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1998 was the first year of the new Competition Act,
which is based on the same prohibition regime as
most other European countries. The new act obvi-
ously left its mark on the work of the Authority over
the past 12 months.

It was anticipated that the transition regulations of
the act would involve many applications and the ex-
pectations were more than fulfilled. The Authority re-
ceived more than 1000 exemption applications — most
of them in the days leading up to 1st July. Based on
experience from other countries, the Authority has set
a goal that all applications will be considered by the
end of the year 2001.

The "cartel cases" attracted attention during the year.
The EU Commission heavily fined Danish underta-
kings which had participated in the preinsulated pipes
cartel. Further, in Denmark a very extensive cartel
cooperation within the electrician trade was disclo-
sed. In that connection, the Authority for the first
time conducted unannounced control inspections

of the undertakings in question. Shortly after these
"dawnraids"”, a number of the large undertakings
showed their hands and produced material, which
contributed to clearing up the matter.

The Authority is also responsible for issues concer-
ning price and supply in the energy sector. In the elec-
tricity sector, the most significant cases have been in
connection with the energy reform, which is due to
be implemented in the near future. Because of the co-
production of electricity and heating, the reform will
also influence the heating sector.

In the field of public procurement, the Authority of-
fers its support to Danish undertakings that encoun-
ter problems with public procurement abroad. At the
initiative of the Authority, a pilot project has been ini-
tiated which aims to ensure that the public procure-
ment regulations are interpreted in the same manner
throughout Europe. The project, which is referred to
as "the Danish initiative" is receiving helpful support

from the Commission and other European Countries.
The Authority has carried on the work initiated in
1997 of focusing the organisation more on develop-
ment. Experience shows that creating a good work-
place environment based on clear values may also be
the best way to promote external credibility and effi-
ciency.

It is of significance to the undertakings and their ad-
visors that they are promptly informed of decisions,
which interpret the Authority’s code of practice. All
significant decisions are available on our homepage.
The site also includes press releases and all guidelines
and reports issued by the Authority. Altogether, the
Authority attaches great importance to prompt and
correct information. Therefore it is gratifying that our
news publication "KonkurrenceNyt" received positive
assessment in the reader survey that was conducted
in 1998.

Equally gratifying was the result of the survey made
among undertakings and advisors that had had
dealings with the Competition Authority. The survey
reflected a high degree of satisfaction in most areas,
also compared to other similar surveys. However, this
does not mean, that there is no room for improve-
ment. Therefore we have initiated efforts to streng-
then the quality in the decisions.

The productivity of the Authority has rose further in
1998. Despite the large increase which was achieved
last year.

I am pleased to record that during this busy and exci-
ting year, the Competition Authority has lived up to
the agreement that was made in the first actual per-
formance contract.

Copenhagen, May 6, 1999

Finn Lauritzen
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The overall strategic goal for the Competi-
tion Authority is, to contribute to a strong
national economy in favour of business and
consumers.

Competition policy is an important and cen-
tral part of industrial and business policy.

It is to ensure wellfunctioning markets of go-
ods, services and capital. It is an important
part of the framework conditions for the
public/private interaction, and it is coordi-
nated internationally with a view to ensuring
all undertakings good international competi-
tive conditions. Strong domestic competition
has a positive influence on undertakings
which will thereby be prepared to meet
competition in the export markets.
The Danish competition legisla-
tion is modelled upon the same
prohibition regime as in most
other countries and in the EU.

It is the aim of the Authority to
administer the act so as to make

The Competition Authority is an
agency in the Ministry of Business
and Industry.

The Authority performs secretariat services for
the Competition Council, the Committees on
Electricity Prices and Heating Prices and advises
on procurement and state aid.

The most important acts in relation to the
Competition Authority:

Competition Act, Act No. 384 of 10 June 1997

The Danish Electricity Supply Act, consolidated
Act No. 632 of 1 July 1996 as amended 12 March
1997

The Heat Supply Act, Act No. 382 of 13 June 1990
Act on Complaints Board, consolidated act on the
Complaints Board for Procurement, Act No. 1166
of 20 December 1995

Act on Tenders, Act No. 216 of 8 June 1966 as
amended 19 December 1989

EU directives on procurement of services,
purchase of goods, construction industry, etc.

Mission Statement
Competition prevents abuse of power.

Strategy on Competition Policy

Competition promotes welfare and renewal for the benefit of consumers and

competition in Danish trade and
industry at least as tight as in
other small European countries.
On this background, a mission
statement and a strategy of
competition policy have been
formulated for the Authority.

business.

Therefore the aims of the Competition Authority include:

e equal competition opportunities for all undertakings

e consideration of competition to be included in political decisions

e efficiency and reasonable prices in areas where competition is not possible

These aims are obtained through:

In 1997, the Authority restruc- e consistent and efficient case handling
tured the organisation in order e intervention against restrictive trade practices
to become more flexible and e analyses at a high professional level

development oriented. With the

e communication of competition messages
e international cooperation

project- and network-oriented
organisation, a breakaway from
the previous traditional office
structure has taken place. This
has increased productivity, de-
velopment capability, the degree
of specialist competence and
staff satisfaction.

serviceminded interaction with undertakings and consumers, organisations
and authorities

qualified servicing of the Competition Council and the Energy Price
Committees

constructive cooperation with the department concerning analyses, policy
development and ministerial servicing

The Competition Authority shall be competent, serviceminded and in the lead.
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1.1 COMPETITION PROMOTION

New Competition Act

With the new Competition Act, which came
into force on January 1, 1998, Denmark in-

troduced the same principles of competition
regulation as in the EU and in the majority

of industrial countries, the socalled prohibi-
tion regime. The starting point is that agree-

ments restraining competition are prohibited.

This also applies if dominant undertakings
abuse their strength to restrain competition.
The Danish Competition Act does not in-
clude provisions on merger control.

The Act entails a "de minimis" rule for
agreements. The main rule is that agree-
ments are not covered by the prohibition if
the aggregate turnover of the participants is
below DKK 1 billion, and the market share
concerned is below 10%.

Anti-competitive agreements may on certain
conditions be exempted from the prohibi-
tion. Undertakings may also apply for a sta-
tement that the agreement or the practice of
the undertaking is not covered by the Act

(a negative clearance).

Violation of the prohibition of the Act may
be punishable by fine determined by the
courts. It is expected that the level of penalty
will be substantially higher than was the case
under the previous Competition Act.

Notifications under the transition rules
The Act incorporates a transition rule. This
will ensure that anticompetitive agreements
that were in force at the time of implementa-
tion of the Act do not suddenly become pro-
hibited. If the parties submitted their agree-
ments to the Authority prior to July 1, 1998,
they may be maintained until they have been
evaluated under the stipulations of the new Act.

By July 1, 1998, the Authority had received
notifications concerning 1,070 agreements.
This was more than anticipated. The majo-
rity of the notifications were received in the
last days up to July 1. The distribution of the
agreements on trades is reflected in the table
below.
The Authority gives priority to handling the
notifications so that three circumstances are
of particular importance:
» whether the case is of major social impor-
tance,
e whether the case may constitute a model
for a certain number of similar cases, or
« whether it is of importance that a prompt
decision be made.
The Authority has drawn up a plan for hand-
ling these agreements. The plan allows for the
fact that in the beginning the number of prin-
cipal — and thereby also more labour inten-
sive — cases will be relatively higher. The ob-
jective is for the "bulge" of old agreements to
be carried through in a maximum of 3'- years.

Notified agreements under the transition rules Number of
in the Competition Act agreements
Trade:

Agriculture 53
Food, beverages and tobacco industries 70
Chemical industry 45
Other industries 54
Power, gas and heating supply 115
Construction industries 77
Wholesale trade and provision of goods 76
Retail trade 70
Post and telecommunications 68
Banking and financing 123
Insurance 106
Real estate admin. and trade, business service 44
Entertainment, sports, etc. 79
Other trades 90
Total 1070
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Production figures, competition cases

1995
Number of new cases 717
Number of concluded cases
Of these:
Proper Council decisions 57
Executive Committee decisions1) 47
Cases of information for the Council 104

Strictly Authority cases

1996 1997 1998
835 909 2406
657 766 960

48 40 68
49 21 -
105 117 75
455 588 817

1) Note: Under the new Competition Act there is no Executive Committee.

Decisions

Decisions of cases of a fundamental or signi-
ficant financial importance rest with the
Competition Council. The Competition Aut-
hority is in charge of the day-to-day admini-
stration of the Act, the preparation of cases
to be submitted to the Council and on behalf
of the Council it decides cases in accordance
with practice or in accordance with guide-
lines set out by the Council.

In 1998, the Competition Council held 10
meetings. At these meetings, the Council
made decisions in 68 cases. The Authority
made decisions in 960 cases.

The substantial increase in the number of
competition cases in 1998 is mainly caused
by the many notifications of agreements
under the transition rules of the new Com-
petition Act, see further details in the table
above. The new Competition Act has also
involved a higher number of cases being
submitted to the Council for the purpose of
determining practice. Below are some fun-
damental decisions in the main areas of the
Act.

Cartel cases

Towards the end of the year, the media
reported on possible cartel activities in the
building and construction sector. In late
1998 and early 1999 the Authority

received more than 100 confessions from
undertakings in the electrician trade which
participated in illegal co-ordination of ten-
ders. In connection with the disclosure of the
cartel, the Authority for the first time made
use of its possibility to conduct unannounced
control inspections with undertakings.
Shortly afterwards, several major under-
takings chose to show their hands and con-
tribute towards clearing up the matter.

So far, the work of clearing up has demon-
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strated that co-operation within tender car-
tels has been extensive. The Authority gives
high priority to the work of disclosing the
tender cartels and will allocate substantial
resources to this work also in the coming year.

Agreements

According to the new Act the undertakings
themselves have to document that anticom-
petitive agreements offer such benefits that
they should be allowed. The four require-
ments of the Act in order to be exempted
from the prohibition of the act are that the
agreement:

contributes to improving the efficiency of
production or distribution of goods or
services etc. or to promoting technical or
economic progress

allows the consumers a fair share of the
resulting benefits

does not impose on the undertakings con-
cerned restrictions which are not indispens-
able to the attainment of these objectives,
and

does not afford such undertakings the pos-
sibility of eliminating competition in respect
of a substantial part of the products or ser-
vices etc. in question.

This has involved prohibition of several
agreements that were acceptable under the
stipulations of the old Act. In spring 1998,
the Authority published guidelines concer-
ning the prohibition against anti-competitive
agreements.

The Council has considered agreements and
bye-laws of trade associations. Guidance by
trade associations may often involve special
facilities for the members of the association
and a rationalisation of routines. This may
benefit customers. But at the same time
there is a risk that competition on, say, price
and quality is restrained. Therefore the bene-



ficial effects must be balanced against possi-

ble harmful effects on competition. The Council decided that three wholesalers in the field of pharma-
In one concrete application, the Council has ceuticals are to discontinue a concerted practice. The wholesalers
used the same scale of discount on the sale of non-pharmaceuti-
cals to dispensing chemists. The Council made a point of the fact
that the concerted practice removes the incentive of competition

indicated that the bye-laws or regulations of
a trade association will not generally be cove-

red by the prohibition rules of the Act, in the among the wholesalers. Each individual wholesaler should himself
event that: determine his discount rates on the basis of his own circumstances
* they do not include regulations on common of expenditure.

prices, discounts or terms of payment, The Council prohibited recommended prices of raw wood agreed

between an association of major forest owners and an organisation

* they do not significantly impair buyers’ o . N £
of woodworking industries. The price lists were very detailed and

_pO_SSIbIIItIeS’ very specifically laid down differences in wood prices in individual
* itiis voluntary for the members to follow districts of the country. The prohibition did not apply to circulation
the regulations. of price statistics.
If all of these conditions are not met, the The Council also decided that the local association branches under
bye-laws have to be considered specifically. a trade association shall cancel their agreements on prices and

limitation in the possibility of advertising. The agreements had to
be cancelled because competition in the trade was limited by the
overall effect of these agreements.

The main principles are underlined in a
number of concrete decisions.

Abuse of a dominant position
The Competition Authority often receives

the supply is of significant importance to

complaints that one undertaking refuses to the complaining undertaking,

supply to another undertaking. The starting * the supplier’s reason for his refusal to supply
point for considering these cases is on the is not factual, reasonable, objective, and
one hand the right of the supplier to decide consequently administered.

for himself, with whom he wishes to do Refusal to supply cannot simply be justified
business. On the other hand, a dominant by capacity problems. If capacity problems
undertaking shall not in a non-objective do exist, the undertaking will have to divide

manner obstruct others from doing business.  supplies among the customers according to
A refusal to supply is covered by the act and reasonable, objective criteria.

thus prohibited in the event that: The Competition Council has decided a
« the supplier holds a dominant position in couple of cases on refusal to supply in 1998
the relevant market, where these criteria were laid down.

Montana Mgbler ordered to supply

The Competition Council has ordered that Montana Mgbler deliver bookcases to the furniture store of P. Lindegaard
Poulsen of Odense on the general terms and conditions of the company.

The Council found that by refusing to supply to Lindegaard Poulsen, Montana Mgbler had abused its dominant position

in the market for exclusive furniture. In this market, Montana Mgbler has a market share of between 25 and 40%, which
under the Competition Act does not in itself constitute a dominant position. However, the company substantiates its high-
quality concept by fixing recommended consumer prices. These prices include high retail markups, which the company
seeks to maintain by fixing recommended discount rates towards furniture stores. Montana Mgbler encourages dealers to
contact the company if they wish to change these rates. The Council found that this conduct could only be practised by a
dominant undertaking.

The Council ordered Montana Mgbler to supply to Lindegaard Poulsen that has an obvious commercial interest in stocking
Montana bookcases.

Aalborg Portland’s prices for cement

Upon an assessment of Aalborg Portland’s prices for cement in the Danish market, the Competition Council found that it is
not substantiated that Aalborg Portland abused its dominant position.

Aalborg Portland is the only Danish cement producer. The company has a market share of approx. 85% and has a dominant
influence on production and sale of cement in the Danish market. The remaining part of consumption is covered by two
minor cement importers.

Aalborg Portland exports approximately half of their cement production, at approximately 50% of the price charged to
their Danish customers. Moreover, most of their exports are for distant countries, whereas exports to nearby countries
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(Germany, Sweden and Norway) constitute only a minor part of the company’s production. There are no imports from these
countries, either.

It was pointed out that Danish cement prices do not differ significantly from prices in the surrounding markets. The
Council also pointed out that there are no barriers of any technical or legal nature which prevent increased imports from
cement producers in other countries.

Car dealer mark-ups on sale to other EU-citizens

The Competition Council has ordered the Association of Danish Car Dealers (Danmarks Automobilforhandler Forening
(DAR)) to specify to the members that even though pricing is free, it is not allowed to encourage a general practice of
claiming a higher price merely because the buyer resides outside Denmark.

The order follows a complaint referred by the European Commission for consideration under the Danish Competition Act.
In a circular, DAF had indicated that the individual freedom of the members to lay down prices and discounts could be
taken to mean that they were at full legal liberty to set a higher mark-up on sale to non-Danish EU citizens.

Bang & Olufsen ordered to supply

The Competition Council has decided that Bang & Olufsen — on general terms and conditions — shall sell its products to
eight selected stores in the Merlin chain and to one Electronic World store.

With reference to its dealer conditions, B&O had refused to enrol the stores as dealers of B&0O products. In order to

be able to sell B&O products, Merlin had developed a "shop-in-shop" concept that was to meet the general dealer
requirements of B&0O. However, B&0 had referred to the fact that the wish to sell B&0 applied only to a few of the stores
of the Merlin chain. B&0O have appealed the decision.

Scandlines’ truck discounts

The Competition Council has decided that Scandlines’ truck discounts were distorting competition and were prohibited.
The Competition Appeals Tribunal set aside the decision.

In the opinion of the Council, Scandlines held a clearly dominant position in the ferry market in Denmark and to and from
Denmark. Scandlines had a market share in this market in excess of 50%.

The Council found that there was a separate market for ferrying of trucks with two end-to-end ferry crossings. This is due
to the fact that Scandlines had special, favourable price conditions by selling tickets for two crossings (combination
tickets) compared with the price and discount conditions applying to the sale of one-way tickets.

The Council was of the opinion that in order to remove the distortion of competition, the company had to change price and
discount conditions for combination tickets so as to allow a bigger scope for competition. Scandlines should not have the
possibility of abusing the monopoly on the Baltic or the dominant position on all other crossings to inflict unreasonable
conditions upon its competitors.

However, the Competition Appeals Tribunal did not find that there was any basis for assuming the existence of one market
for combination ferrying in Denmark and to and from Denmark.

All of the cases will "stand or fall" with the
way in which the relevant market is delimi-
ted. The Competition Authority therefore
accounted in detail for the delimitation of
the relevant market in a guideline published
in 1998.

cases a more informal application has been
submitted, since the Council has wished to
reserve publicised applications to cases of
fundamental importance. The Council issued
a guideline which accounts in detail for the
Competition Act and the public sector.

Public activities

The ownership is of no significance to the
competition-law assessment. However, it is of
significance whether a business activity is
subject to public regulation. This is the case
whether the regulation applies to a private or
a public enterprise. If the regulation involves
harmful effects on competition, the Compe-
tition Authority may contact the authority
concerned and draw attention to the harmful
effects of the regulation. Such application
may be made public.

During the past year the Council has publis-
hed only one application. Moreover, in some
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The Competition Authority and Section
20 of the Act on Charge Cards

In 1998, in co-operation with the depart-
ment of the Ministry of Business and Indu-
stry and the National Consumer Agency of
Denmark, the Competition Authority imple-
mented a survey and analysis which has led
to the submission of a proposal on amend-
ment of Section 20 of the Act on Charge
Cards. The background for the proposal is an
increasing desire to be able to use the charge
card in connection with electronic trade, in-
cluding trade via the Internet. The bill was
enacted in April of 1999.



The amendment means that the Competition
Authority shall have powers to interfere in
the event of unreasonable fees, etc.

User survey of case handling

and services

In the second half of 1998, the Authority
carried out a user survey in the field of com-
petition. Attorneys, undertakings and associ-
ations that had had cases decided by the Au-
thority within the past 12 months were asked
about their opinion of the Authority’s case-
handling, services and professional standards.
The user survey provided the following main
results:

In general, the outcome of the study is consi-
dered as good, particularly in the actual
areas of duration of case handling and
service level, where user satisfaction is the
highest.

In some areas, trade awareness and legal and
economic competence, user satisfaction is
lower. It is very likely that it will be difficult to
increase the satisfaction rate of the Authority’s
trade awareness as undertakings will always
have higher knowledge than the Authority.
For the coming period, the Authority has
opted for an improvement of the legal and
economic competence. Over a span of 3-4
years, it is the objective that the average user
satisfaction in the areas of financial compe-
tence and legal competence shall exceed 70%.
The user survey will be conducted again in
1999 and expanded to include the areas of
energy and public procurement.

The EU-area

The Authority is a member of the Advisory
Committees, which the EU Commission is
to consult prior to making decisions in com-
petition and merger cases. Moreover, the
Authority assists the Commission when it
conducts unannounced control inspections
with Danish undertakings.

With the new Competition Act and the plans
of the Commission to increase decentralised
application of the EU regulations, a strengt-
hening has taken place of the co-operation
between the Competition Authority and

the Commission, which in several cases

has transferred cases to the Competition
Authority.

The decisions of the Commission serve

to prove that undertakings, which do not

User survey 1998 Positive or Negative or
very positive very negative
replies replies
Subject: e per cent of total -------
Duration of case handling 70 28
Reasoning sufficient 72 28
Information before decision 67 27
Impartiality of Authority 56 35
Getting in touch by phone 96
Returning calls 96 2
Service level in general 84 8
Intelligibility of letters 92 8
Legal competence 62 30
Economic competence 53 24
Trade awareness 46 40

observe the competition regulation, are dealt
with efficiently. Thus, the Commission has
imposed large fines i.a. on Danish underta-
kings that violated the EU regulations on
prohibitions against anti-competition agree-
ments and abuse of a dominant position.
The merger area saw an increase in the num-
ber of notifications to the Commission of
planned mergers. The majority of the mer-
gers will be approved by the Commission,
possibly subject to various structural under-
takings, for instance, divestment of certain
specific activities. The Authority participates
in the hearing of a number of the cases in
the Advisory Committee.

The DAF case

A complaint to the Commission concerning a circular of the Associa-
tion of Danish Car Dealers (Danmarks Automobilforhandler Forening
(DAF)) concerning dealer mark-ups from 1998 was referred to the
Competition Council, which made a decision in the case. The Com-
petition Council ordered DAF to issue a correction circular concer-
ning dealer mark-up in connection with sale to other EU citizens. In
the circular, DAF was to point out to its members that even though
in principle they are entitled to fix their own prices and mark-ups, it
does not mean that they are entitled as general practice to claim a
higher price merely because the buyer is residing outside Denmark.

The preinsulated pipes cartel

In the case concerning the preinsulated pipes cartel, ten European
producers of preinsulated district-heating pipelines were fined a to-
tal of 92.21 million ECU (approx. 690 million DKK), because they had
entered into a secret price and marketing agreement in violation of
the prohibition against anticompetitive agreements — Article 81(1)
EC. The cartel included the following undertakings with production
plants in Denmark: ABB, Lggstgr Rgr A/S, Tarco Energi A/S and
Dansk Industri A/S.

Annual Report and Accounts



OECD

The Competition Authority is participating
in the competition committee of the OECD
and in three working parties under the com-
mittee. They deal with competition and regu-
lation, international co-operation and trade
and competition

The interaction between trade policy and
competition policy has received substantially
higher priority with the OECD, and should
also be seen as an input to the work taking
place within the WTO on the same subject.
In 1998, the OECD issued a recommenda-
tion on hardcore cartels. It is to encourage
co-operation among competition authorities,
so that together they may combat restrictive
trade practices internationally. This particu-
larly applies to violations such as price fixing
agreements, market sharing, etc.

The OECD has initiated a survey of deregu-
lation systems and reforms in individual
OECD countries. The project is described as
"the Regulatory Reform Review". As part of
the project, Denmark will be assessed by the
OECD in 1999. Preparations started as early
as 1998 where the Authority — together with
a large part of the central administration —
has contributed with input to the OECD
report on Denmark. It will be published
before the end of 1999.
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1.2 PUBLIC PROCUREMENT
AND STATE AID

The Authority is monitoring that the EU
public procurement rules are observed. The
monitoring takes place, i.a., by the Authori-
ty’s receipt of complaints from undertakings
and organisations concerning tenders for
public procurement. The number of compla-
ints handled in 1998 was 61. If there are
sufficient grounds for suspicion, the Autho-
rity contacts the principal concerned and
through negotiations attempts to legalise the
procedure. If it is not successful, the Autho-
rity may submit the case to the Complaints
Board for Public Procurement. The Autho-
rity has no formal decision making compe-
tence in the area of public procurement.

EU initiative

In 1998, the EU Commission announced
what is going to happen in the years ahead
for the purpose of opening the national pub-
lic procurement markets to competition from
suppliers from other member states. The
principal lines in the announcement are
focused on specifying and simplifying the
code of practice, making the procedures
flexible, strengthening the enforcement of
the rules, and stimulating the application of
electronic communication. In addition, the



member states and the European business
sector are encouraged to contribute actively
towards these objectives.

The Authority has anticipated this develop-
ment. In 1996, an initiative was implemented
the purpose of which is to improve the op-
portunities of Danish business life to have

a share of public procurement contracts in
other countries. Undertakings are often
encountering barriers when they submit ten-
ders for public procurement abroad. In such
events the Authority is ready to assist in en-
suring that public procurement rules are ob-
served. The initiative is based on the close
contact of the Authority with the competi-
tion authorities in eight other countries and
with the Commission.

One of the reasons why public procurement
cases across borders come up is that the
rules are interpreted differently. In 1998 the
Authority initiated a pilot project with parti-
cipation from six EU member states with the
purpose of ensuring a more unilateral under-
standing of the public procurement rules.
This also includes development and testing
of models for better enforcement of the rules
in the individual counties. The Commission
supports the project and in its abovementio-
ned announcement referred to the project

as the first attempt towards having a well-
functioning single market for public procure-
ment.

State aid

The Authority offers advice to the authorities
concerning issues of state aid and may pro-
vide recommendations but it cannot make
decisions. It is up to the Commission and
the Court of Justice to make the final deci-
sion as to whether a given arrangement cons-
titutes state aid, and whether such an arran-
gement may be approved.

In connection with the advisory function, an
advisory group has been established where
the Ministry of Foreign Affairs and the Mini-
stry of Justice have fixed seats. Other mini-
stries participate on an ad hoc basis.

In addition, the Authority holds the chair-
manship and serves as secretariat in the
"crossministerial state aid group". A majority
of the ministries are represented in the group
which has been established to ensure experi-
ence exchange in the area, among

other things.

In 1996, the Commission took the initiative
to rearrange the state aid control with a view
to making a more transparent, coherent and
efficient policy.

1.3 ENERGY PRICE COMMITTEES
The provisions in the Danish Electricity
Supply Act and the Heat Supply Act concer-
ning price fixing and supply conditions for
power, district heating and natural gas are
enforced by the Competition Authority. De-
cisions are made by two committees, the Ele-
ctricity Price Committee and the Gas and
Heating Price Committee, that have been set
up by the Minister for Environment and
Energy. The Authority presents cases invol-
ving fundamental and new problems to the
two committees.

The Energy Price Committees may interfere in
prices and conditions if they are unreasonable,
if they are fixed in violation of the "non-profit"
principle, or if they are assumed to lead to an
application of energy that is uneconomical to
society.

In 1998 considerable efforts were put into
the preparation of the coming energy reform.
In this connection, the Authority participated
in a number of crossministerial committees.
In June 1998, the Authority published a re-
port on Competition in the Energy Sector,
and in December a report on benchmarking
was published.

Production figures energy acts

1995 1996 1997 1998
Number of new cases 403 516 439 684
Number of completed cases -- 450 423 388

1998 saw an increase in the number of new
cases whereas the number of completed ca-
ses declined. In 1998, the unit for energy
gave high priority to the work with the
energy reform and it had to transfer resour-
ces to this work from case handling.

Electricity

In the electricity area the majority of the
work was concentrated on making the libera-
lisation process function.

In a liberalised electricity market, the so-cal-
led system operators play a vital part. The sy-
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Reader survey

stem operators are to determine prices of the
main transmission network and lay down
conditions for access to the network. Legisla-
tion requires the system operators to act in-
dependently of commercial interests in the
remaining electricity area. The Electricity
Price Committee therefore carefully followed
the actions of the system operators in order
to ensure that no commercial confusion was
made with production and distribution inter-
ests.

The Committee has dealt with the price fix-
ing of the two system operators in the main
network. First of all, they dealt with the price
fixing for the so-called balance power and in
addition a specific assessment of the price le-
vel of the secondary network which is made
available to the system operators.

Both system operators have chosen a tariff
model according to which the entire network
is considered as a whole where payment has
to be made in order to get into and to ex-
tract from the network. In spite of this, the
system operators fixed tariffs for the sea-bed
cables to Norway, Sweden and Germany or
on the Jutland border to Germany - the so-
called border tariffs. The Committee instru-
cted the system operators to cancel the anno-
unced border tariffs as the cables there must
be taken to constitute part of the total main
transmission network. However, the Com-
mittee found that it was legal to introduce
special tariffs on those sections of the ne-
twork — including the sea-bed cables — where
there were capacity problems.

The Act enumerates a number of public ser-
vice obligations, the payment for which the
system operators shall undertake to distri-
bute equally on all electricity consumers in
Denmark. This equal payment is ensured
through a distribution of the so-called prio-
rity production to all customers in the areas

Very satisfied Less satisfied Don’t know

KonkurrenceNyt and satisfied and not satisfied and other
_____________ O/ NPNN—.
Overall assessment 91 5 4
Expert content 91 3 6
Layout 81 11 8
Reader survey Very Fairly Don’t know
KonkurrenceNyt reliable reliable and other
Reliability 88 5 7
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of Eltra and Elkraft System, respectively. The
Committee has also assessed the price fixing
for this so-called priority production.

Gas and Heating

In the area of gas and heating a number of
different types of cases has been dealt with.
Here we wish to mention only one case which
both in 1998 and earlier had significant im-
portance for the district heating area.

The Committee has decided that in the event

of delivery of hot water from one producer to

another producer or distributor, the price

shall not exceed the lowest of:

« either the costdetermined price with the
supplier

 or the substitution price that may be calcu-
lated at the buyer’s own production or pur-
chase from third party.

1.4 INFORMATION AND
CONSULTATION

Early in 1998 the Authority’s homepage
www.ks.dk became the primary source of in-
formation from the Authority. All decisions
from the Council and the Energy Price Com-
mittees are normally published in full - in-
cluding detailed particulars of cases — on the
homepage. Publication on the homepage ta-
kes place, immediately after the cases have
been decided.

Other information is also published on the
homepage — and only on the homepage. Such
information includes i.a. decisions by the Ap-
peals Board of Competition, decisions from
the Complaints Board for Public Procure-
ment and the merger statistics of the Autho-
rity. Moreover, on the homepage it is possi-
ble to find all Authority publications, at the
latest at the same time as they are published
on paper.

The media have an important role when the
public is to be informed about the activities
and decisions of the Authority. Press releases
are therefore used extensively.

In 1998, a consultancy agency implemented
a survey of the news magazine of the Autho-
rity “KonkurrenceNyt”. The overall impres-
sion of the survey was positive, both in rela-
tion to credibility, expert content, intelligibi-
lity and layout.

The main results of the survey are summed
up in the table to the left.



The aim of the Authority is to maintain the
positive image at the next survey, which will
be repeated in the year 2000 at the earliest.
The new Competition Act has been accom-
panied by, i.a., the publication of a number
of detailed guidelines, and in 1998 in the
area of public procurement the Authority
published, i.a., an exhaustive aggregate gui-
dance on the EU public procurement directi-
VES.

1.5 PROJECTS AND STATEMENTS
A major part of the development work of the
Authority is made in projects where the Aut-
hority analyses fundamental problems in va-
rious fields of responsibility. It is anticipated
that this approach to the cases will lead to a
more efficient utilisation of resources, as the
Authority will have a better basis for its day-
to-day case handling by means of the project
outcome. The outcome of projects will be
published in the usual manner. 14-15 full-
time equivalents are currently set aside for
projects.

In 1998, 8 projects were concluded:

Projects concluded in 1998

e Competition in the energy sector

e Public transport

e Co-operative societies

e Price discrimination

e Pharmaceuticals

® Energy price statistics/benchmarking

e Waste disposal

e Two booklets on agreements and abuse of
a dominant position

At the start of 1999, 8 projects were under
preparation:

Projects under preparation end of 1998:
Measuring of competition intensity
Natural monopolies

Competition pressure and ability

State aid

Competition in the food sector
Competition report 1999

The asphalt trade

Sports rights

The Competition Statement, which is going
to be published annually in future, describes
relevant competition-political problems illu-
strated by examples in international as well

as in Danish connections. Subjects selected
are those of significance to the quality and
understanding of the work of the Competi-
tion Authority, plus theoretical and practical
circles of problems for the framework condi-
tions of trade and industry.

The aim in the performance contract for
1999 is a statement with important analyses
of a good exchange quality. The target gro-
ups are interested economists/legal consul-
tants and generally interested citizens.

The first Competition Statement was publis-
hed in December 1997 and the second in
May 1999.

Analytical chapters in Competition
Statement 1999

e Future focus of competition policy

® Measuring competition intensity

e Limitations and opportunities of the PBS-
system

e Competition and public enterprise in the
Nordic countries

e Concentration in the foodstuffs trade

e Competition rules and international trade

e Benchmarking as an instrument in
competition policy

e State aid — effects on competition and
efficiency

e Public transport and competition

1.6 PRODUCTIVITY

In 1997, the Authority introduced a system
for computation of productivity of the indivi-
dual units and the Authority where 1996 was
the point of departure for the computations.

For the units of the Authority, figures of pro-
duction are weighted and shown in relation
to the time consumed. After a substantial in-
crease in productivity of 13.5% in 1997,
1998 showed a further increase in producti-
vity of 6.9%.

Productivity level 1996 - 98
Authority - index 1996 1997

Average productivity 100 113,5
Increase on previous year 13,5%

1.7 DURATION OF CASE
HANDLING

Starting in 1999, the time spent on case
handling is computed on different groups of
cases which affect external partners/users
and where the Authority has had a decisive

1998

121,4
6,9%
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influence on the duration of the case handling.
In the long term, the aim is that the duration
of the case handling in 90% of cases shall be
below the fixed number of months (cf. table).
For 1999 the objective is that the duration of

Aim 1999 for duration of case handling

Average case
Duration of case handling

Type of case Number
of months

Competition cases:

Council cases 15.6

Authority cases 5.0

Energy cases:

Committee cases 7-9

Authority cases 4.0

Procurement cases:

Cases EU initiative 3.6

Complaints cases 2.4

Informative statements 1.1

the case handling shall be less than the fixed
number of months for at least the same per-
centage of the cases as was the case in 1997.
In concrete figures the objectives for the du-
ration of case handling are as follows:

Maximum
Duration of case handling

Number Performance Long-term per-
of months target in 1999 formance target
18 61% 90%
12 73% 90%
12 86%
8 89%

Statement of Revenue and Expenditure divided into main objectives of the Finance Act

Million DKK 1998-prices

1. Competition promotion

2. Public procurement and state aid

3. Energy price committees

4. Assistance

5. General management and administration

Total
Net total
Revenue for the year

1.8 ECONOMY AND
PERFORMANCE RESULT

In 1998, the Competition Authority’s budget
was a total of 65 million DKK and the pro-
fits for the year a surplus of 3.2 million DKK
to be carried forward to 1999.

The accumulation is very much due to a dif-
ferent consumer pattern that originally anti-
cipated for two initiatives in the area of pro-
curement. One concerns assistance to Da-
nish undertakings that encounter problems
in relation to public procurement in other
EU Member States. The other is a pilot pro-
ject that is to ensure unilateral use of the
public procurement rules within the EU.
The accumulation of the Authority should
also be seen in connection with some degree
of uncertainty in relation to the amount of
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Expenditure Revenue Net Expenditure

22.8 0.2 22.6

7-9 - 7-9

5.5 4.0 1.5
14.8 - 14.8
10.8 10.8
61.8 4.2 57.6

- 60.8 60.8
61.8 65.0 3.2

revenue at the control of the electricity com-
panies which makes it appropriate to have
some reserves.

Moreover, the profit is due to the fact that a
planned net staff intake has seen slower
progress than anticipated. Finally the Autho-
rity has postponed a number of purchases
and interior decoration works as a consequ-
ence of considerations to move to other pre-
mises. The majority of the accumulated capi-
tal is expected to be applied in 1999.

On this background, the financial result is
considered to be satisfactory.

In 1998, the Authority for the first time entered
a proper performance contract with the depart-
ment of the Ministry of Business and Industry.
In the performance contract a number of
objectives were determined, which the
Authority would have to meet in its work.



The performance result is considered to be
satisfactory as 21 out of 25 objectives were ful-
filled and the last four were partly fulfilled.

1.9 ORGANISATION AND STAFF

Organisational change

In 1997, the Authority changed the organisa-
tion in order to make the company culture
more development oriented. Through project
and network organisation, teamwork, increa-
sed crosssectional co-operation between the
units, and higher internal mobility it was and
is the intention to improve productivity, de-
velopment capacity, the overall professional
level, and employee satisfaction.

In connection with the organisational
change, an organisational and staffpolitical
objective was formulated.

Objectives of organisation and staff policy
The Competition Authority is aiming at a pro-
ject- and network-oriented, learning organisa-
tion which constantly allows for the changing
needs of the external environment, and where
responsibility and competence is widely dele-
gated. Employees have an individual responsi-
bility for their own development and shared re-
sponsibility for the tasks and the development
of the Authority.

The organisation and staff policy is to contri-
bute towards a good workplace which promotes
the objectives of the Authority and meet the
requirements and expectations of society. The
Authority is to maintain and attract skilled
employees and be characterised by high
efficiency, quality and job satisfaction.
Management will build on clear objectives and
requirements of the individual and set a good
example so that interactive co-operation is sup-
ported.

Renewal of staff policy

On the basis of the staff policy objective, 1998
saw the launching of many vessels. Executive
assessments have been introduced as a basis for
executive development, agreement was made
concerning pay policy for the Authority, a new
qualification assessment system was introduced
which forms the basis for pay determination
and competence development, and a perform-
ance-related pay system was introduced. A sen-
ior policy has been determined and the usual
retirement age has been fixed at 67. Moreover,
the Authority has initiated the implementation
of a number of group personnel policy require-
ments of the quality of recruitment.

Survey fulfilment of objectives

Main objectives of

performance contract: Met Partly met Not met

1. Development
A. Strategy, organisation and
management
B. Human resources
C. IT-application
D. Product development
2. Business system
3. Society
4. Users

,r NN »r »r Ul D

Total 22 4

In 1999, the Authority will not implement
large new staff projects but will work on pro-
viding roots for the many new measures, in-
cluding in particular a follow up of the com-
petence development of employees.

Composition of staff

At the end of 1998, 104 persons were em-
ployed, with a distribution of 46 women and
58 men. In addition, 4 trainees were em-
ployed and two employees were on leave. In
the administrative officer group (members of
the Danish Confederation of Professional As-
sociations) the share of female employees is
up from 33% in 1996 to 39% in 1998.
Other groups only saw slight variations.

In the table below is a survey of the number
of employees at the end of 1997 distributed
in the working areas of the Authority.

Staffing year end Number of employee
(excl. Trainees) Year end
by working areas 1998
Competition Act 35
Procurement and State aid 10
Energy acts 17
Legal, EU and international 7
Projects 14
Administration 17
Management,

Council and information 4
Total 104

Composition of staff 1998

executive 12%
consultant 6%

office assistant 34%

administrative officer 48%
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The composition of employees has changed
slightly during the past years. There are rela-
tively fewer office assistants and more profes-
sionals. This is mainly due to an expansion of
the number of employees where primarily
graduate professionals have been employed.
The number of executives has been constant
during the period, but will drop by one in
1999.

The present distribution between graduate
professionals and office assistants is conside-
red appropriate.

Basic training of graduate professional staff 1998

legal consultant 36%

MSc (economics/social science) 36%

other 7% L
MSc v (economics/finance) 12%

MSc (economics and business
administration/law) 6% MSc (economics and

business administration) 3%

Composition of education

The composition of the graduate professional
staff at the end of 1998 is that of 48% eco-
nomists, 36% legal consultants and 16%
other education in social science, cf. figure.
The share of legal consultants has gone up
from 26% of the graduate professional staff
in 1996 to 36% in 1998.

Over the past three years, the executives have
been made up by 10 economists and 2 legal
consultants.

Supplementary training and
competence development

New senior officers go through a basic trai-
ning, which in the course of the first 30
months’ employment involves compulsory
participation in an introductory course,
courses on meeting and negotiating tech-
niques, case handling and administrative
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law and the relations with Folketinget, the
Danish parliament, etc. Moreover, two lan-
guages have to be mastered, one at negotia-
ting level and one at reading level.

The total time consumption for employees
has been an average of approx. 3% of the
total prescribed working hours. In 1998 the
time consumption was as follows:

Training activities in % of working hours

(time registration) 1998
Senior officers and consultants 3.8%
Office assistants 2.4%
Total 3.3%

Direct expenses (exclusive of pay) for sup-
plementary training and competence devel-
opment including participation in conferen-
ces in 1998 amounted to approx. 891,000
DKK equal to approx. 8,500 DKK per em-
ployee.

Absence due to sickness

In 1998, absence due to sickness was an
average of 5.3 days per employee. The aver-
age for the central government as a whole in
1997 was 7.3 days per employee.

A contributory factor to the low figure of ab-
sence due to sickness within the Authority is
that the Authority is pursuing an active
sickness policy where conversations are held
with every person who has had more than 20
days of absence due to sickness in the past
12 months.

Number of days of absence due to sickness per
employee (exclusive of Saturdays and Sundays)

The Central
Authority Government
total
1995 7-7 7.1
1996 8.7 6.4
1997 6.2 7.3
1998 5.3 -
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