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Abstract : In many regulated industries over the world price cap as a method of price regulation replaces cost-plus pricing. It
is a kind of incentive regulation introduced in order to enhance productive efficiency by strengthening sellers’ incentives for
cost reduction as well as incentives for more efficient pricing. However pricing under cap is not neutral for competition in the
market. We consider influence on competition on the markets where benchmark for cap is chosen from when sellers are multi-
market.  We argue that the impact of  price cap regulation on market competition depends on the design of  cap.  More
specifically if cap for one (regulated) market depends on the price of the supplier in other (non-regulated) market, there is sub-
type of price cap regulation (known in Russian tariff regulation as ‘netback minus’) that enhance incentives to collude in non-
regulated market.
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