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Belt and braces
ANALYSING MARGIN SQUEEZE ABUSES UNDER ARTICLE 82

Allegations of margin squeeze abuses by a vertically-integrated, dominant firm have been
at the centre of a number of recent investigations by the European Commission (the
Compmission) and national competition anthorities. In this bulletin, we examine the
limitations of tests traditionally applied by competition authorities, and explain how
wider economic analysis can help to enbance their decisions.

There has been a flurry of margin squeeze cases in recent years — mainly in
telecoms — at the national and European level. This reflects enduring concerns
that efforts to establish competitive telecoms markets will be undermined by the
exclusionary conduct of incumbent operators. In a notable example, last year the
Commission found that Telefonica had set its wholesale and retail prices in
Spanish broadband markets at a level that foreclosed downstream rivals, and
fined the company €152 million." And in early 2008, the European Court of First
Instance upheld the Commission’s 2003 decision that Deutsche Telekom had
engaged in an abusive margin squeeze in Germany’s telecoms market.












