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Anticompetitive Communication
• Collusion: 

•
 

Coordinating on an Equilibrium
•Cheap Talk
•Directed towards agreement about future conduct 
•Communication about “intended behavior”

•
 

Monitoring of an Agreement
•Information about Past Actions
•“Reducing Uncertainty”

 
–

 
Not quite

•Unilateral Conduct:
•

 
Information Exchange in Oligopoly

•Conditioning decisions on better information
•Better Price Discrimination

•
 

An Impact on Search Markets??
•Behavioral Effects: 

•
 

The Psychology of Promises



Basic competitive environment
•

 
As in other countries a shift from interest rates to other 
transaction fees that are less visible to customers.

•
 

Since customers are less price sensitive to such fee 
changes (because they are not perceived as much) a very 
profitable strategy everywhere. (i.e. comparing offers 
when you do not see all components of the price)

•
 

To increase consumer transparency Bank of Israel 
published index (that at the time does not include all 
fees): There is incentive to have a low fee index for those 
fees appearing in the index and shift fees to ones that are 
not included in the index. Hence, incentive to compete 
on the visible fees and extract rents through invisibles)

•
 

That is a recipe for high fee absent any coordinated 
conduct



What would collusion look like in such 
a setting?

•
 

Collusion problem on those prices that are 
transparent for the consumers, not those in-

 transparent to the consumers!
•

 
Punishment on in-transparent prices (i.e. fees) 
not feasible

•
 

Monitoring of deviations in in-transparent 
prices not a major factor for collusion

•
 

This is an unlikely market to be concerned about 
collusion in fees!



Fee setting
•

 
Fee setting manager would assemble all available information about  
possible fees and competitors

•
 

Much of that was available because of publication
•

 
However, complex and hard to understand. Where fee manager was 
confused he/she would often call counterpart at competitor.

•
 

Fees would be set looking at fees of others. Often observed fees
 

firms 
tried to have lower than competitors. Not so clear for unobserved 
fees. (Reputation of being a high cost/low cost bank)

•
 

Shockingly, banks would raise their fees after observing  
competitors raising their fees. 

•
 

And if competitors made money on a new type of fee they would use 
the information gathered to do so themselves. 

•
 

The competitive story: Contacts with competitors generated 
additional information about the state of demand and therefore 
allowed for better price setting.



Fee Setting Evidence consistent with 
competitive story
•

 
“I would call them on some pretense and in the process 
ask and try to understand whether there’s any discussion 
or intention to perform a rate update over there. In case 
I manage to understand that there’s a high probability 
that they’re going to update then I wait for them to 
introduce the update and then I adjust our fees to be 
number two. In case they don’t intrdouce an update and 
it’s important for us to update fees, then I introduce a 
minor update.”

•
 

“If I feel that there’s a high probabiity that they would 
[update], I usually wait for a week or two. If they didn’t 
introduce I introduce because it is important to do so. 
And hen I expose myself for certain period, during which 
I may be sticking out higher”



The Information Exchanged  

•
 

The Information exchanged is not about past or 
anticipated levels of prices or quantities, costs, or 
demand information.

•
 

Instead it is about:
▫

 
Fee structure (Who pays which fee?)

▫
 

Timing of Fee change (or introduction)
▫

 
It is not pro-active as in classic information exchange: i.e. 
the firm that has the information does not send it to the 
other firm.

▫
 

It is not systematic


 
Why does that matter?



Can the Information Exchanged 
achieve coordination or monitoring?

•
 

Information on timing or direction of price changes does 
not allow coordination on the level of prices.

•
 

Coordination on the timing? 
▫

 
Why would that be anticompetitive?

▫
 

Does that make sense when firms move sequentially? 


 
Evidence shows: when firms review fees some of the 
competitors have moved, some have not. That is not how 
coordinated schemes work!



 
But note: Uncoordinated dates of changes do not imply a 
lack of coordination either!!!



Can the Information Exchanged 
achieve coordination or monitoring?

•
 

How about Monitoring:
▫

 
Price levels are transparent

▫
 

Contacts are about exact transactions prices apply to (i.e. good
 

is 
uncertain) or timing of planned price increases

▫
 

Questions about past price changes: Why did you not change? 
Consistent with the competitive story: I had signal that banks 
have incentives to raises prices. The others did not. What 
information did we miss?

•
 

Absence of evidence for systematic contingent behavior after 
surprises about competitor behavior.
▫

 
“The competing banks have not performed an update till now 
and have recently clarified that at this stage they are suspending 
the intention to increase rates due to low indexes”

 
[…] 

“Regarding action registration fee –
 

due to the high income […] 
the committee decided to position the bank as the most 
expensive”



Does IAA have a Satisfactory Theory of 
Anticompetitive Effects?
•

 
Reducing Business Uncertainty
▫

 
Is the information relevant for monitoring?

▫
 

What is the relevant uncertainty?
▫

 
What is the marginal impact of the information exchange?

•
 

Information exchange raises search costs
•

 
Reducing incentive to search
▫

 
If IE is unobserved by consumers cannot have that effect.

▫
 

What matters in search is changing consumer beliefs, not 
competitor beliefs!!!

•
 

How can one have a theory of the case without a credible 
market definition?



Is there Evidence for Anticomptitive 
“Parallel Pricing”?
•

 
“Evidence”

 
for “Conscious Parallelism”

Q: So when you submitted your update proposal you knew 
that following your update L would also update?
A: That was my working premise
Q: For Leumi, your update was the green light to carry out 
their update
A: That’s right. No doubt, one of the most interesting things in this 
job was to try and guess what the other would do.

“Following the proposed changes, fee rates in Paolim Bank would be 
higher than those of the other banks. It is reasonable to assume

 
that 

the other banks shall follow us and carry out updates”



Can Evidence of Information Exchange 
Help Prove (Tacit) Collusion?

•
 

Can it Communication be the “plus” in a 
“parallel pricing plus” standard?


 
Does IE make it more likely that parallel pricing is 
observed for collusive reasons?


 

Even if there were correlation: Could prices be 
more parallel because of efficiency enhancing 
information exchange?



The Resurgence of Parallel Pricing 
Arguments 

• Greece, Italy, France, Israel (and possibly others) have all in recent 
cases argued that “similar pricing” over time was evidence for 
coordinated conduct 

•There is a pattern of using “information exchange” as the plus for a 
“parallel pricing plus” standard. 

•There is no theoretical or empirical basis in economics to justify such 
an approach

•A lot of the confusion goes back to the question: What is tacit 
collusion?

•The problem: We know next to nothing about the circumstances that 
make tacit collusion likely and even less about the interaction between 
information exchange schemes and tacit collusion.

•However, we know one thing: parallel price movements will be 
observed under competition when costs structures are fairly similar and 
goods fairly homogeneous – something claimed for Israeli banks



Conclusion
•

 
I do not doubt that there has been a lack of competition 
in the Israeli Banking markets

•
 

Past collusion is a justifiable reason for concern
•

 
However, there is no theory or evidence that would 
credibly link the “information exchange”

 
to this 

performance.
•

 
An argument that parallel pricing plus information 
exchange is anticompetitive is not justified!!

•
 

Instead the problem here is clearly on the side of 
consumer transparency, which we have heard is now 
getting more properly addressed.
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