
Interview with Philip Lowe, Director-General for Competition 
 
Promoting competition in the enlarged European 
Union 
 
Enlargement brings 10 new Member States into the Union on 1 May. Most of these States have 
very little tradition in the application of competition policy. The State has always played a very 
active role in their major industries and economies. From a management point of view, will this 
pose particular problems for you?  
 
The European Union and the new Member States have had a very close relationship for many years, in 
order to help prepare for enlargement.  
 
In the enlargement negotiations, the Member States and the Commission made clear that not only did the 
necessary laws and institutions have to be in place, but a good enforcement record should also have been 
achieved. A judgment was made not just by the Commission but by all the Member States that the new 
Member States had succeeded in this.  
 
Not only do all of them have a satisfactory record in their antitrust and merger rules, but they have 
understood that public subsidies should be used in a correct manner. They have been given specific 
responsibility in State aid control to ensure law enforcement and internal coordination — something 
existing Member States should perhaps have been given some years ago. They have a strict code on how 
public money should be used. Over the past 10 years, tremendous progress has been made. Is there 
more progress to be made? The answer is certainly yes. And not simply as regards the competition 
authorities themselves or the national administrations, which need to oversee the competition 
arrangements, but also the national courts, which have a major role in competition law enforcement.  
 
Do you think that some new Member States need a transition period? 
 
The past 10 years have really been the transition period for the new Member States to get accustomed to 
the rules on competition. The competition rules will now come into force on 1 May for all — there is no 
further transition. The new Member States had an opportunity, after the signature of the Accession Treaty, 
to deal with cases of State aid before enlargement — the so-called ‘interim mechanism’. This opportunity 
has not been fully exploited, particularly by those which had problems. We expect a significant increase in 
the number of cases we have to deal with as a consequence, and we will have to be careful with those 
sectors which have recently come out of the public sphere.  
 
The judges from the new Member States will have very little experience in applying European 
competition law. On what basis are competences allocated at national and community level?  
 
In the new system for antitrust, which Commissioner Mario Monti has described separately, European 
competition law will be applied alongside national law at the national level by competition authorities and 
courts. The Commission is already involved in training programmes for judges — as with the judges in the 
current Member States, we are giving a lot of guidance to those in the new Member States. We are also 
organising exchanges of officials with all 25 EU competition authorities, in order to help implement 
modernisation successfully. The European competition network binds everyone into the new system: this 
will bring together all 26 competition authorities, including the Commission. And it is not just the 
Commission helping the new Member States. They are also involved in bilateral schemes with agencies in 
the existing Member States. The new authorities will therefore get maximum benefit out of what already 
exists in terms of experience of competition law enforcement.  
 
All 26 authorities will share information about ongoing cases. Through the new system, there are means to 
ensure that the Commission can intervene at the beginning of a case if it thinks the case merits a decision 
in Brussels. Alternatively, we can intervene later where it looks as though a decision which might be taken 



at national level could be in contradiction with case-law.  
 
The way we share competences for mergers is different. The Commission handles larger mergers above 
certain turnover thresholds. National agencies apply national merger laws below the thresholds. The 
Commission takes a decision — whether it is a clearance or a prohibition — applicable in all the 25 
Member States, and within strict legal deadlines. This is a very good system for companies. Those who 
have to notify their mergers to several national authorities do have a problem, but we have built into the 
revised merger regulation an- other innovation: when companies have to notify mergers in three or more 
national jurisdictions, they can ask for the Commission to take over the case. This will be done if the 
Commission and the Member States concerned agree. This simplifies procedures for both companies and 
competition authorities.  
 
Finally, in the area of State aid, the Commission has a legal obligation to control Member States’ actions 
which could distort competition and trade between Member States. So it is not possible to delegate to a 
Member State entire control over its own aid. We are trying to put in place reforms which will limit our 
intervention to those cases which have a significant economic impact. So far we have had rules which 
have been pretty strict and which are based on administrative criteria. We are now designing a test which 
will allow us to consider a subsidy below a certain threshold — even if it is an aid according to European 
rules — as not having any significant economic impact and therefore rapidly exemptible.  
 
There are cases that have caused a lot of notoriety in the Union, such as grants to Bavarian sports clubs 
— or Dutch marinas or British piers — complaining against one another because one has had a grant and 
the other not. These cases should normally be dealt with at national level. Instead, they come to Brussels 
because complainants argue that the aid affects European trade, which of course it often does not to any 
significant extent. In the meantime, we have some very important cases to deal with where competition 
could be distorted on a much wider level. Just as with antitrust, we need to focus our resources on the 
most important cases.  
 
Will you need to establish new procedures and reorganise the Directorate-General for Competition 
for the future?  
 
We have looked very carefully at how we should adapt the organisation to the changes of 1 May: the 
extension to 25 Member States, the new competences for the application of the competition rules, and the 
revised merger rules. We have also seen a greater role played by the Court of First Instance in recent 
years. Consequently, we are moving from a competition department organised around the available legal 
instruments (cartels, antitrust, mergers) to an organisation where five directorates deal with specific 
sectors. The teams working in each sector need to develop a much better and up-to-date knowledge of 
what is going on in specific markets and how the structure and behaviour of companies is changing. This 
should enable them to ‘soft land’ on cases when they arrive. Of course, their investigation of cases will 
require more information inquiries, but they will already have the background knowledge that they can 
pool. So they should be able to develop an informed view on the competitive impact of an agreement or 
merger more quickly.  
 
We are also strengthening the dialogue we have with the national authorities on individual cases. The 
sectoral approach means that national authorities who, for example, could be dealing with telecoms in 
Warsaw or in Tallinn, can talk directly to us here on the sector specific issues, whatever the legal problem. 
Similarly, when we are dealing with pharmaceuticals, when a number of national authorities have cases 
brought to them — be they excessive pricing, cartels, or even prevention of imports of cheaper drugs — 
then we have a set of people here who know what is going on in the sector and can add their expertise to 
the portfolio of knowledge.  
 
As for other changes, we’re seeing a major enrichment of the knowledge which we have on each sector 
through the network that I mentioned earlier, and this is paying dividends for all. We have appointed a 
chief competition economist with a team of excellent economists to help us in major cases. We’re also 
expecting another boom in merger activity very soon. That will put a lot of pressure on us in late 2004 and 
2005, when we will have at the same time the increased State aid problems in the new Member States. 



The reorganisation now in progress will help us to deal more flexibly and more effectively with this 
situation.  
 
Will enlargement stimulate a push for delocalisation of industrial production outside the existing 
Member States? 
 
It is impossible to generalise. The anticipation of enlargement has certainly led to an increased amount of 
investment in the new Member States, knowing that they were going to come in. They are still benefiting 
from very low costs and a highly skilled labour force. In the medium term, there is going to be a lot of 
investment in the new Member States from the existing ones. The new Member States have a big 
advantage with enlargement, given the reduction in the political and financial risks it brings with it, 
compared with the risk of remaining outside.  
 
But we have to accept that there are a number of third countries who offer, particularly for low-grade 
activity, strong competitive locational advantages. Ultimately, the new Member States will also, after a 
period of time, need to face the reality of having to develop their own economies with higher value added 
and more sophisticated activities.  
 
In such circumstances, aren’t Member States legitimated to defend their public interest from the increasing 
pressures of globalisation? In particular, should there be an exclusion of public services from the application 
of competition rules? 
 
It would be very short-sighted for Member States to isolate their markets from competitive forces outside 
their territories. This normally leads domestically to less innovation, less competitiveness and a worse deal 
for consumers. Therefore, the trend is more towards open and liberalised markets. However, the Treaty is 
neutral as to whether any firm is in the public or private sector. And it is clear from what the Court and 
successive European Councils have said that Member States are in charge of defining what is a private or 
public company. But economic and business realities have changed over the years. We have discovered 
that changing technology and further liberalisation of markets has resulted in activities that were 
previously regarded as basic utilities being offered on a commercial basis quite successfully without 
damaging the commitment to universal and high-quality service. That is the Commission’s view as far as 
State aid and liberalisation is concerned.  
 
When a Member State defines a public service in a certain way but then includes in it activities which are 
commercial, we are usually flooded with complaints — quite rightly — from commercial operators who are 
offering the same services. It is up to us to ensure that Member States, having defined what is a public 
service, are applying the definition in a proportionate and realistic way and that they are not making an 
obvious error. We have to draw a line. There are some grey areas, such as in public broadcasting, where 
commercial operators in activities like distance learning have been wiped off the scene.  
 
The other issue is that if you define something as a public service, and you ask a company to provide it, 
then what is the appropriate level of compensation to be given? If you give too much aid it could distort 
competition beyond what is necessary for the provision of such a service. We have had to deal with a 
number of cases of that kind and the Court of Justice has recently taken a decision in the Altmark case 
which indicates how we should measure the financial compensation. There is no ideology on either 
privatisation or public services but there is economic reality.  
 
Is there a risk of a logjam in the courts? 
 
Partly for resource reasons, but also for the rights of all those involved, the work is done on a timetable 
which is not a fast one. People in business have to wait for the courts and not the other way around. The 
courts obviously need time for reflection and debate before taking decisions. They will definitely have a lot 
more work at the European level, and we could have a serious problem as regards resources. There 
should be a rapid procedure for appeals against merger decisions for instance. To do this, the Court of 
First Instance, in Luxembourg, needs more resources and more chambers, if not a specialised competition 
chamber. 
 



If it comes to a logjam of our own in State aid and competition law cases, then we can only deal with the 
cases where we have the resources. We are trying to develop a systematic approach to priority setting, 
which makes us take a conscious decision in the competition field as to what the effects of a certain 
problem are on consumer welfare, what is the likelihood that we will achieve a result, in what time period 
and with what resources. The different challenges we are facing are forcing us, probably rightly, to focus 
on those areas which have greatest impact on competition.  
 
Is the Commission just reactive rather than proactive? 
 
One of the aims of the reforms that we are putting in place is to give the Commission a greater opportunity 
to investigate cases on its own initiative where we can see that competition is not working or is working 
against consumers. There is a margin of manoeuvre there in the future which has not been there in the 
past. One way we can do that is, rather than taking cases against individual firms, to launch investigations 
on a sector-wide basis. We are doing this in the liberal professions — architects, dentists, etc. There is 
concern that the charges in these sectors are very high, and that the agreements between the professions 
go beyond what is necessary to ensure professional standards.  
 
We may launch investigations in other areas, for example where there is excessive pricing or restrictions. 
We want consumer groups to help us here and not just by making complaints against individual firms. This 
is where our more sectoral approach should work. If there has been more emphasis in the past on 
complaints, and complaints from competitors rather than consumers, we will now be putting the emphasis 
more on the benefits for consumers. More competition delivers the best deal for consumers.  
 
Is the Commission getting the right message across, e.g. the recent decision on the subsidies to 
the low-cost airline Ryanair? 
 
On the State aid side, the law is not oriented directly towards consumer welfare but more to removing 
distortions in competition and trade between Member States. We need to bring the economic thinking and 
market analysis behind competition policy into our assessment of State aid. This happened very well in 
the Ryanair case where our colleagues in the Transport and Energy DG associated us with their State aid 
investigation.  
 
The Ryanair case highlighted the need to have a good look at the way in which public airports, large and 
small, are run. We know that there has been a lot of pressure on infrastructures. Large airports have not 
only become saturated but they have become very expensive. Low-cost airlines, by going to smaller 
airports, such as Charleroi in Belgium, relieve that pressure and they have also ‘expanded’ the market. 
They are putting more pressure on the hubs because the market is dictating lower prices to the major 
carriers.  
 
An effective use of existing transport infrastructure, as well as investment in new facilities, is therefore key 
for consumers to benefit. There was no general message in the Ryanair decision that airports should not 
receive aid nor that airports should not be able to enter into promotional relationships with an airline. It 
was also not about the big carriers against the smaller ones. The case was, after all, brought by one low-
cost airline against another. But we have to ensure that the help which is given to airports and airlines is 
on a fair basis which is generally applicable. As in other areas of life, it is not what you do, it’s the way that 
you do it. I am sure that regional authorities and low-cost airlines can cooperate very successfully in line 
with the principles set out in the Charleroi decision. Don’t forget that most of the aid given to Ryanair was 
authorised!  
 
But if, for example, Turin or Coventry offered EUR 1 000 off their locally manufactured cars, most people 
would understand if other car manufacturers complained. Consumers are not yet so ready to accept that 
same example when it is transferred to the airline sector, because of the traditionally high level of fares of 
the major carriers. We need to continue with and to advocate competitive solutions across the board. The 
Commission — don’t forget — started the liberalisation of the airline sector some 10 years ago, against 
the will of governments and the major carriers. We eliminated State aid in the sector. This has made low-
cost carriers happy. Our balance sheet in this sector is in fact very positive. And you can be a low-cost 



airline with low fares without distorting subsidies.  
 
Who should be your best friends — consumers, lawyers, large business? What is your motto? 
 
We are working to ensure that consumers get the best deal in prices and quality. We are naturally not 
offering the services but ensuring that we create the level playing field so that companies do this on a fair 
basis. State aid control does not tackle this problem directly but it tries to create fair competition between 
firms.  
 
Who are our enemies? Those firms who abuse their market power. Those firms who deliberately restrict 
competition at the expense of the consumer.  
 
Our friends are those who tell us the truth about what is going on and not simply what their own interest is. 
As a general rule, consumers will tell us that.  
 
Our motto must be: ‘Competition brings consumers better products, better quality and better service at 
lower prices’ …  


