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IAA’s allegations


 

According to IAA’s decision and analysis, Israeli Banks’ competition 
state “is from the outset flawed by many continuing competitive failures” 
with high level of concentration, high entry barriers, significant switching 
barriers (CR3 – 74.4%)



 

Two main strategies: (a) a policy of “falling in line” with other banks 
(aversion to being the first to update rates); and (b) maintaining its 
relative position of each bank in the fee index



 

IAA’s evidence on communication focuses on telephone conversations 
between low-level employees seeking to get the existing price lists and 
clarification some items is the lists, and NOT on pricing strategy of future 
pricing. IAA’s decision mention 5 fees out of 300.



 

A system of fee transparency between banks without providing the same 
information to consumers. 



 

There is no allegation of price fixing. Or that the information exchanged 
contributed to changes in pricing or quantity or identity of the fees 
charged. 
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But, 


 

The pricing strategies are rational unilateral 
conduct


 

Israeli banks would recognize their mutual 
interdependence in setting fees, even absent 
IAA’s alleged communication


 

Does it really matter (the information 
exchange)?
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Regulatory based information disclosure



 
Since the ‘90s, regulatory changes were put in place in 
order to achieve  simplification of fees and higher disclosure 
requirements:



 
The banking legislation requires the banks to publish 
detailed information regarding fees, in a way which makes 
this information transparent and accessible to all. Lack of 
transparency in the published tariff is a violation of the 
banks legal duties.



 
In accordance with the banking legislation, the information 
must be published to the public by available and accessible 
means, which includes the bank branches and in some 
cases daily newspapers as well - Banks must display in a 
prominent place in their branches the full tariff fee 
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The provisos of the legislation even required unity in the 
formulation of the table of fees for the primary services 
as well as announcements of changes in the cost of 
credit in current accounts; The exact composition of the 
tariff table for the main services was set out by the 
regulator, with a common formulation among the banks 



 
Banks have to announce future changes in certain fees 
in the newspapers



 
Regulatory requirements to publish pricing information 
on the internet since 2002 

Regulatory based information disclosure 
(2)
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Regulatory based future information 
disclosure


 

The regulation states the methods and times for publishing 
changes in fees: new fees must be approved by the central 
bank. 



 

- for interest rate and management fees: Publicizing the changes 
on the bulletin boards of the branches and in two dailies at least 
two weeks before the actual change is to the effect. This applies 
to changes regarding days of when interest or fees are charged or 
credited, the setting of new fees and changes in the fee tariffs;



 

- Publishing the change on the bulletin board in the branch, 
at least 3 days before the change goes into effect. This refers 
to changes which stem from provisos of the law or the provisos of 
an authorized body, certain changes regarding the rates of 
interest, and the setting of credit frameworks in current accounts 
and their changes;



 

- The publishing of changes up to 3 business days after the 
change, where they refers to the lowering of fees or interest;
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Antitrust consent decree (1985)


 
In 1984, the Antitrust commissioner and the four banks 
reached a “consent decree” with detailed rules of conduct.



 
These rules applied at least up until 2002, when the antitrust 
commissioner at the time sought to cancel the rules.



 
We will find rule four of the “consent decree”: 
“The bank agrees not to transfer information to 
another bank in the areas specified in section 1 
above, and not to consult with it on those matters 
relating to the existing situation or relating to plans 
and intentions in the future. Relaying information 
about the existing situation, that is accessible to 
the bank’s clients or to the general public, at that 
time, shall not be considered a violation of this 
rule.”
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Regulatory based information 
- Summary -


 

Goal: increased competition


 
Outcome: the pricing information became 
easily available for other banks as well


 

Pricing information and even intentions to 
change specific fees became common 
knowledge 


 

The regulation dismisses any possible 
connection between fee setting and the 
alleged conduct
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Empirical evidence


 

Bank fees were not changed 
simultaneously


 

Fees were changed by banks one after 
another
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Simple before and after test - 
Changes in conduct since 2002


 

Regulatory changes reduced the need for 
clarification of fee information


 

Since 2002, a regulatory change requires banks to 
publish pricing information on the internet


 

The internet information is not strategic or forward 
looking


 

Outcome: an almost complete cessation of 
communication between banks on pricing issues


 

Indication: the alleged communication was not 
strategic in nature
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So what we really had?


 

Facilitating practices and strategic behavior of 
the banks,  


 

OR


 
Just sluggish employees who were sent by there 
managers to collect the competitors prices but 
were a too lazy to go to the competitor branch 
and copy the price list. Instead they simply 
called each other and exchanged the 
information
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Who called?
POALIMLEUMI

Discount

Benleumi Mizrachi

Discount
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Conclusion (1)


 

Bank’s employees exchanged public available 
information.


 

Some anecdotal evidence suggest employees 
used this communication to clarify some 
questions on fees charged (few fees out of 300).


 

There is no evidence for causality.


 
There is, however, evidence for causality 
between regulated publication of fees and fees 
changes. 
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Detailed regulation dictates perfect transparency 
among banks, and future changes 
announcements.


 

Once the banks publish detailed tariff, and 
announce future changes, imitation or parallel 
behavior is easy.


 

The real issue regulators and enforcers 
should decide on is what is the desired 
regulation.


 

There is no added value to antitrust law in 
this case.

Conclusion (2)
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Should competition law forbid any 
communication between competitor’s 
employees?


 

What should be the role of regulators in 
promoting and dictating pricing 
transparency?

Conclusion (3)
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What Should be the law and the 
regulation?


 
Type I mistakes – Allowing harmful conduct


 

Type II mistakes – Deterring competitively 
neutral efficient conduct


 

“Type III” Mistake – Dictating and safe harboring 
harmful conduct


 

“Type IV” Mistake – Using limited enforcement 
resources where it can not really improve 
competition 
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Enforcement in oligopolistic markets, 
based on questionable theories is not 
good solid antitrust


 

And when it replaces traditional anti cartel 
activity it is harmful


 

Only 1 cartel case in prosecuted by IAA 
the last 3 years!! (there should have been 
at least 12 for proper deterrence!)

"primum non nocere"
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"primum non nocere"


 

"As to diseases, 
make a habit of two things— 
to help, or at least do no harm."

--- Hippocrates, The Epidemics ---
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