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1 EXECUTIVE SUMMARY 

Introduction 

1.1 The Office of Fair Trading (OFT) is committed to assessing its 
performance against its aims and objectives and to evaluating the 
benefits it delivers to consumers and the economy as a whole.  

1.2 The evaluation of OFT activities fulfils a dual role of both external 
accountability (i.e. whether the OFT delivers its objectives and does so 
cost-effectively to the taxpayer and Parliament) and internal 
management (to help prioritise, conduct, and follow up its work to 
ensure that its impact is maximised).  

1.3 This study contributes to this ongoing evaluation effort, focusing on the 
effectiveness of the OFT’s competition advocacy interventions, with 
special emphasis on their associated benefits to consumers.  

Evaluation aims 

1.4 This report aims to evaluate the competition advocacy work of the OFT 
by: 

• Assessing the effectiveness of competition advocacy interventions: 
This included examining the extent to which advocacy advice and 
recommendations are taken on board by policy officials, and alter 
regulatory and policy outcomes; and 

• Gaining a better understanding of the potential impact of advocacy 
interventions on consumers by attempting to estimate the impact 
(benefits) of advocacy interventions on consumers in three specific 
instances. This exercise will also highlight the challenges associated 
with the evaluation of advocacy interventions. 

Methodology 

1.5 There are three main components of this research:  
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• A literature review; 

• A survey of officials across Government who have received 
competition advice; and 

• An analysis of three examples where advice was provided. These 
examples are provided as illustrations of the types of impact that 
competition advocacy can have on markets and of the challenges 
associated with the evaluation of advocacy. The three examples 
considered are: 

- Licensing regulations for will-writing  

- Phasing out of energy inefficient light-bulbs  

- Guidance on municipal waste management procurement 

The three examples were selected to reflect the range of advocacy 
activity and the type of interaction with government departments 
(face-to-face and written advice for the licensing of will writers, 
prolonged engagement followed by a report on the issue for phasing 
out of light bulbs, and face-to-face and written engagement building 
on an OFT report for waste management procurement). 

 

Key findings 

Survey of recipients of competition advocacy advice 

1.6 In total, 43 officials from 19 government departments responded in 
detail to our survey and their responses form the basis of the analysis 
that follows. 

1.7 Overall, results from the survey show that the provision of competition 
advice by the OFT is perceived to be an important activity and valued by 
respondents. 

1.8 The competition advice provided by the OFT is judged of high quality by 
the large majority of respondents.  Nearly nine out of ten (38 out of 43) 
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agreed that the OFT’s input was clearly presented and based on sound 
analysis. 

1.9 Over half of those receiving advice (25 out of 43) noted that the advice 
provided a perspective on competition that had not been considered 
previously, and two-thirds agreed that the advice provided had changed 
their awareness of competition issues more generally. 

1.10 Crucially, and in addition to influencing the recipient, in almost one half 
of cases the influence also extended to senior officials and Ministers. 

1.11 As a result, in almost half of the 43 cases considered (21 out of 43) the 
advice provided by the OFT resulted in important changes in the policy 
approach, and in nearly one quarter of cases (10 out of 43) the advice 
resulted in important changes to the policy objectives. 

1.12 A detailed analysis of survey results shows that the influence on policy-
makers and impact on the proposed policy appears greater when the 
advice is provided early in the policy development process rather than 
later (67 per cent against 43 per cent). 

1.13 Survey findings also illustrate the value of using a combination of 
communication channels in providing advice, as well as the important 
role of informal advice in influencing policy-makers and policy 
development, with 12 out of 18 cases of informal advice resulting in 
very important or important changes to the policy approach. 

Competition advocacy examples 

1.14 The three examples considered provide an illustration of the challenges 
faced when estimating the impact of advocacy interventions. The 
analysis of all three interventions shows their potential consumer 
benefits. However, due to a lack of sufficiently detailed data and 
information, any quantification of such benefits is imprecise. 

1.15 A brief summary of each example is provided below, followed by an 
assessment of impact.  
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Licensing regulations for will writing 

1.16 Following the identification of problems relating to the quality of 
professional services in the will writing market, the Department for 
Constitutional Affairs (DCA, now part of the Ministry of Justice) was 
considering intervention in the form of licensing regulations that would 
have limited entry into the profession.  

1.17 In September 2007, the Competition Advocacy Team alerted policy 
officials at the Department for Constitutional Affairs to the potential anti-
competitive effects and impact on consumers of entry regulations. The 
advocacy intervention included both face-to-face and written advice.  

1.18 The OFT advocated the consideration of alternatives to regulation, such 
as self-regulation (use of a code of practice), increased consumer 
awareness and/or enforcement of consumer protection law. The 
regulatory proposals were abandoned and a consumer code is currently 
being developed and at an advanced stage of the OFT’s Consumer Code 
Approval Scheme (CCAS). Once approved by the OFT, the code is 
expected to assist consumers in identifying high quality service 
providers, alleviating the asymmetric information problems in the market.  

1.19 Our analysis shows that the advocacy intervention (resulting in the 
avoidance of the introduction of entry restricting regulations) delivered 
positive benefits to consumers.  

Phasing out of energy inefficient light bulbs 

1.20 Throughout 2007 and 2008 the Department for Environment, Food and 
Rural Affairs (Defra) worked on proposals to introduce higher 
environmental product standards to improve the energy efficiency of 
many household and business appliances such as white goods, 
audiovisual equipment, IT equipment and light bulbs.  

1.21 Our analysis focuses on these proposals, whereby producers of light 
bulbs and retailers would agree, on the basis of voluntary arrangements, 
not to sell particular types of light-bulbs which were energy-inefficient. 
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Voluntary arrangements might raise competition concerns, including an 
increased likelihood of coordinated action among participating 
businesses. The OFT advised Defra policy officials on the process to be 
used for brokering an agreement while minimising the potential harm to 
competition which could arise as a result of having a number of 
competitors discussing together such product changes.  

1.22 The advice by the OFT influenced government officials’ approach. The 
result of this advocacy intervention is therefore a potentially more 
competitive market than might otherwise have been the case. 
Importantly, the advocacy intervention can also impact other products 
that might, in the future, be subject to similar implementation 
approaches. 

Guidance on waste management procurement  

1.23 In 2006, the OFT provided advice to Defra on how to improve local 
government procurement guidelines with the aim of increasing 
competition in the provision of municipal waste management services.  

1.24 The guidelines are intended to assist Local Authorities in their 
procurement of waste management services, increasing their awareness 
of the importance of promoting competition in the tendering process.  If 
procurement fails to promote competition among bidders, local 
authorities face higher costs of waste collection and reduced 
performance in terms of environmental objectives. This might have 
adverse implications for consumers both financially (as they ultimately 
fund the municipal waste sector) and through poor environmental 
outcomes.  

1.25 The advocacy intervention helped substantiate views reported to be, to 
some extent, already held by Defra policy officials. Although it might be 
too early to measure the full impact of this intervention, given the very 
large size of this market, even a small pro-competitive change can 
translate into large gains for consumers in the form of lower prices for 
waste management services and improved environmental outcomes.  
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Lessons from the evaluation 

1.26 The final section of the report considers how best to frame competition 
advice in order to maximise its impact. Based on a review of the 
literature, on our analysis of survey responses, and the overview of three 
competition advocacy interventions, we conclude that there are a 
number of important factors that drive the effectiveness of advocacy 
interventions: 

1.27 Expertise and reputation for accuracy. Technical expertise in the area of 
competition is crucial but the advice will be better received if the 
advocacy body also demonstrates an in-depth understanding of the 
specific sectoral issues. The Competition Advocacy Team was rated very 
highly in relation to these factors, with survey respondents 
overwhelmingly considering the OFT to provide well-informed and well-
researched advice. The examples considered further highlight the 
thoroughness with which the OFT considers particular markets and how 
the advice provided is carefully formed, being based on theoretical and 
empirical considerations.  

1.28 Adequate timing for the provision of the advice. Our literature review 
highlighted that advice received earlier on is found to be most likely to 
influence policy officials. Our survey found that the OFT advocacy 
advice is effective in terms of its timing, with the OFT often providing 
advice in the early stages of policy development. The examples also 
highlight how advice has been offered on an on-going basis and often 
over extended periods of time, for example, in the case of brokering 
voluntary agreements among light bulbs manufacturers and retailers.  

1.29 Independence and objectivity. Certain competition advocacy 
interventions may have a high public profile either because of the 
controversial / high profile of the issue and/or because of the size of the 
market under consideration. It is essential for the advocacy body to 
handle high profile cases well and be perceived as an impartial 
participant. Survey results indicate that the OFT is perceived as an 
impartial body providing objective advice. 
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1.30 Adding value. Competition advocacy advice that brings new information, 
analysis, or insights to bear on policy-making or sector regulation issues 
can be relevant and compelling, as exemplified by all case studies. 
Supporting advice with empirical research is a powerful way of 
conveying the potentially negative effects of some regulatory 
interventions.  

1.31 In summary, given the discussion above and the analysis presented in 
the remainder of this report, we would suggest the following actions to 
ensure the continued effectiveness of OFT’s advocacy interventions: 

• Continue to enable the competition advocacy team to provide high 
quality advice. Quality is a key factor influencing the take-up of the 
advice by policy-makers. It is also a key determinant of the impact of 
the advice on the policy approach adopted, and where relevant, the 
ultimate policy objectives.    

• Aim to provide advice early on in the policy process as it is at this 
stage that the advice is most likely to influence policy-makers and 
have an impact on the development of the policy itself. 

• Give a high priority to informal provision of competition advice and 
advice substantiated by OFT publications of market and competition 
analysis. The former is the type of targeted advice which influences 
policy-makers and impacts policy developments the most, while the 
latter contributes to the credibility and quality of the advice activities 
by demonstrating the OFT's knowledge of particular issues. 

• Use a variety of communication channels. Face-to-face 
communication is important and valued by advice recipients despite 
it being more resource intensive. 

• Ensure that the OFT is able to identify and address policy 
developments that may raise competition issues relatively early in the 
policy process. Such a pro-active engagement is resource intensive; 
therefore, the OFT might want to focus its available resources on 
monitoring policy developments in key government departments and 
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agencies. An important criterion for deciding which departments to 
focus on could be the departments' past record in approaching the 
OFT for competition advice.  
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2 INTRODUCTION AND OBJECTIVES OF THE STUDY  

Definition of competition advocacy for the scope of the present 
study 

2.1 The Advocacy Working Group of the International Competition Network 
(ICN) advanced the following definition of competition advocacy in 
2002: ‘competition advocacy is defined as those activities conducted by 
the competition authority related to the promotion of a competitive 
environment for economic activities by means of non-enforcement 
mechanisms, mainly through its relationships with other governmental 
entities and by increasing public awareness of the benefits of 
competition.’1 

2.2 The report of the ICN’s Working Group on Advocacy and competition 
policy also provides examples of the type of activities that competition 
advocacy may comprise.2 These activities include  

• performing reviews of existing and proposed laws and regulations;  

• providing advice on policy measures that might foster anti-
competitive practices and associated resource misallocation;  

• conducting outreach activities to educate the public directly, through 
the holding of seminars and the publication of newsletters, or 
indirectly through the media;  

• informing judges and legislators about competition policy-related 
matters; and  

• undertaking studies of actual or potential policy measures that may 
influence market outcomes. 

                                      

1 Advocacy Working Group, International Competition Network, (2002), page 25. 

2 Ibid. 
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2.3 Thus, all activities of a competition authority that do not fall under the 
enforcement category could be classified as competition advocacy. The 
ICN definition considers that advocacy can be directed at other public 
bodies or at the public. However, in the present study, we focus only on 
advocacy aimed at public bodies. We define such advocacy as 'Advising 
government on how public policies and institutions interact with markets 
and on how to minimise the impact of government interventions on 
competition'. 

 

Competition advocacy at the OFT  

2.4 In the UK, the 2001 White Paper3 and the Enterprise Act 2002 (EA02)4 
highlighted the importance of competition advocacy. This led to a 
renewed focus on advocacy within OFT and the formation of the 
Competition Advocacy Team in 2004/05, now part of the Office of the 
Chief Economist, within the Policy and Strategy Directorate.  

2.5 Although, other teams across OFT are involved in, or support, advocacy 
work, particularly in relation to market studies, the Advocacy team is 
primarily responsible for advocacy activities. 

2.6 The types of work the Competition Advocacy Team carries out can be 
divided into:  

1. Advice on the competition test in Impact Assessments (IAs) 
(previously known as Regulatory Impact Assessments (RIAs)).  

2. Ad-hoc advice to departments: This is mostly, though not 
exclusively, 'informal' advice (in the sense that is not published).   

                                      

3 'Productivity and Enterprise: A World Class Competition Regime', available on 
www.archive.official-documents.co.uk/document/cm52/5233/523301.htm. 

4 http://www.opsi.gov.uk/acts/acts2002/ukpga_20020040_en_1. 
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3. Larger and more defined projects: For example, projects on 
environmental product standards and waste management 
procurement. These are usually published.  

4. Contribution to general awareness-raising across government of 
competition issues: This includes discussions with departments, and 
organising cross-government Competition Forum meetings. 

5. Work in relation to market studies: follow up to recommendations to 
Government and continued advocacy of issues raised by previous 
market studies (e.g. in areas such as procurement and commercial 
use of public information). 

 

Objectives of the evaluation 

2.7 The present evaluation focuses on advocacy interventions, taken to 
include all types of competition advocacy work noted above [para 2.6], 
except ‘general awareness raising’.  

2.8 The objectives of this research are to assess: 

• The effectiveness of OFT's competition advocacy: how many actions 
(advice/recommendations etc) are taken on board and to what 
degree OFT's advocacy effort altered regulatory and policy proposals 
and outcomes; and 

• Gaining a better understanding of the potential impact of advocacy 
interventions on consumers by attempting to estimate the impact 
(benefits) of advocacy interventions on consumers in three specific 
instances. This exercise will also highlight the challenges associated 
with the evaluation of advocacy interventions. 
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As well as to provide: 

• Any lessons on how to prioritise advocacy efforts and resources in 
the future. The evaluation aims to highlight advocacy issues and/or 
approaches that are particularly effective. 

Methodology 

2.9 This research follows a dual approach to measure the effectiveness of 
advocacy interventions, and their potential impact on consumers. 

2.10 Firstly, we conducted a survey of government officials who have been 
recipients of advocacy advice and analysed the results.  This is similar to 
the approach adopted by US Federal Trade Commission for assessing the 
effectiveness of its advocacy program.5 The objective of this survey is to 
assess whether OFT advocacy interventions had an effect, that is, 
whether they influenced policy makers and resulted in a change of policy 
approach or objective.  

2.11 We also considered three specific examples of advocacy interventions. 
Our analysis (based on evidence provided by recipients of advice) aims 
to establish its effectiveness in terms of the extent to which the advice 
shaped the policy proposals in question. Also, we attempt to estimate 
the impact on consumers as a result of any changes in policy outcomes 
attributable to the advocacy intervention. The three examples were 
selected to reflect the range of advocacy activity, the type of interaction 
with government departments and to be illustrative of the potential 
effects that advocacy work might have on consumers.  

2.12 The results of the survey and the consideration of the three examples 
are taken into account in the following sections, drawing out the key 
lessons learned, and implications for future advocacy work by the OFT.  

                                      

5 'To update its understanding of the effectiveness of its advocacy program, in 2006, the FTC 
Office of Policy Planning surveyed advocacy recipients and others involved in the relevant 
decision making process for the period June 2001-May 2006 (see OECD (2007). 
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3 THE CHALLENGES OF EVALUATING COMPETITION 
ADVOCACY  

3.1 This chapter discusses the challenges of evaluating competition 
advocacy and how we attempt to address them in this report.   

Main challenges for evaluating the impact of competition advocacy 
interventions 

3.2 The ultimate objective of an evaluation of advocacy is to assess the 
impact of advocacy interventions by estimating the (consumer) benefit 
associated with these actions and, if possible, obtain a 'value for money' 
approximation.  

3.3 This is, however, a challenging task, as competition advocacy achieves 
the broader consumer benefits indirectly, by influencing objectives and 
approaches of existing government policies or policies being developed. 

3.4 The effectiveness of competition advocacy can be assessed in terms of 
the direct impact of such advocacy on government policies and policy 
proposals. However, it is important to note that achieving such an 
impact is not a goal in itself but rather an intermediate step towards 
achieving the broader consumer and market benefits. 

3.5 An advocacy intervention can benefit consumers by influencing 
government officials and leading to an anti-competitive regulation/ policy 
not being imposed or being removed, or ensuring that possible anti-
competitive outcomes from a regulatory/policy proposal are mitigated 
when possible.  

3.6 However, the avoided loss from a change in policy may not be solely 
attributable to the advocacy intervention. Other factors may have been 
influential as well. In some instances it can be difficult to ascertain the 
counterfactual (i.e. what would have occurred in the absence of the 
advocacy intervention). 
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3.7 Defining the counterfactual requires making assumptions about how 
other influences shape regulatory outcomes. Such assumptions may be 
open to challenge. This problem applies equally to quantitative and 
qualitative evaluations of advocacy. 

3.8 Although, the existing literature on the evaluation of competition 
advocacy6 has been helpful in identifying many of the challenges 
discussed above, it is sparse in terms of actual applications of evaluation 
techniques to past advocacy interventions. Evenett (2006) attributes this 
to the fact that, ‘the evaluation of competition advocacy is in its infancy, 
with only some qualitative evidence to guide policymaking’ and states 
that ‘useful quantitative evidence is almost non-existent’.7 

Methodology for measurement of advocacy effectiveness 

3.9 In this section we present an overview of two complementary 
approaches for assessing the effectiveness and impact of competition 
advocacy interventions.  

3.10 The first approach focuses on the effectiveness of the competition 
advocacy intervention and involves a survey of government officials 
(recipients of OFT competition advice since 2005). The aim of the 
survey is to assess directly from advocacy advice recipients the 
effectiveness, in their view, of advocacy advice in shaping policy 
development/ outcomes. The survey also investigates what aspects of 
advice are most useful and whether, if at all, improvements could be 
made to improve effectiveness going forward. Chapter 4 of this report 
presents our survey methodology and results. 

                                      

6 See, for example, Advocacy Working Group, International Competition Network (2002) or 
Evenett. (2006). For examples of analysis of FTC advocacy, see Majoras (2005) and Cooper et 
al. (2005). 

7 Evenett (2006). 
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3.11 The second approach is a more detailed analysis of three advocacy 
interventions and focuses on the potential impact of the competition 
advocacy intervention. In these instances, the impact on consumers is 
estimated by considering the avoided loss to consumers directly 
attributable to the intervention. As discussed previously, quantifying the 
impact to consumers of advocacy interventions can be challenging, 
especially trying to isolate those results in policy outcomes that are 
directly attributable to the advocacy intervention. We discuss in more 
detail below how these challenges may be addressed and impact 
measured.  

Measuring advocacy impact 

3.12 By enhancing competition or by preventing regulations that reduce 
competition, advocacy can have an impact on market outcomes at 
several levels.  

3.13 Competition is associated with lower prices. This impact on prices can 
be one of the easiest impacts of an advocacy intervention to measure. 
However, in addition to its impact on prices, competition can potentially 
impact markets and consumers in a variety of ways (including, the 
quality of products produced or services provided and the range of 
products available, product innovation, innovation of ancillary services, 
development of advertising strategies, and/or the amount and clarity of 
information provided to consumers).8  Any evaluation of the impact of 
advocacy interventions needs to reflect the scope for a range of 
potential consumer benefits, although the non-price effects can be 
notoriously difficult to quantify.   

3.14 Our proposed approach in relation to these many impacts of competition 
advocacy is to combine an estimation of price impacts attributable to the 

                                      

8 See, for example, Davies et al. (2004), Geroski (2004), Motta (2004), and OFT (2009b). 
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intervention with a qualitative discussion of a range of other potential 
benefits. Below is a more brief discussion of how this might be done.  

Measuring price effects 

3.15 The methodology adopted to estimate the effect of price changes on 
consumer welfare as a result of an advocacy intervention can be applied 
both to an advocacy intervention that successfully prevents an 
anticompetitive regulation from being introduced and one that persuades 
policy officials to introduce pro-competitive conditions in the 
marketplace. The discussion below refers to the impact of preventing an 
anti-competitive regulation. 

3.16 An anticompetitive regulation (AR) may lead to a price increase to PAR 
compared to a more pro-competitive regulation or no regulation (PR) 
which results in the price PPR. This is illustrated on the vertical axis in 
Figure 3.1. Assuming that the demand for goods and services is 
downward sloping implies that a lower quantity of goods and services is 
demanded when regulation is anticompetitive (that is QAR instead of QPR). 
This is illustrated on the horizontal axis of Figure 3.1.  

3.17 If competition advocacy ensures that AR is not implemented and that PR 
takes place, this would translate into lower prices and a greater quantity 
demanded. The benefit to consumers can be decomposed into two parts. 
The first part is the benefit of the lower price on the quantity consumers 
would have consumed under the anti-competitive regulation. This benefit 
is represented by the striped area in the figure below. The second part of 
the benefit to consumers is the increase consumption at the lower price. 
This benefit is represented by the black area in the figure below. The 
total effect on consumer welfare is the sum of the striped and the black 
areas in Figure 3.1.  
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Figure 3.1: Measuring the price effect of an advocacy intervention 

 

3.18 Knowledge about the shape and slope of the demand curve is necessary 
in order to estimate the sum of these two areas accurately. In this 
respect, we would be particularly interested in the responsiveness of 
consumers to changes in prices (as measured by the elasticity of 
demand, or the percentage change in quantity demanded that will be 
observed as a result of a given small percentage change in price). When 
such information is not available, the area might be approximated in 
three different ways:  

• By the striped area in which case the price effect on consumer 
welfare would be slightly underestimated.  

• By the sum of all three areas (the striped, the black and the light 
shaded areas). In this case we would slightly overestimate the price 
effect on consumer welfare.  

• Both approximation methods might be combined to provide a lower 
and an upper limit for the estimate. 

3.19 Information about price and quantity transacted in the counterfactual will 
generally not be available. As such, the evaluation may be limited to 
using the value of actual transactions in the market (price and quantity) 
and make an estimation of the price that would be likely to have 
prevailed in the counterfactual. 

Price 

Quantity 

PAR 

PPR 

QAR QPR 
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3.20 The literature on the benefits achieved by deregulation can be used as a 
guide to infer the potential magnitude of the costs of regulation. The 
recent position paper by the Brookings Institute9 summarised the 
literature10 on the savings to US consumers resulting from deregulation. 
It notes, for example, that airlines saw a 33 per cent reduction in 
inflation adjusted fares, trucking a 35-75 per cent reduction in inflation-
adjusted rates, railroads more than 50 per cent decline in inflation 
adjusted rates, natural gas a 30 per cent decline in consumer prices, and 
a more than 50 per cent decline in long distance phone call rates. Similar 
exercises for the UK highlight the impact of deregulation in a number of 
industries.11 For instance, the deregulation of international phone calls 
has brought about a price reduction of 90 per cent over the decade to 
2002 in the price of UK international calls,12 while a number of studies 
also focus on the impact of regulations of the price of professional 
services.13  

Non-price effects 

3.21 Competition is also associated with additional consumer benefits, 
including better product or service quality, a wider diversity of products 
and services and innovation.14  

3.22 These non-price effects are difficult to measure and the methodologies 
to do so need to be devised on a case-by-case basis. Some non-price 
effects may be quantifiable while others are not. We outline below some 

                                      

9 Crandall (2008). 

10 Some examples include Winston (1993, 1998) and Crandall and Ellig (1997). 

11 See Davies et al. (2004) and OFT (2009b). 

12 Ibid. 

13 See Table 4.2 for details of such studies. 

14 For example, see Davies et al. (2004), Geroski (2004) and OFT (2009b). 
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approaches to the quantification of non price effects and identify some 
areas where even an approximate quantification may be challenging. We 
briefly discuss some examples, though the list does not intend to be 
exhaustive. In all cases, the challenges associated with identifying the 
right counterfactual and the extent to which the impact can be attributed 
to the intervention under consideration apply. 

Product quality and level of service 

3.23 The enhancement of competition may manifest itself in better quality 
and better service to customers.  Consumer complaints data and 
consumer surveys analysing consumer behaviour may give an indication 
of the size and type of problems in the market, and the extent to which 
more effective competition alleviates some of these. It should be noted 
that consumer complaints are not available in all cases and, even when 
available, can be an imperfect proxy. Consumer surveys can also be 
used to assess (changes to) quality and service levels. 

Enhanced product variety 

3.24 Interventions that enhance competition can also benefit consumers 
through an increase in product variety, though the value of increased 
choice is difficult to estimate. For example, in their quantification of the 
economic impact of increased product variety made available through 
electronic markets, Brynjolfsson et al. (2003)15 show that increased 
product variety can be a significantly larger source of consumer surplus 
than the efficiency gains from increased competition.16

  

                                      

15 See Brynjolfsson et al. (2003), An alternative approach is applied by Höffler (2007). 

16 The total effect of the introduction of a wider range of books in online markets is estimated as 
the difference in the consumer’s expenditure function before and after the introduction of a 
larger number of books and the difference is estimated at the level of post-introduction utility. 
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Impact on other markets 

3.25 The dynamics of a particular market can impact on outcomes beyond the 
market under consideration. Interventions in relation to professional 
services are a case in point, with the impact of high quality accountancy 
services on asset pricing in financial markets as a commonly cited 
example.17 The value of an impact of this type may be extremely large 
but a quantification exercise would be quite challenging.  

3.26 Interventions can positively affect also other markets indirectly, though 
still crucially, through a general rise in awareness of the benefits of 
competition. To assess this impact it would be necessary to estimate 
how much a particular intervention impacts on the general level of 
competition awareness and of how much this higher awareness would 
increase the likelihood of pro-competitive behaviours and outcomes in 
other markets. Again, a quantification of this type of impact is difficult.  

Impact on innovation 

3.27 Enhanced competition can also promote innovation. Innovation may be 
enhanced by competition because competitive pressure gives firms 
incentives to invest in R&D in order to survive and potentially 
differentiate their product from other products. Furthermore, competition 
may facilitate knowledge spillovers.  

3.28 However, the relation between competition and innovation is a complex 
one.18 For instance, in some cases, competition may drive down firm 
profits and thus lower funds available and returns to innovation. At the 
time of a competition advocacy intervention it may be difficult to gauge 
the effects of enhanced competition on innovation and so not only the 
magnitude but also the direction of the effect will be difficult to 

                                      

17 See, for example, Krishnan (2003). 

18 See, for instance, Ahn (2002) and Aghion et al. (2006). 
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ascertain. As such, any analysis of the impact of an intervention on 
innovation will need to be undertaken on a case-by-case basis. 

Environmental impacts 

3.29 As a result of the impact of competition on efficiency and innovation, in 
some cases enhanced competition can also lead to positive 
environmental impacts as exemplified in our consideration of the 
potential impact of competition on the waste management market. Other 
benefits may occur in markets where consumers care about 
environmental outcomes and competition drives producers to offer 
products with better environmental characteristics.  
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4 SURVEY OF RECIPIENTS OF OFT COMPETITION ADVICE  

4.1 One of the instruments that can be used to assess the effectiveness of 
the competition advocacy activities of a competition authority is to seek 
the views and opinions of the government officials who received such 
advice. Of particular interest in such an exercise are the officials’ views 
on how the advice received impacted on the policy in question. 

4.2 For example, in his 1988 assessment of the impact of the US Federal 
Trade Commission (FTC) Competition and Consumer Advocacy Program, 
Celnicker undertook a survey of state and local government officials 
having received competition advice from the FTC.19 In 2006, the FTC 
updated the findings of the Celniker survey by undertaking a new survey 
of officials having received competition advice over the period June 
2001 to May 2006.20 

4.3 Following this approach, we conducted a survey of government 
officials.21 The aims were to: 

• Understand their experience in relation to the specific policy proposal 
on which they received competition advice from the OFT (timing and 
form of the advice received). 

                                      

19 See Celnicker (1989). 

20 See OECD(2007). 

21 An initial sample of 71 officials was developed from a list of recent advocacy actions 
undertaken by the OFT. The initial list was reduced to 71 cases once duplicate and untraceable 
contacts were removed (twenty-one officials were non-contactable despite numerous efforts 
aimed at identifying their current contact details, 6 officials were listed several times and the 
views of 2 officials were gathered as part of the case studies). Of the 71 officials to whom the 
survey was sent, 18 declined to participate, 7 did not respond despite being sent repeated 
reminders by e-mail and telephone voice-mail, and 3 did answer the survey but in a very general 
way (that is, they did not provide their views with regards to one specific OFT competition 
advice). In order to test the questions in the survey, we conducted a pilot survey involving 10 
officials.  
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• Assess how they perceived the quality of the advice they received. 

• Gather information on the impact of the advice received. 

4.4 In total, 43 officials responded in detail to the survey and their responses 
form the basis of the analysis below.  

4.5 A key challenge in any survey is the risk that survey respondents provide 
responses that are biased (either in favour of or against). In the present 
case, we sought to minimise such risks through careful piloting of the 
survey, as well as reassuring respondents that their views would remain 
anonymous and only be reported at an aggregate level.   

Characteristics of the competition advice provided by the OFT 

4.6 The 43 respondents came from 19 departments / organisations, with the 
most represented being the Department for Environment, Food and Rural 
Affairs, the Department for Business Innovation and Skills and the 
Department for Health (see Table 4.1 below for further detail). Overall, 
the distribution of the respondents across departments and agencies is 
broadly similar to the distribution of OFT advocacy activities, although 
the three departments listed above are slightly over-represented in the 
survey responses. 
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Table 4.1 Government departments and organisations that receive 
advice  

Government department / Organisation Frequency in 
survey 

Percentage 
in survey 

Percentage in 
the sample 

of 
interventions 
considered 

Department for Business, Innovation and Skills 9 21% 12% 

Department for Environment, Food and Rural 
Affairs 8 19% 17% 

Department of Health 7 16% 15% 

Department of Communities and Local 
Government 4 9% 8% 

Department for Children, Schools and Families 3 7% 3% 

Department for Transport 2 5% 2% 

Financial Reporting Council 2 5% 2% 

HM Treasury 1 2% 7% 

Department for Work and Pensions 1 2% 3% 

Better Regulation Executive 1 2% 2% 

Bank of England 1 2% 1% 

Cabinet Office 1 2% 1% 

Insolvency Office 1 2% 1% 

Intellectual Property Office 1 2% 1% 

Scottish Government 1 2% 1% 

Department for Culture Media and Sport 0 0% 3% 

Office of the Deputy Prime Minister 0 0% 3% 

Department for Constitutional Affairs 0 0% 3% 

Ministry of Defence 0 0% 3% 

Department of Energy and Climate Change 0 0% 2% 

Health and Safety Executive 0 0% 2% 

Ministry of Justice 0 0% 2% 

Audit Commission 0 0% 1% 

Cooperation and Competition Panel 0 0% 1% 

Department for International Development 0 0% 1% 

Food Standards Agency 0 0% 1% 

Home Office 0 0% 1% 

Information Commissioner's Office 0 0% 1% 
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Law Commission 0 0% 1% 

Office of Government Commerce 0 0% 1% 

Shareholder Executive 0 0% 1% 

Vehicle and Operator Services Agency 0 0% 1% 

Total    

Note: In a few cases, OFT advice was directed at two government departments and/or agencies. 
Source: Analysis of recent advocacy interventions  

4.7 As noted in the introduction of the report, the OFT provides different 
types of competition advice. The two most common types of 
competition advice provided by the OFT to the survey respondents were 
informal advice and competition advice related to Impact Assessments 
(previously referred to as Regulatory Impact Assessments – RIAs) with 
32 of the 43 respondents reporting that they had received such advice 
(Figure 4.2). 

Figure 4.2: Type of competition advice provided to survey 
respondents

 
Note: The category ‘Other’ includes merger competition assessment and advice on the definition 
of economic and social undertakings 
Source: London Economics’ analysis of survey responses  
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4.8 The OFT used a wide variety of communication channels (e-mail, 
telephone, face-to-face meetings) to provide the advice and, several 
channels were often used simultaneously (Table A.1 in the Annexe). 

4.9 Typically, the OFT competition advice was requested by survey 
respondents, and such a request was made most often during the initial 
and mid to late stages of policy development (Figure 4.3). 

4.10 Moreover, in most cases, the competition advice was received at the 
same stage as requested (Figure 4.3).  

Figure 4.3 Stage at which OFT competition advice was requested 
and received 

 

Note: A number of respondents reported requesting and receiving competition advice at several 
stages.  
Source:  London Economics’ analysis of survey responses 

4.11 39 (out of 43) survey respondents also noted that, from their 
perspective, the time at which they received the advice was the most 
appropriate time for receiving such advice. This does not imply, 
however, that the timing of the provision of the OFT advice was always 
necessarily optimal. In theory, it is possible that, in some instances, the 
advice could have been more useful if provided earlier but none of the 
survey respondents raised this point and, as such, this cannot be 
inferred from the responses to the survey.  
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4.12 In order to get an appreciation of when it is most useful for the OFT to 
provide competition advice, the survey included also a number of 
questions on the timing of the provision of the advice. 

4.13 The survey results show that, generally, the most useful time to provide 
competition advice was during the policy development stages (Figure 
4.4). However, the survey respondents did not provide a clear indication 
about exactly when in the policy development process the competition 
advice is best provided.  

4.14 Just over one-half (20) of the respondents, who had indicated that they 
had received the OFT advice at the most useful time, noted that the 
competition advice is most useful in the initial policy development 
stages. Slightly more than one third (14) stated that it was most useful 
to receive the advice at the mid to late stages. 

Figure 4.4 Most useful time to receive OFT competition advice  

 

Note: Only the survey participants who responded that the advice was provided at the most 
useful time were asked when the most useful time was. 
Source: London Economics’ analysis of survey responses 
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4.15 The four respondents who said that competition advice was not provided 
at the most useful time noted that the OFT’s advice should be best given 
early on in the policy development process. 

Impact of the OFT’s competition advice 

4.16 Respondents generally viewed the quality of the OFT’s competition 
advice as high, with the vast majority of respondents (38 out of 43) 
agreeing with the statement that ‘the OFT’s input was clearly presented 
and based on sound analysis’ (Figure 4.5). 

Figure 4.5: Agreement by survey respondents with the statement 
‘The OFT’s input was clearly presented and based on sound analysis' 

 
Source: London Economics’ analysis of survey responses 

  
4.17 In the 40 cases where respondents were also referred to OFT 

publications or materials as part of the competition advice provided by 
the OFT, they generally found these resources useful (22 respondents 
said they were ‘very useful’ and 17 noted that such information was 
‘fairly useful’). 
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4.18 The survey results suggest that OFT advice was provided at an 
appropriate point in the policy development process, at least from the 
perspective of the recipients of the advice. In general, the advice was 
viewed as being of high quality.  

4.19 However, although positive, such findings do not provide any indication 
of the potential impact of the OFT advice. This key point is addressed 
through a number of survey questions which focus on the influence of 
the competition advice on policy-makers and the impact on the policy for 
which the advice was provided. 

4.20 While it is necessary that policy-makers are influenced by the 
competition advice for the impact on the policy targeted by the advice to 
crystallise, such a policy impact may not always materialise. 

4.21 This is why the survey included, in addition to questions addressing the 
influence of the advice on policy-makers, a number of questions focused 
explicitly on the policy impact of advocacy interventions. 

4.22 The survey results show that the competition advice had an important 
influence on the recipients of the advice. In total, 29 of the 43 survey 
respondents agreed or strongly agreed with the statement that ‘My 
awareness of competition issues changed as a result of OFT's input on 
the policy issue’ (Table 4.6).  

4.23 Moreover, slightly more than half of the respondents (25 out of 43) 
agreed or strongly agreed with the statement that ‘The OFT’s input 
provided a perspective on competition that had not been considered 
previously’ (Table 4.6). 

Table 4.6 Respondent views on the contribution of the OFT input  

Respondent view The OFT’s input provided a 
perspective on competition 

that had not been considered 
previously  

My awareness of 
competition issues changed 
as a result of OFT's input on 

the policy issue  

Strongly agree 6 (14%) 7 (16%) 

Agree 19 (44%) 22 (51%) 
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Disagree 16 (37%) 13 (30%) 

Strongly disagree 2 (5%) 1 (2%) 

Source: London Economics’ analysis of survey responses 

4.24 The influence of the OFT competition advice extended beyond the 
recipient of the advice. In 22 of the 43 cases, the OFT’s competition 
advice was taken on board ‘to a great extent’ by the policy team and, in 
a further 18 cases the advice was taken up ‘to some extent’ (Table 4.7). 

4.25 Moreover, the OFT competition advice also influenced to a significant 
extent senior officials and Ministers. According to survey responses, the 
OFT advice was acted upon by senior officials and Ministers (either to 
some or a great extent) in 35 of the 43 cases (Table 4.7). 

Table 4.7 Take-up of OFT competition advice by policy team and 
senior officials  

Extent of take-up Taken on board by the 
policy team 

Acted upon by senior 
officials/Ministers 

To a great extent 22 (51%) 10 (23%) 

To some extent 18 (42%) 25 (58%) 

Not at all 3 (7%) 8 (19%) 

Source: London Economics’ analysis of survey responses. 

4.26 As a result of the significant influence of the OFT advice on policy-
makers, and senior officials and Ministers, in 21 cases (or almost half of 
the 43 cases) the OFT competition advice had an important or very 
important impact on the policy approach (Table 4.8). 

4.27 Furthermore, in nearly one-quarter of cases (10 cases) the provision and 
take-up of the OFT advice resulted in important or very important 
changes to the policy objectives themselves (Table 4.8).  
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Table 4.8 Impact of OFT competition advice on policy approach and 
objectives  

Importance Changes to the policy 
approach were: 

Changes to the policy 
objectives were: 

Very important 5 (12%) 2 (5%) 

Important 16 (37%) 8 (19%) 

Not very important 14 (33%) 16 (38%) 

Not at all important 1 (2%) 3 (7%) 

No changes were made 7 (16%)  13 (31%) 

Note: One respondent did not answer regarding the importance of changes to policy objectives. 
Source: London Economics’ analysis of detailed survey responses 

Aspects of the OFT advice that influence its impact 

4.28 In order to determine whether there are particular aspects of the OFT 
competition advice which influence its impact, a cross-analysis of the 
survey responses was undertaken.  

4.29 Although the findings below are based on a limited sample size and small 
number of observations in certain cross-tabulations, they suggest that 
certain factors do indeed influence the impact of competition advice 
provided by the OFT. We highlight below some of these factors.  

4.30 The OFT’s competition advice had more of an impact on officials’ 
knowledge and awareness of competition issues when it was perceived, 
by survey respondents, to be clearly presented and based on sound 
analysis (Table A.2 in Annexe).  

4.31 The OFT competition advice was taken up to a greater extent by the 
policy team and had a greater impact when it was provided in the initial 
stages of policy development (Tables A.3 and A.4 in the Annexe). In the 
survey, the advice had an impact on the policy approach in 16 of 24 
cases (67 per cent) when it was provided early in the policy 
development process but only on nine of 21 cases (43 per cent) where it 
was provided later (Table A.4 in the Annexe).  
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4.32 In instances where the OFT’s competition advice was viewed as clearly 
presented and based on sound analysis, the changes to the policy 
approach as a result of the OFT’s advice were generally seen, by the 
respondents, as having been more important (Table A.5 in the Annexe). 

4.33 Informal competition advice caused the largest number (in absolute 
terms and proportionally) of changes to policy approach. 12 out of 18 
cases of informal advice resulted in very important or important changes 
to the policy approach while competition advice in the context of IAs 
(formerly known as RIAs) resulted in such changes in four out of 14 
cases, market study follow-up in two out five cases and formal 
consultation responses in none out of two cases (Table A6 in the 
Annexe). 

Interest groups, media coverage and publication of the OFT’s 
position 

4.34 When assessing the OFT’s competition advocacy work it is important to 
understand the context in which the OFT provided that advice. This 
allows the evaluation to examine whether the OFT’s competition advice 
has more impact in certain contexts and how certain contextual factors 
may magnify or inhibit the impact of advocacy advice.  

4.35 It is for this purpose that the survey also sought information on the 
context in which the advocacy advice was delivered, in particular 
whether a) other interest groups were actively seeking to influence the 
policy process,  b) the policy issue attracted media coverage, and c) the 
OFT’s position was published. 

4.36 Of the 11 respondents who reported the presence of interest groups that 
shared the views of the OFT on the policies for which competition 
advice was provided, seven respondents indicated that the presence of 
these groups led them to give greater consideration to the OFT advice 
(Table A.7 in the Annexe). 

4.37 General press coverage of the policy issue was less of a reinforcing 
factor, as of the 19 respondents who noted that there had been press 
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coverage of the issue for which the OFT provided advice, only eight 
reported that such press coverage led them to give more consideration 
to the OFT’s advice and views (Table A.7 in the Annexe).  

4.38 Finally, publication of the OFT’s position was not very frequent  in the 
cases covered by the survey results (only 12 cases) and does not appear 
to have had a major impact on the effectiveness of the OFT competition 
advice. Only three of the 12 respondents indicated that such publication 
gave them cause to give greater consideration to the OFT’s views (Table 
A.7 in the Annexe). 

4.39 Overall, the survey responses suggest that the key external reinforcing 
factor was the presence of interest groups who shared the OFT’s views.  

OFT competition advice requested/ sought on other policy proposals 

4.40 So far, the assessment has focused on the nature, quality and policy-
impact of specific competition advice provisions by the OFT. Of interest 
is also the question of whether the receipt of such advice has a broader 
and lasting impact, and contributes to nurturing a policy-making culture 
where competition issues are given due consideration in the policy 
process. 

4.41 In this regard, the results of the survey are encouraging, as the future 
provision of competition advice by the OFT was welcomed by almost all 
survey respondents, with 41 out of 43 survey participants agreeing or 
strongly agreeing with the statement that ‘The OFT’s input would be 
useful to policy-makers facing other relevant issues in future’. 

4.42 In order to gain a deeper understanding of this general support for the 
provision of OFT competition advice, the survey also aimed to find out: 

• Whether the respondents had requested the OFT’s competition 
advice on other policy proposals; 

• Whether the respondents would seek the OFT’s competition advice 
should relevant issues arise in the future; and 

OFT866 | 36



  

  

  

 

 

• Whether the fact that the respondents received OFT competition 
advice caused other teams in their organisation to seek input. 

4.43 In practice, the follow-on impact has been limited so far. Only six 
respondents stated that they requested the OFT’s advice on other policy 
proposals, although the low follow-on impact is likely to be due to the 
fact that survey respondents did not face further policy situations where 
competition advice was required.22  

4.44 Moreover, about one quarter of respondents noted that the fact that 
they received OFT competition advice caused other teams in their 
department to seek competition advice on related or other policy areas. 

4.45 Thus, from this broader perspective, competition advice on specific 
policies has also significant spill-overs, as it stimulates the recipients of 
OFT competition advice and their colleagues to seek further competition 
advice on other policy issues.  

Conclusions 

4.46 Overall, the results of the survey show that the provision of competition 
advice by the OFT Competition Advocacy team is an important activity 
and has a significant impact. The competition advice provided by the 
OFT is judged to be of high quality by the large majority of officials 
having received such advice (see paragraph 4.18) 

4.47 A majority of advice recipients noted that the advice provided a 
perspective on competition which had not been considered previously 
and raised their awareness of competition issues more generally 
(paragraphs 4.22 and 4.23). 

                                      

22 This interpretation is supported by the fact that nearly all respondents reported that they 
would seek the OFT’s competition advice should relevant issues arise in the future. 
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4.48 More importantly, such advice not only influenced the advice recipient 
but also the policy teams and senior officials and Ministers (paragraphs 
4.24 and 4.25). 

4.49 As a result, the advice provided by the OFT resulted in almost half of the 
43 cases in important or very important changes in the policy approach 
and in nearly a quarter of the cases in important or very important 
changes to the policy objectives (paragraphs 4.26 and 4.27). A more 
detailed analysis of the survey results shows that the influence on 
policy-makers and impact on the proposed policy are greater when the 
advice is provided early in the policy development process. 

4.50 In the survey, the advice had an impact on the policy approach in 16 of 
24 cases (67 per cent) when it was provided early in the policy 
development process but only in nine of 21 cases (43 per cent) where it 
was provided later (paragraph 4.31). 

4.51 Moreover, the survey results illustrate the value of using a variety of 
communication channels in providing advice and the important role of 
informal advice in influencing policy-makers and policy development, 
with 12 out of 18 cases of informal advice resulting in very important or 
important changes to the policy approach while less than 50 per cent of 
the other types of competition advice had such an effect (paragraph 
4.33). 
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5 EXAMPLE 1: ENTRY REGULATIONS IN THE WILL-WRITING 
MARKET 

The issue 

5.1 The Department for Constitutional Affairs (DCA), now part of the Ministry 
of Justice (MOJ), was interested in solving problems in the following 
areas: 

• poorly drafted wills being provided by some will writers with little or 
no qualifications; 

• misleading and high pressure (e.g. home visits) selling practices, 
especially to vulnerable consumers; 

• no indemnity insurance or redress procedures; and 

• potential difficulties in tracing wills when a will writing business 
ceased trading. 

5.2 In an attempt to solve these problems and improve the quality of the 
services provided by will writers, the DCA proposed the introduction of a 
licensing regulation.23  

5.3 Will writing services are best categorised as ‘experience goods’. As with 
other experience goods, it is not possible for the consumer to evaluate the 
quality of the service provided prior to the purchase and it may be some 
time after the purchase that the consumer discovers issues with quality.  

5.4 By introducing a licensing scheme, the DCA hoped to improve the quality 
of wills written by will writers24 and hence reduce information problems 
for consumers in the market.25  

                                      

23 All these problems can be classified as quality problems when we use a broad definition of 
quality, which includes the quality of the text written in the will, the advice given, consumer 
service, information provided, and after sales care. We apply this broad definition of quality (in 
line with that used by Office of Fair Trading (2009a)) throughout the case study. 
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5.5 However, a licensing scheme would also increase barriers to entry; both 
directly by effectively introducing a limit on the number of will writers and 
indirectly by imposing occupational licensing costs (training costs, fees, 
etc.) on will writers.26 Only 7 per cent of all wills are written by will 
writers.27 The vast majority are written by solicitors and a small minority 
by other providers. Therefore it is considered that the impact of the 
Advocacy Intervention (discussed later), directly affects only 7 per cent of 
the market.  

5.6 It is assumed that will writers serve a segment of the market that has a 
preference for not using a solicitor. This may be, for example, due to cost 
or because the types of clients that choose a will writer and those that 
choose a solicitor are intrinsically distinct (complexity and magnitude of 
the estate may be important considerations here). As such, for the 
purpose of this assessment, we assume that the impact of the advocacy 
intervention to be significant only in relation to the will writers market 
segment. It is conceivable, however, that some spill over effects may be 
present and that, for example, preventing a price increase in the will 
writers segment may have a positive impact on pricing in some other 
parts of the market.  

5.7 Any regulation limiting the number of will writers would result in rent-
creating barriers28 to entry. Such barriers reduce competition by giving 

                                                                                                                   

24 It should be noted that wills can be written by will writers or by other providers, such as 
solicitors. Solicitors are regulated by the Law Society.   

25 There are a number of reasons why regulation of professional services may be desirable. See 
for instance the discussion in Van den Bergh (2008a). 

26 Department for Education and Skills (2003) discusses the different types of costs associated 
with occupational licensing in greater detail.  

27 Ministry of Justice (2010) page 32.   

28 The distinction between rent-creating and cost-creating barriers is also used in a report 
prepared by Copenhagen Economics for the Danish Law Society (2006). 
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licensed will writers market power to charge a price premium (i.e. set 
prices above the competitive price level). At the same time consumer 
choice, within the segment of wills written by will writers, would be 
limited.  

5.8 In addition, if any licensing costs are associated with the licensing 
scheme, these would be expected to give rise to cost-creating barriers to 
entry. Such barriers arise when all licensed firms see their costs rise in 
order to meet the requirements of the licensing scheme. Licensing costs 
would also tend to accentuate the increase in prices because these costs 
could be carried forward to consumers.  

5.9 Therefore, a licensing regulation aimed at improving the quality of the 
wills provided would have resulted in higher prices, a reduction in 
consumer choice (particularly in terms of the range of quality available) 
and a reduction in the number of wills-written (as wills become less 
affordable).29  

OFT intervention 

5.10 OFT’s competition advocacy advice sought that any proposals considered 
the impact of additional regulation on consumers (including quality, price 
and choice). The OFT successfully argued against the proposed form of 
regulation, suggesting there was a lack of evidence to justify these 
specific regulatory proposals.  Furthermore, OFT’s advice highlighted the 
potential detrimental effects on competition. 

5.11 The OFT advocated, as alternatives to the regulatory proposals, the use 
of tools, such as a consumer code, consumer education campaigns and of 
existing consumer protection law enforcement.  

                                      

29 The fact that occupational licensing may reduce affordability and access to will writing 
services has been discussed by for instance Carroll and Gaston (1983) who argue that 
occupational licensing increases the average quality of services provided but not necessarily the 
average quality of services received because fewer consumers can afford the service. 

OFT866 | 41



  

  

  

 

 

5.12 The OFT advocacy advice was given during 2005 through regular 
meetings, seminars and e-mail exchanges between the Advocacy Team 
and officials at the DCA.  

5.13 After consulting the Competition Advocacy Team, the DCA abandoned 
their previous plans of restricting entry into will writing professional 
services and instead encouraged the industry to adopt a consumer code 
of practice and apply for approval under the OFT Consumer Codes 
Approval Scheme (CCAS).  

5.14 There are four professional bodies with whom those writing wills may 
register: Society of Trust and Estate Practitioners, Institute of Professional 
Will writers (IPW), Law Society and Society of Will writers. Of these, only 
IPW is in the process of obtaining OFT Code approval. Solicitors, who are 
members of the Law Society, are already regulated and we assume that 
they would not have been directly affected by the proposals.30  

5.15 The IPW has approximately 250 full members accounting for about 50 per 
cent of all wills being written by will writers.31 The IPW applied for 
approval in August 2007 and successfully completed stage 1 of CCAS in 
May 2008. This implies that the IPW has satisfied the OFT that its code 
of practice promotes consumer interests beyond the minimum 
requirements of consumer law.32  

                                      

30 Although there might be some substitution between the will writing services provided by will 
writers and those of solicitors, this effect will be considered (for the purposes of our estimates) 
to be negligible – see later for further detail.  

31 OFT (2008a). 

32 Key features of IPW's code are the requirement to members to pass an entrance exam and 
engage in ongoing training, to provide consumers with a minimum seven-day cooling off period, 
to complete work within strict timeframes, agreed with the client, to protect consumer 
prepayments and deposits in the event that a member is unable to provide the promised service. 
A low cost, independent redress scheme is also available. See OFT (2008a). 
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5.16 IPW members are currently already expected to fully adhere to the code. 
However, final approval by the OFT is pending on demonstration that the 
code works in practice and is effective in promoting consumer interests.33 
IPW administers the code and monitors compliance of its members. The 
code is publicly available on the IPW website.34 

 Effectiveness of OFT intervention 

5.17 From our discussions with DCA (now MOJ) we understand that the DCA 
consulted formally with a range of stakeholders when considering 
whether to introduce licensing regulation. Among those consulted were 
industry representatives, consumer representatives and the OFT 
Competition Advocacy Team. Industry representatives supported the 
licensing proposals being considered by policy officials. But the arguments 
put forward by the OFT received the support of the consumer 
representatives and the proposed regulation was eventually dropped.    

5.18 We therefore consider that the advocacy intervention is responsible for 
the (full) impact arising from the non implementation of the regulation as 
it played a pivotal role in preventing the proposals. 

Counterfactual 

5.19 The counterfactual, in this case, is what would have happened without 
advocacy intervention. If there had been no competition advocacy in this 
case, it is likely that the DCA would have implemented the licensing 
proposals. This is taken as our counterfactual.  

                                      

33 To do so, the IPW will undertake comprehensive monitoring procedures including compliance 
visits and consumer satisfaction surveys. Only codes that demonstrate that they are effective in 
promoting consumer interests are entitled to display the OFT Approved Code logo. 

34 http://www.ipw.org.uk/professional/code.php 
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Outcome 

5.20 Of the three main components of the advocacy advice in this case (a 
consumer code, consumer education campaigns and use of consumer 
protection regulations), we will focus on the implementation of a 
consumer code for the purpose of our estimation of impacts. This is, at 
this stage, the element of the recommendations more susceptible to 
estimation and one that is currently in the process of being implemented. 

5.21 The purpose of a consumer code is to raise standards of service in a way 
that is voluntary for service providers and to signal quality to consumers.  

5.22 Membership of IPW is a way for suppliers to demonstrate to potential 
consumers that the quality of their will writing services meets certain 
minimum requirements which are set out in the code. Non-members do 
not have the same possibility to demonstrate that their services meet 
certain minimum standards. Therefore, membership of IPW can be a 
signalling device.  

5.23 This may alleviate problems of asymmetric information in the market and 
allow consumers to identify a group of will writers fulfilling certain quality 
requirements. If consumer behaviour changes because consumers are able 
to identify and select high quality will writers, then competitive pressures 
may force low quality will writers either to improve quality or to leave the 
market. However, some consumers may still prefer low quality will writers 
(presumably at a correspondingly lower price) – the range of options 
available can be considered as beneficial effect of consumer codes in 
comparison to regulation. 

5.24 For membership of the consumer code to be a good signal of quality, 
adherence with the consumer code must be less costly for high quality 
will writers than for low quality ones.  We suggest that membership of 
and adherence with a consumer code has some associated costs but that 
most of these are already spent by members before OFT approval is 
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achieved.35 In other words, the cost can be interpreted as the cost to 
provide high quality of service. Membership of a consumer code would 
therefore appear to be a good signal of quality as high quality service 
providers can self-select at quite low additional cost into the OFT 
approved scheme.  

5.25 For the consumer code to be valuable as a signalling tool, consumers 
must recognise membership of the consumer code as a signal of quality. 
They also must be aware of the codes existence, and be able recognise 
the OFT CCAS logo and interpret it as representing quality.  To the extent 
that this is the case, businesses who are members of the code may derive 
a competitive advantage from membership.  

5.26 Implementation of codes of practice may potentially lead, in some cases, 
to some unintended anti-competitive effects, for instance if the benefits 
derived from the code can only accessed by incumbent / larger firms.  
However, in the case of IPW, the requirements of the code seem to 
require very little ‘fixed cost’ expenditure on the part of adherents so this 
type of code is not expected to disadvantage small companies.  

5.27 In addition, in some cases, introduction of self-regulatory codes of 
practice may facilitate cooperation among a group of companies in the 
industry and thus have unintended anti-competitive effects.36 These 
concerns are greatest, among other, where the self-regulation has 
asymmetric impacts across businesses, results in too high quality 
standards, and limits innovation, choice of services and choice of quality 
levels.37 In this case, we may expect asymmetric impacts (positive for 
those offering high quality and negative for those offering low quality) 
although these may not necessarily be negative for competition. The code 
is unlikely to have a negative impact on any aspect of consumer choice 

                                      

35 OFT (2006b). 

36 OFT (2009a). 

37 OFT (2009a) pages 48 and 49.  
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given its voluntary nature and the fact that, for now, only about half of all 
will writers will meet its requirements.    

5.28 Concerns over negative effects on competition are less where the market 
is open and competitive and where, for example, self-regulation involves 
only a small proportion of businesses on a given market.38 Thus, in the 
will writers' case, the consumer code does not appear to have the 
characteristics that would make anti-competitive effects likely.  

 

Estimated benefit  

5.29 As already discussed, the implementation of DCA’s proposed regulation 
might have led to price increases. By not implementing a licensing regime, 
the OFT advice prevented this potential price increase as well as any 
other anti-competitive effects.  

5.30 Although it might be argued that the increase in costs to members of the 
code might impact prices, given its marginal magnitude (see above) and 
the small numbers of wills affected, we assume that the overall impact on 
prices is negligible.  

5.31 If the quality improvements are valued by consumers, they will be 
expected to choose these higher quality will writers. If not, consumers 
have the option to obtain their will writing services elsewhere. In addition 
to the anticipated price increases, DCA’s proposed regulation would have 
restricted choice and potentially priced some consumers out of the 
market39. 

                                      

38 OFT (2009a) page 52. 

39 See footnote 29 above. 
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5.32 Evidence on the effects of licensing on prices supports the hypothesis 
that prices increase when licensing is introduced.40 Recent international 
empirical studies across different sectors suggest that the price effect of 
occupational licensing is 12 per cent or higher (see table 4.2).  

Table 4.2: Price effect of occupational licensing 

Study Sector Size of effect (average) 

Stephen, Love and Paterson 
(1994) 

Conveyancing services (UK) 17%-31% 

Kleiner and Kudrle (2000) Dentists (US) 12% 

Federal Trade Commission  
(2002) 

Opticians (US) 19% 

European Commission (2004)  Conveyancing services 
(Australia) 

12% 

Kleiner and Krueger (2008) Multi sector (US) 15% 

Source: London Economics 

5.33 For will writing services the conclusions of empirical studies analysing 
licensing in legal services may be particularly applicable.  

5.34 A review of the effect of abolishment of solicitors’ exclusive right to offer 
conveyancing services in England and Wales found that solicitors’ fees did 
not decrease as a result of entry by conveyancers.41 This may be because 
the two types of providers are perceived as sufficiently separate market 

                                      

40 See, for example, Kleiner (2003) for a comprehensive review of the effects of occupational 
licensing see, for instance. 

41 Stephen, Love and Paterson (1994).  
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segments for no or very little price transmission to take place between 
them.42  

5.35 In Australia, the removal of lawyers’ exclusive right to provide 
conveyancing services and barristers’ exclusive right to appear in court 
cases contributed to an estimated 12 per cent decrease in overall legal 
costs in each of the two markets.43  

5.36 These results, taken together, seem to suggest that there is a high scope 
for price increases when barriers to entry are introduced and that 
competition pressures exerted by separate market segments may be very 
low.  

5.37 We thus assume that a value of 12 per cent is a potentially conservative 
estimate of the price increase resulting from entry restrictions that would 
have arisen as a result of the regulation and assume it to be the price 
increase on will writers’ services that might have been avoided as a result 
of the advocacy intervention. 

5.38 It is important to note that we assume that the 12 per cent price increase 
affects only the segment of the will market served by will writers (that 
would have been directly affected by the licensing arrangement).44 

5.39 According OFT figures, the percentage of adults with wills is 47 per 
cent.45 If we assume that this percentage holds constant, each year, 47 
per cent of what we will term ‘new adults’ (defined as the number of 
people that enter the adult population group in a given year, and 

                                      

42 In economic terms, we assume the cross-price elasticity between the two segments to be 
zero or close to zero.  

43 European Commission (2004). 

44 As mentioned above, in the absence of specific analysis, we base our assumption on a 
conservative estimate, informed by the studies referred to in Table 4.2. 

45 February 2010 survey of 2,000 UK adults commissioned by the OFT from GfK. 
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estimated, according to ONS data, to be some 700,000) shall purchase a 
will.  

5.40 If 7 percent of the new wills are written by will writers, this corresponds 
to just over 23,000 new wills per year that would have been affected by 
the proposed regulation. Assuming an average will price of £112.546 and 
a price increase from regulation of 12 per cent, we estimate that the 
licensing proposals would have resulted in a yearly loss for consumers in 
the region of £311,000.  

5.41 As such, based on the assumptions described above, £311,000 is 
estimated yearly loss to consumers in the will writing market that could 
have resulted from having professional licensing regulations. 

5.42 This estimated benefit provides an illustration of the impact of the 
advocacy intervention considered in the present example. In order to be 
able to compute such an estimate, a number of assumptions had to be 
made and, it is important to note, that the estimated benefit figure 
reported above is sensitive to these assumptions. For example, if the price 
impact of the regulation is assumed to be 6 per cent (i.e. 50 per cent 
lower than the 12-per-cent increase assumed above), then the annual 
benefit of not implementing the regulation is only £156,000. 

 

Discussion of other benefits 

Quality effects 

5.43 Consumers of will writing services may place more weight on quality than 
price and several empirical studies have suggested that consumers are not 
very sensitive to price when acquiring legal services. This seems to 
highlight the relevance of quality considerations. 

                                      

46 National Consumer Council (2007) reports will prices in the order of £75-150.  
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5.44 In the UK, two separate consumer surveys of will writing services have 
indicated that although a high percentage of adults in England and Wales 
do not have a will, this is very rarely because they find it too expensive. 
Only about 2 per cent of respondents say that price is an important 
consideration in either study.47,48  

5.45 However, it is not clear what the expected impact on quality from DCA’s 
suggested regulation would have been.49  Similarly, there is uncertainty in 
relation to the likely impact of the full implementation of the consumer 
code on quality although the level of uncertainty might be more 
pronounced. Under the code, not all providers may be encouraged to 
improve quality in the short term. However, the code may lead to quality 
improvements in the long term if it operates effectively and if the quality 
improvements are valued by consumers. 

5.46 Therefore, although we note that quality is an important factor in this 
market and that there might be an impact arising from the advocacy 
intervention, this remains (in the absence of further evidence) 
unquantifiable for the purposes of this discussion. 

Quantity effects 

5.47 Another effect to consider is the so-called 'quantity effect’ avoided. Some 
consumers might have been 'priced out’ of the market when prices went 
up. However, given that price is not one of the main factors explaining 
why people do not have a will, we believe we can disregard this effect in 
the present case. 

                                      

47 National Consumer council (2007). 

48 February 2010 survey of 2,000 UK adults commissioned by the OFT from GfK. 

49 In a 1990 report by the US Federal Trade Commission assessing a range of empirical studies 
on licensing restrictions, it is reported that a majority of these studies found quality to be 
unaffected by licensing or business practice restrictions. See Cox and Foster (1990) p. 26-27. 
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Choice  

5.48 Licensing regulations would have been expected to lead to a reduction in 
choice by removing services of low quality and, presumably, low cost 
from the market. In fact, it can be argued that occupational licensing 
tends to benefit consumer segments that value high quality.50  

5.49 By avoiding the licensing regulation, the OFT may have enabled greater 
product variety thus allowing consumers to choose their preferred level of 
quality. However, this needs to be weighted against the effectiveness of 
the code in signalling quality and the scope for consumers to distinguish 
between high quality and low quality providers. We note the relevance of 
the issue but do not attempt, for the purposes of this exercise, to 
quantify it. 

Conclusion 

5.50 There are a number of reasons why regulation of professional services, 
and will writing in particular, may in general be desirable. For example, 
the prevalence of asymmetric information, where consumers have limited 
information pre-purchase to judge the quality of the service provider and 
often the time taken to discover quality, can, in this market, be longer 
than the purchaser’s lifetime. In addition, there is limited scope for repeat 
purchase, limiting opportunities for consumers to learn over time.  

5.51 However, any benefits from regulation need to be assessed, on the basis 
of the available evidence, against the potential impact on competition. In 
its engagement with DCA, the OFT competition advocacy team 
highlighted, at the time, the insufficient evidence to justify intervention, 
and the potential impact on competition and consumers. Instead, the 
Advocacy Team encouraged the DCA to pursue alternative policies that 
could enhance quality and signalling for consumers without jeopardising 
competition, such as the development of a consumer code.  

                                      

50 As shown by, for example, Shapiro (1986). 
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5.52 Given the difficulties associated with assigning a value to the increased 
choice and the quality impact of the consumer code with respect to a 
counterfactual of licensing requirements, we estimate that based on the 
assumptions underpinning the estimation of the benefits of the advocacy 
intervention, the latter may be in the region of £300,000 per year. This 
estimate is, however, sensitive to a number of assumptions, including 
the uptake and effectiveness of consumer codes and the relevance of 
choice and preference in consumer decisions. Therefore, it should be 
viewed more as an illustration of the potential impact of the advocacy 
intervention and of the challenges faced when undertaking an evaluation 
of this type. 
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6 EXAMPLE 2: PHASING OUT OF ENERGY INEFFICIENT LIGHT 
BULBS 

The issue 

6.1 Throughout 2007 and 2008, Defra worked on mandatory regulations 
and voluntary industry agreements to improve the energy efficiency of 
many household and business appliances such as white goods, 
audiovisual equipment, IT equipment and light bulbs.51  

6.2 Although aiming to deliver environmental benefits, these initiatives have, 
depending on how they are implemented and the specific market 
context, the potential to negatively impact competition.52  

6.3 This example focuses on a voluntary agreement supported by HMT and 
led by British retailers, whereby producers of light bulbs and retailers 
would agree, on the basis of voluntary arrangements, not to sell 
particular types of light-bulbs which were energy-inefficient. Defra 
hosted the meetings among manufacturers and retailers that led to this 
agreement. This type of voluntary arrangement might raise competition 
concerns, including a potential increase in the likelihood of co-ordinated 
behaviour.  

OFT Intervention 

6.4 The OFT Advocacy Team advised Defra on ways in which voluntary 
agreements could be used to achieve the environmental policy objectives 

                                      

51 More widely, voluntary agreements of a similar nature are being put forward in other sectors – 
for example, for health & safety equipment, the salt/fat contents of foods and other areas with 
consumption externalities. 

52 This example does not discuss the many potential benefits of environmental product standards 
agreements. These include large savings to consumers in the form of reduced energy bills, 
reduced CO2 emissions and other beneficial environmental impacts. Voluntary policy 
interventions of this type have the additional benefit of being more flexible than formal 
regulation. 
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in question while minimising any potential negative impact on 
competition. 

6.5 Informal advice was provided directly to Defra officials, mostly on a one-
to-one basis in face-to-face meetings and via email. This advice was on-
going throughout the process of agreeing on the voluntary standards. 
The advocacy intervention was followed by a published OFT report 
analysing the potential competition impacts of environmental standards 
regulation.53  

6.6 The objective of the intervention was thus to ensure that the 
negotiations about product standards did not lead to co-ordinated 
behaviour by manufacturers and retailers that might have decreased 
competition in the market.  

6.7 Preventing co-ordination would result in a more competitive market and 
lower prices than would otherwise have been the case.   

Effectiveness of OFT intervention 

6.8 The Defra policy officials interviewed considered the intervention of the 
Advocacy Team to have been extremely effective and made them aware 
of a number of potential competition issues related to the brokering of 
agreements among competitors.   

6.9 In particular, the Advocacy Team intervention advised on how to handle 
the process of brokering an agreement among sellers and producers in a 
way that would not breach competition law and did not compromise 
competition. Policy officials felt much more informed about potential 
competition impacts as a result, and the advice had a clear impact on 
the way the meetings were handled. 54  

                                      

53 OFT (2008c). 

54 For example, at the start of the meetings, there were always statements about the importance 
of not breaching competition rules and competition lawyers would generally be present. The 
intervention helped those driving the policies and discussions understand the requirements of 
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Counterfactual 

6.10 Without advocacy guidance from the OFT, it is conceivable that such 
meetings and agreements among competitors could have had a negative 
impact on competition. 

6.11 The introduction of the standards and the meetings among 
manufacturers and retailers might have had the potential to enable 
competitors to enter into price fixing and market sharing agreements. 
This could be, for example, agreements as to which varieties of products 
to remove from the market, when to do so, and how to price the 
different types of products that were being developed and introduced to 
substitute the old light bulbs. There was a risk that competitors could, 
for example, agree to raise the price of products ostensibly under the 
auspices of the authorities and under the guise of an environmental 
friendly move. 

6.12 The OFT advice was aimed at guiding policy makers to ensure that their 
desired environmental objective (in this case, the introducing of higher 
environmental product standards) was achieved in a way that minimised 
the potential for the process to have a negative impact on competition. 
Our assessment of this intervention focuses on the extent to which this 
was achieved. The counterfactual, therefore, considers the potential 
impact on market prices had the process had an anti-competitive impact. 
While this particular case study involves the light bulbs market, the 
approach may be relevant also to other sectors where (environmental) 
product standards are important and where they have been introduced or 
will be introduced in the future.  

                                                                                                                   

competition legislation. Articles 81(1) and 81(3) (now Articles 101(1) and 101(3) of the Lisbon 
Treaty) were explained in this context to help policy officials understand how they apply to the 
policies being considered. Policy was developed with all these inputs in mind. The advice 
affected the process, particularly the way meetings were organised and handled.  
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Estimated benefit from Advocacy Intervention 

6.13 In this section we estimate the benefit for consumers of the advocacy 
intervention when compared to the situation expected to have prevailed 
in the counterfactual. 

6.14 Our analysis considers the increase in the probability of co-ordinated 
behaviour that might have resulted from this voluntary agreement on 
product standards and how the advocacy intervention reduced this 
increased probability.   

6.15 On the basis of market characteristics, the light bulb market does seem 
to be characterised by relatively low probability of co-ordinated 
behaviour.55   

6.16 In the following paragraphs we discuss the possible impacts of the 
voluntary environmental standards agreements on the probability of co-
ordinated behaviour.  

6.17 First, we note that the incentives (potential rewards) for collusion may 
be increased by the expansion in the light bulbs market. The total value 
of light bulb transactions will increase relative to a situation where 
consumers could keep buying the cheaper types that they currently buy. 
This is a result of phasing out of the preferred product, implying that all 
consumers will ultimately have to buy one of the new products, and the 

                                      

55 Among the factors affecting the probability of co-ordinated behaviour are a smaller number of 
firms, higher entry barriers facilitate collusion, excess capacity and stocks, demand stability, 
homogeneous products and costs, frequency of interaction and market transparency (See OFT 
(2005a) chapter 3). However, light bulbs are a commoditised good with many producers 
throughout the world and relatively low barriers to entry. Therefore, the probability of co-
ordinated behaviour in the traditional light bulb market segment is low. The same study 
estimates the probability of the ‘manufacture of lighting equipment and electric lamps’ sector to 
engage in such co-ordinated behaviour as 0.08, while the that the same study assigns a 
probability of more than 0.3 for the top 30 industries with the highest probability of co-ordinated 
behaviour. 
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significantly higher price of the new products compared to incandescent 
light bulbs.  

6.18 The process of agreeing voluntary standards can provide the opportunity 
for or facilitate agreements leading to co-ordinated behaviour. By 
agreeing to cease producing certain types of products, firms can co-
ordinate on dropping the less profitable products (with lower margins but 
probably as well lower prices). The agreements may also entail the 
sharing of commercially sensitive information and this can be a further 
means to co-ordinate behaviour.56 

6.19 A switch from cheap and easy to manufacture lamps to more expensive 
and more technologically advanced products implies higher fixed costs 
for producers. Higher fixed costs and more advanced technologies 
generally imply higher barriers to entry, potentially leading to a lower 
number of competitors. The new products could thus, in principle, allow 
for higher margins. 

6.20 The more technologically advanced and the more expensive the product, 
the less likely consumers may be to choose lesser known brands. This 
amplifies the effect on entry highlighted above – potential entrants face 
not only higher costs but also difficulties in taking demand away from 
more established players.  

6.21 Given that the preferred alternative is removed from the market, the 
pressure on Compact Fluorescent Lamps (CFLs, more energy efficient 
light bulbs) manufacturers to bring their products closer to consumer 
preferences is reduced. Manufacturers may even have an additional 
(perverse) incentive to make limited improvements on CFLs in 
expectation of the introduction of the even more energy-efficient Light-

                                      

56 See OFT (2008c) pages 72 and 73. The report notes in particular that agreements can allow 
firms to: ‘share information on demand, costs and production processes; monitor other firms' 
behaviour on an ongoing basis in relation to production volumes of different products; may allow 
firms to signal pricing behaviour; provide opportunities to co-ordinate output decisions over and 
above those relating to the environmental targets; and set standards such that barriers to entry 
to the industry are raised unnecessarily.’ 
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Editing Diode (LED) lamps in a few years time. As this newer technology 
develops and penetrates the market place, consumers may replace CFLs 
with LEDs, further increasing sales for lighting manufacturers. 

6.22 All these factors may increase the incentives and the ability for 
manufacturers and sellers to reduce competition in this market.  

6.23 In the absence of any evidence on how much the risk of co-ordinated 
behaviour would have increased as a result of the process and in the 
absence of OFT intervention, our estimates rely on assumptions. We 
assume that the probability of co-ordinated behaviour would have 
increased, in the absence of the OFT intervention, by one-quarter, i.e. 
assuming that the probability of the sector to engage in co-ordinated 
behaviour was 0.08, that would have been increased by 0.02 (see 
footnote 55). Under the conservative assumption that markets 
characterised by coordinated behaviour experience a 15 per cent price 
increase ,57 we estimate the savings in the light bulb market to be in the 
0.3 percent region.  

6.24 To estimate this impact, we use data on the total value of transactions 
in this market. Light bulb sales in 2007 were estimated at around £385 
million.58 This leads to yearly estimated savings of £1.16 million. In 
addition, we consider an average duration of co-ordinated behaviour of 
six years59, yielding total savings of some £7 million.  

6.25 Obviously, this estimate is highly sensitive to the assumptions 
underpinning the analysis. A bigger reduction in the probability of co-
ordinated behaviour of, for example, 4 percentage points instead of the 
2 percentage points assumed above, would have doubled the estimated 
savings.    

                                      

57 This is in accordance with the recommendations by Professor Steve Davies in OFT (2010) 
page 40. 

58 Source: AMA Research (2008). 

59 OFT (2009c) page 37. 
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Discussion of other benefits  

6.26 Following this advocacy intervention, the OFT published a report on the 
possible competition issues raised by environmental standards 
agreements and environmental standards regulations.60 The OFT report 
not only helped structure the views that the OFT was attempting to put 
forward at the time of the light bulbs case but also is likely to provide a 
basis of analysis to support future advocacy efforts by identifying five 
key ways in which (different types of) product standards may give rise 
to competition concerns: 

• by having asymmetric cost impacts 

• by amounting to policymakers picking winners 

• by encouraging co-ordinated effects (associated with voluntary 
agreements) 

• by having asymmetric product impacts, and 

• by facilitating exclusionary behaviour. 

6.27 As such, it can be argued that light bulbs, as the first intervention in the 
area of product standards, has helped the OFT in building a body of 
expertise that can be applied to a myriad of other environmental 
products as well as in responding to proposed interventions in the area 
of product standards in general and product energy efficiency in 
particular.  

Conclusion 

6.28 The process of introduction of environmental standards in the light bulb 
market might have had a negative impact on competition. 

                                      

60 OFT (2008c). 
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6.29 The advocacy intervention took the form of advice to Defra officials, 
backed by a report highlighting possible pitfalls of environmental 
standards regulation. The advice focused particularly on avoiding that 
the process of reaching a voluntary agreement could result in anti-
competitive coordinated behaviour.  

6.30 Our estimates are based on a number of assumptions, including the 
avoided increase in the probability of coordinated behaviour, the price 
increase resulting from this potential co-ordination, and the length of any 
agreement.  When applied to the UK light bulbs markets, these 
assumptions result in an estimated impact of some £7 million. However, 
this figure is very sensitive to the underlying assumptions. For example, 
if we assume that the avoided increase in the probability of co-ordinated 
behaviour is double, the estimated savings are twice those mentioned 
above.  

6.31 It is important to note that the advocacy intervention had much broader, 
and possibly more important, benefits as it lead to the subsequent OFT 
report on environmental standards61 which provides general information 
and guidance on the interplay between environmental standards and 
competition policy.  

                                      

61 OFT (2008c). 
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7 EXAMPLE 3: GUIDANCE ON WASTE MANAGEMENT 
PROCUREMENT  

The issue 

7.1 Local Authorities contracting waste management services may 
potentially impact competition in the sector through their procurement 
practices. Procurement practices may have a negative impact on 
competition in the market if, for example, they restrict participation in 
public tenders or discriminate against certain types of suppliers. 
Procurement practices could also potentially enhance competition in the 
market, for example, by specifying that services must be sourced from a 
range of different suppliers or by providing measures for firms to 
overcome potential entry barriers. 62  

7.2 If public authorities are not aware of their potential impact on 
competition, procurement practices adopted by authorities may fail to 
contribute towards a more competitive environment. If procurement 
design fails to promote competition, Local Authorities will face higher 
costs of waste collection and/or reduced performance in terms of 
environmental objectives, generating a loss for consumers (financially as 
they ultimately pay for the cost of waste management and also through 
poor environmental outcomes).  

7.3 In the context of waste management, a potentially important dimension 
in competition is innovation. Inadequate competition could lead to 
suboptimal innovation which may result, again, in a combination of 
higher waste management costs in the future and poorer performance in 
terms of environmental targets such as, for example, the landfill 
reduction targets for biodegradable municipal waste (BMW).  

7.4 The Office of Government Commerce (OGC) and Defra are responsible 
for the conditions under which public sector procurement of services in 

                                      

62 See, for instance, OFT (2004). 
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the municipal waste sector is undertaken. The municipal waste sector 
includes collection, treatment, and disposal of ‘waste from households, 
as well as waste, which because of its nature and composition, is similar 
to waste from households’.63  

7.5 The OFT worked with the OGC and provided advice to Defra on how to 
improve its procurement guidelines in the waste management sector. 
The OFT study and the recommendations which resulted from the study 
formed part of the OGC’s Second Kelly Market project. The aim of this 
project was to improve strategic procurement in waste management.64 
The recommendations of the OFT and Second Kelly Market project fed 
into Defra’s Waste Infrastructure Delivery Programme (WIDP), that 
brings together resources from Defra and Local Partnerships65 to help 
Local Authorities invest in residual waste treatment capacity. The WIDP 
provides Local Authorities with financial help through Private Finance 
Initiative (PFI) credits, and guidance and support to Local Authorities 
procurement projects - both PFI and non-PFI. 

7.6 The OFT's advice to Defra on the new procurement guidelines for waste 
management services highlighted how increased competition could 
contribute to reducing waste for landfill sites, and help Local 
Government meet its landfill targets and achieve lower prices in the 
provision of waste management services, and how this could be 
achieved. The aim was to inform Local Authorities on how procurement 
processes could be handled in a way as to maximise competition.  

7.7 We note that competition in waste management may also be limited 
because of the different objectives and incentives of Local Authorities 
when compared with private bodies. For instance, procurement design 

                                      

63 Definition of municipal waste according to the Landfill Directive. 

64 These are in line with the objectives of the wider Kelly programme - to increase competition 
and long-term planning in markets with significant public sector purchasing power. 

65 Local Partnerships is a joint venture between the Local Government Association and 
Partnerships UK, incorporating 4ps (see para 7.11) 
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may be more focused on reducing risk or ensuring a stable supply of 
public services and less on profit maximisation or exerting buyer 
power.66  

OFT intervention 

7.8 The OFT worked closely with the OGC and Defra to examine the effects 
of public procurement on competition and capacity in the municipal 
waste sector. The OFT particularly focused on how the use of landfill to 
dispose of municipal waste in England could be reduced through the 
development of more competitive markets.  

7.9 ‘More Competition, Less Waste’ was published by the OFT in 2006, 
making recommendations to central and local Government for 
encouraging more competition in municipal waste collection and 
treatment services. The recommendations included: 

• Local Authorities should set contracts of a sufficient length to allow 
suppliers a reasonable return on their investment, but in general no 
longer than five years. 

• Local Authorities should avoid setting selection criteria that require 
suppliers to have previous experience in the municipal waste 
collection sector. This should, in turn, encourage more bids. 

• When including in-house providers in an invitation to tender, local 
authorities should take care to ensure competition on a level playing 
field so that private suppliers are not discouraged from bidding. 

• Local Authorities should tender separately for municipal waste 
treatment contracts and landfill contracts. Priority should be given to 
finding mechanisms to deliver bids from a number of suppliers, both 
within and outside the region which mitigate the risk of regional 
monopolies. 

                                      

66 See, for instance, OFT (2004). 
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• Local Authorities should guard against the risk of collusion. For 
example, information relating to waste management contracts in the 
pipeline may encourage bidding, but care needs to be taken to avoid 
giving suppliers the ability to collude and share out contracts. 

Effectiveness of the intervention 

7.10 The effectiveness of the OFT’s advice is linked to the extent to which 
the recommendations were successful in improving procurement 
guidelines provided by Defra and, ultimately, in enhancing competition. A 
change in public sector procurement design, at the level of the Local 
Authorities that implement the OFT’s recommendations, would be 
expected to have a direct impact on competition in the sector.  

7.11 However, even in the absence of the OFT intervention, procurement 
design would still have had to comply with EU and UK rules on public 
procurement. Guidance for Local Authorities on the matter had also been 
published before the intervention by 4ps, a government body providing 
advice, guidance and skills development to local authorities on 
procurement issues (including Waste Management).  

7.12 4ps published, in 2005, a ‘Guidance for Local Authority Waste 
Management Officers’, representing the guidance on procurement design 
in the sector before the intervention.67  

7.13 The table below summarises the recommendations provided by the OFT 
as part of the competition advocacy given to Defra as well as the 
alignment of the prior (4ps') guidance with these recommendations.  

7.14 Like the OFT, 4ps’ guidance emphasises the importance of ensuring 
access to sites and planning permission for new facilities. However, and 
differently to the OFT, 4ps' guidance highlights the advantages of 
contract aggregation for waste collection and treatment and suggests 
that procurement should not necessarily be open if there is little ‘market 

                                      

67 See 4ps (2005). 
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appetite’ for the contract. Bidders who have geographical, technical or 
strategic interest in the contract should be invited along with new 
bidders who have expressed an interest. The OFT, however, 
recommends that procurement process should be open and not restricted 
to only invited or prequalified tenders. 

Table 7.1: Procurement guidelines 

Waste collection 
OFT 

(2006) 
4ps 

(2005) 

Reduce contract length but ensure long enough for investments to 
pay of 

X  

Open procurement X  

Selection criteria  not dependent on size or experience X  

Arrange access to sites and planning permission X  

Limit aggregation and bundling X  

Fair competition with in-house bidders X   

Reduce risks of collusion X   

Waste treatment 
OFT 

(2006) 
4ps 

(2005) 
Arrange access to sites and planning permission X  

Limit aggregation and bundling X  

Fair competition with in-house bidders X   

Reduce risks of collusion X   

Be open to consortia bids from other sectors X  

Encourage bids from outside region X  

Consider whether inputs or outputs should be specified in contracts X  

Consider building new facilities X  

Undertake independent monitoring X   

Notes: OFT = OFT recommendations for waste management. 4ps represents guidelines from 
before the intervention. Red shading indicates that guideline includes recommendations not 
aligned with the OFT recommendations. Green shading indicates that guideline includes 
recommendations in line with OFT recommendations. Orange shading indicates that the 
recommendation is not part of the guideline.  
Source: London Economics’ analysis of information in OFT (2006a) and 4ps (2005) 

7.15 4ps’ guidance suggests that local authorities should be open to new 
bidders and that there may be a problem of design when only 
incumbents bid. The guidance provided by 4ps also suggests that the 
duration of the contract should be based on the preferences of potential 
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bidders. This does not necessarily mirror the OFT recommendations, as 
potential bidders may seek to protect their position and limit competition 
by suggesting excessively long contracts.  

7.16 The green cells in the table above (Table 7.1) denote 4ps guidelines that 
are line with the OFT recommendations while the red cells denote 
recommendations that were not aligned with the OFT ones. Orange cells 
denote areas for which the OFT provided recommendations and which 
are covered in the guidelines 

7.17 In our illustrative and assumption-sensitive assessment of the 
effectiveness of the OFT intervention in terms of improving procurement 
guidelines, two factors are taken into consideration.  

7.18 First, there were procurement guidelines in place ahead of the OFT’s 
advocacy intervention that covered to an extent some of the same 
elements of waste management procurement which the Competition 
Advocacy Team pointed out. In particular, based on table 7.1, we 
conclude that 5 of 16 parameters were adequately incorporated in 
guidance that pre-dates the OFT advice. It is likely that not all factors 
deserve equal weight in terms of how strongly they affect competition in 
this bidding market. However, as an approximation, we assume that the 
OFT intervention had a potential to impact 68 per cent (or 11 out of 16) 
of the procurement guidelines.  

7.19 Secondly, in our discussions with Defra representatives responsible for 
providing advice in relation to waste management procurement, the 
officials noted that there was a perception that the recommendations put 
forward by the OFT were already largely known to Defra and did not 
change the principles under which Defra operates but were valuable in 
supporting and fine-tuning Defra’s approach in the WIDP. 

7.20 Therefore, we assume cautiously that the OFT intervention did have a 
small permanent effect. Moreover, the advocacy intervention helped 
accelerate the implementation of the new guidelines. Thus, we assume 
that the OFT intervention had both a small permanent effect and an 
additional transitory effect. 
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7.21 Waste management is a very large market and thus, even if only a 
small step in the direction of more competition is achieved, the impact 
is still large. For illustrative purposes, and in the absence of data, we 
assume (for illustrative purposes only) that the OFT advice may have 
permanently nudged the market 10 per cent of the way to greater 
competition. This is the assumed long-run effect of the OFT 
intervention. 

7.22 Moreover, during the initial years, we assume that the positive impact 
of advocacy is compounded, during a 'transitory' period, as the 
intervention increases the probability of new, fine-tuned guidelines 
being implemented faster. We assume that this transitory stage might 
have lasted three years and the additional boost in terms of nudging the 
market towards greater competition faster might have been 10 per cent 
in the first year following the introduction of the guidelines, 6.6 per 
cent in the second year and 3.3 per cent in the third year. From the 
fourth year onwards, there is no special boost as new guidelines would 
have been implemented anyway by that time. 

7.23 In short, we assume that, of the 68 per cent ‘improvement’ in the 
guidelines (11 out of 16 changes in the guidelines), 10 per cent can be 
attributed permanently to the OFT Competition Advocacy Team, with 
an additional 'transitory' effect of 10 percent in the first year (totalling 
20 percent). Similarly, under these assumptions, the total impact on the 
second year following the advocacy intervention would be 16.6 per 
cent, and 13.3 per cent in the third year. Thereafter, the assumed 
effect is 10 per cent. These assumptions are highly speculative and 
later on in the chapter we provide information on the sensitivity of the 
estimated benefit of the advocacy intervention to changes in some 
assumptions.  

Counterfactual 

7.24 In the absence of the OFT intervention we would expect procurement 
guidelines in the waste management sector not to have been as 
effective at ensuring a high level of competition in waste management 
procurement.    
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7.25 Figure 7.2 illustrates the expected effects of the OFT competition 
advice in this case. At the first stage the OFT recommendations would 
be expected to be taken into account by Defra and reflected revisions 
of their procurement guidelines for the waste management sector.  

7.26 At the second stage, the recommendations adopted in the guidelines 
would be expected to improve the competition in procurement 
processes adopted by Local Authorities. Improved competition in the 
sector could imply that Local Authorities achieve better value for 
money and that innovation in the sector is improved.  

Figure 7.2: Intervention logic model 

 
 

Estimated benefit 

The price effect 

7.27 A low level of competition may result in a number of anti-competitive 
behaviours in procurement such as abuse of dominant position or bid 
rigging (i.e. co-ordinated behaviour) among potential suppliers. This in 
turn will lead to higher prices for waste management services and 
consumer detriment. By improving competition in procurement design 
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the OFT recommendations may have led to a reduction in the 
probability of such anti-competitive behaviours in the sector.68 
However, it is important not to overstate the potential prevalence of 
anti-competitive behaviours before OFT competition advocacy advice 
was provided to Defra given the UK and EU guidelines for public 
procurement already in place. 

7.28 To estimate the likely price savings that can be attributed to this 
advocacy intervention, we consider how much the OFT contributed to 
the change in the guidelines, how much the improved guidelines 
reduced the probability of anti-competitive outcomes and how much 
savings avoiding such outcomes entailed.  

7.29 It is reasonable to expect that the probability of anti-competitive 
behaviour in the waste management sector is higher if guidelines do not 
enhance competition. (See paragraphs 7.10 – 7.23 above).    

7.30 In evaluations of competition enforcement by UK competition 
authorities it has been suggested that, where no market specific 
information is available, it would be relatively conservative to assume  
overcharges of 15 per cent in the case of co-ordinated behaviour and 5 
per cent in the case of an abuse of dominant position.69  

7.31 In the absence of more detailed information on the price impact of any 
potential co-ordinated behaviour or abuse of dominant position in the 
waste management sector, we assume that, on average, any potential 
anti-competitive behaviours in the sector might have resulted in a 10 
per cent surcharge. 

                                      

68 We note the recommendations were intended to improve competition in the sector along 
several dimensions and were not targeting one specific anti-competitive behaviour. 

69 See OFT (2010). 
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7.32 In sum, the estimation of the benefits from a lower probability of anti-
competitive behaviour, and hence lower expected prices in 
procurement, relies on the following assumptions: 

• The avoided price increase is estimated at 10 per cent. 

• After the intervention, 11 out of 16 elements of the guidelines were 
improved. The OFT is only partly responsible for this improvement 
and the OFT’s impact is partially transitory and partially permanent. 
We assume that the OFT contributed permanently 10 per cent 
towards this improvement in the guidelines. In the first few years, 
the impact of the OFT contribution is higher as the guidelines are 
implemented faster than would otherwise have been the case. The 
impact is assumed to be 20 per cent in the first year, 16.6 per cent 
in the second year and 13.3 per cent of that amount in the third 
year.  

• The share of the market re-tendered during each year and the 
expected duration of contracts that are re-tendered. In any one year, 
only a fraction of the market is re-tendered. But, improving 
competitive conditions for re-tendering will have an impact lasting 
throughout the lifetime of the contract.70 

7.33 According to an OFT study of the municipal waste management market 
from 2006, the value of the sector before the intervention was 
approximately £2bn.71 Table 7.3 takes all these elements into account 
in the estimation of the price benefits attributable to this advocacy 
intervention for a period of 10 years. 

                                      

70 Waste management contracts typically last for several years (average duration is 
approximately 10 years based on a recent study by Defra (2006). As such, we assume that only 
about 1/10 of contracts are on average re-tendered each year and thus only 1/10 of the market 
would be impacted by the improvement in the guidelines in the first year. However, the more 
competitive prices that would be achieved in this 1/10 of the market would remain in place for 
10 years, the average duration of the contracts. Thus, the two effects cancel out. 

71 OFT (2006). 

OFT866 | 70



  

  

  

 

 

Table 7.3 Total estimated price benefits (and underlying assumptions 

year 
Expected 

overcharge 

Fraction of 
guidelines 
impacted 

Effect 
attributable 

to 
Advocacy 

Impact on a 
£2 billion 
market  

(million £) 
1 10% 11/16 20% £27.50 
2 10% 11/16 16.6%  £22.83 
3 10% 11/16 13.3%  £18.29 

Subsequent years 10% 11/16 10% £13.75 
Total over 10 years (discounted at a real interest rate of 3.5 per 

cent) £117.61 
Source: Assumptions and calculations from London Economics 

7.34 Based on the assumptions described earlier, total savings attributable to 
the advocacy intervention are estimated at £117.61 million over a period 
of 10 years and using a real discount rate of 3.5 per cent.72To illustrate 
the sensitivity of the results reported in Table 7.3 to the different 
assumptions used in the calculation, we conduct below on a couple of 
sensitivity scenarios. 

7.35 In a first scenario, the expected overcharge due to anti-competitive 
behaviour is assumed to be 15 per cent instead of 10 per cent. In this 
scenario, total savings over a period of 10 years are £176.61 million, 50 
per cent higher than in Table 7.3. 

7.36 In a second scenario, the proportion of the guidelines impacted by the 
advocacy intervention is assumed to be only 6/16 instead of the original 
assumption of 11/16. In this scenario, total savings over a period of 10 
years are £64.16 million.  

7.37 Finally, in a third scenario, the effect attributable to the advocacy 
intervention is halved. Under such a scenario, total savings of the 10 
year period are £58.80 million. 

                                      

72 HM Treasury recommends using an interest rate of 3.5 per cent for the purpose of calculating 
the present value of future financial streams (see HMT (2003) p.26). 
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Other effects 
7.38 Improved competition in procurement in the public sector may enable 

Local Authorities to achieve not only lower prices but also better quality 
waste management. One of the quality parameters that Local Authorities 
are concerned about is the amount of waste disposed in landfills. More 
competition in the sector may provide suppliers with an incentive to 
invest and innovate in order to reduce landfilling.  

7.39 In the UK most waste is traditionally disposed in landfills – in 1998 
approximately 84 per cent of municipal solid waste went to landfills.73 
However, UK and EU legislation, in particular the EU Directive on the 
landfill of waste (Landfill Directive)74, set out targets to reduce this 
significantly. In particular, the Landfill Directive specifies targets for 
reduction in biodegradable municipal waste (BMW).75  

7.40 Currently, two different initiatives in the UK incentivise local authorities 
to move away from landfill: increased taxes on landfill (from £18 per 
tonne in 2006 to £40 in 2009-2010), and decreasing tradable 
allowances.  In addition to the economic incentives provided by the 
Landfill Tax and the Landfill Allowance Trading Scheme, the WIDP 
provides financial support to Local Authorities through PFI credits. The 
aim is to ‘ensure… delivery of the major infrastructure required to bridge 
the shortfall in residual waste treatment capacity needed in order for 
England to meet its share of the UK’s Landfill Directive diversion 
targets’.76 

                                      

73 Morris et al. (1998). 

74 Council Directive 1999/31/EC of 26 April 1999 on the landfill of waste (Landfill Directive): 
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:1999:182:0001:0019:EN:PDF 

75 BMW is defined as ‘waste that is capable of undergoing anaerobic or aerobic decomposition, 
such as food and garden waste, and paper and paperboard’ (Landfill Directive). 

76 http://www.defra.gov.uk/environment/waste/residual/widp/index.htm 
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7.41 In recent years there has been a large reduction in the share of municipal 
waste disposed in landfills. In 2007, approximately 57 per cent of UK 
municipal waste went to landfills compared to 84 per cent in 1998. 
Most of the reduction seems to have been achieved through an increase 
in recycling.77  

Figure 7.4: Biodegradable Municipal Waste (BMW) landfilled and 
BMW targets 

 

Source: Environment Agency (2009) and Defra (2009a). 

7.42 It is possible that part of the decrease since 2006 might be linked to 
improved procurement design. Although the downward trend began long 
before the OFT intervention and seems largely attributable to the Landfill 
Tax and the Landfill Allowance Trading Scheme, more rapid reductions 
of landfilled waste may be seen in the future as a result of the faster 
implementation of the guidelines following the provision of the OFT 
advice.  

                                      

77 Gentil et al. (2009).   
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7.43 The reduction in landfilling of waste over the last four years has 
averaged slightly above 5 per cent per year.78 We assume that the OFT 
advocacy potentially may account for up to 10 per cent of this yearly 
reduction in landfill.  

7.44 The yearly average landfill tonnage stands currently at 13.8 million 
tonnes.79 We assume that the intervention might contribute to a yearly 
reduction of 69,000 tonnes80 of landfill. As these effects are assumed to 
be due to the faster implementation of the guidelines, they are assumed 
to be felt with decreasing intensity over three years in line with what is 
assumed for the analysis of the impact on better procurement guidelines 
discussed in the previous section. The environmental benefits associated 
with less landfilling are difficult to quantify, but a recent article estimates 
the environmental costs of landfill at £9.0 to £11.7 per tonne. 81,82 
Taking these elements together leads to an overall estimate of possible 
future environmental costs avoided by the reduction in landfill in the 
order of £1.4 million.83 

                                      

78 According to Defra (2009b). There is also some evidence that the rate of reduction has been 
slightly higher since the advice was provided. In 2006/07 the reduction was 5 per cent, in 
2007/08 it was 8 per cent and in 2008/09 it was 11 per cent.  

79 According to Defra (2009b).   

80 This corresponds to 5 per cent times 10 per cent of 13.8 million tonnes. 

81 Based on original range of 10-13 euro, converted at 23/03/2010 exchange rate, 1 euro = 
0.89823 pounds according to Bank of England spot exchange rates.  

82 This figure corresponds to present value of environmental impacts over time, see Rabl et al. 
(2008).  

83 This is calculated as 69,000 times 10.3 (midpoint in the 9.0-11.7 range) in the first year, plus 
that same amount times 2/3 for the second year and times 1/3 for the third year. As before, we 
take into account that only about 1/10 of the market is re-tendered each year but also that the 
impact of improved contract conditions lasts for an average of ten years.  
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7.45 As previously, this estimate is heavily reliant on a number of 
assumptions, most notably the impact of OFT guidelines on the 
decrease in landfilling, the length of the impact and the value assigned 
to any savings. 

Conclusion 

7.46 In assessing the impact of the OFT advocacy intervention in this market, 
we have taken into account of the view that, to a large extent, many of 
the recommendations put forward by the Advocacy Team were already 
being considered by Defra officials at the time the advice was provided.   

7.47 But, the sheer size of the waste management sector means that the 
impact of the OFT intervention, even if it only nudged policy a bit further 
in the direction that was already being followed, is significant.  

7.48 On the basis of the many assumptions which had to be made in order to 
estimate the total impact of the OFT intervention, total cumulative 
benefits over a period of 10 years are estimated at £117.61 million (in 
present value terms). These estimated benefits are related to the 
potential lower probability of anti-competitive behaviour in the sector.  

7.49 It is important to note the figure of £117.61 million is highly sensitive to 
the underlying assumptions and the sensitivity scenarios presented in 
this chapter show that different assumptions yield very different savings 
estimates. 

7.50 Moreover, due to more competition in the sector, service providers may 
face improved incentives to invest in technologies which can reduce 
landfilling. We thus also estimate potential environmental benefits at 
£1.4 million. As before, this estimate is heavily reliant on a number of 
assumptions but highlights that the benefits of competition are not 
exclusively limited to lower prices. 
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8 CONCLUSIONS AND SUGGESTIONS 

8.1 The analysis in the previous chapters shows that advocacy is a 
potentially powerful tool for promoting competition and ensuring that 
markets work well for consumers. Competition advocacy can 
complement other consumer protection and competition activities carried 
out by the OFT.  

8.2 However, competition advocacy is not legally binding. Policy-makers are 
under no obligation to take on-board the advice. Also, they can be 
subject to pressure from different interest groups who seek to influence 
policy outcomes.  

8.3 An important question for the advocacy team to bear in mind is how 
best to frame the advice in order to influence policy-makers, given that 
they are not legally required to follow the advocacy team’s 
recommendations.  

Factors likely to enhance the effectiveness of a competition 
advocacy team 

8.4 In this section we discuss, by building on previous academic analysis in 
the area,84 how the effectiveness of advocacy interventions can be 
maximised and identify some key criteria that enhance the effectiveness 
of advocacy interventions, such as: 

• Expertise in the area that advice is given, and a reputation for 
accuracy; 

• Timely provision of advice; 

• Independent and objective advice; 

                                      

84 Our taxonomy builds on the analysis undertaken by Hilke (2006). Although his analysis 
concentrates on the influencing of sectoral regulators, we consider that the main conclusions 
can also be applied to policy-makers in general. 
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• Advice based on up-to-date information; and 

• Commitment to long-term engagement with the recipient, and 
helping the sector in question. 

8.5 We use evidence from our analysis of the survey results and from the 
three examples of advocacy interventions to assess the performance of 
the competition advocacy team against each of these criteria. The aim is 
to form a view on how OFT advocacy fairs according to these criteria, as 
well as make some suggestions on how best to direct advocacy efforts 
in the future. 

Expertise and reputation for accuracy 

8.6 It is crucial to have technical expertise in the area that competition 
advice is given. Advice will be better received if the advocacy team also 
demonstrates a deep understanding of sectoral specificities. This reduces 
the potential likelihood or ability of policy-makers to dismiss the advice 
as not being relevant or adequate to their particular sector. It is also 
important if the advocacy team has built a track record of sound and 
prescient advice, particularly if going against strongly held views by 
policy-makers and/or stakeholders. 

8.7 Under this criteria, the OFT competition advocacy team fairs particularly 
well. Survey respondents overwhelmingly (88 per cent) considered the 
OFT to provide well-informed and well-researched advice. The case 
studies highlighted the thoroughness with which the OFT researches 
particular markets, including the publication of reports (on waste 
management and environmental standards) and how advice is based on 
the theoretical and empirical realities of the different markets. 

Adequate timing for submitting advice 

8.8 In addition to the provision of technical expertise that demonstrates a 
deep understanding of sector specificities, it is also crucial for any 
advocacy team to provide advice within the relevant policy timeframe. 
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This will allow time for the advice to be reflected in (early) policy 
discussions. 

8.9 In the responses to our survey, we have found evidence that the 
effectiveness of an advocacy intervention is likely to depend on the 
appropriateness of the timing at which advice is provided. Advice 
received earlier on is found to be most likely to influence policy officials. 
For instance, the OFT's competition advice was considered more useful 
when provided during the initial stages of policy development by a 
majority of survey respondents (51 per cent). The advice had an impact 
on the policy approach in 67 per cent of cases where it was provided 
early in the policy development process, but only in 43 per cent of cases 
when it was provided at a later stage in the policy development process.  

8.10 The examples also illustrate the importance of the provision of on-going 
advice throughout the policy development process rather than at just one 
point in time. For instance, the OFT provided on-going assistance in the 
case of brokering voluntary agreements among light bulbs manufacturers 
and retailers, and this form of assistance was well received.  

Independence and objectivity 

8.11 Maintaining independence and objectivity increases the weight given to 
the advice. This is particularly important where the advice given might 
be perceived as controversial, or is given on a controversial issue. For 
example, certain competition advocacy interventions may generate 
controversy because of (perceived) tensions with other policy objectives. 
Advocacy teams need to handle this controversy well and be perceived 
as an impartial participant.  

8.12 The survey results provide indirect evidence that the OFT advocacy team 
fairs well with regards to this criterion. As already noted, a majority of 
survey respondents found the advice to be of high quality. Moreover, 38 
out of 43 survey respondents indicated that the OFT’s input was clearly 
presented and based on sound analysis, and 41 out 43 survey 
participants thought the OFT’s input would be useful to policy-makers 
facing other relevant issues in future. These survey responses do not 
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provide direct evidence that survey participants thought that the OFT 
competition advice was independent and objective. However, the 
generally very positive assessment of that advice seems to suggest that,  
survey participants might be likely to view the advice as independent 
and objective as well. 

Up-to-date contributions that add value 

8.13 Competition advocacy that brings new information, analysis, or insights 
to bear on policy-making or sector regulation issues can be compelling, 
newsworthy and difficult to ignore. Further, new information and 
analysis can be critical to attracting media attention to competition 
issues and in developing broad public support for policy or regulatory 
proposals that can help make specific reforms feasible.  

8.14 Two of the advocacy interventions considered in this evaluation are 
linked to empirical evidence/research reports (environmental product 
standards and waste management procurement). This seems to be a 
powerful way to convey the potentially negative effects of some 
regulatory interventions. The importance of empirical work in supporting 
advocacy efforts raises, however, the issue of timing and resources. 
Thoughtful empirical work may take too long to be feasible in respect of 
every advocacy intervention. An alternative is to identify the most 
important issues ex ante and have empirical studies done before an 
advocacy opportunity arises. 

Long-term engagement 

8.15 Deregulation or market reform is, in many cases, a process that takes 
place over a long period of time. Policy makers are more likely to heed 
competition advice if the advocacy body shows commitment to long-
term engagement and to helping the policy-makers deal with competition 
issues as they arise during the process.   

8.16 None of the examples or the survey focused on this aspect of 
competition advocacy. Thus, we cannot assess how well the advocacy 
team fairs in this regard. However, long-term engagement is likely to be 

OFT866 | 79



  

  

  

 

 

an important aspect of the work of the OFT competition advocacy team 
in the follow-up to market studies, where bringing about change to 
reduce consumer detriment may require a longer-term approach to 
influencing policy, than in the case of advice offered for a specific policy 
under development.   

Suggestions 

8.17 On the basis of our analysis of the literature, survey results, and 
examples of advocacy interventions, and while acknowledging resource 
constraints, we put forward the following main suggestions for the 
Competition Advocacy Team to maintain and increase its impact: 

• Continue to enable the competition advocacy team to provide high 
quality advice. Quality is a key factor influencing the take-up of the 
advice by policy-makers. It is also a key determinant of the impact of 
the advice on the policy approach adopted, and where relevant, the 
ultimate policy objectives.    

• Aim to provide advice early on in the policy process as it is at this 
stage that the advice is most likely to influence policy-makers and 
have an impact on the development of the policy itself. 

• Give a high priority to informal provision of competition advice and 
advice substantiated by OFT publications of market and competition 
analysis. The former is the type of targeted advice which influences 
policy-makers and impacts policy developments the most, while the 
latter contributes to the credibility and quality of the advice activities 
by demonstrating the OFT's knowledge of particular issues. 

• Use a variety of communication channels. Face-to-face communication 
is important and valued by advice recipients despite it being more 
resource intensive. 

• Ensure that the OFT is able to identify and address policy 
developments that may raise competition issues relatively early in the 
policy process. Such a pro-active engagement is resource intensive; 
therefore, the OFT might want to focus its available resources on 
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monitoring policy developments in key government departments and 
agencies. An important criterion for deciding which departments to 
focus on could be the departments' past record in approaching the 
OFT for competition advice.  
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ANNEXE 

Table A.1 Communication channels used by the OFT  

Communication channel Frequency Percentage 

Face to face 30 70% 

Via telephone 24 56% 

Via email 33 77% 

Note: Several respondents reported receiving competition advice through more than one channel. 
Source: London Economics’ analysis of 43 detailed survey responses 

 

Table A.2 Cross analysis of quality of presentation and analysis with 
extent of agreement to statements 1-3  

 The OFT’s competition advice was clearly presented and 
based on sound analysis: 

 Disagree Agree Strongly agree Total 

Statement 1: The OFT’s competition advice provided a perspective on competition that had not 
been considered previously. 

Strongly agree and 
agree 1 (2%) 12 (28%) 12 (28%) 25 (58%) 

Strongly disagree 
and disagree 4 (10%) 11 (26%) 3 (7%) 18 (42%) 

Total 5 (12%) 23 (53%) 15 (35%) 43 (100%) 

Statement 2: My awareness of competition issues changed as a result of OFT's competition 
advice on the policy issue. 

Strongly agree and 
agree 3 (7%) 12 (28%) 14 (33%) 29 (67%) 

Strongly disagree 
and disagree 2 (4%) 11 (26%) 1 (2%) 14 (32%) 

Total 5 (12%) 23 (53%) 15 (35%) 43 (100%) 

Statement 3: The OFT’s competition advice would be useful to policy makers facing other 
relevant issues in future 

Strongly agree and 4 (10%) 23 (53%) 14 (33%) 41 (96%) 
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agree 

Strongly disagree 
and agree 1 (2%) 0 (0%) 1 (2%) 2 (5%) 

Total 5 (12%) 23 (53%) 15 (35%) 43 (100%) 

Source: London Economics’ analysis of 43 detailed survey responses 

 

Table A.3  Cross analysis of stage at which OFT competition advice 
was received with take-up of input  

 Stage at which OFT input was received: 

 Initial stages of 
policy 

development 

Mid-late stages of 
policy 

development 

In response to a 
consultation 

document 

After public 
announcement of 

the policy 

 No Yes No Yes No Yes No Yes 

Extent OFT input taken on board by the policy team: 

To a great 
extent and 
some 
extent 

9 
(25%) 

24 
(67%) 

14 
(39%) 

19 
(53%) 

27 
(75%) 

6 
(17%) 

26 
(73) 

7 
(19%) 

Not at all 
3 

(8%) 
0 

(0%) 
1 

(3%) 
2 

(6%) 
3 

(8%) 
0 

(0%) 
3 

(8%) 
0 

(0%) 

Total 
12 

(33%) 
24 

(67%) 
15 

(42%) 
21 

(58%) 
30 

(83%) 
6 

(17%) 
29 

(81%) 
7 

(19%) 

Note: This cross-tabulation uses results from the full survey only, as the question asking when 
advice was provided was added after the pilot survey. 
Source: London Economics’ analysis of 43 detailed survey response 
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Table A.4 Cross analysis of stage at which OFT competition advice 
was received with importance of changes to the policy approach and 
objectives  

 Stage at which OFT input was received: 

 Initial stages of 
policy 

development 

Mid-late stages 
of policy 

development 

In response to a 
consultation 

document 

After public 
announcement 

of the policy 

 No Yes No Yes No Yes No Yes 

Importance of changes to the policy approach: 

Very important 
and important 

3 
(8%) 

16 
(45%) 

10 
(28%) 

9 
(25%) 

16 
(45%) 

3 
(8%) 

14 
(39%) 

5 
(14%) 

Not very 
important and 
not all important 

3 
(8%) 

7 
(20%) 

3 
(8%) 

7 
(20%) 

8 
(22%) 

2 
(6%) 

9 
(25%) 

1 
(3%) 

No changes were 
made 

6 
(17%) 

1 
(3%) 

2 
(6%) 

5 
(14%) 

6 
(17%) 

1 
(3%) 

6 
(17%) 

1 
(3%) 

Total 
12 

(33%) 
24 

(67%) 
15 

(42%) 
21 

(58%) 
30 

(83%) 
6 

(17%) 
29 

(81%) 
7 

(19%) 

Importance of changes to the policy objectives: 

Very important 
and important 

1 
(3%) 

7 
(20%) 

6 
(17%) 

2 
(6%) 

8 
(23%) 

0 
(0%) 

7 
(20%) 

1 
(3%) 

Not very 
important and 
not all important 

2 
(6%) 

12 
(35%) 

5 
(14%) 

9 
(25%) 

11 
(32%) 

3 
(9%) 

12 
(35%) 

2 
(6%) 

No changes were 
made 

8 
(23%) 

5 
(14%) 

4 
(11%) 

9 
(26%) 

11 
(31%) 

2 
(6%) 

9 
(26%) 

4 
(11%) 

Total 
11 

(31%) 
24 

(69%) 
15 

(43%) 
20 

(57%) 
30 

(86%) 
5 

(14%) 
28 

(80%) 
7 

(20%) 

Note: This cross-tabulation uses results from the full survey only, as the question asking when 
advice was provided was added to the survey questionnaire after the pilot survey.  
Source: London Economics’ analysis of 43 detailed survey responses 
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Table A.5 Cross analysis of quality of presentation and analysis with 
importance of changes to policy approach and objectives  

 The OFT’s competition advice was clearly presented and based on 
sound analysis: 

 Disagree Agree Strongly agree Total 

Importance of changes to the policy approach: 

Very important and 
important 1 (2%) 10 (23%) 10 (23%) 21 (39%) 

Not at all important 
and not very 
important 3 (7%) 10 (23) 2 (4%) 15 (35%) 

No changes were 
made 1 (2%) 3 (7%) 3 (7%) 7 (16%) 

Total 5 (12%) 23 (53%) 15 (35%) 43 (100%) 

Importance of changes to the policy objectives: 

Very important and 
important 0 (0%) 5 (12%) 5 (12%) 10 (24%) 

Not at all important and 
not very important 2 (5%) 13 (31%) 4 (9%) 19 (45%) 

No changes were made 3 (7%) 5 (12%) 5 (12%) 13 (31%) 

Total 5 (12%) 23 (55%) 14 (33%) 42 (100%) 

Note: One respondent did not answer regarding the importance of changes to policy objectives. 
Source: London Economics’ analysis of 43 detailed survey responses 
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Table A.6 Cross analysis of type of competition advice provided by 
the OFT with importance of changes to the policy 
approach and objectives 

 Type of competition advice: 

 
Informal 
advice 

Competition 
advice related 
to a RIA 

Market study 
recommendation 
follow-up 

Consultation 
Response Other 

Importance of changes to the policy approach: 

Very 
important 
and 
important 12 (28%) 4 (9%) 2 (5%) 0 (0%) 3 (7%) 

Not very 
important 
and not all 
important 6 (14%) 5 (12%) 3 (7%) 1 (2%) 0 (0%) 

No changes 
were made 0 (0%) 5 (12%) 0 (0%) 1 (2%) 1 (2%) 

Total 18 (42%) 14 (33%) 5 (12%) 2 (5%) 4 (9%) 

Importance of changes to the policy objectives: 

Very 
important 
and 
important 5 (12%) 4 (10%) 1 (2%) 0 (0%) 0 (0%) 

Not very 
important 
and not all 
important 10 (24%) 4 (10%) 3 (7%) 1 (2%) 1 (2%) 

No changes 
were made 3 (7%) 6 (14%) 1 (2%) 0 (0%) 3 (7%) 

Total 18 (43%) 14 (33%) 5 (12%) 1 (2%) 4 (10%) 

Source: London Economics’ analysis of 43 detailed survey responses 
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Table A.7 Interest groups, media coverage and publication of the oft 
position and whether it caused officials to give more 
consideration to the OFT’s views 

 Respondents who 
answered “yes”. 

If “yes”, gave more consideration to the 
OFT’s views: 

  Agree Strongly agree 

Interest groups who 
shared the OFT’s views 

11 (26%) 5 (45%) 2 (18%) 

Press coverage of the 
policy issue 

19 (44%) 6 (32%) 2 (11%) 

Publication of the OFT’s 
position 

9 (21%) 2 (22%) 1 (11%) 

Source: London Economics’ analysis of 43 detailed survey responses 
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