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Despite the significant role that small and medium- sized enterprises (SMEs) play in the economy, research
has shown that awareness of competition law and its importance is minimal, with very few business owners,
directors and managers, even in the case of larger companies, realising that competition law might affect
their business [1].
SMEs’ play a pivotal role in many economies; they are essential to job creation and economic development. In the UK, at the
beginning of 2020, SMEs accounted for 99.9% of the business population, representing 61% of the total employed population
and 52% of the UK's total turnover [2]. The UK government defines SMEs as businesses with between 0 – 249 employees.
This series aims to provide an initial guide to understand what competition law is and its importance to SMEs, the behaviours
and business practices that are considered anticompetitive, their potential consequences, and practical tips to prevent these
practices.
__________________________________________________________________________________________________________

[1] Why is competition important?

Competition in markets is necessary to encourage lower prices, better services, higher quality goods, and drive innovation and
technological breakthroughs.
Competition law makes it illegal for businesses to abuse their dominant positions (e.g. Google), and mergers between
businesses can be prevented if they might reduce competition (e.g. Sainsbury’s and Asda merger).
__________________________________________________________________________________________________________

[2] What is competition law? Who regulates it?

Competition law is a set of rules that promotes or seeks to maintain market competition by regulating anticompetitive conduct
by businesses. The designated regulatory bodies aim to ensure that businesses compete on a level playing field and are
protected from others acting unfairly.
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In the UK, the relevant legislation is the Competition Act 1998 which prohibits anti-competitive agreements, as well as prohibiting
abuse of a dominant position (this mainly applies to businesses that have a large market share, usually 40% or more).
In the UK, the competition law (also sometimes referred to as “antitrust” or “trade practice” law) regulator is the Competition and
Markets Authority (CMA). The CMA is independent from the government and its aim is to make markets work well for consumers,
businesses and the economy. The CMA carries out investigations (across anti-competitive agreements, abuse of dominance
practices and mergers), conducts market studies, brings criminal proceedings against individuals who commit a cartel offence
and enforce consumer protection legislation.
Other sector regulators in the UK, including the Financial Conduct Authority, the Payment Systems Regulator, the Civil Aviation
Authority and the Gas and Electricity Markets Authority, also have concurrent competition law powers.
_______________________________________________________________________________________________________

[3] Who does it affect?

Competition law affects every business, no matter the size or legal status. There can be serious consequences for businesses and
individuals, including directors, for non-compliance.
__________________________________________________________________________________________________________

[4] What types of behaviour are anticompetitive?

These are some very brief examples and we will expand on these in the series:
•

fixing sale or purchase prices (“price-fixing/bid-rigging”)

•

dividing/allocating markets or customers

•

limiting capacity/output

•

fixing resale prices

•

restricting where (or to which customers) a reseller or distributor can resell the product

___________________________________________________________________________________________________________

[5] What are the potential consequences of breaching competition law?
If you infringe competition law, you could expose yourself, and your business to:
l

heavy fines (up to 10 per cent of a company’s annual worldwide turnover)

l

reputational damage (which can be significant and long lasting)

l

criminal penalties (individuals who engage in cartel activity may be investigated for committing a criminal offence,
prosecuted and sentenced up to 5 years in prison and/or be fined)

l

Director disqualification proceedings (directors can be disqualified from managing a company for up to 15 years)

l

Litigation (legal cases filed by or on behalf of customers or suppliers and possibly class actions)

l

Injunction (requiring the wrongdoer to take steps to bring certain actions or omissions to an end, or to take a positive step)

__________________________________________________________________________________________________________

[6] Why does it matter?

Competition law applies to SMEs of all sizes. All SMEs should be concerned by it. The consequences of breaching competition
law can be far-reaching, so getting the basics right makes sound business sense.
___________________________________________________________________________________________________________

Next in the series: Part 2 - cartels & collusion

___________________________________________________________________________________________________________
[1] SMEs and competition law: research report
[2] Business Population Estimates for the UK and the Regions 2020, Department for Business, Energy & Industry Strategy (October 2020)
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