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The use of economic analysis in competition 
investigations has taken a major step forward 
over the past 18 months. This was primarily 
due to a fundamental change in focus within 
the Hungarian Competition Authority (HCA) 
and a number of accompanying institutional 
developments to support this.

In particular, there has been a major capacity-
building process within the HCA that commenced 
approximately two years ago. The HCA 
appointed a chief economist with a PhD from 
a leading university in 2006, and has recruited 
several economists to its competition policy team, 
including another PhD from a renowned western 
university.

The most visible activity of the economics 
team at the HCA in the last year has been in the 
area of mergers and acquisitions.

The first major merger inquiry considered 
the impact of the proposed merger between 
the Hungarian Telephone and Cable 
Corporation (HTCC) and Matel Holdings 
(Matel), two companies providing a number 
of telecommunication services. The two major 
strands of the investigation involved the 
assessment of pro-collusive effects of the proposed 
merger and the evaluation of vertical integration 
effects. For the first strand of the analysis, the 
HCA employed a bidding study by analysing 
large buyers’ tenders for data communication 
services. In the second strand of the analysis, the 
HCA investigated the ability and incentives of 
the merged company to foreclose other retailers’ 
access to their (local loop) infrastructure. With 
no substantial evidence supporting any of these 
potential anti-competitive effects, the proposed 
merger was cleared unconditionally by the HCA.

A second detailed inquiry (also linked to 
HTCC) considered its wish to acquire the assets of 
Tele2, an alternative telecommunications company 
(with no infrastructure), following the decision of 
Tele2 to exit the Hungarian market and to sell its 
activities. A key element of the investigation was 

the assessment of the competitive pressure that 
Carrier Pre-Selection (CPS) providers may exert 
on traditional fixed-line operators. The inquiry 
analysis illustrated that such competitive pressure 
is relatively weak as traditional incumbent fixed-
line operators can apply a more flexible pricing 
structure (two-part rather than per minute fees) 
and offer better deals to customers. The analysis 
illustrated that cable operators are in a far 
better position to effectively challenge traditional 
incumbent fixed-call operators. This finding 
resolved the issue of whether there might be a 
lessening of competition in the residential call 
services market, as Tele2 could not be proven 
to be an effective competitor for HTCC (ie, it 
would have exited the market anyway). As no 
anti-competitive concerns were found in other 
segments of the relevant telecommunications 
market either, the HCA cleared the proposed 
merger unconditionally.

The HCA was also centrally involved in 
the assessment of the competition effects of 
Mondi’s proposed acquisition of Dunapack. 
This acquisition within the industrial packaging 
industry was originally assessed by the European 
Commission before being transferred to the 
HCA. The HCA undertook a detailed market 
definition analysis for industrial bags, with a 
particular focus on the identification of the 
relevant geographic market. This exercise 
involved a detailed statistical analysis of prices 
and trade flows as well as a comprehensive survey 
of large customers in order to properly address 
the issue of demand substitution. The findings 
from the analysis resulted in clearing the merger 
unconditionally.

As a result of the intense activity in the field 
of mergers over the last 12 months, the HCA is 
now recommending the Hungarian parliament 
replaces the dominance test for mergers with a 
more effect-based test of significant lessening of 
competition in the Competition Act.

Although merger cases seem to have dominated 
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the competition arena in the past year, there have 
been some inquiries related to abuse of dominant 
position and horizontal agreements as well.

The HCA’s utilisation of economic analysis in 
high-profile competition cases has significantly 

increased in the past year. In particular, the 
improvement in HCA’s approach to market 
definition issues, where the increase in the level 
of sophistication and the use of quantitative 
methods is clear, is most notable.
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London Economics is a leading European economics consultancy firm 
specialising in all aspects of competition work, including antitrust, merger 
review, dominance, litigation support, state aid, intellectual property, damages 
estimation and regulatory economics. Based in London, London Economics 
also has offices in Cardiff, Dublin and Brussels, and associated offices in Paris, 
Budapest and Valetta. London Economics is part of the Indecon International 
Economic Consultancy Group (headquartered in Dublin).

Ever since its formation in 1986, London Economics has worked with a 
range of national competition authorities, legal practices and other clients in 
over 80 countries. Recent assignments have included advice to the European 
Commission’s Competition Directorate as well as to national competition 
authorities, regulatory authorities and the private sector in the UK, continental 
Europe, Hong Kong and Malta.

Based on a thorough understanding of the economic forces driving markets, 
industries and company decision-making processes within specific institutional, 
legal and regulatory environments, London Economics brings the powerful 
tools of economic and econometric analysis to bear on problems faced by 
companies, competition bodies, regulators and policymakers in a clear and 
practical way that is focused on the needs of the client.

With affiliated offices in Europe (including Budapest), London Economics 
is strengthening its presence in the accession states of the EU and aims to 
continue providing clients with high-quality expert assistance in competition and 
state aid cases, regulatory issues and contractual and trade disputes as the 
demand for economics-based advice further increases.
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