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Mr Mauri Pekkarinen, Minister of Trade and Industry

Address at the COGECA Conference in Helsinki on 13 November 2003

TOWARDS AN EQUAL COMPETITION POLICY

Mr Chairman, Distinguished Guests, Ladies and Gentlemen,

Hannes Gebhard was the developer and founder of the Finnish cooperative movement. When he pondered on the consequences of free competition, sometimes even in quite a pessimistic light, during the last years of the 19th century, he was in fact mulling over the same questions that are behind modern competition policy. Gebhard has stated: “Free competition has developed economic individualism, which is no more than the hardest kind of selfishness. This is the very drawback of freedom…You see, unrestricted freedom of trade is a great force in the hands of those who hold power…” At the same time, the first modern competition laws were drafted in Canada and in the United States. Their particular aim was to prevent the concentration of excessive economic power, or market power, in the hands of few major capitalists.

It can be said that modern competition policy and the cooperative movement largely go in the same direction. On the one hand, the objective of competition policy is to safeguard efficient competition that is not distorted by detrimental use of market power by big companies. On the other hand, the aim of the cooperative movement is to create a market power of small-scale entrepreneurs who pull together and at the same time. This acts as a counter-force to the market power of large companies. Force versus counter-force – the objectives of competition policy and the ideals of the cooperative movement are surprisingly similar.

Thus there is little contradiction between the objectives of competition policy and the goals of cooperative activity. However, it is clear that also companies in the cooperative movement might be engaged in activities distorting competition. Companies in this sector are subject to the competition law discipline just as all other companies.

* * *

During the past few decades, Finnish economic and competition policy has gone through a great transition. We have advanced, taught by hard experiences, from detailed market regulation towards developing the business environment of companies. Industrial policy today is not focused on individual firms, but rather on their operating environment and on the business conditions. There are many aspects in this policy: research and development, taxation, regional policy, legal environment, export promotion. A functioning competition policy is a key instrument in that arsenal.

According to a recent OECD Review of Regulatory Reform in Finland, Finland has succeeded well in the field of competition policy. The Review congratulates especially the Finnish efforts to combine the market opening with the characteristics of a welfare State. The reform of State agencies and the liberalisation of competition in the energy and telecommunications sectors based on consistent competition policy are commended in the country review. The report emphasises a strong input of competition policy in opening economy and liberalising the market.

However, there remain many challenges in the field of competition policy. The OECD Country Review identifies some economic sectors that are still over-regulated or in which legal obstacles to market access could be removed. Well-functioning competition and market mechanisms could be utilised more widely in providing public services. In legislative process, the role of competition policy and the impacts of legislative proposals on the functioning of businesses and markets should be much more systematically taken into account.

One of the key objectives of economic and competition policy today is raising the productivity of service provision in the public sector. Our rapidly ageing population will need more services. Such services will have to be provided with scarce public resources. My own view is that the government and municipalities should continue to bear the main responsibility for providing services. They form the basis of the welfare society. The foundations of the welfare state need not be challenged. It is a good society. But in the future, doors will have to be opened more for competition, there is no doubt about that.

* * *

Of all our companies, 99.7 per cent are small and medium-sized enterprises. Small and medium-sized business activities are not only very important for national economy, but also a central starting point for modern competition law and policy. Competition law is a kind of a Constitution of market economy, which protects SMEs and their operating conditions from the abuse of market power. It should be clearly recognised that competition law safeguards the interests particularly of small and medium-sized enterprises. Without competition law, there would be a danger of big firms forcing their will upon small firms.

Merger control plays an especially important role for ensuring the operating conditions of SMEs. Both in the European Union and in Finland, competition authorities may prohibit a merger that would create or strengthen a dominant market position for a particular firm. Prohibiting such mergers and such dominance is important from the standpoint of SMEs and consumers, particularly in already very concentrated markets. Again, competition law works basically in favour of small firms and of the consumer, the individual citizen. We must not lose sight of this basic objective of competition policy. Effective competition policy and merger control might certainly hurt some companies, but the majority will gain.

* * *

Now a few words about competition law and the cooperative movement. As I said, economic activity in the cooperative movement is on an equal footing from the competition law’s point of view with activities performed under other corporate forms. The law is neutral in this respect.

However, the issue of applying competition law to those methods of cooperation that exist within the cooperative movement has come up from time to time. That question will be very important especially in the future, when exemptions granted in advance will be waived both in the Community and possibly at the national level. In the new system the firms themselves must assess the conformity to law of their operations. In a sense, they will be alone, without official guidance. There will be a need for firms also within the cooperative movement to carefully consider whether their activities are in line with the requirements of the EU and the national competition law.

In Finland, the cooperative form of entrepreneurial activity is commonly used. In many sectors, such as retail and wholesale trade, banking and insurance, cooperative undertakings and chains compete with groups that operate as limited companies. There is a need to ensure that the internal competition functions in these cooperative chains. Also, the independence and freedom to act of regional or local units must be sufficiently safeguarded. There should be a sound balance between these units and the strong central management of the cooperative undertakings.

Even more important, however, is to ensure that all national chains compete vigorously with each other. In many markets cooperative undertakings operate as a necessary counter-balance to other firms and contribute to tough competition. I view the cooperative sector as a strong net asset in our efforts to provide functioning competition in this country.

* * *

As far as the ownership base of an undertaking is concerned, competition policy and decision-making regarding competition law must be non-discriminatory and neutral. Privately owned corporations and government-owned companies should be treated in the same way in similar cases. In this, no problems have occurred. The same applies to the undertaking’s country of origin. Here, we are absolutely neutral.

From the standpoint of strengthening Finland’s economic and industrial life and competitiveness, it is important to ensure equal treatment of the undertakings of countries of different sizes in the development and application of EC competition rules. The undertakings of small economies, such as the Finnish one, should have an equal chance to develop structures and to unite forces to face the increasingly tough international competition.

* * *

As far as competition policy in the European Union is concerned, we are living historic times. On 1 May next year, a new system will be adopted for application of the EC competition rules. This system aims to focus on more serious competition problems and transfers the application of the EC rules on competition more to national authorities. The whole system is based on a close cooperation between the Commission and the national competition authorities. It is a big change. The biggest in five decades, to be precise.

The reform of the EC competition rules will be continued at the national level as well. We are working hard in the Ministry of Trade and Industry on drafting a bill for a new Finnish Competition Act. Our intention is to introduce the bill to Parliament before the end of the year.

* * *

Mr Chairman, Ladies and Gentlemen,

We should all keep in mind that competition policy as part of economic policy is not only control of competition restrictions between undertakings and disclosure of cartels, but a much wider task. Although Finnish competition policy has been praised, we cannot afford to relax. The reforms implemented will call for continuous updating, and the remaining inefficient parts of the market will have to be tackled. In competition policy, we should strongly strive to ensure uniform competition conditions among undertakings and between private and public service providers. The goal at all levels should be an equal competition policy, a functioning market for a well-functioning society.

Thank you for your attention!

