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DRAFT COUNCIL RECOMMENDATION CONCERNING STRUCTUAL SEPARATION IN REGULATED INDUSTRIES(*)U O O O

1. On 23 March 2001, the Committee on Competition Law and Policy (“CLP”) approved the attached draft Recommendation of the
Council concerning Structural Separation of Regulated Industries and decided to transmit the draft Recommendation to the OECD
Council for adoption. This note describes the Recommendation and invites the Council to adopt it.

2. This Recommendation is targeted at regulated industries, especially public utility and network industries which are in the process of
liberalisation. The potential benefits of liberalisation are well-known and include improved cost efficiency, better service, greater
product variety, enhanced innovation and lower prices for users and consumers. The problem is that the full potential benefits of
liberalisation may not be achieved if an incumbent firm both controls a bottleneck or essential facility and, at the same time, competes
in the competitive parts of the industry against new firms which are seeking to enter. Despite the efforts of regulators, the owner of the
bottleneck can often use that position to restrict or slow the development of competition. Separating the bottleneck from the other
parts of the industry ensures that all firms compete on an equal footing, allowing competition to develop to the maximum
extent possible. The primary effect of this Recommendation is to encourage Member Countries to take serious
consideration of such separation at the time of liberalisation and privatisation decisions, carefully balancing the pros and
cons of separation against potential benefits of integration. The CLP Committee sees this Recommendation as an important step

towards ensuring the full potential benefits of liberalisation are realised and passed on to users and consumers.
O
g
g

8. In some instances, policy-makers seek to impose various forms of separation which fall short of full ownership separation,
such as “accounting separation” or “corporate separation”. The Recommendation recognises that these have some merit
but, because they do not address the underlying incentive to deny access, are not likely to be as successful as true
structural measures .

000000 http://www.oecd. int/daf/clp/Recommendations/vertical-e.pdf0 0 00O O

goobobbobbbodooooobbbbo2o01id4n3oudd

With this in mind, the OECDCouncil has adopted a Recommendation on Structural Separation of Regulated Industries which urges
Member countries to consider separating the monopoly and the competitive parts of requlated industries, especially during the
process of privatisation or liberalisation.

O00000http://www.oecd. int/media/release/nw0l-4la.htmd 0 0 0O O
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