Weingast (2007), “Limited Access Orders in the Developing World: A New
Approach to the Problems of Development”, Policy Research Working Paper 4359, The World Bank,
Independent Evaluation Group, Country Relations Division.
Rodrik D. (1994), Getting Interventions Right: How South Korea and Taiwan Grew Rich, NBER Working
Paper No. 4964.
Rose-Ackerman, S. “The Economics of Corruption.” Journal of Public Economics, Vol. 4 (1975), pp. 187–203.
Rose-Ackerman, S. (1978), “Corruption: A study of political economy”. New York: Academic Press.
Rose-Ackerman, S. (2004), “Governance and Corruption,” in Global Crises, Global Solutions. B. Lomborg, ed.
Cambridge: Cambridge University Press, chapter 6.
Shleifer, A. and Vishny, R. (1993), “Corruption”, Quarterly Journal of Economics, August 1993, 108 (3), pp.
599-617.
Straub, S. (2005), “Corruption and Product Market Competition” University of Edinburgh, April 4, 2005.
Svensson, J. (2005), ‘Eight Questions about Corruption’, Journal of Economic Perspectives—Volume 19,
Number 3—Summer 2005—Pages 19–42.
Troesken, W. (2003), “Competition and Corruption: Lessons from 150 Years of Industrial Governance”,
mimeo, University of Pittsburgh.
Treisman, D. (2007), “What Have We Learned About the Causes of Corruption from Ten Years of CrossNational Empirical Research? Annual Review of Political Science 10: 211-44.
Tullock, G., (1967), “The Welfare Costs of Tariffs, Monopolies, and Theft”, Western Economic Journal, 5:3,
p.224.
Tullock, G. (1980), “Efficient Rent Seeking.” In J.M. Buchanan, R.D. Tollison, and G. Tullock, (eds.), Toward
a Theory of the Rent-Seeking Society. College Station, Tex.: Texas A & M University.
Yoo, S.H. (2013). “Competition, Corruption, and Institutional Design." Mimeo: Korea University, Seoul.

6

