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OECD Survey of India, cont’d
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OECD economists link competition 
to productivity and economic performance 
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McKinsey studies link regulatory 
restrictions to economic performance

• McKinsey and Company compared productivity levels in 
Japan and the United States.   

• In the sectors of the Japanese economy that were 
exposed to international competition – in steel, 
automotive parts, metal working, cars, consumer 
electronics and computers -- productivity levels were 
about the same or higher compared to productivity 
levels in the U.S. 

• Where Japanese sectors were protected from 
competition – in the retail sector, housing construction 
and food processing -- the productivity levels were as 
much as 50% below those of the U.S. 

• These differences can largely be explained by 
competition and regulation. In the underperforming 
sectors, competition is highly restricted, in large part 
because of regulation. 



Competition and Productivity --
Japan’s Dual Economy
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Australia’s economy benefited from 
removing laws and regulations restricting 

competition

•Australia’s National Competition Policy reviewed about 1,800 
laws and regulations for unnecessary restraints on competition 

•“The implementation of Australia’s ambitious and comprehensive 
National Competition Policy over the past seven years has 
undoubtedly made a substantial contribution to the recent 
improvement in labour and multifactor productivity and economic 
growth. The Productivity Commission estimates that Australia’s 
GDP is now about 2½ per cent higher than it would otherwise 
have been, and Australian households’ annual incomes are on 
average around A$7 000 higher as a result of competition policy.   
- OECD 2003



Australia’s competition reforms (2)

•Domestic product (GDP) growth since the millennium has 
averaged above 3% per annum

•Growth in real gross domestic income averaged over 4%, with 
terms of trade gains, among the best of OECD countries

•Unemployment rate has fallen to around 5%, its lowest level 
since the 1970s; 

•Inflation within the target range

•A long stretch of fiscal surpluses, general government net debt 
eliminated. 

•Living standards steadily improved since the beginning of the 
1990s, now surpass all G7 countries except the United States.

•Wide-ranging reforms, particularly to promote competition, 
were instrumental.     --- OECD, 2006
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Australia versus OECD—real 
GDP growth*

Australia- -
OECD

* 3-year moving average

Source: Fred Hilmer, University of New South Wales, OECD Stat Gross Domestic Product (output approach), Volume Index
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Australia versus OECD CPI*

Australia - -
OECD

CPI trends

* 3-year moving average

Source: Fred Hilmer, University of  New South Wales, OECD Stat Consumer Prices (all items) Australia versus OECD Total

Percent



Recent Evidence from OECD 
Shows Impact of Reducing Burdensome 

Regulation in India

• Per capita income has been diverging in Indian states over recent 
decades – the rich states are becoming relatively richer.

• Since mid-90s, labor productivity growth has been the primary driver 
of growth in GDP per capita in the majority of Indian states

• “Differences in product market regulation, as captured by the 
OECD’s PMR indicators, do appear to have a significant impact on 
productivity performance at the level of a aggregate state 
economies.  Over the period of 1994 to 2004, there is a clear 
negative relationship between the restrictiveness of product market 
regulation and average labor productivity.”

Source:  Conway, Herd and Chalaux, March 2008, “Product Market Regulation and Economic 
Performance Across Indian States,” OECD Economics Department Working Papers No. 600
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Competition Assessment  
Toolkit
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Competition Checklist
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Limit the number or range 
of suppliers?
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Example: Telecommunications 
Deregulation in the EU
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Source:  Martin, Roma and Vansteenkiste “Regulatory Reforms in Selected EU 
Network Industries,” ECB Occasional paper 28, April 2005

Telecommunications Price Index 
Relative to Overall Harmonized Index of 

Prices in EU 15, 1998-2005



Real price changes in Australian 
Telecom, 1996-97 to 2002-03

Source:  Productivity Commission 2005, Review of National Competition Policy Reforms
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Real price changes in Australian 
Electricity, 1990-91 to 2003-04

Source:  Productivity Commission 2005, Review of National Competition Policy Reforms
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Limit the ability of suppliers 
to compete?
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Example:
Railroad Deregulation
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U.S. Rail Rate Index 
(Inflation Adjusted), 1984-1999

Source:   Surface Transportation Board Office of Economics, Environmental Analysis, and 
Administration, December 2000, “Rail Rates Continue Multi-Year Decline”



U.S. Railroad Productivity Since Staggers 
Act
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2004, pp. 38, 40, 41



Deregulation also improved railroad 
investment and safety
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Real price changes in Australia rail 
freight, 1995-96 to 1999-2000 

Source:  Productivity Commission 2005, Review of National Competition Policy Reforms
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Real price changes in Australian 
ports, 1990-91 to 2000-01

Source:  Productivity Commission 2005, Review of National Competition Policy Reforms
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Reduce the incentive of suppliers to 
compete vigorously?
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Effect of Switching Costs in EU 
Retail Banking
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Example: Retail Banking in EU
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Jurisdictions making progress with 
competition assessment
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The pending microeconomic 
transformation in Mexico 



Conclusions
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Conclusions (2)
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