
Neelie Kroes, Commissioner responsible for Competition

Welcome to the spring 2005 edition of the Competition Policy Newsletter!

This is the first edition of the Newsletter since I
took over as European Commissioner for Compe-
tition. I would like to take this opportunity to give
you a picture of how I see competition policy
evolving over the next five years, and how that fits
into the wider vision the Barroso Commission has
for the European Union.

But first of all, I would like to put on record my
sincere thanks to Mario Monti for the achieve-
ments which marked his term in office. His fare-
well speech last October (reproduced in the
autumn 2004 Newsletter) gave a flavour of the
vigour, enthusiasm and sheer hard work he and the
Directorate General for Competition put into the
job, with impressive results. It was an honour as
well as a pleasure to pick up the baton from him.

Over the next five years I will be working for a
European Union that is peaceful, prosperous and
competitive. A Union that makes the most of a
vibrant and well-functioning internal market. A
Union where well-educated people, top-level
knowledge, and the right business climate come
together to produce innovative results. I think
these aspirations — economic growth, better jobs
and a secure and sustainable standard of living —
are shared by the vast majority of Europeans.

That is why, under the guidance of President
Barroso, the new European Commission is deter-
mined to reinvigorate the Lisbon process launched
in 2000. We will do this through a partnership for
more economic growth and more jobs.

More economic growth will give us the means to
sustain the fabric of our European societies and
guarantee social justice; protect the natural envi-
ronment which is our legacy to generations to

come; promote peace, security and respect for
rights within our borders; and, of course, export
these principles to partners throughout the world.

Competition policy has a crucial role to play in the
partnership for growth and jobs. Competition
drives up innovation and drives down prices.
Competition is the central driver for economic
growth.

I am firmly convinced that it is markets that
generate wealth — and, as a result of that, jobs —
and not governments. Competition is the essential
and necessary ingredient of markets. Market based
competition rewards strong firms that offer better
goods and services at lower prices. And it penal-
ises those which make less efficient choices about
how they organise themselves and what they
produce. And my own experience has taught me
that companies which face strong competition in
their home markets are more likely to become
successful on a global scale.

But markets will only serve us to their full poten-
tial if they operate freely and fairly. Keeping the
playing field level is right at the heart of my
mission. That is why I will pursue three key objec-
tives: ever more effective enforcement of modern-
ised competition law; promoting competition-
friendly practice; and reform of the state aid
regime.

Effective enforcement

Europe now has a set of up-to-date, effective rules
in the field of anti-trust and merger control. The
sound application of these rules is the European
Commission's ongoing priority. But we also need
to look at complementary steps to strengthen
enforcement.

I want to push harder in the fight against cartels.
Cartels represent the worst of competition
breaches by robbing businesses and consumers of
their fair share of the benefits of efficient inte-
grated markets. As well as creating a dedicated
cartel directorate within the Directorate General
for Competition, we are working on ways of
improving the leniency system within Europe.
This is also one of several areas where our cooper-
ation with other competition authorities world-
wide is fundamental.
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Furthermore, it is time to empower consumer
groups and other private parties to press their own
cases for breaches of European competition law.
We could make more use of the national courts. I
therefore plan to present a Green Paper on this
issue. Private enforcement of the competition rules
is important in providing compensation to parties
injured by competition law infringements, acting
as an incentive for compliance, and strengthening
the decentralisation of the enforcement of the anti-
trust rules. All of which should have a positive
knock-on effect in terms of deterrence.

And thirdly, I think we can do more to promote
coherence and simplicity in our policy approach.
All areas of the competition rules need to share
common economic principles and common
concepts of harm. We are working hard on a
review of our action under Article 82 in tackling
abuses of market power. We will be consulting
widely on a series of working papers in this field
with a view to providing better guidance to busi-
ness by extending the same economic analysis
present in Article 81 and the Merger Regulation to
questions of abuse of dominance.

Promoting competition-friendly

practice

I think that there is a lot more the Commission can
do to promote competitive practice. We will
launch sector inquiries in areas where competition
does not appear to be functioning as well as it
might. We intend to make a start this year with the
financial services and energy sectors, both markets
being crucial to the Union's overall competitive-
ness. We will go into these investigations with an
open mind and constructive approach. Where we
identify obstacles to competition — whether those
barriers are created by private actors or by poor or
over-complicated regulation — we will propose
solutions, working closely with national adminis-
trations, regulatory bodies and competition author-
ities.

Moreover, we will introduce systematic examina-
tion of the impact of proposed new EU legislation
on competitiveness. The aim is to screen
proposals, identify those which may have an
unnecessarily harmful impact on competition and
consumers, and then take the steps needed to make

sure this is appropriately dealt with before the
proposal leaves the Commission. And as well as
building competitiveness testing into European
impact assessment, I also intend to encourage
Member States to review national regulation that
stands in the way of competition.

Reforming the state aid regime

My third objective is perhaps the most important.
We have to improve the state aid system. The
European Council has set a clear objective: a more
competitive Europe needs ‘less and better aid’.
The Commission will shortly launch a consulta-
tion process on an Action Plan for delivering this
through a comprehensive reform of the current
state aid regime. The reform has to deliver ‘less
aid’ since it is simply unacceptable that while most
businesses fight hard to survive and succeed,
others are granted artificial advantage through
public support. In the long run this aid prevents
market forces from rewarding the most competi-
tive firms, and overall competitiveness suffers.
And the reform has to deliver ‘better aid’ since
intelligently-targeted support can fill the gaps left
by genuine market failures and hence empower
more undertakings to become active competitors.

The Action Plan will launch a wide debate on how
we can ensure that future aid is concentrated where
it adds greatest value. The new rules must ensure
that the Commission can continue to block those
subsidies that hold back essential structural
change. At the same time they should make it
easier for Member States to use public funds for
measures which will boost innovation, improve
access to risk capital, and promote research and
development.

Competitiveness is about people making a differ-
ence to their lives, and about businesses producing
innovative high-quality products and services as
efficiently as possible. As Competition Commis-
sioner, I intend to pursue a tough, rigorous
enforcement of all aspects of the competition rules
— Article 81, Article 82, mergers and state aids.
All of which will help strengthen the European
economy. The concrete actions I have described
represent an ambitious but attainable response to
this challenge. I look forward to reporting on our
progress in future editions of this Newsletter.
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