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1. INTRODUCTION

1.1 Background

The developments in the last decades caused many changes in all countries. Because of these changes, most countries started to prefer market economies as an economical model. Market economy, which is based on competition concept, depends on the existence of competition conditions in the market. The economy reaches the efficiency in the distribution of resources and the highest social welfare only if these conditions are satisfied. However there are interventions in developed countries in order to satisfy and maintain the efficiency in the markets. The most common tool for intervention is competition policy.

In a broad case, competition policy means the public policy tools which provide competition conditions to prevail in the market. Narrowly, competition policy is a use of competition rules in the laws. 

Market economy is a dynamic and competitive economy which takes shape according to the countries. Countries take advantage of market economies such as higher social welfare and opportunities coming from globalization. 

Turkey began "westernising" its economic, political and social structures in the 19th century. Following the First World War and the proclamation of the Republic in 1923, it chose Western Europe as the model for its new secular structure. (Ministry of Foreign Affairs,  webpage) 

Now, Turkey, which is a candidate country to European Union , aims to complete all criterias for the membership of European Union.  Competition Policy is one of the criterias. As a result, Turkey has improved in the area of competition policies and applications since choosing free market economy. On the other hand, Sweden is a member of European Union and well off in the area of competition policies and applications.

1.2 Purpose

The purpose of the thesis is to compare the competition policies between Turkey and Sweden and to show how Turkey has improved in applying competition policies , also to show that Turkey is at the same level in competition with the EU members.

1.3 Disposition

After the introduction, competition concept is presented in the theoretical way in the second chapter. The third  chapter consists of  goals of competition policy  with the roles and tools of competition authority. In the following two chapters, both Turkish and Swedish Competition Authority functions and organizations are explained. Finally, comparison of Turkish and Swedish competition policies is presented.  

2.  THEORETICAL VIEW OF COMPETITION

At the present time, most of the  countries actualize the distribution of resources by market mechanism. To be able to understand why these countries prefer market mechanism which  is based on the competition concept , competition concept should be presented theoretically 
2.1  The  Concept of  Competition 

A market condition in which rival sellers try to increase their profits at another’s expense. Consumers buy from those businesses offering the best value in terms of price, quality, service, and so on. The most efficient manufacturers, dealers, retail stores, and service businesses will have the advantage. The sellers of goods or services are striving to achieve the highest market share so as to maximize profit. (Shim, Siegel, 1995, p73)

2.2 Competitive Market Structure

The competitiveness of the market is the extent to which individual firms have power to influence market prices or the terms on which their product is sold. The less power an individual firm has to influence the markets in which it sells its product, the more competitive that market is. (Lipsey, Courant, Ragan, 1999, p 210)

The extreme form of competitiveness occurs when each firm has zero market power. In such a case there are so many firms in the market that each must except the price set by the forces of market demand and market supply. The firms perceive themselves as being able to sell as much as they chose at the prevailing market price and as having no power to influence that price. If the firm chage a higher price, it would make no sales ; so many other firms would be selling at the market price that buyers would take their business elsewhere. This extreme is called perfectly competitive market structure or, more simply, a perfectly competitive market. In such a market there is no need for individual firms to compete actively with one another because non has any power over the market. One firm’s ability to sel its product does not depend the behavior of any other firm. (Lipsey, Courant, Ragan, 1999, p 210)

2.3 Perfect Competition 

We define perfect competition as a market outcome in which all firms produce homogenous, perfectly divisible output and face no barriers to entry or exit; producers  and  consumers have full information , incur no transaction  costs,  and  are  price  takers ; and  there are no externalities. (Carlton, Perloff , 1999 , p 57)

The demand curve that each firm in perfect competition faces is horizontal because variations in  the firm’s output have no noticeable effect on price. If the market price is unaffected by variations in the firm’s output, than the firm’s demand curve its average revenue curve , and its marginal revenue curve all coincide in the same horizontal line. (Lipsey, Courant, Ragan, 1999, p 212-213)

A firm will maximize profits when it produces at that level where marginal cost equals price : Marginal cost = price or MC=P .  A profit-maximizing firm will set its output at that level where marginal cost equals price. Diagramatically, this means that a firm’s marginal cost curve is also its supply curve. (Samuelson, Nordhaus, 2001, p149-150)

In perfect competition, the firm’s supply curve is given by its marginal cost curve for those levels of output for which marginal cost exceeds average variable cost. Then,  the industry supply curve is the horizontal sum of the marginal cost curves (above the level of average variable cost ) of all firms in the industry. (Lipsey, Courant, Ragan, 1999, p 217)

When an industry is in short-run equilibrium, each firm is maximizing its profits. (Lipsey, Courant, Ragan, 1999, p 218) Profits in a competitive industry are a signal for the entry of new firms ; the industry will expand, pushing price down , until profits fall zero. (Lipsey, Courant, Ragan, 1999, p 219)Losses in a competitive industry are a signal for the exit of firms ; the industry will contract, driving the market price up, until the remaining firms are just covering their total cost. The long-run equilibrium of a competitive industry occurs when firms are earning zero profits. (Lipsey, Courant, Ragan, 1999, p 220) 

2.4 The Importance of Competitive Market 

Welfare Proposition 1 : Consumer and Producer Surplus Are Maximized : At the long run equilibrium of a perfectly competitive industry, the sum of consumer surplus and producer surplus is maximized. This proposition tells us that perfectly competitive markets will set a price and quantity at which there will be no deadweight loss for society. ( Schotter, 2001, p 527)

Welfare Proposition 2 :  Price is Set at  Marginal Cost : At the long run equilibrium of a perfectly competitive industry , price is set so that it is equal to marginal cost. ( Schotter, 2001, p 529)

Welfare Proposition 3 : Goods Are Produce at the Lowest Possible Cost and in the Most Efficient Manner : At the long run equilibrium of a competitive industry, goods are produce at the lowest possible average  cost and in the most efficient manner. ( Schotter, 2001, p 530)

3. COMPETITION POLICY

The core problems of the economic organization of society are to determine what commodities shall be produced and in what quantities, how shall they be produced and for whom. Different economic systems try to solve these questions differently, and in a free enterprice society, they are determined primarily by competitive markets . Beyond the various models of competitive equilibrium and the idea that perfect competition in some sense achieves efficiency in the maximization of individual satisfactions, is the general presumption, shared today by most industrialized countries, that a competitive market system is the least bad for promoting economic and political freedoms as well as being the best change of achieving a high standard af living. (Comanor, George,Jacquemin, Jenny, Kantzenbach, Ordover, Waverman, 1992, p 1)


But it is also recognized that competitive markets do not emerge and survive automatically, that in our decentralized systems imperfect competition, not perfect competition, is the prevailing mode and that there are important market failures.

The question then arises : which governmental policies, if any, could improve the efficiency of the system, at least cost ? 

An  important part of the answer is that competition policy is playing a privileged role in many countries, given the fact that it is the most impersonal and least discriminatory means of social control of an economy. (Comanor, George,Jacquemin, Jenny, Kantzenbach, Ordover, Waverman, 1992, p 2)

Still the role and the enforcement of competition policy vary from country to country, and in the same country, from decade to decade, reflecting changes in economic and social conditions as well as reversals in academic thought. More profoudly, there are differences in attitudes toward economic power, freedom of contract and trade, efficiency and equity, that are grounded in dissimillarities in political, cultural and moral history. (Comanor, George, Jacquemin, Jenny, Kantzenbach, Ordover, Waverman, 1992, p 2)

3.1 Goals of Competition Policy

It is therefore not surprising that the goals pursued by competition policy and their relative weight can vary from country to country and over time. These goals can be grouped into three main types.

· One eventual goal is the diffusion of economic power, the protection of individual freedom and individual rights. Monopolies and cartels can then be seen as a radical, departure from such individualism. (Comanor, George,Jacquemin, Jenny, Kantzenbach, Ordover, Waverman, 1992, p 3)

· A second eventual goal of competition policy may be to protect the economic freedom of market competitors. Here the protection of  competitors  takes  precedence  over the defence of competitive process as such. Attention  is directed towards abusive practices such as coercion, discrimination, refusal to sell, boycotts, and cartels through which powerful firms might endanger the existence of weaker competitors. (Comanor, George,Jacquemin, Jenny, Kantzenbach, Ordover, Waverman, 1992, p 3)

· The third type of goal of competition policy is dear to the hearts of economists. Competition policy is one of the main instruments to assure  consumer welfare through both allocative and productive efficiency. (Comanor, George,Jacquemin, Jenny, Kantzenbach, Ordover, Waverman, 1992, p 4)

Not only are there different possible goals for competition policy, but the mean and criteria used, both for diagnosis and remedy, also differ from country to country and over time.     (Comanor, George,Jacquemin, Jenny, Kantzenbach, Ordover, Waverman, 1992, p 5)

3.2 The Roles and Tools of Competition Authorities 

An effective competition law regime is essential to developing economies experiencing rapid and significant deregulation, trade liberalisation and privatisation.  When moving from a closed to an open economy, ensuring the continued viability of domestic industries must be carefully balanced with attaining the benefits of foreign investment and increased competition.

Building a competition culture is of the essence.  Sufficient awareness of competition principles has to be created and maintained among other government agencies, academia, business, and the general public.(OECD, 2001)

This being said, a key component of any competition regime is an institutional and procedural framework ensuring due regard is given to the fundamental fairness of enforcement actions.  Essential internal procedural safeguards available in the jurisdiction concerned should include transparency of the process, and non-discriminatory application of laws, regulations, policies and procedures, without reference to the nationality of the parties concerned. (OECD, 2001)

The dramatic growth in multijurisdictional business activity in the last decade has increased the pressure on domestic competition authorities to work more closely with their foreign counterparts.  As business concerns have pursued global trade and investment opportunities on a wider scale, antitrust authorities have been obliged to increase the efforts at co-ordination in order to prevent or manage possible conflicts arising from the application of antitrust laws to international business conduct. (OECD, 2001)

International convergence is a pressing issue for the private sector, most particularly in the area of merger control.  With over 60 jurisdictions now having some form of merger regulation in place, parties to international transactions of any consequence are finding themselves subject to merger controls in multiple jurisdictions as a matter of course. (OECD, 2001)

3.2.1
Independence of the Authority

Competition authorities in as far as possible, should be functionally independent as to the administration and enforcement of competition law.  Related to the independence of the authority is the adequacy of funding for the authority.  The amount of resources devoted to competition enforcement should be consistently re-evaluated to account for changes in markets, government action (e.g., deregulation) and other factors. (OECD, 2001)

Advocacy of competition principles by the competition authority towards other government departments and agencies, to the business community, academia, and the general public, is essential. (OECD, 2001)

3.2.2
Providing Certainty

Certainty is critical to business planning.  Conversely, uncertainty can have a serious chilling effect on potentially pro-competitive business activity.  This holds true world-wide. (OECD, 2001)


The possible consequences of uncertainty in enforcement policy may include:

· the inhibition or prevention of innovation and the achievement of potential efficiency gains;

· impeding the creation of new businesses;

· distortions in international investment;

· the prevention of the creation of new standards;

· the inhibition of technology transfers; and

· the distortion of the forms and structures used to carry on business (e.g., uncertainty with respect to the competition law treatment of joint ventures and the possibility of civil or criminal liability may tend to encourage companies to merge rather than create joint ventures.) (OECD, 2001)
3.2.3
Transparency

Transparency as to views, policies, and resolution of cases by competition authorities is necessary to promote certainty with respect to the authority’s likely approach in a particular case.  To that end, the authorities should among other things, issue news releases regarding important decisions, and publish information bulletins, enforcement guidelines, and speeches.  This is all the more important regarding competition regimes which involve a “public policy override.” (OECD, 2001)
Ensuring the transparency of the investigative and enforcement functions of the authority by the publishing of normative standards is also an effective means of holding accountable the exercise of the decision maker’s discretion, while maintaining a flexible system that facilitates negotiated solutions to potential competition law problems. (OECD, 2001)
3.2.4
Non-Discrimination

Competition laws should not discriminate between firms on the basis of nationality.  

Competition laws, regulations, policies, practices and procedures should not be applied in a discriminatory manner to further the interests of local firms or industries. (OECD, 2001)
3.2.5
Due Process

Competition law procedures should operate within a framework that ensures that the fundamental due process rights of the parties concerned are respected, and that appropriate safeguards, including effective appeal procedures, are in place to ensure the enforceability of those rights by the parties concerned.

Mechanisms should be established to ensure decision making is based strictly on facts and legal standards applied objectively in each case. (OECD, 2001)
3.2.6
Compliance Oriented Approach

Competition law regimes should be compliance oriented and proceed on the assumption that:

· Most business persons wish to comply with the law;

· A more adversarial or less co-operative approach has a chilling effect on activity which may either be pro-competitive or competitively neutral;

· A more adversarial approach typically results in far greater cost for the authority as well as private parties;

· Effective enforcement can often be achieved through a consultative approach by making it clear that legal proceedings will be commenced when co-operation is not forthcoming or when undertakings are not honoured; and 

· Increasing certainty of process and substance is better for all concerned.

A compliance program should include communication, providing confidential advice to business persons contemplating transactions and adopting a flexible approach to resolving cases that warrant intervention. (OECD, 2001)
3.2.7
Case Selection Criteria

The authority cannot investigate every potential meritorious case – there are not adequate resources to do so.  Authorities should focus on those cases of anti-competitive behaviour which have caused or which have the greatest potential to cause harm to the local economy.  Case screening criteria are needed to ensure those cases that merit the devotion of scarce resources receive careful investigation.  

Principal screening factors may be the scale and strategic importance of the conduct in question relative to the jurisdiction concerned; whether enforcement action by the authorities would support government policies which encourage economic efficiency; and whether national, international, or major regional participants are involved in the matter.  The size of the market is obviously a key factor where the market is large, because the economic impact of even a small price increase or reduction in innovation or service would be very considerable. (OECD, 2001)
3.2.8
Information Gathering Tools

It is essential that an enforcement agency be able to conduct its analysis based on facts.

To that end, fact-gathering should be facilitated by providing an incentive for parties (i.e. speed, less expense and certainty) to provide as much information as possible voluntarily.

Apart from formal processes to gather information, authorities should make extensive use of “field interviews,” in which it telephones or meets with members of industry to gather their views on is sues such as market definition, barriers to entry and effective remaining competition. (OECD, 2001)
Bringing in “outside people” with significant experience in the field or with specialised expertise (such as economists) has proven to be a cost efficient manner of performing through field investigations.  It has helped authorities to focus on the most significant practical issues and has also helped them to increase their own industry specific expertise more quickly. (OECD, 2001)
3.2.9
Protection of Confidential Information

A significant amount of information submitted to the authority is highly sensitive commercial information which, if improperly disclosed by the authority, could potentially cause substantial harm to the party submitting the information.  Thus, the success of an enforcement regime depends to a substantial extent on the degree to which firms feel comfortable that information they give the authority will remain confidential.  Given its importance, confidentiality should be statutorily protected. (OECD, 2001)
3.2.10
Competition Challenges in Dynamic Markets

The unique characteristics of the new economy and the increasing importance of knowledge based products, require that competition law authorities careful consider the implications of their actions for future investment, research and innovation.  Traditional assumptions underlying competition policy are increasingly being questioned in the new economy.  For example, a key aspect of competitive analysis under competition laws around the world is the definition of the size and scope of a relevant market.  However, market definition poses substantial challenges as markets are increasingly globalised and new competitors rapidly appearing. (OECD, 2001)
Competition law authorities must keep in mind that overly static efforts to promote competition within the framework defined by existing markets may pre-empt or inhibit innovation and future competition for the development of new markets. (OECD, 2001)

4 THE TURKISH COMPETITION AUTHORITY FUNCTIONS AND ORGANIZATION

This chapter is based on  the act on the protection of competition  law no:4054
 4.1 Organization

4.1.1Competition Authority

A Competition Authority which bears a public legal personality and enjoys administrative and financial autonomy is established for the purposes of providing the formation and improvement of markets for goods and services within a free and sound competitive environment and the supervision of enforcement of this Law and to exercise all other duties assigned to it by the Law.

The Ministry of Trade and Industry shall be the related ministry with the Authority.

In carrying out its duties, the Authority shall be independent.  No organ, authority, entity or person can give orders or directives to affect the final decision of the Authority.

 4.1.2 Organization of the Competition Authority

The organization of the Authority shall be composed of the following organs:

a) Competition Board,

b) Office of the President,

c) Service Departments.

4.1.3 Powers and Duties of the Board

The powers and duties of the Board are as follows:
a) On its own initiative or upon application to carry out investigation and research concerning the operations prohibited by this Law; and upon determination of any infringement, to take the necessary measures for the termination of the infringement concerned and to impose administrative penalty payments to those who are liable for such infringement,

b) To grant exemption or negative clearance certificates to the appropriate agreements thereby assessing the exemption and negative clearance applications of the parties concerned,

c) To re-assess the applications of the relevant parties where there occurs a change in the circumstances of the parties or in the markets thereby carrying out continuous inquiries in those markets related with the exemption decision or negative clearance certificate concerned, 

d) To give permission to mergers and acquisitions,

e) To appoint the Deputy Chairman of the Board,

f) To issue communiqués and make necessary regulations for the enforcement of this Law;

g) To opine, directly or upon the application of the Ministry, on the necessary amendments to be made in the competition legislation,

h) To follow the legislation, practices, policies and measures of other countries on restrictive agreements and decisions,

i) To set and supervise the implementation of the personnel policy of the Authority, to carry out staff appointments, to approve the annual budget, final accounts of income expenditures and the annual work programme of the Authority to be prepared by the Office of the Chairman and where necessary, to decide on the transfer of accounts in the budget,

j) To determine the candidates to be nominated by the Authority for the vacancies in the Board,

k) To publish an annual report on its activities, status and development in the field of its activities, 

l) To debate and decide on the proposals concerning the purchase, rental and sales of movable and immovable property and other assets of the Authority and make the necessary regulations therein, 

m) To decide on all kinds of rights, credits and duties operations of the Authority towards third persons, 

n) To carry out all other duties specified in the Law.

4.2 The Turkish Competition Act

4.2.1 Agreements, Concerted Practices and Decisions Restricting Competition 
Agreements and concerted practices of the enterprises and decisions and practices of the associations of enterprises the object or effect or the possible impact of which is, directly or indirectly, to prevent, distort or restrict competition in a certain market for goods and services, are unlawful and prohibited.


Such practices are, in particular, as follows:

a) To fix purchase or sales prices or the factors such as cost or profit which form the price or all other trading conditions concerning purchase and sales of goods and services;

b) To share the markets for goods and services or to share or control the market sources and components;

c) To control or to determine the quantities of supply or demand in the markets for goods and services outside the market conditions;

d) To impede or restrict the activities of the competitors or to eliminate other enterprises operating in the market by boycotts or by other practices or to prevent the newcomers in the market;

e) Except exclusive dealing agreements, to apply dissimilar conditions to persons which have equivalent transactions with equal rights and obligations;  

f) Contrary to the nature of the agreement or to the commercial customary rules, to make the conclusion of contracts subject to the purchase of other goods and services or acceptance by the intermediary purchasers to display of other goods and services or acceptance of resale conditions for the goods or services concerned. 

4.2.2 Exemption

The Board, in the existence of all the conditions stated below and upon the application of the parties concerned, may declare the provisions of related article inapplicable to any agreement or concerted practice between enterprises or decision by associations of enterprises which :
a) Contributes to new developments and progress or technical or economic improvement in production or distribution of goods and in providing services; 

b) Allows consumers to get a share from the resulting benefit;


and which does not :

c) Eliminate competition in a substantial part of the relevant market;

d) Induce a restraint on competition that is more than essential for the attainment of the  objectives set out in paragraphs (a) and (b);

4.2.3 Abuse of Dominant Position

 Any abuse, by one or more enterprises acting alone or by means of  agreements or practices, of a dominant position in a market for goods and services within the whole or part of the territory of the State, is unlawful and prohibited.


Abusive practices are, in particular, as follows :

a) To prevent, directly or indirectly, other enterprises in its area of commercial activities or practices which aim to impede the activities of the competitors in the market;

b) To make discrimination, directly or indirectly, by way of imposing dissimilar conditions for equivalent and same rights and obligations to the purchasers who have equivalent position;

c) To make the conclusion of contracts subject to the acceptance of restrictions concerning resale conditions such as the purchase of other goods and services or acceptance by the intermediary purchasers to display other goods and services or maintenance of a minimum resale price;

d) Practices which aim to distort competition in a market for goods and services by means of taking financial, technological and commercial advantages created by the dominant position in another market; 

e) To restrict production, marketing or technical development thereby causing a disadvantage for the consumers.

4.2.4 Mergers and Acquisitions

 Merger of two or more enterprises and acquisition, except acquisition by way of inheritance, by an enterprise or by a person, of another enterprise, either by acquisition of all or part of its assets or securities or other means by which that person or enterprise acquires a controlling power in that enterprise concerned, which creates or strengthens the dominant position of one or more enterprises as a result of which, competition is significantly impeded in the market for goods and services in the whole or part of the territory of the State, is unlawful and prohibited.





4.2.5 Negative Clearance

 Upon application by an enterprise or associations of enterprises concerned, the Board, on the basis of the facts in its possession, may certify by a negative clearance certificate that the agreement, decision, practice or the merger or acquisition, is not contrary to the related articles of this Law.


4.2.6 Revocation of Exemption or Negative Clearance Decisions

Exemption or negative clearance decisions may be revoked or certain practices of the parties may be prohibited in cases when :
a) There is a change in any of the circumstances which constitute the basis of the decision;

b) The parties fail to comply with the obligations or conditions attached to the decision;

c) The decision is given on the basis of incorrect or incomplete information concerning the agreement.

4.2.7
Request for Information

The Board, in carrying out the duties set forth in this Law, may request all necessary information from all public authorities and entities, enterprises and associations of enterprises.

The authorized personnel of these authorities, entities and enterprises and the associations of enterprises shall provide the requested information within the time period specified by the Board.

4.2.8 Fines 

The Board may impose on natural persons or legal entities which have the status of an enterprise and associations of enterprises and/or to the members of these associations :
a) One hundred million Turkish Liras in cases where incorrect or misleading information is provided by the enterprises or associations of enterprises in a notification made for exemption or negative clearance or for permission for a merger and acquisition and in notifications and applications concerning agreements made before this Law became effective,

b) One hundred million Turkish Liras in cases where incorrect or misleading information is provided upon the decision of the Board on a request for information or on the spot investigation, 

c) Fifty million Turkish Liras for failure to notify a merger or acquisition or an agreement, concerted practice or decision which is within the scope of related article, within the specified time period,

d) Sixty million Turkish Liras for the infringement of any obligations imposed pursuant to related article of this Law concerning the conditions attached to an exemption decision of the Board.


The enterprises and associations of enterprises against which a Board decision shall be imposed of fines, not less than two hundred million Turkish Liras, and those individuals or legal entities which have the status of an enterprise and those associations of enterprises and/or the members of those associations shall be imposed of a fine up to 10 % of the gross income occurred in the previous financial year, which is to be calculated by the Board.

5. THE SWEDISH COMPETITION AUTHORITY FUNCTIONS AND ORGANIZATION

This chapter is based on  the Swedish Competition Act.  
5.1 Organization 

5.1.1 Competition Authority 

The Swedish Competition Authority is the central authority for competition issues. The task of the Competition Authority is to work for effective competition in the private and public sectors to the benefit of consumers.
5.1.2 Organization of The Competition Authority

The organization of the Authority shall be composed of the following organs:

a)Competition Law Departments 1, 2 and 3

b)Economic Analysis Department

c)Council for Competition Research

d)Information Department

e)Legal Secretariat

f)Secretariat for Strategy and International Affairs

g)Administration Department

5.1.3 Powers and Duties of The Board

a)The Swedish Competition Authority works with the support of the Competition Act to counteract harmful restrictions on competition  in both the private and public sector. The Authority also applies the Act on Action against Improper Conduct concerning Public Procurement (LIU).

b)The Competition Authority submits proposals on changes to rules and other measures to eliminate obstacles to effective  competition in private and public sector activities.

c) The Competition Authority disseminates knowledge on the rules of competition and works towards establishing a competition oriented view in society.

d) The Competition Authority stimulates research in the field of competition. Attached to the Authority is a Council for Competition Research.

5.2 The Swedish Competition Act
The market economy is based on competition between undertakings. Competition strengthens the ability of Swedish industry to maintain its position on international markets and stimulates better use of society’s resources. This leads to benefits for consumers since prices are kept down and a greater and more varied range of goods and services are supplied.

Competition should be a contest on equal conditions making it possible for new players to enter the market. To achieve this there must be rules restraining undertakings from anti-competitive co-operation and abuse of market power.

The current Swedish Competition Act entered into force on the 1st July 1993. This Act is based primarily on the same principles as those that apply in the EU. The competition rules in the EU apply as Swedish law parallel with Swedish legislation on competition.

5.2.1 Prohibitions

The Act contains prohibitions against anti-competitive co-operation and abuse of a dominant position. The first prohibition against anti-competitive co-operation between undertakings applies to practices  which have the object or effect of restricting, limiting or distorting competition to an appreciable extent. The term “undertaking” also refers to associations of undertakings. The second prohibition prohibits abuse of a dominant position on the Swedish market by one or more undertakings. Having a dominant position is not in itself prohibited, what is prohibited is the abuse of market power.

Small and medium-sized undertakings are important for competition on the Swedish market. The Competition Act “favours” small undertakings since co-operation between them normally falls outside the prohibition against anti-competitive co-operation providing they do not jointly control a substantial part of the market. The prohibition against abuse of a dominant position also benefits small undertakings since they are often at a disadvantage when a larger undertaking abuses its market power.

5.2.2 Negative clearance and exemption

Undertakings unsure of whether an agreement or a practice contravenes either or both prohibitions may apply to the Competition Authority for negative clearance. Granting negative clearance means that the Competition Authority regards the agreement or practice as not being in conflict with the Competition Act. Anti-competitive co-operation that contravenes the Act may be granted a time-limited exemption by the Competition Authority, providing the undertakings can show that the co-operation has favourable effects outweighing the unfavourable ones. However, exemption from the prohibition against abuse of a dominant position can never be granted.

5.2.3 Block exemptions

The Government has decided on block exemptions from the prohibition against anti-competitive co-operation. Undertakings are thus able themselves to determine whether their agreements are exempted. Block exemptions have been issued for:

• vertical agreements (applies until December 2005)

• vertical agreements and concerted practices in the motor vehicle sector (applies until May 2010)

• specialisation agreements (applies until December 2010)

• agreement on research and development (applies until December 2010)

• agreements on transfer of technology (applies until March 2006)

• agreements in the insurance sector (applies until 2010)

• agreements on certain taxi co-operation (applies until December 2005)

5.2.4 The Authority’s application of Articles 81 and 82 of the EC Treaty

Since 1st January 2001 the Competition Authority has the powers to apply Articles 81(1) and 82 of the EC Treaty. Articles 81 and 82 can, however, be applied only if a restriction on competition affects trade between Member States in the EU to an appreciable extent.

The Competition Authority has also received the powers to grant negative clearance in the application of these Articles to such agreements and practices that are of special relevance to Sweden.

5.2.5 Sanctions

The Swedish Competition Authority may order an undertaking under penalty of a fine to terminate an infringement of a prohibition. In order to restrain undertakings from infringing the prohibitions against anti-competitive co-operation and abuse of a dominant position, a sanction may be imposed in the form of an administrative fine. This can amount to a maximum of 10 percent of the undertaking’s annual turnover. The administrative fine has the same function as a penalty in that it is to be imposed for infringements that have already been committed. The Competition Act also contains rules which have consequences under civil law and which should discourage undertakings from breaching the prohibitions. Agreements covered by the prohibition against anti competitive co-operation are void. An undertaking may also be liable to pay damages to another undertaking or party which has been disadvantaged by a breach of the prohibitions.

5.2.6 General guidelines on leniency

As a result of amendments to the Competition Act on the calculation of fines, the Authority issued in August 2002 general guidelines on reduction of fines and immunity from fines.

5.2.7 Control of concentrations between undertakings

The Competition Act also contains rules governing concentrations between undertakings, i.e. mainly acquisitions of undertakings. A concentration where the undertakings concerned have a combined aggregate annual turnover exceeding SEK 4 billion and at least two of the undertakings concerned each have a turnover in Sweden exceeding SEK 100 million shall be notified to the Competition Authority. A concentration can be prohibited if it creates or strengthens a dominant position which can significantly impede effective competition within the country or a large part of it.

5.2.8 Obligation to supply information

Undertakings are required to give the Competition Authority the information it needs to carry out its investigations. The Authority can also demand information from municipalities and county councils.

5.2.9 Complaints

A basis for the work of the Competition Authority is the information on competition problems which it receives orally and in writing from undertakings, private persons and others. The Authority determines priorities amongst the complaints it receives and takes the initiative in examining complaints, either by examinations under the Competition Act, or by proposing solutions, mainly through changes to rules in order to ensure better functioning competition to the benefit of consumers. International tasks Trade between countries is being increasingly liberalized. Undertakings often work in markets outside their own national borders and meet international competition. This increases the need for co-operation and liaison between the competition authorities of different countries. An important task for the Competition Authority is to work together with the European Commission in applying the EC competition rules to undertakings. The Authority also monitors international developments in the field of competition and participates in work carried out by the OECD, WTO and UNCTAD. The Competition Authority also participates in providing technical assistance in the field of competition, mainly to countries in Europe that have applied for membership of the EU.

5.2.10 The Competition Rules in the EU 

The EC rules on competition are applied to practices limiting competition which may affect trade between Member States. The competition rules in the EU apply as Swedish law parallel with Swedish competition legislation. Also agreements between undertakings on the Swedish market can be examined under the EC rules on competition if, for instance, they restrict imports. Restraints of competition affecting trade between several Member States in the EU are primarily decided on by the European Commission. The Commissions decisions may be appealed to the Court of First Instance and the European Court of Justice in Luxemburg. OECD = Organisation for Economic Co-operation and Development UNCTAD = United Nations Conference on Trade and Development WTO = World Trade Organisation

5.3 Stimulate research

The Competition Authority stimulates research in the area of competition. This is done with the support of the Council for Competition Research which is attached to the Authority. The members of the Council are representatives from universities, other research institutions and authorities and contribute to the knowledge of the Authority by keeping it abreast of new findings within the disciplines of economics and law that are important for its work.

5.4 Tasks of the County Administrative Boards
The County Administrative Boards have as their task the promotion of competition within their respective counties.

Amongst other things, the County Administrative Boards should:

• inform on competition issues,

• bring to the attention of the Competition Authority conditions which might indicate an infringement of the rules on Competition,

• be observant of regulations which impede effective competition,

• submit proposals on and, after having consulted the Competition Authority, follow up deregulation measures,

• be observant of different types of obstacles to effective competition in the public sector and submit proposals for measures to eliminate these, as well as

• work to ensure that competition views are taken into account by the County Administrative Boards as well as in regional and local bodies. Each County Administrative Board has a contact person for competition issues. 

6. COMPARISON OF TURKISH AND SWEDISH COMPETITION POLICY

This chapter includes the comparison of Turkish and Swedish competition policy, in other words, the similarities and dissimilarities between two countries. 

6.1 Competition Authorities

Both Swedish and Turkish Authorities aims to provide the formation and improvement of markets for goods and services with in a free and sound competitive environment and the supervision of enforcement of the Law. Each of these authorities is independent. As a result, no organ, authority, entity or person can give orders or directives to affect the final decision of the authorities. 

If we want to mention about the powers and duties of the authorities, the major task of them is to apply the competition act.  The competition acts include prohibitions, exemptions, negative clearances, fines, controls of concentrations between undertakings, obligations to supply information, complaints. The Authorities have also rights to submit proposals on changes to rules to effective competition in private and public sector activities. One of the most important tasks is to disseminate knowledge on the rules of competition and work towards establishing a competition oriented view in society.
6.2 The Competition Acts

The current Swedish Competition Act entered into force on the 1st July 1993. This Act is based primarily on the same principles as those that apply in the EU. Since 1st January 2001 the Competition Authority has the powers to apply Articles 81(1) and 82 of the EC Treaty. Article 81 and 82 can, however, be applied only if a restriction on competition affects trade between Members States in the EU to an appreciable extent. (Swedish Competition Act, 1993) On the other hand, The Turkish Competition Act is based on the Ankara Agreement which was signed between Turkey and European Economic Community (EEC) on the 12th of September in 1963. This act became effective in the late of 1994. (Turkish Competition Authority, 2002, Official Report)
Both Swedish and Turkish Competition Acts contain prohibitions against anti-competitive co-operation, acquisitions and  abuse of a dominant position. Some of the unlawful and prohibited practices related to anti-competitive co-operation are to fix purchase or sales prices, to share the markets for goods and services or control the market sources and components, to control or determine the quantities of supply or demand in the markets for goods and services outside the market conditions, to apply dissimilar conditions to persons which have equivalent transactions with equal rights and obligations. Abusive practices are also prohibited such as preventing other enterprises in its area of commercial activities or practices which aim to impede the activities of competitors in the market, making discrimination by way of imposing dissimilar conditions to the purchasers who have equivalent position, distorting competition in a market for goods and services by means of taking financial , technological and commercial advantages created by the dominant position in other market and restricting production, marketing or technical development thereby causing a disadvantage for the consumers.  
Exemption can be applied to the enterprises in each competition act only if the enterprises contribute to new developments and progress or technical or economic improvement in production or distribution of goods and providing services and also allow consumers to get a share from the resulting benefit. However, if the enterprises eliminate competition in a substantial part of the relevant market and induce a restraint on competition that is more than essential for the attainment of the new developments, they don’t have exemption.
Each authority has a right to request all necessary information from all public authorities and entities, enterprises and associations of enterprises. Besides, the competition authorities consider the complaints about competition problems which are received orally and in writing by undertakings, private people and others.

Both competition authorities may order an undertaking under penalty of a fine to terminate an infringement of a prohibition. These authorities discourage anti-competitive practices by applying fines. The fines can amount to a maximum of 10 percent of the undertaking’s annual turnover. 
7. CONCLUSIONS
The aim of this paper is to compare the competition policies between Turkey and Sweden and also show where Turkey is in the area of competition policy comparison to the members of   European Union. 
In the previous chapters, Turkish and Swedish competition policies, applications, structure of authorities are presented separately. They are compared in details about competition policies.
In conclusion,  Turkish competition authority and policies are very closed to Swedish competition authority and policies which is a member of European Union;  from the similarity of independency  to the structure of organizations, from the powers and duties of  competition authorities to the contents of competition acts.
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