COMPASS LEXECON

Warsaw Conference 2017

Games Economists Play when Assessing Damages

Lessons from cases around the world

25 April 2017

Dr Jorge Padilla



CONTENTS

Cartels are evil

But not all cartels are
born equal ...

The But-for approach
Dealing with the critical voices

Assessing competing evidence

14
28
38

COMPASS LEXECON



The basic model COMPASS LEXECON

COMPASS LEXECON | 2



THE BASIC “BEFORE AND AFTER” MODEL

Price = a + [ - supply + vy - demand +(:,A\:}- cartel + ¢

|

Coefficient of interest:
captures overcharge level
specifically due to
anticompetitive practices
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THE BASIC “BEFORE AND AFTER” MODEL

Price = a + [ - supply + y - demand +A cartel + ¢

|
tol = {1 cartel period }
CATEEE =10  outside the cartel period
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THE BASIC “BEFORE AND AFTER” MODEL

Price = a + B - supply + y - demand +:"//1\‘; cartel + ¢
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THE BASIC “BEFORE AND AFTER” MODEL

Price = a + B - supply + y - demand +:"//1\‘3 cartel + ¢
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THE BASIC “BEFORE AND AFTER” MODEL

Price = a + B - supply + y - demand +:"//1\‘3 cartel + ¢
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THE BASIC “BEFORE AND AFTER” MODEL
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STATISTICAL SIGNIFICANCE

® The regression model provides estimates of the effect of the Infringement on prices (i.e.
point estimates) and the statistical significance of these point estimates.

Point estimate
A It is the best estimate of the impact | | | |

| | | |
of the Infringement on prices AL 2 AU 0

Negative, statistically significant
* Weakly statistically significant

| | | |
* Statistically significant | | | |

At A 0 AvY

* ok % Highly statistically significant

At 0 A AY

Positive, not statistically significant
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STATISTICAL SIGNIFICANCE

Price

Price = a + B - supply + y - demand +:"//1\‘3 cartel + ¢
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STATISTICAL SIGNIFICANCE GAMES
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STATISTICAL SIGNIFICANCE GAMES
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PLAYING WITH TRENDS
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PLAYING WITH TRENDS TO REDUCE THE OVERCHARGE

Price

Linear trend

6 <0

‘1, A=0

Y Time

Cartel period

Price = a + f - supply + y - demand + A - cartel + 0 - linear trend + ¢
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PLAYING WITH TRENDS TO REDUCE THE OVERCHARGE
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Price = a + B - supply + vy - demand + A - cartel + 0 - trend dummy + ¢
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PLAYING WITH TRENDS TO REDUCE THE OVERCHARGE
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PLAYING WITH THE CARTEL PERIOD
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PLAYING WITH THE CARTEL PERIOD
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BACK-CASTING MODEL

Price = a + 8

- supply + vy - demand + ¢
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BACK-CASTING MODEL

Price = a + B - supply + y - demand + ¢
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BACK-CASTING MODEL PRODUCES ABSURD RESULTS

Price = a + B - supply + y - demand + ¢
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CONCLUSIONS

B Fconomists play games to increase or decrease the overcharge
® Same occurs with the pass-trough rate

® These tricks can be spotted

B . incross examination

® . and during a hot tub session

® Judges should reward honest experts and punish those that play tricks
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Aszessing Damages in (Input) Price Fixing Cazes
Exrigue Andren, Jorpe Padilla and Nadine Wasen
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