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I. CALL FOR PAPERS 
 
 
 
Dear colleagues, fellows, friends, present and future 

collaborators 
from Romania, from other Member States of the European 

Union and from all other countries of the world, 
officials and public clerks from competition authorities and from 

other community and national authorities and institutions, magistrates 
from community and national courts, academics, attorneys-at-law, 
publicists, business and professional associations representatives, etc., 

everybody who knows something or wants to know and has 
something to say about the ample interdisciplinary field of economic 
competition, 

are invited to send papers/articles for publishing within our 
journal (which is inteded to be a quarterly review). 

The selected papers will be published on our expenses; the 
respective issue will be send to the author by e-mail and also by regular 
mail (one copy); the journal will be also available on 
www.competition.ro (Romanian Competition Council site) and on 
other sites to be communicated. 

We apologize for the time being the editorial board is able to 
process contributed papers only in English and French, in which 
languages we ask you to be so kind to submit your paper (we will assure 
a translation in Romanian). The Romanian collaborators are asked to 
send us also a translation in English or French.  

If you are reading this, that means you are reading our journal;  
if you are reading our journal, that means you are our present or 

future collaborator. 
 
We are awaiting for you,  
 
 
              Editorial board 
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II. REGARDS FROM SOME OF OUR 
JOURNAL’S FOREIGN FRIENDS 

 
 
 
 
•  „Congratulations for having started a publication on 

competition and antitrust in Romania, It is a very important initiative 
and I hope it will rapidly become a forum for enhancing the culture of 
competition….” 

Alberto Heimler, Head of Unit – Research and 
International Relations, Autorità garante della 
Concorrenza e del Mercato, Italy 

 
 
•  „Thank you for sending me the Competition Survey Journal. 

The articles look very interesting. I look forward to reading them and 
sharing them with my colleagues at the Federal Trade Commission.” 

Randolph W. Tritell, Director, Office of International 
Affairs, Federal Trade Commission, USA 

 
 
•  „…thank you for transmitting us the latest edition of your 

“Competition Survey Journal” which contains high-quality articles on 
very topical issues being certainly of interest to all competition 
authorities.… the best wishes for the continuation of this ambitious and 
valuable publication project.” 

Anita Lukaschek, PhD., Bundeswettbewerbs-
behörde/Federal Competition Authority, Vienna, 
Austria  

 
 
•  „I very much enjoyed the issue. Keep up the good work.” 

Professor Barry E. Hawk, Fordham Law School, 
Co-Chair, Associates Committee, Antitrust Section, 
American Bar Association 
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•  „Let me congratulate you for this initiative.” 
Pedro Geraldes, PhD. – Chief of Staff, Portuguese 
Competition Authority 

 
 
•  „Let me express our sincere and strong belief that your 

initiative would be successful. We found the recent revue of Competition 
Survey Journal - Studies and Researches Relating to Economic 
Competition as interesting and contributory source of information.” 

Tatiana Liskova, Division of Chairwoman, 
Antimonopoly Office of the Slovak Republic 

 
 
•  „Thank you for your communication…. Wishing you the best 

in your publishing venture.” 
Albert A. Foer, President, The American Antitrust 
Institute, Washington DC, USA 

 
 
•  „I am happy… and take great pride in Romanian competition 

authority efforts.” 
D. Daniel Sokol, William H. Hastie Fellow, Univ. of 
Wisconsin Law School 
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III. OUR JOURNAL’S FOREIGN FRIENDS  
AND INVITED GUESTS 

 
 

POLITICS TRUMPS ECONOMICS  
OR  

FOUR PILLARS OF WISDOM FOR COMPETITION  
POLICY IN DEVELOPING COUNTRIES 

 
 
Pradeep S. Mehta, Secretary General, CUTS International  
V. V. Singh, Ph.D.,  
Manish Agarwal , 
CUTS Centre for Competition, Investment and Economic Regulation,  
Jaipur, India, cdrf@cuts.org 
 
 
 
CUTS International, an International NGO, works with several national, 

regional and international organizations, such as Consumers International, London; 
International Centre for Trade and Sustainable Development, Geneva; South Asia 
Watch on Trade, Economics and Environment, Kathmandu. It serves on several policy-
making bodies of the Government of India, such as the Advisory Committee on 
International Trade of the Ministry of Commerce and Industry and the Central 
Consumer Protection Council of the Ministry of Food, Public Distribution and Consumer 
Affairs. It is accredited to the UNCTAD and the United Nations Commission on 
Sustainable Development. CUTS is a member of a number of international networks in 
the areas of its work programme, such as the Asia-Pacific Research and Training 
Network on Trade of the UN ESCAP. It has catalyzed the setting up of International 
Network of Civil Society Organizations on Competition. In addition, CUTS 
representatives serve on various advisory bodies of WTO, OECD, UNCTAD, World 
Bank, University of Manchester, Loyola University, Chicago etc. 

CUTS has established the CUTS Institute for Regulation and Competition 
(CIRC) at Jaipur, India, as a dedicated training and capacity building facility on 
competition policy and law, economic regulation and commercial diplomacy, for all 
types of stakeholders in developing and least developed countries. 

CUTS Centre for Competition, Investment & Economic Regulation (CUTS C-
CIER) was established in the beginning of 2003, as a programmatic centre of CUTS 
International, to focus on the areas of competition policy and law, investment, economic 
regulation and consumer protection. The Centre has since been actively involved with 
initiatives in various parts of Africa and Asia. The Mission of the Centre is:  

“Promoting Fair Markets to Enhance Consumer Welfare and Economic 
Development” 
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      Abstract: 
In the past, most developing economies were characterized by significant 
government intervention, which included involvement marked by dominance of 
large state-owned enterprises (SOEs); licensing; permits, quotas and price 
controls. This was the pattern followed by most developing countries as its 
economic management paradigm of a welfare state through command and 
control measures, believing that the state is the guarantor of freedoms and 
provider of all needs. Since economic liberalization started during 19-80s and 19-
90s, there have been considerable policy changes, with increased reliance on 
market forces. Along with policy changes, several developing and transition 
economies have adopted competition laws as a follow up to their market oriented 
economic reforms. Additionally, most of these countries have adopted regulatory 
laws in several sectors, opened up for private players, which were hitherto 
reserved for public sector only. This upsurge in interest in competition and 
regulatory laws in developing economies reflects the substantial changes that 
have been taking place in their economic governance system. 

 
 

I. Introduction 
 
In the past, most developing economies were characterized by 

significant government intervention, which included involvement 
marked by dominance of large state-owned enterprises (SOEs); 
licensing; permits, quotas and price controls. This was the pattern 
followed by most developing countries as its economic management 
paradigm of a welfare state through command and control measures, 
believing that the state is the guarantor of freedoms and provider of all 
needs. Since economic liberalization started during 1980s and 1990s, 
there have been considerable policy changes, with increased reliance on 
market forces. Along with policy changes, several developing and 
transition economies have adopted competition laws as a follow up to 
their market oriented economic reforms. Additionally, most of these 
countries have adopted regulatory laws in several sectors, opened up for 
private players, which were hitherto reserved for public sector only. 
This upsurge in interest in competition and regulatory laws in 
developing economies reflects the substantial changes that have been 
taking place in their economic governance system. 

But, how important has this new form of economic governance 
been for growth and other developmental objectives? 

The answer to this question is unfortunately patchy. China, for 
instance, approved a competition law in June 2006, almost 30 years 
after it began economic reforms, yet the country has moved at 
extraordinary speed from low to middle-income status. Neither of the 
two major success stories on growth, Botswana and Mauritius, had a 
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formal competition law until Mauritius passed its Competition Act in 
April 2003. By comparison, Kenya passed the Restrictive Trade 
Practice, Monopolies and Price Control Act in 1989 and Zambia 
adopted the Competition and Fair Trading Act in 1994 but have been 
nowhere near the same economic success because cronyism, rent-
seeking and State control have characterized government-business 
relations. 

Existing evidence suggests that other dimensions of governance, 
such as government’s commitment to growth as a political objective, 
political maturity and overall political climate in a country, may matter 
much more. What matters every where is sustained political leadership 
and how the political arrangements underpinned the process. In 
developed countries the origins of competition law can be traced to the 
political concern not for market competition and competitiveness but for 
the impact on democracy’s stability of excessive economic influence. 
The effectiveness of competition law in developed countries has clearly 
been dependent on the political climate. For instance, US antitrust 
enforcement has often been motivated by political pressures unrelated to 
economic welfare, such as stopping mergers that would result in job 
losses in particular politicians’ constituencies. 

In developing countries, adoption and implementation of 
competition and regulatory laws is even more politically charged, as its 
objective is to constrain concentrated political and economic power 
while helping the more diffuse interests of ordinary, often poor, 
consumers and producers. Little is understood of how political 
processes shape the complex trade-offs between competition and public 
interest over distributional outcomes in low-income economies. In these 
cases, weak markets, immature cultures of competition, sizeable informal 
sectors, information asymmetries, and higher transaction costs cause market 
distortions, considerable inequalities and weak or non-existent institutional 
capacities producing much higher risks of ‘state capture’.  

In countries where there is substantial national commitment 
towards market reforms, such as Chile (leading example in sectoral 
reform) and Mexico (leading example in price fixing and merger 
enforcement), regulatory agencies have been quite successful. In 
contrast, in Argentina, where the political and social commitment to 
market reforms has been more ambivalent, or where other priorities 
prevail, regulatory agencies appear to have been less successful.  

However, privatization generated important improvements, but 
they were neither extended beyond the transition period around the 
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privatization event nor always transferred to consumers. Public 
perceptions of the outcomes are not very positive. Whether privatization 
and regulation serve the public interest depends on the appropriate 
decisions taken concerning the method and sequence of privatization, 
the industry structure provided at the time of privatization and the 
oversight powers of the regulator. 

Majority of the privatization cases in Latin America took the 
form of concession contracts. This was mostly to avoid political, legal 
and sometimes constitutional impediments to the outright sale of state 
assets to private operators that were often foreign firms. However, 
concession contracts have suffered from a number of problems, the 
most serious of which has been renegotiation. The Latin American 
region witnessed frequent renegotiation of infrastructure contracts. Most 
of the renegotiations were opportunistic, with politicians during or after 
an election campaign reneging on previous contracts to please their 
constituencies. Cancellations of water concessions in 2005 in Bolivia 
and the ongoing renegotiations of most concessions in Argentina after 
the 2001 crisis are the telling examples. 

In contrast, privatization of telecommunications industry in 
Jamaica was handled with care. The regulatory system established to 
facilitate privatization was essentially one of contract, with very little 
room for regulatory discretion. Given the nature of Jamaica’s politics 
and political system, legislation-based regulatory mechanism (e.g. U.S. 
regulatory style) constitutes an implicit contract that is too flexible and 
incomplete to provide the required safeguards for investment and 
growth. Instead, regulatory mechanism based on specific long-term 
contracts between the government and the companies is, if properly 
designed, likely to provide such safeguards. All long-term contracts are 
incomplete agreements, hence changed circumstances may require the 
need for renegotiation initiated either by the investor or government. 

The need for a well-defined regulatory framework is clearly 
demonstrated as a precondition to privatization of the infrastructure and 
utility enterprises. Regulatory methods which are appropriate in one 
environment may differ in another. Transplanting structures from the 
UK, the US or other developed countries in the name of best 
international practice is clearly not the ideal solution. Institutional 
endowment is central to the design of regulatory framework. 

Keeping in view the institutional endowment of a country, it has 
been argued that Competition Law may not be desirable in certain 
circumstances. In case of Egypt, for instance, it has been asserted that 
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adoption of a competition law with a weak policy and institutional 
infrastructure, absence of incentives among major stakeholders, and 
weak collective actions among potential gainers from adoption of such 
law is likely to result in a failure of enacting the law. 

 
 

II. Constraints that frustrate adoption and implementation of 
competition and regulatory regimes in developing countries 

 
1. Political will to adopt and implement the law 
 
“Political will” turns out to be a key factor that determines 

successful adoption and effective implementation of competition and 
regulatory laws. In Malawi, although the government claimed to support 
competition, the enactment of relevant laws was not followed with the 
establishment of institutions. It took the country eight years to establish 
the Competition Commission!  

Worse, in Bangladesh, the Monopolies and Restrictive Trade 
Practices Ordinance remains on the statute books, which was inherited 
from Pakistan, after Bangladesh split from it. But, the government have 
not attempted to implement this law. In an environment where other key 
national issues such as employment, public health, education and 
housing are key priorities, the consideration of competition enforcement 
would appear secondary. However, to deal with inflationary pressures 
the Government is now in a process of preparing a competition law with 
the assistance of World Bank and DFID (the Department for 
International Development of the UK Government). 

Without the right political climate, laws will have little or no 
effect. In Guatemala, for instance, where the economy has been 
dominated by a very small economic elite, article 130 of the 
Constitution declares that ‘The State will protect the market economy, 
and prevent the combinations that restrict or aim to restrict market 
freedom, or harm consumers’. No action has apparently ever been taken 
to legislate this directive into an enforceable law. There are various 
similar cases from other countries as well. Constitutions always carry 
such provisions, but they are not translated into laws to provide the 
necessary enforcement backing.  

Political will to create a strong regulatory agency from the outset 
is crucial for future success, as a strong regulator will be able to balance 
the demands of various interest groups, among other challenges. 
Unfortunately, in most cases, the state may try to further its interests by 
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creating a weak regulatory institution over which it can continue to 
exert control. However, mere adoption of competition and regulatory 
laws is not going to be enough. It is equally important to put in place 
appropriate institutional mechanisms for enforcement and review. For 
this, the value of ‘political will’ is very important. Equally important is 
the creation of culture of competition, and the simultaneous 
involvement of the consumers in the entire process to successfully 
leverage the advantages of market based competition [1]. 

The competition policy and law would enhance opportunities for 
larger participation in the economy of sections of the society that had 
previously been disenfranchised. In addition, the law would create a 
predictable regulatory environment for both producers and consumers. 
The role of consumer advocacy and the media are necessary 
constituents to improve governance and create the right checks and 
balances in the system. Media plays an important role as a 
countervailing force against the nexus between government and 
business. In this context, the role of the consumer movement is also 
vital. Here one has to admit that the consumer movement does not exist 
in all countries. Even where they do exist, they may not have sufficient 
capability, finances and skills, to be able to advocate effectively. 
However there are other types of civil society organizations which often 
fill this gap. 

Beside the domestic and international levels, there is another 
dimension to political economy constraints i.e. the regional dimension. 
By joining forces at the regional level, developing countries have an 
additional opportunity to improve their regulatory regimes. For 
example, the lack of competition laws in some members of Andean 
Community has been compensated by the application of the existing 
regional competition legislation [2]. A similar situation exists in other 
regional groupings such as in COMESA or is under active consideration 
in CARICOM.  
 

2. Business opposition to adoption and implementation of 
competition regime 

 
Business and their associations generally oppose competition 

regimes as they feel that it would reduce their market share and hence 
business profits. In most developing countries, economic power is 
concentrated and such businesses usually fund political activities and 
have great influence over economic decisions that politicians make. 



  

15 

Under the circumstances, adoption and implementation of competition 
regime may easily fall prey to being captured or sidelined by powerful 
vested interests. In Thailand, for instance, though the Government 
enacted its second competition law in 1999, to date it has had very 
limited impact due to the unholy nexus between politicians and 
businessmen, and cronyism.  

Garnering support from such players is essential to ensure its 
effectiveness and to achieve the benefits of a competition law. As a 
widely dispersed group, the ultimate beneficiaries of an effective 
competition law, i.e. consumers are often the most difficult to target 
advocacy efforts towards, and are the least organized to make their 
opinions heard at policy fora. More organized industry participants 
often have closer relationships with decision makers and thus have 
greater influence, and awareness, of the effect of policy and legislative 
changes such as the introduction of a competition law [3]. Thereby, 
often competition benefits get directed to the well connected and 
entrenched parties. 

When economic vested interests dominate political power they 
also limit growth dynamics and curtail economic opportunities for 
poverty reduction in developing countries. Furthermore, the situation 
also creates entry barriers for new entrants. Competition policy should 
be judged explicitly against its contribution to tackling ‘the tyranny of 
vested interests’ for poverty reduction outcomes. However, the vested 
interests among entrenched producer groups are also not homogeneous. 
The nexus between business and government may be difficult to break 
[4]. Invoking the “public interest” objective to deal with vested interests 
requires a precise definition of the former, including the trade off, if 
any, between public interest in the short run versus the long run. 

However, situations change only with pain and it is critical not 
to underestimate the role of the social order in this process. The ‘rising 
tide lifts all boats’ paradigm works only with the existence of a social 
order that has a social security system in place and a large middle class. 
Therefore the success of implementing competition law in most 
developing economies will depend upon how the gains are distributed, 
rather than on growth per se [5].  

Whether enactment of competition policy and law will result in 
growth and/or poverty reduction is an issue that require an empirical 
analyses, which is rather difficult. If such a linkage exists it should be 
made explicit. Here the example of Australia can be given, where one of 
the stated objectives of competition law is to raise the welfare of 
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Australians. Ever since Australia began reforming its competition rules 
in 1995 [6], they have registered a much higher growth rate than what 
they would have done without such effective rules. Therefore if 
competition policy and law is to be used as an instrument for protection 
of the poor, and thus eradicate poverty, this should be enshrined in the law. 

 
3. State capture 
 
Rampant political capture is another principal obstacle to the 

creation of effective competition and regulatory regimes in developing 
countries. Competition law may covertly protect politically well-
connected companies from ‘fair’ competitive forces, guaranteeing 
monopoly rents without efforts to innovate. At the same time such law 
and policy may disguise unfair government attacks on legitimate 
companies which represent real competition to politically influentially 
business. Thus regulatory agencies in developing countries may be 
susceptible to capture by the regulated industry, or to political capture 
by the government [7].  

State institutions in many developing countries, particularly in 
Africa, appear poorly aligned for inclusive economic development 
because of this trend of “neo-patrimonialism” i.e. the political process 
by which elites are rewarded for their ability to grant favours to 
supporters and interest groups by systematically appropriating state 
resources to maintain themselves in power. Furthermore, governments 
might be induced to favour creation of ‘national champions’. In such a 
scenario, competition and regulatory policy would be looked at with 
suspicion and serving foreign interest. Ill informed public opinion might 
easily buy nationalistic arguments aimed at claiming the need to protect 
national champions from (unfair) competition. 

 
Therefore, the key capacity of the state at early stages of 

economic growth appears to be not fostering a competition law, but 
targeted competition for developing enough competitiveness 
domestically to raise productivity to international standards by the 
disciplining of selective recipients of industrial policy support. Competition 
law at too early a stage could compromise the government’s ability to 
manage this transformative process. 
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4. Government policies/regulations not conducive to competition 
 
Extensive involvement of government in economic activity often 

leads to entrenched business laws, regulations and pronouncements that 
foreclose entry and/or restrict competition. Several developing countries 
are characterized by extensive government involvement in the economy, 
either as policy and lawmaker or as provider of services through state-
owned entities in competition with the private sector. This is a source of 
potential problem. As lawmakers, government might introduce laws and 
regulations that stifle competition in pursuit of other socio-economic 
and political objectives. This has led to a situation where competition 
principles are not strictly followed. 

The 2005 Commission for Africa suggested that it is 
governments that "make markets and competition work". Governments 
can introduce competition principles into policy making and their own 
commercial activity. Some aspects of this do not depend on competition 
law. It is nevertheless argued that Competition Law may make an 
effective start by seeking to prohibit anti-competitive activity by 
government ministries, agencies and government officials. This 
approach has allowed Russia’s competition authority in some 
circumstances to issue orders against government ministries for 
adopting anti-competitive rules and taking other anticompetitive actions. 
Another suggestion is that regulator should use its advocacy function to 
persuade government to make policy changes. It is appropriate that 
advocacy function could be useful in situations where the law is new 
and yet to be understood by all stakeholders [8]. 

 
5. Public interest consideration 
 
Public interest is an important policy objective for governments 

in developing countries, not that it is exclusive to them. Since regulatory 
reforms are largely concentrated in public utilities where there is a 
strong public interest factor, and therefore political sensitivity to both 
policy reforms and to regulatory practice, it is difficult to envisage how 
regulatory reforms would be insulated from overriding political 
considerations. It appears to be a matter of ‘Common Practice’ that a 
regulator is made to consider public interest in its decision making 
process. The inherent conflict between the objectives of economic 
efficiency and public interest often leads to situations of trade-off, 
which are politically quite sensitive. 
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Governance challenges are likely to arise when competition 
authorities assess explicit non-competition criteria without transparent 
processes for doing so. In such cases, administrative discretion in 
interpreting concepts such as ‘fair’ competition is often the starting 
point for corruption in developing countries.  

Here it is worth reviewing the experience of South Africa. The 
South African Competition Act emphasizes upon promotion of small 
businesses, greater participation in the economy (especially by 
previously disadvantaged individuals), and promotion of a greater 
spread of ownership, thus attempting to balance efficiency concerns and 
broader development priorities within a competition framework. 
Anyhow, the number of cases where public interest considerations have 
made a material difference is small. Interestingly, explicit inclusion of 
public interest objectives has raised the profile of these policy 
imperatives, which seek to ensure policy coherence across diverse 
policy areas. In addition their inclusion has put these issues on the 
active agenda of firms. 

 
6. Lack of competitive neutrality 
 
Competitive neutrality is about adopting policies which establish 

a ‘level playing field’ in areas where the private sector competes with 
the public sector. In practice, it is difficult to ensure competitive 
neutrality in sectors where government or its agencies retain control or 
insist upon retaining control. For example, in Zambia, the state-owned 
telecom operator Zamtel has been exempted from various taxes which 
are paid by private telecom players. Such exemptions put private 
telecom operators at a relative disadvantage when it comes to competing 
with the state-owned incumbent. In India, for example the public sector, 
Life Insurance Corporation of India’s policies get a sovereign guarantee 
against failure to pay [9]. The same is not available to the private life 
insurance companies, which have recently entered the market. 

Furthermore, so long as a regulator remains vulnerable to the 
discretionary powers exercised by officials of a ministry to whom state-
owned incumbents also report, it would be difficult to expect the 
regulator to ensure competitive neutrality between the state-owned 
incumbent and other private operators. For instance, the Indian telecom 
regulator, TRAI has not been successful in reining the market power of 
the state-owned incumbent: Bharat Sanchar Nigam Ltd. (BSNL), which 
has thwarted many decisions that are critical to maintaining a level 
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playing field. For example, the decisions relating to accounting 
separation, asymmetric regulation, bundling of services, etc., which are 
critical for competition to thrive, remain unimplemented for a variety of 
reasons including litigation by BSNL. Incidentally both TRAI and BSNL 
report to the Communications Ministry. 

There are also cases of reverse competitive neutrality i.e. where 
private sector is in a relatively advantageous position as against public 
sector enterprises. For instance, for several years public sector airlines 
in India were trying to procure aircrafts to expand their fleet. However, 
their proposals were doing the rounds of the government departments in 
search for a final approval. At the same time, private sector players were 
expanding their fleet size and grabbing a larger share of the market, at 
the cost of the public sector incumbent. There are various such examples 
which goes on to exhibit the influence of business over the polity. 

 
7. Independence  
 
Institutional arrangement of a regulatory authority and the 

powers given to it are both a political economy and a governance issue. 
Independence should not be understood as autonomy for taking actions 
ignoring the government, rather as the probability of implementing 
policies without interference of political agents or agents of private 
sector. There are primarily three facets of independence:  

• independence from the government;  
• independence of stakeholders; and  
• autonomy of the organization in terms of resources. 
The “independent” agency model is normally favored by 

western advisors, who draw from the experience of regulation in rich 
countries. Even in these systems it is possible to argue that the political 
executive retains fundamental control. In US, for instance, where the 
concept of an independent regulatory commission was born, which has 
evolved over the past century, regulatory agencies are not completely 
free from political pressures, and their knowledge and staff expertise are 
often inadequate. If we apply this more politically sensitive analysis to 
developing countries we simply cannot expect creation of arms-length 
agencies. 

Since privatization and regulatory reforms are largely 
concentrated in public utilities where there is a strong public interest 
factor, and therefore political sensitivity to both policy reforms and to 
regulatory practice, it is difficult to envisage what ‘independent 
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regulation’ could possibly mean, or how it might be insulated from 
overriding political considerations. Where regulators, and even in many 
cases judges, owe their positions to the political-bureaucratic elite, the 
possibilities for exercise of independent judgment and action are 
considerably reduced, or may be non-existent.  

It would make more sense if regulatory reforms deliberately 
recognized these realities are incorporated into the agency models, 
rather than constantly attempt to create an unlikely autonomy. The 
standard arrangement post-regulatory reform is to leave the 
development of policy framework in the hands of the Government, 
whilst implementation becomes the function of the regulatory agency. 
The relationship between the line Ministry and regulator should thus be 
mutually supportive, as the two are guided by a common vision.  

In most cases, the line ministry is empowered by law to issue 
policy directives to regulator. This should not be a matter of concern, as 
government has the sovereign power to formulate policies and set 
regulatory objectives. However, because of the socio-political-economy 
triggers, government departments have a tendency to intervene in 
operational aspects of regulation in the name of issuing policy 
directives. For instance, the Bank of Zambia Act provides that “the 
Minister may convey to the Governor such general or particular 
Government policies as may affect the conduct of the affairs of the 
Bank and the Bank shall implement or give effect to such policies”. The 
tenor in which this provision is couched leaves little doubt of the 
overriding influence that the Finance Minister may wield over the 
central bank on some policy matters. 

Interestingly, there are cases where the regulator has been 
successful in preserving its independence. In Zambia, the Minister of 
Transport and Communications purported to appoint the Chief 
Executive of the Road Safety and Transport Agency (RSTA), a function 
that is by statute reserved for the Agency Board (which is appointed by 
the Minister). The Chairman of the Board, surprisingly, challenged the 
decision of the Minister. The Minister then dismissed the Chairman, 
who in reaction sought Court’s intervention by obtaining leave for 
judicial review, which in effect acted as an injunction to stay the 
Minister’s order. This is a rare occurrence in Zambia’s governance 
structure and a development that has been welcomed by many legal 
observers as good for regulatory independence in decision-making. The 
events at the RSTA showed that Board managements that properly 
understand their role and relationship with the policy makers could fight 
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for their operational independence or autonomy effectively to challenge 
the seemingly excessive powers of Ministers. 

When it comes to regulating the state-owned enterprises (SOE) 
or taking measures that could impact the interest of SOEs, cases of 
micro-management by minister are observed, and independent 
regulators are perceived to be ineffective or powerless. In Kenya, when 
Minister for Communications disbanded the telecom regulator, it was 
alleged that decision was prompted because the regulator was handling 
various disputes involving Telkom Kenya, the SOE incumbent, and 
some of the rulings had gone against the parastatal. Such scenarios are 
likely to dent private investors’ confidence in the regulatory regime, and 
private investment may hit a roadblock stalling growth of the sector. 

Thus, while principles of independence, accountability and 
capacity are universally accepted for regulatory institutions, how they 
evolve in a particular jurisdiction will to a large extent be determined by 
the genesis and the politics of that particular country. The extent of 
restraints that are put on autonomy of regulators will also depend upon 
the larger environment of public opinion that exists in that country i.e. it 
is very country/culture specific. Thus the importation of ‘cookie cutter’ 
approaches to institutional design for developing countries is subject to 
scepticism.  

 
8. Absence of competition culture 
 
Competition culture refers to the awareness of the general 

public, including the business community, politicians and civil servants 
about competition law and the benefits of competition. In some 
countries, however, understanding of competition policy and law among 
the government and people appears to be insufficient. 

The lack of an understanding among large segments of the 
business community, with regard to the purpose of competition law and 
the benefits of more effective business competition, can result in tacit 
resistance to the obligations and rules of the competition law. Creating a 
culture of competition is very important, and the simultaneous 
involvement of consumers in the entire process to successfully leverage 
the advantages of market based competition.  

Not surprisingly, competition agencies and the wider public in 
developing countries sometimes have special training needs that grow 
out of their countries’ historical lack of competition culture. And since 
most developing countries lack a suitable competition culture, it is 
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important for competition agencies to begin the process of building one 
through effective advocacy programmes. 

It is also important to note that awareness generation cannot be 
done in a generic manner and in isolation i.e. without any cases studies. 
Until such time that a competition authority builds up its own armoury 
of case studies, it can rely upon cases studies from other jurisdictions, 
particularly from other developing countries for establishing some 
credibility, to illustrate the points. 

 
 

III. In lieu of conclusion 
 
While market friendly reforms have become common across 

almost all developing countries, so have market failures. In order to 
address these failures, a sound competition and regulatory policy needs 
to be put in place along with efficient enforcement mechanisms. The 
first step is to design a sound and robust competition and regulatory 
policy that goes beyond being ‘business friendly’ to being stakeholder 
friendly. It should explicitly recognize and incorporate consumer 
interests and unambiguously include advocacy as a tool for promoting 
awareness among consumers. Institutional endowment is central to the 
design and success of regulatory framework so it is equally important to 
put in place appropriate institutional mechanisms for enforcement and 
review. However, if competition law and policy is to yield all the 
envisaged benefits, political will and consensus for reform is necessary. 
Changing the law by itself will not help. The government’s commitment 
to growth as a political objective, political maturity and overall political 
climate in a country matters. Competition policy outcomes and 
incentives for politicians, are to be aligned properly so that adoption of 
competition/regulatory law gets a political buy-in. 

In addition, creating a culture of competition, and the 
simultaneous involvement of consumers in the entire process to 
successfully leverage the advantages of market based competition is 
essential. The reconciliation of the perceptions of various players is 
essential and developing countries should adopt competition/regulatory 
laws that are in accordance with their special characteristics and 
requirements. However, media and the consumer movement can play an 
educative role to help create ‘competition culture’. But in countries 
where there is severe lack of understanding about the nuances of 
competition regimes, it may not be that effective. Competition law can 
also be promoted as a safety valve to garner support from its most fierce 
opponents. 
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It may be difficult to coordinate between the government’s 
objective of promoting public interest and regulatory authority’s 
objective of promoting efficient markets. Here the issue is, on how to 
balance the trade-offs between efficiency and public interest objectives, 
which may not be specifically mentioned in the law. In the cement 
takeover case mentioned earlier, ZCC stuck to its stand and did not go 
by government’s thinking. But the same may not be true for regulatory 
agencies in other countries. Moreover, regulatory authorities may not be 
able to do much in situations that call for change in government 
policy/rules. In such cases the Authority has to distinguish between 
public interest and the vested interest, and strike the right balance and 
ensure that the best decision is taken. 

The evidence suggests that there appears to be no correlation 
between the development level and independence of regulatory 
agencies. Independence is influenced by several historical factors and 
therefore, national and sectoral studies may reveal important 
characteristics of regulatory agencies. The tripod of independence 
(autonomy), expertise, and accountability is a sine qua non for the 
effectiveness and efficiency of the regulator in the larger interest of the 
consumers and the economy. Thus, while principles of independence, 
accountability and capacity are universally accepted for regulatory 
institutions, how they evolve in a particular jurisdiction will to a large 
extent be determined by the genesis and the politics of that particular 
country. The extent of restraints that are put on autonomy of regulators 
will also depend upon the larger environment of public opinion that exists 
in that country i.e. it is very country/culture specific. Thus the local 
regimes will have to be customized to suit the local context.  

One will need to be cautious and make a distinction between 
regulation and control and ensure that the former does not degenerate 
into the latter. In this spirit, regulation should be an exception and not 
the rule. It may be a good idea to introduce competition law at the same 
time as market-oriented reforms to avoid giving impression to the 
private sector that what the State has liberalized is now again being 
placed under State control Another attribute of good regulation is 
accountability and transparency of the regulator and in this context the 
Reserve Bank of India can be cited as example where certain standards 
of disclosure are prescribed. This promotes transparency and better 
responsible behaviour in the regulatory agency. 

Similarly laws like the Right to Information Act (RTI) in India 
can play an important role in enhancing transparency and therefore 
accountability of regulators and the process. It is also important to 
create a set of universally accepted standards for regulators across 
different sectors along the lines of Basel norms created by the Bank of 



 

24 

International Settlements, an international organization, which fosters 
international monetary and financial cooperation and serves as a bank 
for central banks. 

  
In summarizing, the four important pillars for a healthy 

competition regime are: 
 (i) Political will is a necessary condition for establishing good 

competition regimes 
(ii) Consumer advocacy and empowerment is crucial since it 

will provide countervailing force to existing producer interests  
(iii) It is important to create a culture of competition 
(iv) Developing countries context is different from developed 

countries and therefore customization is necessary.  
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            Abstract: 
There are many philosophies of antitrust enforcement in the world, but in recent 
years we are witnessing greater and greater convergence. At the first ICN 
conference in Naples in 2002, Giuseppe Tesauro, then Chairman of the Italian 
Competition Authority, discussing the then ongoing debate on the test to apply in 
merger control, whether dominance or substantial lessening of competition, said 
“the Atlantic Ocean is not a one way street.” What he meant was that, e.g., the 
Sherman Act of 1890, the EC merger regulation of 1989, the Italian law of 1990, and 
the Romanian law of 1997, all have something to say to the world and a message to 
deliver.  

 
 
1. There are many philosophies of antitrust enforcement in the 

world, but in recent years we are witnessing greater and greater 
convergence. At the first ICN (International Competition Network) 
conference in Naples in 2002, Giuseppe Tesauro, then Chairman of the 
Italian Competition Authority, discussing the then ongoing debate on 
the test to apply in merger control, whether dominance or substantial 
lessening of competition, said “the Atlantic Ocean is not a one way 
street.” What he meant was that, e.g., the Sherman Act of 1890, the EC 
merger regulation of 1989, the Italian law of 1990, and the Romanian 
law of 1997, all have something to say to the world and a message to 
deliver.  
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2. There have been important developments in European 
antitrust enforcement since the 19-60s. The original philosophy of EC 
antitrust originates from the ordoliberal German tradition which already 
in the 19-20s had distinguished “impediment competition” (to be 
prohibited), such as predatory pricing, loyalty rebates and boycotts,  
from “performance competition” which included all conduct that made 
a firm’s product more attractive to consumers (to be favored). The 
ordoliberal tradition was mostly based on form. Indeed for many years 
antitrust enforcement in the EC meant applying article 81, paragraph 3, 
on notified agreements and on developing form-based block exemption 
regulations. The introduction of the merger regulation in 1989, and the 
emphasis on economic analysis that it brought with it, started to move 
the Commission away from form-based to effects-based enforcement. 
The communication on the relevant market was issued in 1997; the new 
block exemption on vertical restraints in 1999. Economic analysis is 
now playing an increasing role in interpreting the substantive antitrust 
provisions.  

 
3. This was not a revolution. As Valentine Korah recalls, already 

in 1966 in its judgment in La Technique Minière v Maschinenbau Ulm 
the ECJ clearly stated that “the competition in question must be 
understood within the actual context in which it would occur in the 
absence of the agreement in dispute.” The counterfactual was the 
absence of the agreement, not a different less restrictive agreement. The 
whole course of antitrust enforcement in Europe would have been 
different if that standard (counterfactual) would have been followed. On 
the contrary three weeks later in Etablissements Consten SA and 
Grundig Verkaufs v EEC Commission the ECJ ignored that statement 
and the counterfactual was a different less restrictive agreement. The 
European Commission bureaucracy became actively involved in the 
identification of the clauses that would make a notified agreement not 
restrictive. Only recently with the new technology transfer regulation and 
with the guidelines associated with it the counterfactual is again the 
absence of the agreement. This is the philosophy implicit in Regulation n. 
1/2003 and in the elimination of the notification system. Article 81, 
paragraph 3, now has direct effect. Positive decisions are no longer 
possible and what matters is the substance of the restriction (even though 
the burden proof on Article 81, paragraph 3, is on who alleges its legality). 
After 40 years, substance is what matters in European antitrust 
enforcement. 
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4. The U.S. influence was very important in this respect. The 
definition of the relevant market, the treatment of vertical restraints, and 
the way to analyze mergers have a clear U.S. origin. The achieved 
convergence is U.S.-driven; at least up until now. I believe that the 
current debate on unilateral conduct is Europe–driven, and on this 
Europe can become quite influential with regard to enforcement 
practices worldwide. 

 
5. Antitrust enforcement is both a regulation for a market failure 

and a political statement. What is the market failure that antitrust is 
trying to correct? Here is where some differences still exist. Originally 
the aim of antitrust was to maintain a competitive market, optimally a 
market where both suppliers and customers were so small that they 
could not individually influence equilibrium market conditions 
(textbook-type perfect competition). Under this approach market 
failures are very common and can occur any time a market is 
structurally different from a perfectly-competitive one. Under this very 
broad approach, antitrust authorities should intervene quite extensively 
to promote the emergence and the maintenance of competitive markets. 
The problem is that the legal instruments (prohibition of restrictive 
agreements, of abuse of dominance and of anticompetitive mergers) are 
much less intrusive than the theory of harm would suggest. 

 
6. The Chicago critique brought antitrust enforcement in line 

with the antitrust toolkit. The Chicago School made clear that form-
based antitrust enforcement is completely ineffective, with the 
exception of hard-core cartels which are always prohibited. Economic 
analysis, and its insistence on efficiency, has provided the glasses 
through which to interpret antitrust enforcement provisions.  

 
7. Efficiency is very often interpreted as a brutal objective of 

economic policy. Many of its critics suggest that by pursuing efficiency 
antitrust has forgotten solidarity. I disagree. Efficiency is probably not 
the best term to use. Competition on the merits is better. The latter 
implies that antitrust enforcement makes sure that the best wins. As 
such antitrust represents a moral standard as well. Competition on the 
merits is the standard for a newly-defined economic democracy. The 
problem is what we actually mean by competition on the merits.  

The OECD Competition Committee held a roundtable 
discussion on competition on the merits in 2005. Although some 
agencies continue to maintain a form-based approach, many others are 
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moving towards an effects-based one. Indeed only by considering the 
effect of a given practice can the special responsibility of dominant 
companies have any meaning. One example of such a special 
responsibility, as the Commission suggests in the discussion paper on 
the application of Article 82, is that a dominant company should not 
adopt strategies that would exclude equally efficient competitors and 
also harm consumers. 

 
8. Unfortunately the European Court of Justice has not yet fully 

adopted this view. E.g., in the judgment on the Virgin/BA case the ECJ 
has confirmed the Commission decision that the discounting policy of 
BA was abusive, even though the Commission had not proved that BA 
discounts would lead an equally efficient competitor to price below 
costs. More importantly however, and in my view more worrisome, is 
the fact that the ECJ fully endorsed the finding of the Commission that 
these rebates were also abusive because they were discriminatory. Since 
travel agencies with the same turnover would receive different margins, 
the Commission concluded (and the ECJ upheld) that these discounts 
were discriminatory and therefore abusive.  

 
9. After the Virgin/BA ECJ judgment the question is whether the 

Commission will be able to depart from this well-established case law 
by the European Courts and actually promote an effects-based approach 
in the interpretation of Article 82. Certainly the Commission is free to 
announce its policy objectives and how it intends to interpret the law. 
However, the judgments by the Courts on the interpretation of Article 
82 provisions will not be overruled by a policy statement of the 
Commission. Until new cases will be decided and appealed other 10 
years may go by. In the meantime nothing could prevent national judges 
from following the judgments of the European Courts. National 
competition authorities and the judges that hear their cases on appeal 
will be in the same situation. The burden on the European Commission 
to convince decision makers (national authorities, national and 
European judges) on the validity of the new approach it proposes will be 
now heavier. It is extremely important for the European Commission 
not to lose momentum and to act for the benefit of growth and 
competitiveness in Europe.  

 
10. Europe of course has a model of enforcement to share with 

the world. The division of responsibility between the Commission and 
member States is unique and so are the institutional settings that allow 
convergent outcomes (the advisory committees, Regulation no. 1/2003, 
the European Competition Network, and also the advocacy powers with 
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respect to national courts - amicus curiae institution, etc.). In this we are 
far ahead of everybody else, including the U.S. The use by the 
Commission, and by national authorities, of all these tools will certainly 
lead to greater convergence. Of course this will be soft convergence 
based on voluntary adherence to common interpretations. 

 
11. We are not the U.S. There is not much private enforcement 

in Europe. The case law is determined by public enforcement only, and 
as a consequence the guidance it provides to firms, authorities, and 
judges is not very rich. Guidelines and communications by the 
Commission are therefore necessary for all stakeholders. The ECN, 
ICN, the meetings of DGs, and the Association of European 
Competition Authorities (ECA) are the fora where national authorities, 
regardless of the period of EC membership or of how long a national 
competition law has been in place, actively participate in the 
development of new interpretations and approaches. The Romanian 
Competition Council is expected to contribute fully, also and especially 
with well-argued cases that can represent a model for us all.  
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CONCENTRATION ON VIENNA AND 
BRATISLAVA AIRPORTS 

 
 
 
Tatiana Liskova 
Division of Chairwoman 
Antimonopoly Office of the Slovak Republic 
 
 
The Antimonopoly Office of the Slovak Republic, Division of 

Concentrations (hereinafter “the Office”) received a notification on a 
merger by which the entrepreneurs Flughafen Wien Aktiengesellschaft, 
Flughafen A – 1300 Wien – Flughafen, Austria (hereinafter “VIE”), 
Penta Investments Limited, Griva Digeni, 44, SALAMIS HOUSE, 3rd 

Floor, P. C. 8020 Paphos, Republic of Cyprus (hereinafter “PENTA”) 
and the Slovak Republic represented by the Ministry of Transport, Posts 
and Telecommunications of the Slovak Republic, Nám. Slobody 6, 810 
05 Bratislava (hereinafter “MDPT SR”) would acquire the joint control 
over the enterprise of the entrepreneur Letisko M. R. Štefánika – 
Airport Bratislava, a. s., 823 11 Bratislava (hereinafter “BTS”). 

Regarding the fact that from the participants to the concentration 
only the entrepreneurs MDPT SR and VIE, running the biggest 
international airports in Slovakia (BTS Airport) and in Austria (VIE 
Airport), are acting in the same business area, the Office focused its 
evaluation on assessing merger impacts on the relevant markets such as 
airport complementary services, ground non-flying services, cargo 
accommodations, passengers transfer and regular regional flights. 
Analyzing materials and information the Office found out that the only 
issue eliciting competition concerns the relevant market of providing 
infrastructure for the regular regional flights in Vienna and Bratislava 
regions. 

Examining the conditions of the subjected concentration, the 
Office concluded that the BTS and VIE airports are mutually 
substitutable both for airlines and passengers on the relevant market of 
providing infrastructure for the regular regional flights. So, VIE and 
BTS airports mutually compete each other for airlines and passengers in 
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the given region in that relevant market.  
Since VIE and BTS airports serve almost the same catchment 

area, not overlapping the catchment area of other airports which could 
constitute present or potential rivals for VIE and BTS airports, the 
Office found out that both VIE and BTS airports are the only on the 
relevant market.  

Grounded on a complex assessment of several factors, the Office 
concluded that the proposed concentration would eliminate the only 
effective competitor of VIE airport on the relevant market in Vienna 
and Bratislava regions. Due to the high barriers to entry the market and 
to the non-existence of a potential competition, VIE airports would not 
be exposed toany substantial competition after completing the 
concentration, and regarding its economic power it might behave 
independently in the relevant market of providing infrastructure for the 
regular regional flights. 

Considering these findings, the Office challenged from the 
participants to the proceedings to submit a draft for conditions and 
obligations in order to eliminate the competition problem resulting from 
the concentration. However, analyzing the submitted conditions and 
obligations, the Office found out that they do not solve the competitive 
problems identified by the Office. 

As the subjected concentration creates or strengthens the 
dominant position of the entrepreneur VIE, resulting in substantial 
barriers in effective competition in the relevant market of providing 
infrastructure for the regular regional flights, the Office prohibited it.. 

The decision in the matter is not valid yet. 
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ROMANIAN COMPETITION AUTHORITY: 
PROFESSIONALISM, VISIBILITY, 

EXTERNAL AND INTERNAL TRANSPARENCY 
 
 
 
Prof. Gheorghe OPRESCU, Ph.D. 
President of Competition Council - Romania 
 
 
 
Romania's accession to the EU has marked for the Competition 

Council the entering into a new phase of development, both from the 
point of view of the newly assigned competencies and of the 
consolidation of its internal and external position in promoting the 
performance and competition in the economy. 

The new competencies to apply directly the competition rules 
provided for by the Treaty establishing the European Community 
obliges the competition authority to increase its efforts for an adequate 
enforcement of Community rules in this field. 

To this end, in the near future, a priority for Competition 
Council will be the consolidation of institution's visibility in the 
business environment, among the public authorities and other actors of 
the economic and social life (NGOs, professional associations, 
employers'associations, national regulatory authorities), through specific 
actions of competition protection, competition advocacy and through an 
efficient communication by means of a permanent dialogue with the 
business environment and with mass-media etc. 

A special place in the Competition Council's activity is held 
by the consolidation of its administrative capacity, through the 
allocation of adequate material, financial and human resources, whose 
result must be the ensurance of the institution's high level of 
proffesionalism. 
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Actions undertaken by Competition Council towards the 
enforcement and advocacy of competition rules must be characterized 
by a high level of transparency, in order to obtain an useful feedback 
from external factors - business environment, public institutions and 
authorities, including regulatory authorities, and from Community 
institutions. In order to ensure such a transparency, the Competition 
Council must adopt measure aimed at increasing the public 
awareness with regards to its competencies and activities in the 
economic life. 

At an external level, Competition Council will intensify its 
relations of collaboration, by developing the existing relations and by 
concluding new protocols with other institutions and authorities in this 
field. A special attention will be paid to the participation at various 
international events organized by ECN, OECD, ICN, such participations 
having the role to promote internationally the Competition Council's 
activity and to make known the competition authority's position on 
topics of common Community and international interest. 

As a conclusion, in the near future, Competition Council's 
activity shall be characterized by: professionalism, transparency, 
equidistance, internal and international recognition.  
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Alexe Gavrilă, Secretary of state, Vice-president  
Daniel Dumitru Stan, senior inspector 
Competition Council - Romania 
 
 

             Abstract:  
Nowadays, we hardly could find a newspaper or a domain publication which not 
to issue an article related to the competition policies, a socio-political and 
economic frontier area, suscitating a major interest for the public authorities and 
mass-media. On the other hand, at this very moment, they are more and more 
inputs of what is perceived as a possible instant crisis of the higher education 
system, generated both by old methodologies in the communication area as well 
as some degree of inertia in “keeping up” with the newest and productive 
tendencies and requirements of the social economical realities. Adaptation and 
generalization of the most up to date communication technologies and learning 
strategies are about to cover up the first shortage. We will try, in what follows, in 
short, to offer an argument that theory and practice for the competition policies, 
or, what we could call “modern engineering of the protection of economical 
competition”, are actually an extremely interesting and future oriented apertures 
for the academic research, for the higher teaching systems. 

 
 
1. Nowadays, we hardly could find a newspaper or a domain 

publication which not to issue an article related to the competition 
policies, a socio-political and economic frontier area, suscitating a 
major interest for the public authorities and mass-media. 

2. On the other hand, at this very moment, they are more and 
more inputs of what is perceived as a possible instant crisis of the higher 
education system, generated both by old methodologies in the 
communication area as well as some degree of inertia in “keeping up” 
with the newest and productive tendencies and requirements of the 
social economical realities. Adaptation and generalization of the most 
up to date communication technologies and learning strategies are about 
to cover up the first shortage. We will try, in what follows, in short, to 
offer an argument that theory and practice of competition policies, or 
what we could call “modern engineering of the protection of 
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economical competition”, are, actually an extremely interesting and 
future oriented aperture for the academic research, for the high teaching 
system. 

3. The extremely dynamic evolution of the economic 
competition protection, as a self standing scientific subject, is based on 
embracing and use of concepts and techniques borrowed from economy 
(e.g. the general equilibrium theory, input-output analysis or 
programming theory), geo politics (central places theory, distribution 
theory), mathematics and econometrics (spatial autocorrelation analysis, 
dynamics of the systems) as well as from branches apparently unrelated 
such as thermodynamics, general mechanics or chemistry. 

Especially the economic issues of the competition policies 
demand more and more attention across the academic work, both as 
main, self-proclaimed, interest areas and as substantial components 
„competition ones” included into a plethora of ex-classes such as 
economics of industry, microeconomics’ practices, juridical skills, 
applied sociology, public administration competences, etc. 

The essential research in this critical area is based on 
discovering (or rediscovering) new (or new-old) laws and specific 
regulations as well as on improving the existing ones, aiming at finding 
the most efficient strategies in assuming the responsibility of decision.  

4. Even here, like in other fields, are to be applied the principles 
of the operational research (von Neumann), more precisely the strategy 
games’ theory, which is studying the way the decisions are made under 
pressure of the competition environment. A peculiar often utilized tool 
for modeling is the isomorphism between the economical theories and 
the physical ones. This way, they were created analyzes systems 
according to which, both, the theory of economics and the electrical 
networks can be considered practical applications of the mechanical 
programming, being underlined analogies between the voltage 
amplitude and prices rising, or between electric currents and 
commercial wares flows. The same way were, e.g., between electric 
admittance and the flexibility of the demand, between the energy mass 
conservation (the Thermodynamics first principle) and the Walras’ law 
(according to which the fulfillment of the individual’ needs is equal to 
an equilibrium necessity) and so forth. Some economical competition 
connections were expressed as practical applications of the Le 
Chatelier’s principle who said, in quiddity, that if to a system are 
imposed some confinements, than the system will react by neutralizing 
or negating these confinements. New ways are open towards topology, 
nonlinear analysis or the mathematics of chaos, and so on.  
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Perhaps, the biggest form of all existing openings, meantime a 
certified research field in the area of the competition protection, is 
onwards the forecast and shielding of the future, more precisely, 
oriented to prevent and detour, or leastways weaken the crisises. 

5. An emphasis is brought upon the idea that competition policy 
is not a goal for itself but one of the means for reaching an optimum 
which, often, is identified with the consumers’ satisfaction, of their 
needs, and is grounded on excurses through most famous and influential 
economic theories based on competition (Adam Smith), market 
structure (Harvard School), barriers on entry or at coming outs (Chicago 
School), group of deals (game theory) or the meaning of the innovation 
(Evolutionist School). 

Always, the finest but not the least difficulty in marking or 
evaluating a competition policy is generated by the multiplicity of the 
economic approaches. For an instance, a theory centered on allocation 
of ascertained resources to finite purposes using limited means will 
offer a different approach and maybe distinct goals comparing to a 
theory which might take into consideration a prediction of the dynamics 
of the purposed resources, aims and means. 

6. How can be ameliorated the economic fundaments of the 
competition policy?  

Finding some pertinent and efficient answers to the above 
interrogation is a vital question for every national or multinational 
competition authority. For a while, the main interest is not longer 
centered over the issue if the academic research (especially the 
economic one) must or no to sustain the antitrust policy, on the contrary 
it is targeting at finding means to accomplish this ultimate purpose.  

Which one from the multitude of ideas and theories belonging to 
the vast and encyclopedic economy of the industrial management could 
be predominantly and extremely efficient used against trust practices? 
Which hypothesizes could describe and explain adequately the 
commercial behavior in a business environment more and more 
complex and in continuous change? Which they might be the paths, 
devices and the most efficient and adaptive procedures for functionally 
transposing in practice the new (or old-new) economical ideas? 

7. The same way, they exist, alike in their peremptory interesting 
characteristics, issues even in the applicative side of the academic 
research regarding the competition protection area. 

This way, it has been again revealed the stringent necessity of 
setting up some feed-back closed and repeated loops from the 
competition authorities to the academic. These old, new and ever 
profitable mind-mergers which are dedicated, especially, to cover up 
some actual and of maximal interest subject guidance such as 
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reevaluation (assessing the validity of the hypothesizes taken in 
consideration regarding the economic impact of the commercial 
behavior according to the new theoretical developments), administration 
(the capability of the economical hypothesizes to mold the antitrust 
doctrine and to support the new regulations’ systematic expression 
which could be effectively applied in practice), etc. - and last but non 
least to develop an empirical check up (the evaluation ex - ante and ex - 
post of the effects drawn by the competition decisions).  

8. The economic theory is neither unitary nor a static one. 
Among the big challenges presented to the relation between particular 
academic research and the competition protection, inner to economy is 
that one claiming to identify from both directions, without cease, the 
methodologies which will allow the amended diagnosis for the 
competition consequences when analyzing different actual cases of 
commercial behaviour. Possibly, one of most promising direction 
among the modern theoretical evolutions concerning the antitrust 
analysis is also the new institutional economic theory (New Institutional 
Economics – NIE – based on some researches conducted by Coase - 
Nobel prize in 1991), research development which tends to extend and 
enrich the understanding of the micro analytical details for the 
commercial parameters, and of the productive framework related to 
clarification and forecast of the economic actors’ behavior.  

These ways we can put in evidence, e.g., an essential difference 
between the various competition concepts, most peculiarly between the 
equilibrium states and the dynamic change processes. 

9. The modern theory with respect to resources allocation is 
presenting the competition as an equilibrium state of the market, 
equilibrium which depends on demand and the costs structure and is 
responsible for the number of adapted survivors. This means that 
competition mode of being is understood as existing in form of a market 
stable structure, measured by relative size and the number of surviving 
firms. From here comes out the classical modern scheme which is 
balancing at its opposite ends the perfect competition and the monopoly. 
Each of these two assertions is defined by the relation existing between 
the market power and the subsequent capability of raising the price over 
the marginal cost (in fact the designed competition authority is dealing 
with issues defining an area located amidst monopoly and oligopolistic 
space).  

Conform to this theory of perfect competition (its grounds were 
putted in place by Adam Smith), the entrance liberty as well as the 
leaving one are permitting the equalization of the comings by rate (the 
replacement) of the capital among different investment flows. Being 
combined to the behavior, supposedly chaotic, due to which a firm is 
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selling and buying at threshold prices created and controlled by the 
market, outside its own influence, the perfect competition doctrine is 
generating a coherent set of norms according to which any market 
situation can be evaluated. 

 10. Yet, as it has been proved, a series of other researchers in 
this specific to competition academic field (Hayek, Robinson, 
Georgescu – Roegen, Morgenstern and Schumpeter) consider the 
competition to be a dynamic process, an energetic one, not a passive 
state of affairs. In keeping with this vision, the competition is an open 
and dynamic modus operandi which depends, definitely, on firms’ 
capacity to act distinctly, being indissoluble united to the possibility of 
innovating. Following this track, the competition which doesn’t reach 
the equilibrium state is the true process leading the economical growth. 

11. We would also like to mention here the reference thesis 
belonging to a great neo classical economist (Frank Knight – The 
Competition Ethics, 1923) who approaches the same definitional way 
the relation betwixt contention and competition. The rules of the game 
and the conduct codes are regulating the economic actors’ done deals, 
actors which compete together on the same market, defining the 
allotted, permitted or no behaviors, deciding over the awards schemes, 
even the way these are being delivered. One of the most wanted 
achievements of the target is, of course, the impartiality of the rules. 
The second, important constituent, highly valorized is the competitors’ 
panel and the associated contention characteristics. Pertaining to the 
complexity of this analysis, we might identify a third element, precisely 
the built–in degree of doubtfulness due to deficient rules, casual 
eventualities and, especially to the lack of predictability concerning the 
competitors’ behavior. 

12. These types of ideas as well as many others are sustaining 
the evolution of the academic research attempts in competition area. 
From this point of view, it is postulated that the competition reality is 
based on a large scale of slightly different behaviors of numerous firms 
playing on the market. This variety is interpreted in dissimilar market 
turnovers, from which results distinct selection models, in terms of 
unlike rising or dropping of their commercial activity. Innovation 
tendencies are reshaping continuously their behaviors, providing the 
necessary urge to reorient the selection process (according to Nelson, 
Winter, Metcalfe, Dolsi and others).  

Maybe there is no very energic role for the competition 
equilibrium in this new type of analysis. Its place is taken off by the 
dynamic competition status, assertion which represents a new pattern 
for the coordination inside the market and among its components. The 
manner to which individual economic behaviors are interrelated and 
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achieve a reciprocal consistency is to be considered the central nexus to 
any competition analysis. The market agreements are judged not only 
according to resources management, indispensable to any competition, 
but also considering their capacities to adapt themselves to the 
innovation’s requirements and their ability to create new opportunities 
for the innovation. The competition status is therefore considered to be a 
dynamic state, open towards implemented switches including the up to 
date R&D results. 

13. It is underlined, once again, the specific suitableness of the 
competition, regarding its quality as an economical growth instrument. 
To the firms, which are producing better goods or which are promoting 
improved production strategies, an adequate institutional framework is 
rendering the opportunity to increase their market quota, in this way 
gaining access to a larger share from the productive resources belonging 
to the inner economy; on the other hand this selection is acting as a 
regulator factor in rising the productivity. Further more, the open markets 
allow the quick implementation of innovation at the moment this one is 
presenting itself as an instrument for extending the market powers. 

 14. We will also emphasise some possible involvements in the 
competition policies’ field offered by the economical theory of the so 
called „best second – the second optimal solution” (Laffont, 1998), 
according to which the perfect competition is, no doubt about it, the best 
thing happening in „the first and the utmost correct one among the 
worlds (the best of the worlds) imagined by the economists”. It means: 

 - that where does exist a huge number of market players,  
- there aren’t provided goods and public services,  
- do not exist neither externalities nor natural monopolies,  
- no asymmetric information is collected because all the market 

actors are rational and really good professionals, and,  
- in the mean time, the juridical background is deeply functional 

regarding the commercial suits, and,  
- last but not least, the authorities are applying the best practice rules etc. 
 Where else if not in the real world, the competition equilibrium 

being just a referential abstract construct, would be a need for finding and 
applying a second optimal solution, incarnated, efficient, stable and 
tenable… 

15. It is in evidence, with this occasion, the fact that the dynamic 
essence, in the perpetual motion of the market economy, depends on 
continuous knowledge, on new skills generated by the academic 
research. We are talking here not only about the academic and technical 
knowledge but also about knowing the market, its general hierarchy and 
the forecasting of its evolutions. We take the opportunity to reassert an 
older idea (Popper, 1986) which is emphasizing the issue that any sort 
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of gain in knowledge it’s opening new opportunities for being aware of. 
In other words, we might say that producing knowledge using the 
reasoning methods is an ultimate aim both for the modern economical 
growth and the dynamic competition (Metcalfe, 2000). 

16. In essence, the fact that the market players compete for 
earning and keeping as much as larger share on the market it might be a 
cheaper solution in fostering more efficient competition strategies, and 
rises the question if such a goal may be reached using the technological 
innovation or the organizational one. A maximal competition degree on 
a certain market represents an optimal competition instrument when 
comes about promoting the economic good wealth (we might ask 
ourselves, which is the best of the arguments to start the analysis – the 
dynamic competition model or the static one!)? The theories and the 
regulations, within the competition policies field, which are generally 
accepted inside the European Union, must be applied, mot-a-mot, in 
their true spirit, in countries struggling against the transition difficulties? 
Or, under which amendments, peculiar in their outward circumstances 
from one case to another, obtained on basis of practical academic 
studies, must we proceed? Which could be the “best second solution” 
applied to a specific situation? How might we apply the very modern 
concept of “efficient consumer response” (ECR) without to confine the 
competition among the providers? Which are those necessary theories 
and quantitative methods which can be used to obtain higher efficiency 
when we deal with competition issue based investigations? What are the 
econometrical and simulation models used in measuring the merger’s 
economical impact? Which is the best practice to detect and minimize the 
cartels’ influence when all you have is the preliminary analysis of 
empirical data? 

These are only few exciting questions to which right now the 
answers start to shape contour. Certainly, to their clarification, the 
academic research (also from Romania) could bring a true done deal. 

17. E.g., among the most modern approaches, even inside the 
European Commission, we might include the use of quantitative 
methods in proceeding with competition investigations and analysis (see 
Berry - 1994, Berry, Levinsohn and Pakes - 1995, Nevo - 2000, Petrin – 
2002, Verboven 2002 and so on). Using the European Commission 
credentials, near to the action zone and supporting the DG Competition 
activity, since many years by now, is working an Advisory Committee 
responsible for group discussions and analysis regarding competition 
policies – Economic Advisory Group for Competition Policy – reuniting 
university scholars of a solid reputation, who are teaching at the most 
famous European universities. This Advisory Committee justifies its 
existence also under the circumstances of some decisions released by 
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the European Court of Justice, decisions which were banning the 
application of some regulations issued by the European Commission in 
the competition field as being ambiguous in interpreting and applying 
some economical principles more or less known by the public or lacking 
a solid academic grounding (e.g. T-144/02 Babyliss case, also known as 
“series results”, about the selling of a large quantity of products to a 
single retailer; similarities presents also the T – 210/01 case General 
Electric versus Commission – inadequate applying of “Cournot’s effect” etc.). 

 18. We still want to note an extremely recent direction (with no 
doubt, with great future) which we would like to call it „forensic 
economy” (see the works of the ACLE Workshop, University of 
Amsterdam – Forensic Economy in Competition Law Enforcement – 
March 2006), the name being attributed in accordance with the 
„forensic pathology” (the qualificative of „forensic” being used here to 
explain the practices and the academic research in lawfield). Briefly, it 
is about posting the whole demonstration regarding the infringements of 
the competition regulations on solid theoretical ground, able to stand 
juridical debate, grounds which might be present in a law court with the 
help of researchers, certified beyond any reasonable doubt and called to 
suport the European Commission claims. 

19. As a conclusion, we will quote, jogging our memory, an 
assertion made by an ex European Commissioner for Competition 
Matters (Mario Monti):  

“I truly believe that the management of the competition policies 
is asking for an increased contribution coming from the academic 
thinking people. Especially the contribution of those institutions which 
are irreversible connected to the real world, I mean the Universities”.  
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              Abstract:  
Viewing that the Common Agricultural Policy (CAP) is a cornerstone of the 
European Union (EU) general policy (and especially important for last new 
entrants - Romania and Bulgaria), the managing and editorial board of 
Competition Survey Journal commited to paper a research on the matter. The 
first two chapters are dedicated to EU-CAP explained and to the relationship 
between agricultural Romania and the CAP. The fourth chapter inquires into 
possibilities that competition and the protection of the economic competition 
could offer nearby alternative solutions from some problems of the CAP.  
The paper following hereinafter is the third chapter of this research, trying to 
highlight some deficiencies (or blemishes?) of the EU-CAP.  

 
I. Introduction 

 
1. Proposed by the European Commission in 1960, the Common 

Agricultural Policy (CAP) has been and it is a cornerstone of European 
Union (EU) policy relating (but not only) to farming and to the rural 
areas, aiming to provide a harmonized framework to ensure adequate 
supplies, to increase productivity and to ensure that both consumers and 
producers received a fair deal in the market. 

The CAP of the EU represents, in fact, a supranational 
concentrated decision making, which, in general, can have advantages, 
if one are able to utilize the prospective resulting gains in efficiency 
and economies of scale; efficiency gains emerge if it could be created 
effective common rules, standards and administrative procedures [1].  

 
2. Over time, agricultural priorities have shifted. After the switch 

to direct aids to farmers at the beginning of the 90s, agricultural policy 
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took on a new dimension in 2003, with 2005-2007 marking the 
fundamentals of the transformation of the CAP. This has moved from a 
production-based system on subsidies to a market-orientated system 
where direct financial support to farmers is decoupled from 
production and is dependent on producers meeting food safety, quality, 
environmental, plant health, animal health and welfare standards (the 
“cross-compliance” mechanism). 

The Common Agricultural Policy Explained, published by the 
European Commission in 2004 [2] states that financial assistance is 
given "to reduce the number of animals per hectare of land, leaving field 
boundaries uncultivated, creating ponds or other features, or by planting 
trees and hedges and so going beyond conventional good farming 
methods." Further aid may be given to farmers who voluntarily sign 
up to agri-environment commitments for a minimum period of five 
years, which would be a steady source of income for those who 
register. 

 
3. CAP spending has been, for many years, and it is also 

nowadays, the main component of the EU budget. It also provides the 
focus for some of the major disagreements among Member States and 
between the EU and the rest of the world. Attempts at reform have been 
legion, but not entirely successful, do not improving the efficiency of 
the CAP nor the friction with the rest of the world [3].  

We consider that the major policy problem was and it sems 
to be ever the uneven, non-right-targeted and, finally, effective 
inefficient CAP subsidizing of EU farmers [4].  

 
4. The CAP spending in 2005 jumped to 48.5 billion euros (cca. 

42,6% from the general budget) [5], up 11.2% over the previous year 
(non-agricultural expenditure fell slightly to 56.3 billion). 

The biggest recipients of EU money - and from CAP funds - in 
2005 were France, Germany, Spain and Italy. These four countries 
combined received 58.6% of the CAP budget, that is: France (20.7%), 
Germany (13.5%), Spain (13.3%) and Italy (11.4%). The UK was in fifth 
place spending 9% of the CAP budget. Poland, Hungary and the Czech 
Republic – the three largest new member states - accounted for 3.2%, 1.3% 
and 0.9% respectively [6].  

 
5. In 2006, the EU budgeted almost 55 billion euros for agriculture 

(cca. 45,5% - again the single most important item of the EU budget) [7] . 
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The biggest recipients of CAP funds kept about the same array also in 2006 [8]. 
The 2007 EU budget provided for an agricultural budget that 

was once more around 56 billion euros (44,4%) [9]. 
 
 

II. An artless question: Are most European citizens still  
prepared to pay public money to farmers?  

6. At a Congress of European Farmers in Strasbourg, in october 
2006, the European Commissioner for Agriculture and Rural 
Development, Mrs. M.F. Boel, stated some important affidavits [10], 
from which we quote: 

- a. “Most European citizens are still prepared to pay public 
money to farmers – but they want to see it spent well”;  

- b. “Farm products are private goods – goods for the market. 
Responsible stewardship of the land and compassionate treatment 
of farm animals are public goods”; “The Single Farm Payment and 
cross-compliance split private goods from public goods. Whereas 
private goods will be a matter mainly for the market, public money 
will be primarily a reward for providing public goods. Some 90 per 
cent of direct payments will depend on farmers' respect of high 
standards of environmental care, animal welfare and public health. 
They will not be linked to production.”  

We will use entirely the above item “b.” within another chapter 
of this study. For the moment: 

  
7. In this context (see item “a.” above), the Agriculture 

Directorate-General of the European Commission has been keen, 
sometimes, to measure public opinion on agriculture and the CAP, in 
order to both see how citizens view agriculture in general and to 
gauge reactions to recent developments. We will use bellow some key 
results from a latterly survey which, at that time (2006), has been 
interviewing citizens in the EU25 and also Bulgaria and Romania - so, 
we think that, the conclusions which could be extracted are also 
valuable today within EU27 [11] and [12]. So: 

 
8. In each European country, agriculture and the rural areas are 

seen of high importance for the future of the Europe - at least three 
quarters of the population believe that agriculture and the rural areas are 
important, independently of demographic factors. So, 88% (almost nine 
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in every ten) of respondents at EU27 level answered that they consider 
these to be important subjects. Even where there is the lowest level - 
Ireland and Bulgaria - three quarters of respondents answered “important’ 
or “very important”. The fact that in Ireland (14%) and, especially, in 
Bulgaria (17%) it was also a relatively high ratio of “DK - don’t know” 
answers indicates that the opinion is there, marginally, less clear.  

 
9. Now, about the awareness of the CAP… it must be said that 

by a tremendous coequal statistical result to above percentage (i.e. 
88%), the majority of Europeans have never heard or read about 
the CAP, or they recognize they don’t know really what it is. So, 
“most European citizens are still prepared to pay public money to 
farmers” ?  

10. We also register here that the main “first priorities” of the 
CAP policy aims, according to the European public awareness, should 
be (the authors of this paper assorted as quoted bellow some overall 
results in [11]): 

- a. the care for consumers health and safe, that is, we quote: 
ensuring that agricultural products are healthy and safe; helping 

farmers to adapt their production to consumer expectations; favoring 
methods of organic production; encouraging quality production; ensuring 
enough information about where the food comes from and how the food 
was produced/processed; ensuring availabilities of supplies of agricultural 
products, ensuring reasonable food prices for consumers (about 9%) - 
about 42% 

- b. the care for farmers, that is, we quote: 
ensuring a fair standard of living for farmers, protecting family 

type farms - about 20%  
- c. some matters of competitiveness, that is, we quote: 
improving the competitiveness of European agriculture; 

stabilizing the markets of agricultural products - about 11%  
- d. environmental and sustainable agricultural practices, 

that is, we quote: 
promoting respect for the environment, ensuring that farm 

animals are well treated, promoting sustainable agricultural practices - 
about 11% 

- e. enhancing rural areas - about 5% 
Quoting again some recent statements of Mrs. Boel (see 4.b. 

above), that is “Some 90 per cent of direct payments will depend on 
farmers’ respect of high standards of environmental care, animal 
welfare and public health”, we cannot dissemble that the priorities of the 
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European Commissioner for Agriculture and Rural Development (that 
kind of “public goods” where public money is primarily spent) seem 
not to be the public main “first priorities”.  

 
11. So, first of all, we have seen that large proportion of 

European citizens possess little or no-knowledge about the CAP 
(considering that the results also show that most citizens believe this to 
be of greatest importance), and we think that there is thus, at least, a 
wide scope for policy-makers and all kind of officials to raise their 
own and also the public awareness of CAP topics. Secondly, we 
highlighted what are considered to be the “first priorities” of the CAP 
by European citizens. 

And, to close this short statistical overview, we will emphasise (also 
from [11]) that the most trusted sources on agricultural topics for European 
citizens are consumer and environmental protection associations (38%), 
agricultural specialists and experts (34%) and farmers and their associations 
(28%) - it means there is no one of these channels that is considerably more 
trusted than others. Anyway, we have to accentuate that the same survey 
give us as a result that the European Union (12%) and governments of 
Member States (10%) are trusted by some smallest proportions by the 
population…  

 
 

III. A little opening towards transparency 
 
12. The authors feel the need to insert here some high statements 

about transparency in the EU. 
 E.g., some excerpts from a 3 March 2005 speech of Siim Kallas, 

Vice-President of the European Commission and Commissioner for 
Administrative Affairs, Audit and Anti-Fraud [13]. We quote: 

“The notion of transparency has moved to the frontline of the 
public debate and is now high on the European political agenda. It is 
due first and foremost to the fact that public institutions which have 
sound transparent practises perform better and are valued more highly. 
Transparency is an essential prerequisite for the integrity and 
credibility of our political institutions - local, national or 
international. Transparency is not an end in itself. Its aim is to promote the 
long term success of sound, time-tested policies by acquiring general 
public support. This may sound easy, but it is increasingly difficult 
because the public tends to become more demanding and less patient. 
Citizens want to have value for money. They pay taxes and demand good 
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government in return. Whenever high expectations are shattered, citizens 
express outrage and dismay at the ballot box. 

Therefore, each political institution should be aware that 
transparency must be an integral part of its policy. It should not be a 
smokescreen for a ‘make believe government’, nor an instrument which 
replaces substance by spin. Throughout history big political institutions 
believed to know what is best for citizens. In the political culture of 
many countries citizens were long regarded as the objects of 
policymakers, not as subjects…” 

 
13. Why such a declaration was needed? Maybe, firstly 

“because citizens often turn to the European Commission for 
information on the use of the EU budget, if this information is not 
disclosed at regional or national level. However, the existing legal 
framework explicitly bars the Commission from publishing 
information on beneficiaries” (especially of the CAP).  

 
14. On 3rd May 2006 the European Commission adopted a 

Green Paper on a European Transparency Initiative [14], from which we 
quote: 

“… the Commission stressed the importance of a “high level of 
transparency” to ensure that the Union is “open to public scrutiny and 
accountable for its work”. The Commission believes that high standards 
of transparency are part of the legitimacy of any modern administration. 
The European public is entitled to expect efficient, accountable and 
service-minded public institutions and that power and resources entrusted 
to political and public bodies are handled with care and never abused for 
personal gain.”  

But also a belated acknowledgment - “Information on 
beneficiaries of Community funds spent in partnership with Member 
states is currently in the hands of each Member State and any 
disclosures on the subject are left to their discretion.”, and that because 
a large part of the EU budget (75.7% of the EU budget or €86.6 billion a 
year) is spent in partnership with the Member States [15] - foregoing a 
beautiful statement of intentions - “Any coherent overall obligation on 
Member States would therefore have to be based on a new EU legal 
framework, directly applicable in all Member States, to ensure a consistent 
approach to all beneficiaries of EU funds.” Which “new EU legal 
framework, directly applicable in all Member States” do not exist and 
will not exist within a reasonable and considerable lapse of time. 



  

49 

15. The open public consultations about the above started on the 
same day launching a debate:  

- on lobbying,  
- on the introduction of legal obligations for Member States 

to publish the information about the beneficiaries of funds under 
shared management, as well as  

- on the Commission's consultation practices.  
The consultation period ended on 31st August 2006. And it was the 

first time the European Commission asks the question whether it would be 
desirable to introduce, at Community level, an obligation for Member 
States to make available information on beneficiaries of EU funds under 
shared management. 

 
16. “The public has a right to know” claimed the European 

Commission (vis-à-vis the Green paper) [15] and, for Vice-President 
and Commissioner Kallas, “In spending EU funds on programs and 
projects throughout and outside the Union, the EU institutions are 
accountable to the taxpayer. With the co-operation of the Member 
states, we can do much better to show how EU funds are spent.” 

 
17. A very enthusiastic European institution about the above 

statements was and is the European Ombudsman (a completely 
independent and impartial institution which investigates complaints 
about maladministration in the institutions and bodies of the European 
Union; the current Ombudsman is Mr P. Nikiforos Diamandouros who 
took office on 1 April 2003). Mr. Diamandouros, has welcomed the 
Commission's Green Paper on the European Transparency Initiative, 
and stated: "One quarter of the inquiries I carry out concerns lack of 
transparency. I therefore strongly support all measures which promote a 
more open and accountable EU administration. The Commission is right 
when it says that 'the European public is entitled to expect efficient, 
accountable and service-minded public institutions'…” [16]. Among the 
issues of particular interest to the Ombudsman was the ideas put 
forward in the area of mandatory disclosure of information concerning 
the beneficiaries of EU funds and the Commission's minimum standards 
of consultation. "Over the past year, I have dealt with several 
complaints in these areas, including two on the lack of transparency 
regarding beneficiaries of EU agricultural funds", said Mr. 
Diamandouros. "I am therefore particularly encouraged by the 
Commission's efforts to make data on beneficiaries of EU funds more 
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accessible… As I mentioned in the presentation of my Annual Report 
2005 to the European Parliament's Committee on Petitions…working 
openly and allowing for public scrutiny are among the all important 
means to building trust among citizens. I look forward to following the 
reactions to this Green Paper and to working with the institutions and 
bodies to make for a top-class EU administration capable of fully 
subscribing to the service culture that places the citizen at the very 
centre of its concerns." - see also [17]. 

 
18. But one great clue is the authors of this paper (toghether 

with other aristarchs and fault-finders) could not dissemble that the 
intentional and tinsel priorities in [14] seem not to be “the introduction 
of legal obligations for Member States to publish the information about 
the beneficiaries of funds under shared management” but some biases 
tending to close the mouth to some “lobby groups on European Union”. 
Why are we thinking that? Because, between many other basic 
criticisms, almost ¾ of [14] is dedicated to lobbying and because the 
[15] emphasises the same drift. And to bumper the glass, let’s remember 
that another fresh speech of Commissioner Siim Kallas on transparency 
initiative [18] is about dedicated to the “specific issue of lobbying” 
(which is not our today subject).  

 
 

IV. A jealously ever hold back political secret faced to the public 
need for more transparency in farm subsidies and a few hardly 

chiped away breaches 
 
19. Which farms get most of the Brussels aid pot? Who gets how 

much? Previously secret data seemd to show that EU farm subsidies 
particularly benefit the large agricultural corporations and the country 
aristocracy. Is that right? Some answers could be given, especially thanks 
to some public, non-governmental organisations and to the mas-media. 

 
20. Some data related to the 2005 financial year and released 

only March 2007 by the European Commission shows an amasing and 
increasingly unequal distribution of the EU's farm subsidies. So, 
across the whole EU, 85 per cent of payments go to the largest 18 per 
cent of Europe's farms (in the previous financial year, 85 per cent of 
payments was shared among the largest 23 per cent of recipients). The 
figures also show that there are 910 more farms in the top bracket of 
recipients (2 790 farms) who receive more than €300,000 a year 
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compared to the previous year 91880 farms). As Jack Thurston said 
[19]: “… the CAP is not a small farms policy. Europe's wealthy 
landowners and giant agribusinesses scoop up the lion's share of farm 
subsidies. The more we find out about who gets what, the more we 
see just how disconnected the common agricultural policy is from 
the perceptions of the ordinary Europeans who foot the bill." 

 
21. Other notable points emphasised also by Jack Thurston for 

2005 financial year [19] are the following: 
- in the EU-15, 20 per cent of farms get 80 per cent of the 

payments;  
- in the CEEC (Candidate Countries of Central and Eastern 

Europe)) - 10 countries which joined the EU in 2004, account for 19% 
of European farm area and 15% of livestock, but got just 5% of the 
direct payments in 2005; 7 per cent of the farms get 61 per cent of the 
payments; 

- Germany is the country with the highest number of large farms, 
with 1 660 receiving more than €300 000, up from 960 the previous 
year; in the UK, there are 90 farms receiving more than €500 000, and 
420 receiving more than €300 000 (this is up on last year, when the 
comparable figures were 60 and 320, respectively);  

- in the UK, 55 per cent of payments go to just 11.4 per cent of 
recipients and 80 per cent of payments go to the top 28 per cent of 
recipients;  

- in France the largest 30.8 per cent of farmers get 73.7 per cent 
of all payments; 

- in Italy, the top 10.6 per cent of farmers get 70.3 per cent of all 
payments; 

- in Poland, 5.6 per cent of farmers get 39.6 per cent of 
payments; 

- in Spain, 81.5 per cent of payments go to the top 22 per cent of 
recipients;  

- in Germany, 68.6 per cent of payments go to the top 17.7 per 
cent of recipients; 

- in Denmark, 73.3 per cent of payments go to the top 27.7 per 
cent of recipients. 

 
22. Another aspect: the enormous variability in farm subsidies 

per unit of land is the result of the historical system on which payments 
are now made. Despite claims by politicians that farmers are being 
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paid for environmental stewardship, the single most important 
factor determining what a farmer receives in subsidy is not the 
amount of environmental benefit generated by that land but seems 
to be the amount of subsidy paid on the land during the so-called 
“reference period” of 2000-2002. This results in parcels of land that 
are side-by-side, and identical in every way, receiving vastly different 
amounts of subsidy, all determined by historical accidents. If in 2000-02 
the land was being used to grow an unsubsidised crop like potatoes or to 
raise unsubsidised animals like pigs, the land does not qualify for the 
bulk of the Single Farm Payment. 

 
23. To materialise some above statements and to see, at this very 

moment, the stage about the agricultural subsidies transparency, we will 
specificate below a few countries examples.  

 
IV.a. United Kingdom (being, as many other times, in the 

front line) 
24. The United Kingdom specific data consists of separate data 

provided by authorities in England, Scotland, Wales and Northern 
Ireland. Authorities in England first released data in March 2005; soon 
after, Northern Ireland; Scotland and Wales followed in 2006. The 
amount of data varies from country to country. Data in England covers 
three years: 2002/03, 2003/04 and 2004/05; in Northern Ireland covers 
2002/03 and 2003/04; in Scotland and Wales covers 2005/06. Data 
includes recipient name and amount and some regional information but 
does not include detailed geographic location. Scotland is the only 
country to disclose scheme names – see FARMSUBSIDY.ORG [20] a 
wonderful public organization and site to which we are much obliged 
for many information and commentaries within this paper. 

 
25. A report in The Times has revealed what must be the highest 

farm subsidy payout per unit of land: £11 000 per acre (around €40 000 
per hectare) for a 5 acre plot in England. [21]. According to the report, 
the entitlement was for a five-acre plot owned by a farmer whose payout 
was based on what he had received for the large cattle herd he had 
owned in 2001 (the subsidy super-charged land was reported to The 
Times by George Paton, a partner at WebbPaton, a firm of rural valuers 
based in Wootton Bassett, Wiltshire - Mr. Paton brokered the sale of the 
land from one farmer to another: “I sold it to another farmer for £22,000 
a hectare (£8,906 an acre),” said Paton.). 



  

53 

 
26. The quoted above Mr. Paton’s report also features new 

figures showing that there has been an enormous increase in claimants 
of farm subsidies in England under the new “decoupled” system which 
allows owners of small pony paddocks and flower meadows to claim 
the EU aid known as the Single Farm Payment. This avalanche of new 
claims is one of the contributory factors to the failure of the UK 
government to make subsidy payments on time, which has caused 
severe financial strain on farmers who rely on subsidies to keep 
their businesses afloat [22] 

 
27. According to figures released by the Rural Payments Agency 

(RPA - see [23]), an estimated 30,000 owners of small parcels of land in 
England are enjoying subsidies worth £30m a year from Brussels. To 
qualify, the owner does not have to farm or even graze ponies. The land 
can be used as wild-flower meadows, for clay pigeon shooting or even 
barbecues as long as it is kept in “good agricultural and environmental 
condition”, the agency said. 

City workers with second homes in the country are getting 
European Union farming subsidies for millions of pounds a year to pay for 
tending their private grounds and paddocks. The right to claim the EU 
payment is being bought by the second-home owners from professional 
farmers who were being paid it for keeping their land free from weeds and 
as habitats for wildlife. 

The claims are being blamed for helping clog up the agency with 
thousands of extra applications, leading to delays in payouts for genuine 
farmers. The same Mr. Paton quoted above said: “If you’ve got a country 
house with 10 acres and a pony paddock you can get these payments. It’s 
ludicrous and has messed up the payments for proper farmers.”  

 
28. The Single Payment Scheme (SPS), introduced in 2005, 

replaced a range of farming subsidies pegged to a farmer’s level of 
production that gave incentives for growing crops far in excess of what the 
market needed (which led to the “grain mountain” and “wine lake” gluts 
for which the EU was known). Now landowners and farmers can claim 
payments based on the area of land they hold, regardless of whether or not 
they produce anything. E.g., the RPA paid out £1.5 billion to landowners 
last year, including to the Prince of Wales for land at Home Farm, part 
of his Highgrove estate in Gloucestershire, as well as to the Queen for 
her land at Balmoral, Sandringham and Windsor Castle. 
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29. A secondary market in the subsidies has blossomed because 
farmers are allowed to sell on their entitlements – which can be worth 
from a few pounds up to in a few cases £11,000 a year per acre – even if 
they sell up and retire. The system was introduced to allow farmers 
buying land that had not previously been farmed to acquire subsidies. 
But they have not been the only buyers. As we said above, city workers 
and other “lifestyle farmers”, whose livelihoods do not depend on 
agriculture, are also buying the subsidy rights. They are then paid to 
tend their land even if it is a meadow or paddock.  

Richard Skeates, a director at Lane Fox, an estate agency, claims 
a subsidy on paddocks at his north Wiltshire home of £510 a year. By 
2012 he will be paid £1,800 a year under the terms of the European 
commission arrangement. Some of his neighbours graze three ponies on 
the 30-acre paddocks and he says he spends more than the subsidy on 
maintaining the land to the required standard, which includes 
preventing horses from eating trees and hedges and ensuring it is 
not overgrazed. “Some people complain saying this is an agricultural 
subsidy that wasn’t designed for pony paddocks, but it has achieved a 
lot by encouraging owners to protect the environment better,” said 
Skeates. 

 
30. It must be said that there are others (a few) which have 

resisted the subsidy. “I would feel a bit of a fraud claiming this,” said 
Mike Warburton, a tax accountant who owns a house in Gloucestershire 
with a paddock and wild-flower meadow; “it is for farmers, not for 
people like me. People are claiming money for really doing nothing on 
their land.”  

 
31. So, the subsidies can be a good investment. Rates vary but 

buying a subsidy off a farmer for £100 an acre could yield a return of 
£400 an acre over the next four years – although there is a risk 
because the EU is intendind to review the whole system in 2012.  

Iain Curry of Bays Curry McCowen, an agricultural consultancy 
based in Winchester, said: “I bought someone an entitlement for 30 
acres for £3,000. It was a country house with about 30 acres worth 
about £3m. He let his next-door neighbour put his cattle there and 
would have got about £2,400 (subsidy) in the first year.”  
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32. To conclude a little bit how UK nonfarmers cash in on EU 
subsidies: 

- Under the European single payment scheme introduced in 
2005, landowners and farmers are no longer paid solely according to 
what they produce. They can claim subsidies for keeping some land in 
good environmental and agricultural condition; 

- Rights to claim subsidies worth £1.5 billion a year in England 
and can be bought and sold. House owners with paddocks or fields can 
qualify if they buy subsidy from farmers who retire or sell up;  

- Subsidy rights are advertised in farming magazines and 
through land agents and can be bought to match the acreage of land 
held. In one typical recent deal, a nonfarmer with 30 acres around his 
house in Hampshire bought subsidy rights for £3,000 from owner of a 
30-acre agricultural smallholding. The purchaser earned an estimated 
£2,400 payments in his first year;  

- The Rural Payments Agency, which manages the scheme, 
estimates 30,000 owners of small parcels of land and paddocks claim 
subsidies. Some are genuine small-scale farmers, but others have 
been blamed for clogging the system and slowing payments. 

 
33. And, finally, some latest good news about the transparency: 
According to a recent article within The Times newspaper 

(November 15, 2007) [24] “people will be able to keep a check on 
farmers, including the Queen and her private Sandringham estate, in 
order to establish their “green” ratings”. The amount of money paid to 
each farmer for looking after the landscape and wildlife is also to be 
made public for the first time. The information is to be released on the 
website of Natural England, the Government’s landscape adviser [25]. 
Sir Martin Doughty, chairman of Natural England, in an interview with 
The Times said this was just the beginning of a powerful and interactive 
website for citizens to find out more about agri-environment policy. 
“There is still a lot of work to do and to start with we will just publish 
the raw material. But I hope eventually that once you have found the 
farm you are interested in, you will be able to zoom in on the holding 
and see what the farmer is doing for his money… I think the public 
ought to know where their taxes are going.” (the last figures being 
about £1.7 billion is paid to English farmers under the CAP, the bulk of 
it in farm support; about £320 million is allocated for green farming 
schemes and is paid to about 32,000 farmers, roughly a third of the 
total; in England there are 9,266 hectares - 22,900 acres - of agricultural 
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land suitable for environmental programmes, but so far only 4,670 
hectares are included in green schemes; Natural England hopes to see 
this last figure increase by 10 per cent by the end of the year). 

 
IV.b. Austria 
34. Austria released only lately data on farm subsidy recipients, 

according to [26]. And it is an amazing story “of princes, barons and 
fairytale castles gilded with public money”, after for more than ten years 
the Austrian government jealously refused to release data on who gets 
what from the €1.6 billion spent in Austria on farm subsidies. The fresh 
new data shows that it is not the small farmers who get the money but 
the large aristocratic estates. 

Topping the list is Hans Adam II, the Prince of Liechtenstein, 
who received €1.7 million in 2006. The Prince owns the LTG banking 
group and has a personal fortune estimated at more than €2.5 billion. He 
is said to one of the world's richest heads of state. That he should top the 
list of CAP beneficiaries in Austria “is not without irony: the Prince is 
not even a citizen of the European Union, whose taxpayers finance his 
huge handout”. 

The second placed recipient is Baron Paul Waldbott-
Bassenheim, whose estates including the Baroque castle Schloss 
Halbturn netted him €1.1 million in CAP payments in 2006. The Church 
also enjoys large subsidies from Brussels - since the late 1990s, the 
Heiligenkreuz Abbey received almost €700 000 a year (then almost 10 
million Shilling). The Cistercian monastery follow with €300 000 and is 
joined on the above list by the Austrian company that produces the Red 
Bull energy drink, which has received six-figure payouts in under the 
CAP export subsidy schemes. 

 
IV.c. Germany 
35. Until now, Germany had been kept in the dark but the names 

of the recipients of EU agricultural support are beginning to surface. 
The first major breakthrough that has been made until now in lifting the 
veil on farm subsidy payments in Germany is the lately release of the 
data on payments of farm subsidies in the German bundesland 
Nordrhein-Westphalia (18 million citizens and the most populous of all 
the bundesländer) for the years 2002-2006 totaling more than €385 
million [27] - and it must be emphasised that this particular release of 
data is due to a German Court ruling in a legal case pushing for full 
disclosure, promoted by the two authors-journalists of the above quoted 
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article. The data includes all payments to companies but excludes all 
payments to individuals (this means that the majority of payments 
are still secret).  

This unique breakthrough seems to prove what experts 
previously could only guess: “the EU encourages supports the old 
aristocracy and the German agribusinesses with some huge sums of 
money”. The biggest recipient is Centralmarkt Roisdorf/Straelen, which 
recieved €13 428 707 over the five year period. Number two, the dairy 
giant Campina, claimed about €12.7 million since 2002 from the EU's 
single milk subsidy scheme. The Metternich Ratibor Corvey company 
of Viktor Prince of Ratibor and Corvey received more than €1.3 million 
in the same period. The Schlenderhan estate and stud near Cologne 
received €521 000; it belongs to the Baroness Karin von Ullmann, 
whose assets are valued at €4.1 billion. 

 In 2006, the largest recipient was the fruit and vegetable 
cooperative Landgard, which collected €3.8 million. On the list there are 
also companies like the energy supplier RWE Power. For the reclamation 
of former brown coal mines, the Group received about €2.1 million in total 
since 2002. The chemical giant Bayer received up to €97 400 a year for the 
the cultivation of sugar beet and wheat on its experimental farm in Laacher. 
The Unilever Group's subsidiary Iglo received around 700,000 euros since 
2004 for 'the expansion of spinach and herb processing'; Iglo was sold by 
Unilver in August 2006. 

 Until this list was made public, only a small number of 
payments had been made public, such as the €2.8 million reported by 
Südzucker AG in the year 2004, which made it the largest aid recipient 
country in western Germany. Or the pig breeding company Klein 
Wanzleben in Saxony-Anhalt, which received annual entitlement up to 
about €2.3 million. 

 Fearing “the politics of envy” Germany's federal Agriculture 
Minister Horst Seehofer has long stood against the publication of such 
figures. 

 
36. It must be said that, until now, some only thirteen other 

EU countries are already disclosing more data than Germany has 
done - and only in some few cases publishing the data on their own 
initiative (Sweden has for long time ago retained its position as the 
most transparent EU Member States about farm subsidies).  

 
IV.d. Denmark 
37. Danish journalists obtained the first set of data after 18 

months of fighting a FOI (Freedom Of Information) case. The 
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authorities handed it over in May 2004; the data covers the years 2002 
and 2003 and it is not consistent regarding schemes and names of 
recipients. 

 
IV.e. Finland 
38. Data from 2004 was presented to the Finnish broadcast 

corporation for the 100 largest recipients in a single payment scheme 
and the largest recipient in 306 of the Finnish municipalities.  

 
IV.f. France 
39. France is Europe's biggest beneficiary of farm subsidies, 

accounting for more than twenty per cent of all payments under the 
Common Agricultural Policy, a shade over €10 billion a year. Farm 
payments in France are highly concentrated, with the top 10 per cent of 
recipients netting 36 per cent of payments.  

The French government has consistently refused to disclose 
information on farm subsidy payments. For 2004, two of the largest 
paying agencies (ONIC/ONIOL - Office National Interprofessionnel des 
Céréales-Office National Interprofessionnel des Oléagineux, 
Proteagineux et Cultures Textiles and OFIVAL - Office National 
Interprofessionnel des Viandes, de l’Elevage et de l'Aviculture) released 
only the names of 20 large recipients and the associated 20 payments 
made in 2004 (so data from France is practically nonexistent). An 
“independent and non-partisan European, Paris-based research centre” - 
Groupe d'Economie Mondiale (GEM) [28] is continuing with a legal 
case to require full disclosure of all recipients. 

A new legal opinion on the French government's refusal to release 
data on farm subsidy recipients [29] “tells a story of evasion, obstruction 
and inconsistency” showing how French government agencies have 
continued to refuse the requests for data on who gets what from the CAP 
in France. 

 
IV. g. Greece 
40. The Government in Greece has for long time refused to 

release any data on farm subsidy recipients. In September 2005 
journalist Chara Bourgani obtained given figures by fax (for the years 
2000-2005) from two departments (of Economics and of Information), 
but it was general sums and they did not even coincide. She describes 
the data as “not trustworthy”. She did not get the numbers of the 
beneficiaries on the grounds that it would take the department to long. 
Her requests for data identifying the beneficiaries were denied, “because 
it belongs to personal data”. 
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IV.h. Ireland 
41. In the summer of 2005, the journalist Aideen Sheehan of the 

Irish Independent ([30] - a publishing independent company spanning 
four continents) wrote a story about the top 20 recipients of EU farm 
subsidies in Ireland. The journalist described how the newspaper had 
got access to the data from the Department of Agriculture under the 
Freedom of Information Act, after the Department refused to release 
this information or any other information on farm subsidy recipients. 
Until July 2007 the government put out some lists of the top 100 
recipients without any information schemes. 

 
IV.i. Italy 
42. Six Italian regional authorities have released some data on 

farm subsidy recipients. This data has been obtained from six separate 
web sites at the end of 2006 and beginning of 2007 but only by by using 
web crawlers (web spiders or web robots). The quality of data is poor.  

 
IV.j. Netherlands 
43. Government authorities in the Netherlands first released 

some (poor) data on farm subsidy payments in September 2005.  
 
IV.k. Poland 
44. Freelance journalist, Andrzej Krajewski lodged his request 

for data on 31 August 2005 and on 30 September he was refused. The 
refusal was based on a provision that prohibits information about 
payments to be accessed by anybody else than State Census Bureau. 
Together with his legal adviser Jacek Kowalewski, the journalist mailed 
a letter to the Minister of Agriculture, who is overseeing the refusing 
authority - ARIMR, and introduced many Court appeals. In July 2007, 
viewing the farmsubsidy.org's campaign and the stregth of public 
opinion in Poland and abroad, the Polish government decided to release 
the data (which appears to be reasonably comprehensive, although there 
are some problems about locations and schemes) and published on a 
government website details on 1,5 million recipients of EU farm 
subsidies - see also [31]. 

 
The biggest beneficiary of EU farmsubsidies in Poland, Mr 

Henryk Stoklosa gets more than the whole English Royal family – over 
1.5 million Euro a year. The former senator who owns over 160 000 
hectares of land in western Pomerania recently has been the most 
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wanted man in Poland. A warrant for tax evasions was released after 
him in January 2007. 

 
IV.l. Spain 
45. Several autonomus governments of Spain have released 

some farm subsidy data for 2001-2006, but in all cases the quality of 
data is poor. 

 
And so long and so on…  
 
 
 

V. No close anticipate end for this “Da Vinci code” secrecy 
surrounding who gets what from the CAP-EU 

 
46. Noisly announced with trumpets and clarions [32], a new EU 

revised Financial Regulation [33] was officially appreciated as follows: 
“With this, the European Commission's ambitious Transparency 
Initiative launched end 2005 has achieved its first objective”. And also: 
“The disclosure rules now established form part of a wider reform of 
financial management rules, laid down in the EU's central Financial 
Regulation. Key elements of this reform are: simplification of 
procedures, reducing red tape and increasing flexibility… ” 

For Vice-President Kallas, this legal requirement to disclose 
beneficiary information for EU funds is again an important step forward 
towards increased accountability: “This is a great success for the 
European Transparency Initiative. Transparency is a key means of 
ensuring fairness of decision-making and public oversight; it gives 
citizens the opportunity for real democratic participation.” 

Do you think that all this above is marvelous? 
 
47. If you think so, please access just now on ec.europa.eu. 

some directories such as “European Commission > Agriculture and 
Rural Development > Beneficiaries of CAP payments” or “European 
Commission > Grants of the European Union > Beneficiaries of 
Grants”. The emptiness and the flimsiness (poor data) in such 
directories will administer to you a cold shower. And that because 
“With adoption of the revised Financial Regulation the EU has 
committed itself to full transparency about who receives monies from 
the EU budget”, but… “There will be annual ex-post publication of 
beneficiaries of money received from the Structural Funds as from 
2008 and of money received under the Common Agricultural Policy 
as of 2009”. And that will be again not mandatory, but follow-up 
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recommended to the good offices of the Member States (as we will 
see below, “The European Parliament would like all national lists of 
recipients of EU direct farm aid to be published on the Internet and for 
links to be created from the Commission's website to websites of the 
paying agencies in the Member States” [34]) … Which Member States, 
as we could see, although high pressure from public, NGOs and mass-
media, will be not rashing to debunk such a high ciphered-classified-
darkly CAP secrets following such a maidenly question put up by EU 
institutions!  

 
48. About our paper’ subject, we cannot state if it is or not a 

matter to wonder what to do until 2009 (and, under a reasonable 
analysis, long time far ahead). All what the authors of this paper can do 
for the moment, is to give the floor to the accountants. 

 
 

VI. The floor to the accountants 
 
49. The European Court of Auditors, the independent external 

auditor of the EU, publishes each year an Annual Report on the 
implementation of the EU budget. This Report is a component of the 
discharge procedure which brings the annual budgetary process to an end. 

It must be said that Article 274 of the EC Treaty [35] assigns to 
the Commission the competence and accountability for implementation 
of the budget, in conformity with the provisions of the regulations and 
having regard to the principles of sound financial management. The role 
of the Court of Auditors is to assess financial management in the system 
as a whole, and in so doing to contribute to improvements in the way 
the EU budget is managed. 

 
50. The European Court of Auditors 2006 Report [36] cites weak 

internal controls both at the Commission and in the member states as the 
main reason why 80% of the EU budget failed the audit. 

Court of Auditors President Hubert Weber said: “Reasons for the 
errors in the underlying transactions include neglect, poor knowledge of the 
often complex rules and presumed attempts to defraud the EU budget… I 
believe that the EU's citizens are entitled to expect EU funds to be properly 
managed and controlled across the Union” [37]. 

The Report singled out irregular payments under the 
Commission's structural and farm policies as particularly 
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problematic. It said 12% of regional aid was not properly accounted 
for, and stated that “among new beneficiaries of EU agricultural aid 
are railway companies, horse riding and breeding clubs, golf and 
leisure clubs and city councils”. And, one could specify many other 
corporate beneficiaries like Arla, Campina, Nestle, Philip Morris, Tate 
and Lyle, Lufthansa, Gate Gourmet etc. [20]. 

  
51. We quote some other “conclusions and recommendations” 

mainly from Chapter 5 (The common agricultural policy) of the Report: 
- In financial year 2006, the “decoupled direct aid” and the “rural 

development” figured for almost a half (48%) in the breakdown of EAGGF 
(European Agricultural Guidance and Guarantee Fund) - Guarantee 
expenditure; 

 
Fig. Breakdown of EAGGF – Guarantee expenditure by sector - financial year 2006. 

 
 

Source: [38] quoted in [36]  
 
- Agriculture and Rural development expenditure under the 

Gurantee Fund is affected by errors wich, although decreasing, remain 
material; 

- Allocation of entitlements to landowners that never exercised 
any agricultural activity and who only keep land in GAEC (Good 
Agriculture and Environment Conditions) has led to substantial 
redistributional effects of EU aid, away from farmers to lanlords, 
particularly in the dynamic hybrid model; 

- In the past, landowners would rent out farm land to tenant 
farmers, and it would be the tenant farmer who would work the land and 
claim the subsidy. Under the new system in countries adopting the 'area 



  

63 

based' system, landowners themselves can qualify for the Single Payment 
Scheme and are now receiving the payments themselves directly, while 
continuing to rent out the land to tenant farmers, who are essentially 
cut out of the system; 

- Only Belgium, Denmark, Italy, Luxembourg and Sweden 
chose to apply the so-called “windfall profits clause” that allows 
governments to claw back too large windfall profits that have been 
made by many beneficiaries as a result of the many changes in the 
system of farm subsidies that have been implemented over the past few 
years;  

- In rural development, the agri-environmental measures are 
prone to a high incidence of errors, by both nature and amount, 
because farmers do not meet the (often complex) eligibility conditions, 
such as observance of good farming practices; the Court found in seven 
out of eight cases audited that farmers had not met their commitments or 
that some conditions had not been effectively checked by the 
authorities; 

- The Commission’s financial clearance decisions concern the 
reliability of the accounts; the certificates issued by the Certifying 
bodies do not cover legality and regularity; claims for EU aid are not 
usually checked by them on the spot; in order to improve the assurance 
that can be gained from this element of clearance, the Commission 
services should make frequent audit visits to a sufficient number of 
certifying bodies and ensure that conditions for its desk review of 
Certifying bodies’ certificates and reports provide for adequate scope 
and depth; 

- Although clearance systems (as well as post-payments checks) 
have the objective of excluding expenditure which does not comply 
with Community rules, at present they fail to do so at the level of 
payments to final beneficiaries; the level of the irregular payments 
financed by the CAP is not yet known or estimated by the Commission 
in a way considered appropriate by the Court of Auditors; in order to 
estimate the level of irregularities, an appropriate sampling method 
should be clearly defined (see [39]) and the legality and regularity of 
expenditure should be verified at the level of the final beneficiary (see [40]).  
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VII. The last hope - a “Robin Hood” model action? 
 
52. In March 2007, the European Commission, exceeded by the 

importance of the subject, and do not seeing any getting out, delivered 
to the European Parliament a new Proposal on the financing of the 
Common Agricultural Policy [41]. 

 
53. In 11 October 2007, the European Parliament adopted a 

resolution drafted by Jorgo Chatzimarkakis, and approved the proposal 
for a Council regulation amending Regulation (EC) No 1290/2005 on 
the financing of the common agricultural policy, subject to some 
amendments (the text, as adopted by the EP on 11 October, was not yet 
available at the time of the redaction of this paper - but see [42]).  

 
54. Admitting the capital importance of the transparency for the 

EU-CAP, the new regulation do not find actually any legal solution to 
impose an issue. But, to do something by other way (or by other model), 
they imposed some payment limits on the very largest farm subsidies in 
the European Union, a so-called “health check” – in an attempt to 
achieve “a better way of handling available resources”, as 
Commission agricultural spokesman Michael Mann confirmed on 7 
November. While the communications not yet contain detailed 
legislative proposals, it will be suggested “a graduated reduction in 
payments above a certain level”. Precise figures would not be decided 
until next spring, but Mr. Mann said that “perhaps” the plan could entail 
a 10% reduction in payments for all farms receiving more than 
€100,000, 25% for those getting more than 200,000, and 45% for those 
above €300,000.  

“Large farms already have a significant economy per scale and 
therefore do not need similar per hectare payments to those small farms 
would need”, said Mr. Mann, adding that, under the plans, the money 
saved would be invested in rural development projects in the country 
which sees its subsidies cut (however, according to the NGO 
Farmsubsidy.org, the proposed limitations would affect just 0.3% of all 
recipients, cutting total subsidies by just €554 million - 1.7% of all 
payments…).  

The plan is likely to face significant resistance from member 
states. A plan to cut CAP payments at €300,000 per farm was put 
forward in 2002, but, as Mr. Mann pointed out, “it did not get beyond 
the idea stage, so we'll have to see what happens this time.” [43]. 
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55. Anyway, such a pointedly (and cornerwise) approach to the de 
facto problem of the CAP (which it seems to be the transparency), has 
been already qualified as a kind of courageous “Robin Hood” type 
action of the EU [44], to which it is by no means clear how member 
states will react. The only clear idea is the solving of EU-CAP actual 
problems is yet afar. 

 
56. Faced to the whole above hugger-mugger situation and in 

order to half way conclude, the authors of this paper are very pleased to 
catch at a firm reef in the storm and to quote here, completely and 
absolutely, Article 33 of the EC Treaty [35]: 

 
“1. The objectives of the common agricultural policy shall be: 
(a) to increase agricultural productivity by promoting technical 

progress and by ensuring the rational development of agricultural 
production and the optimum utilization of the factors of production, in 
particular labour; 

(b) thus to ensure a fair standard of living for the agricultural 
community, in particular by increasing the individual earnings of 
persons engaged in agriculture; 

(c) to stabilize markets; 
(d) to assure the availability of supplies; 
(e) to ensure that supplies reach consumers at reasonable prices. 
2. In working out the common agricultural policy and the special 

methods for its application, account shall be taken of: 
(a) the particular nature of agricultural activity, which results 

from the social structure of agriculture and from structural and natural 
disparities between the various agricultural regions; 

(b) the need to effect the appropriate adjustments by degrees; 
(c) the fact that in the Member States agriculture constitutes a 

sector closely linked with the economy as a whole.” 
 
57. That means we think that, after more than a half of a century 

for accounting “the need to effect the appropriate adjustments by 
degree”, maybe, it could be about time to envisage, between many 
others, a new (old) angle of approach to the EU-CAP following some 
master principles the EU was built upon, and especially to check if the 
magic word “competition” could have or not, eventually, something to 
do within the matter (a nearby alternative solution from some problems 
of the CAP …).  
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             Abstract: 
Viewing that the Common Agricultural Policy (CAP) is a cornerstone of the 
European Union (EU) general policy (and especially important for last new 
entrants - Romania and Bulgaria), the managing and editorial board of 
Competition Survey Journal commited to paper a research on the matter. The 
first three chapters are dedicated to EU-CAP explained, to the relationship 
between agricultural Romania and the CAP and to highlight some deficiencies (or 
blemishes?) of the EU-CAP.  
The paper following is the fourth chapter of this research inquiring into 
possibilities that competition and the protection of the economic competition 
could exhibit nearby alternative solutions from some problems of the CAP.  

 
 
 

I. A little “no one can deny” exercise 
 
1. For the moment, please allow the authors some credibility for 

the following statements. So, no one can deny that: 
a. Agricultural market and markets have a particular 

position in the European Union (EU).  
The European Union-Common Agricultural Policy (EU-CAP), 

that mainly means the greatest part of the EU budget allocated to 
agricultural subsidies, involves also many and all sorts of constraints, 
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such as environmental or regional cohesion and rural development, 
which are however not necessarily specific to agriculture. Further, the 
agriculture marketplace is undergoing, we could say, from a century, 
significant changes, as a result, for instance, of globalization and 
technological innovations. 

b. Agriculture is an economic activity. 
For the purposes of competition rules, an “undertaking” (the word 

used in the Consolidated European Treaty - CET - for any economic legal 
entity [2]) covers “any entity engaged in an economic activity, 
regardless of its legal status” (see also [62] and other decisions of the 
ECJ). The European Court of Justice (ECJ) has further and upon a time 
decided that “any activity consisting in offering goods and services on 
a given market is an economic activity”. In that sense, agriculture is 
certainly an economic activity. There is therefore no doubt that farmers 
are undertakings to whom, as to any undertaking, competition rules may 
be applied; and either no doubt that associations of farmers like 
cooperatives are associations of undertakings, whose behavior may be 
caught by EU competition rules. 

 
 

II. To catch at some firm reefs in the storm 
 
2. The authors of this paper have such a filling that they are 

deeping in some unfathomableness water abysses profundity without a 
guarded diving device (see also, to underlie this filling, [1]). 

So, in order to breathe a minimum bracing airstream before 
deeping, as another many times, we will catch a little at two firm reef in 
the storm, we mean the EC Treaty (ECT) and the European Court of 
Justice (ECJ) judgments. 

3. Firstly we will quote two articles from ECT [2]: 
 “Article 2. – The Community shall have as its task, by 

establishing a common market and an economic and monetary union 
and by implementing common policies or activities referred to in 
Articles 3 and 4, to promote throughout the Community a harmonious, 
balanced and sustainable development of economic activities, a high 
level of employment and of social protection, equality between men and 
women, sustainable and non-inflationary growth, a high degree of 
competitiveness and convergence of economic performance, a high 
level of protection and improvement of the quality of the environment, 
the raising of the standard of living and quality of life, and economic 
and social cohesion and solidarity among Member States. 
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Article 3. – 1. For the purposes set out in Article 2, the activities 
of the Community shall include, as provided in this Treaty and in 
accordance with the timetable set out therein:… 

 (e) a common policy in the sphere of agriculture and 
fisheries;… 

 (g) a system ensuring that competition in the internal market is 
not distorted;…” 

4. Secondly, as other many times, within other papers, the 
authors will state that they are sure that the ECJ also performs, together 
with its well-known judicial assignments, the duties of a Constitutional 
Court for the European Union.  

It is sure there is not a single agreed-upon definition of what a 
“Constitutional Court” is, but everybody would probably agree that it 
requires as a minimum, first, a “constitution” (or any other “supreme 
law of the land” or Magna Carta) and, second, a Court defending and 
interpreting this basic charter. So, as regards the existence of a 
constitution in the EU legal order, we think it is not necessary to wait 
for the ratification of the Constitutional Treaty or any other formal 
constitution before we can say that such a set of norms exists. The 
question of how these functions are fulfilled by the actual European 
Treaties within the framework of the EU legal order is complex, and the 
contribution to this debate (articles, papers, textbooks, speeches, etc.) 
“are legion”. But it is obvious that the existing Treaties – as 
interpreted by ECJ – contain many provisions aimed at defining, 
distributing and limiting powers and competence among the various EU 
political entities (including the Member States) as well as other 
provisions aimed at protecting certain fundamental rights and principles. 
It cannot be denied that at least some important provisions of the 
Treaties are of a constitutional nature [3]. 

As noted by the ECJ in a line of cases starting, e.g., with Les 
Verts vs. Parliament [4], the Treaties are our “basic constitutional 
charter”. 

5. And also, as it is well known, the ECJ’s role under Article 220 
ECT is to ensure that in the interpretation and application of the 
ECT the law is observed. From a more academic point of view, it is 
also widely accepted that the ECJ frequently resorts to interpretative 
techniques and tradeoffs that are quite typical of constitutional 
adjudication. 

Therefore, there can be no doubt that the ECJ (alongside of 
bringing about its tasks as a “supreme court”) carries out also 
constitutional court tasks.  

6. It is true that the ECT (as a true constitutional text) was, and, 
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even after many reforms, still is, and will be, very general and sketchy 
on many issues. However, a basic systematic structure exists in most 
fields, wich enabled the ECJ to develop the Treaties gradually by means 
of relatively coherent reasoning. Even if the crucial questions of direct 
effect and supremacy were not settled in the Treaties, they were 
otherwhite solved by the ECJ, distiguishing the ECT from traditional 
public international law instruments - under wich supremacy is also the 
general rule but is not generally effective in practice without some 
direct effect, which constitutes a rare exception therein. Thus, the ECJ 
just had to convert a public international law exception into a new 
European law rule [5].  

7. A complement of the “federalization” of the structural 
constitution through direct effect and supremacy was the upgrading of 
the free trade provision into subjectives rights. These became 
constitutional-like basis freedoms and convered not only all forms of 
discriminations but also simple restrictions, and were finally extended 
horizontally among private parties. The interpretation of the Treaty 
provisions on competition law similarly elevated them to basic 
tenets of an economic constitution. 

8. So, the ECJ being in the nature of a Constitutional Court, it is 
well within the power of the Court to fill in the gaps and construe the 
law so as to render the legal system more meaningful and complete. 

Interpretation of the ECT by the ECJ is established and 
generally accepted; however this would require agreement and 
consensus between the member states. But, we must remember that, e.g., 
in Francovich vs. Italy [6], where the Court created a brand new right of 
action against a member state, the ECT was not amended to include this 
right of action - the Court however interpreted the ECT to include this, 
and UK and Germany attempted to get this ruling reversed but were 
unsuccessful… Much more, following the ECJ case Les Verts vs. 
Parliament [4], where it was held that the Court does have the power to 
review the acts of the European Parliament, a few years the later the 
Treaty itself was amended to this effect… 

We also could notice that, in the context of the European 
Union, the ECJ has always been and it is and will be a powerful 
political actor [7]. 
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III. The EU-CAP - a for ever “need to effect the appropriate 
adjustments by degrees”? - see art. 33 (2.b.) in ECT [2]. 

 
9. Now, returning to the story of our sheep - or revenons a nos 

moutons - which is the EU-CAP, it is absolute that under EC law in 
general and under EC competition law in particular, agriculture 
(understanding by this term a wide variety of upstream, alongside 
of and downstream economical activities relied to land, to food 
and/or to rural heritage operative and open cast uses) has a very 
specific status. And a same absolute is that, as we have seen in para. 3 
above, alongside the creation of a system ensuring that competition is 
not distorted - (Article 3.1.g. in [2]), the establishment of a Common 
Agricultural Policy (CAP) - (Article 3.1.e. in [2]), is listed together and 
among the most important objectives of the EU. And we see and we 
consider these two main objectives of our concern being on an equal 
footing and without any converce precedence between each other 
(but, as we will show bellow by a researcher probity, there are also 
other authoritative opinion of the ECJ…). 

10. Because there is always a “but”, we carry on our 
substantiation by a quotation from [8]:  

 “81. Secondly, it is also clear from settled case-law that, even in 
regard to the competition rules of the Treaty, Article 36 EC gives 
precedence to the objectives of the common agricultural policy over 
those in relation to competition policy (see to that effect Case 139/79 
Maizena v Council [1980] ECR 3393, paragraph 23, and Germany v 
Council, paragraph 61).” 

11. Without quoting here in integrum Article 36 (and 37) of 
the ECT, we invite anybody to find within these articles some actual 
and legal question of precedence, because we did not find any… 

Sure, we consider that anyone could discover there is a 
broad stated matter of exception regarding CAP matters in relation 
to competition policy (and we will comment below that kind of 
exceptions). 

12. And, in order to emphasize how much ”it is also clear from 
settled case-law” about the above quoted “precedence”, we cannot but 
to give you another first-rate quotation from the above on the bias qoted 
Maizena case [9]: 

 “3 . In the exercise of the power conferred on it by the first 
paragraph of article 42 of the EEC Treaty to determine to what extent 
the rules on competition are to be applied in the agricultural sector, as in 
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all implementation of the common agricultural policy, the council has a 
wide measure of discretion.”, and, also 

“23. The institution of a system of competition which is not 
distorted is not the only objective referred to in article 3 of the Treaty 
which also provides in particular for the adoption of a common 
agricultural policy. Those responsible for the Treaty, conscious that the 
simultaneous pursuit of those two objectives could sometimes and in 
certain circumstances prove difficult, provided in the first paragraph of 
article 32 (current 36) that: 

“The provisions of the chapter relating to rules on competition 
shall apply to production of and trade in agricultural products only to 
the extent determined by the council within the framework of article 
43 (current 43) (2) and (3) and in accordance with the procedure laid 
down therein, account being taken of the objectives set out in article 39 
(current 33) .” 

We think that, any simultaneously recognizing some precedence 
the agricultural policy could have over the aims of the Treaty in relation 
to competition, is strictly related to the power of the European Council 
to decide how far the rules on competition should apply to the 
agricultural sector (is it not, perhaps, a power to decide about some 
exceptions to the rule? - far for some kind of “precedence”). The 
Council has a wide discretion in the exercise of that power as it has 
in the implementation of the whole agricultural policy. 

So, how much we could understand, this so called “precedence” 
recognized here “only to the extent determined by the Council” is 
strongly, definitively and finally connected to the powers of the 
European Council which “has a wide measure of discretion”. 

We will try a little to show below that (and how much) the 
European Council already exercised its powers vis-à-vis that 
“precedence”.  

13. And we also think that, after more than a half of a century 
for accounting “the need to effect the appropriate adjustments by 
degrees” - a quotation from Article 33, para 2(b) of the ECT [2] 
regarding the objectives of the CAP - maybe, it could be about time for 
the European Council to strongly envisage a tone up and to emphasize, 
between many others, a new (old) angle of approach to the EU-CAP 
following the master principles the EU was built upon, and especially to 
check if the magic word “competition” could have or not, eventually, 
something to do within the matter (a nearby alternative solution from 
some problems of the CAP?…).  
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IV. Competition and agriculture - a question of “precedence”, or, 
rather, a wise and temporary exercise of some exceptions? 

 
14. Once upon a time, in 1962, the European Council decided 

the extent to which competition rules apply to production and trade 
of agricultural products. The Council has done it in a Regulation 
known as “Regulation 26, applying certain rules of competition to 
production of and trade in agricultural products” - see the last amended 
(but not so much) version [10]. In fact, that Regulation is very simple:  

Article 1 sets a principle, that is Articles 81 and 82 of the 
Treaty do apply to agricultural products as defined with reference to 
Annex 1 of the Treaty (very interestingly, the principle only refers to 
certain types of activities - production and trade - and makes no 
distinction between the types of undertakings involved; so whether 
these activities are carried out by individual farmers, co-operatives 
or any type of firm or association is irrelevant).  

Article 2 sets out the exceptions. 
15. Speaking again about Article 36 of the ECT, we would 

emphasize that the must frequently used exceptions from the 
competition rules, or at least referred to by parties before the European 
Commission and the ECJ, concern agreements, as decisions and 
practices which “are necessary for the attainment of the objectives” of 
the CAP (or are supposed to be necessary for that purpose). These 
objectives would include “a fair standard of living for the agricultural 
community” and market stabilization. The scope of the Article 36 
exception at the Article 81 of the ECT is, however, limited - see [11] 
and see, e.g., Article 2 of Regulation 26 [10] for exceptions: 

a. The first exception excludes the application of Article 81 in 
relation to agreements, decisions and practices which form an integral 
part of national market organizations. There is not much to say about 
this exception since, as we are plenty and heartily aware, over time 
most national markets have been replaced by common EU market 
or EU regional markets (and regulations). 

As we know, this exception has been applied only once by the 
European Commission, to the French market organization of potatoes 
[12]. The French legislator gave producer groups the power to adjust 
price levels of new potatoes and bring the production and marketing of 
potatoes into line with market requirements. The Commission 
considered that the agreements and decisions taken by these private 
producer groups satisfied the criteria of the exception, since the 
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constitution of these groups and their decisions and agreements were 
placed under the direct control of French authorities. 

b. Exceptions “necessary for the attainment” of the objectives of 
Article 33 of the ECT, i.e. the objectives of the CAP: 

- the only eligible restrictive arrangements are those which are 
necessary to attain all the objectives of the CAP or, if those objectives 
should prove divergent, the Commission is able to reconcile them so as 
to enable the derogation to apply; 

- it is not enough to pretend that there exists a link between 
an agreement and these objectives of the CAP; the text requires 
that the agreement is “necessary”; 

- no one agreement will be covered by the exception if other less 
restrictive means exist to attain the same objectives (a proportionality 
test); 

- the objectives of the CAP are generally adequately provided for 
by the arrangements made in the Common Market Organizations (CMO’s) 
and this is precisely why CMO’s have been established; as a result, it is 
unlikely that any additional private action, which would otherwise be 
contrary to Article 81 of the Treaty, is required to achieve the goals of 
the CAP. 

So, it must be underlined that the Commission has adopted a 
restrictive interpretation of this exception, which is fulfilled only if the 
parties could demonstrate that the application of Article 81 of ECT 
in a specific case would actually run counter to the objectives of the 
CAP.  

c. A particular care is allowed for cooperatives, which exception 
relates to agreements between farmers, associations of farmers or 
associations of such associations belonging to a single member state, 
which concern the production or sale of agricultural products or the use 
of joint facilities for the storage, treatment or processing of agricultural 
products (traditionally carried out by cooperatives of farmers). 
However, it should be noted that this provision is far from “a blanket 
exemption” (see also para. 41 below) for several reasons (e.g. the 
arrangements may not involve an obligation to charge identical prices; 
the Commission must also be satisfied that the arrangements do not 
exclude competition and may not jeopardize any of the goals of the CAP). 

We will not detail for the moment this particular approach, but we 
only state that, unless one of the exceptions applies, the traditional 
competition rules apply to agricultural products and to actors on the 
agricultural market, such as cooperatives. That does not mean that the 
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particularities of agricultural markets will not be taken into account; it is 
simply that they are taken into account as the particularities of every 
other relevant market is taken into account in the European 
Commission's competition assessments, on a case by case basis. 

16. To be complete, it should be added that Regulation 26 does 
not contain all the exceptions which may be applied in the agricultural 
sector. Some common market organizations (CMOs), like those dealing 
with “fruit and vegetables” (see, e.g., [13] connected with [14]) or 
“wine”, contain specific provisions on “interbranch organizations and 
agreements”. Agreements entered into by such organizations could be 
outside the scope of Article 81, but only under certain conditions, 
such as, we quote: 

“ However, these exemptions are subject to conditions that 
very much limit their scope. Firstly, only agreements the objectives of 
which are listed in the said CMOs are covered by the exemptions. 
These objectives include for instance the coordination of research 
and market studies, the promotion of conservation and 
environmentally sound production, the adjustment of products to 
market requirements and consumer tastes. It must be underlined 
that such objectives rarely cause a threat to competition. Second, 
these CMOs contain a list of agreements which in any case will not be 
exempted from Article 81 EC. This list includes for instance price-
fixing and market partitioning arrangements, or discriminatory 
agreements…”[14].  

17. And it should be also emphasized that none of the 
exceptions concern Article 82 of the EC Treaty. That means any 
producers’ organization in a dominant position could be fully subject to 
the provisions in this article. The general rules on abuse of dominant 
position therefore apply in the agricultural sector as they apply in every 
other economic sector. That means a conduct can be held to be abusive 
only if the economic entity holds a dominant position in a substantial 
part of the common market. Needless to say, it is unlikely that a single 
farmer or minor co-operatives will ever hold a dominant position, so, 
they have nothing to fear from the provisions of Article 82. However, 
one cannot exclude that major cooperatives, e.g. such as the ones we 
find in Northern Europe and, maybe, in Central and Eastern Europe, 
could be dominant (but see also para. 42 below and also paras. 46-49 
about monopsony). 

18. What it could be one of the results of all this above? Unless 
one of the above exceptions applies, and they seldom do, the 
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traditional competition rules apply to agricultural products and to 
actors on the agricultural market, such as cooperatives. However, 
we would like to emphasize that does not mean the particularities of 
agricultural markets will not be taken into account - we repeat, they 
would be taken into account as the particularities of every other 
relevant market. 

19. For the beauty of our demonstration we will attach here an 
old and ever young expostulation from [15], that is: 

“In brief, the new food market relies less on prices set in the 
trading pits of major commodity exchanges and more on private 
negotiations behind closed doors to divide risks and profits among 
farmers, food processors and retailers. Thus, the transition in the food 
system opens the question of how the risks and profits of the new 
market system will be shared among the players from the traditional 
market”.  

 
 

V. The “residual field of competition” 
 
20. Sure, beside many of the above statements, one can say that 

all this is only a theory but, in regular practice, the genuine question 
seems ever to be the following: are these two main objectives - 
agriculture and competition - always and necessarily in 
contradiction? 

21. We think that is big time to introduce a 1975 Judgment of 
the ECJ (the 1975 “sugar case”) [16], from which we quote: 

“24. Whatever criticisms may be made of a system, which is 
designed to consolidate a partitioning of national markets by means of 
national quotas, the effects of which will be examined later, the fact 
remains that if it leaves in practice a residual field of competition, that 
field comes within the provisions of the rules of competition”. 

22. Adding to the above statement some other emphasized 
statements in the paras. above, we think that maybe, it could not be any 
real contradiction between agriculture (see the definition in para. 9 
above) and competition, at national and unional level. And this is 
because, even considering “the need to effect the appropriate 
adjustments by degree”, always there exists “a residual field of 
competition” (a very interesting and, maybe, unhappy sintagma - that is 
certainly one of the reasons why the record of competition decisions in 
agriculture in the past is rather limited) and especially because “over 
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time most national market organizations have been replaced by common 
market organizations”. And we will try to suggest there is a huge, 
enormous such a “residual field”… 

  
 

VI. Analyzing value chains in agricultural industry to define 
relevant markets for the protection of the economic 

competition. 
 
23. Seeing again our definition of agriculture in para. 9 above, 

we will break into this para. of our paper by exhibiting a very 
incomplete chart borrowed from [17]. 

That above poor opening is only to suggest the enormous field 
of economic activities related to agriculture and rural development. 

In a keynote address at the OECD Conference on new 
approaches to rural policy (25-26 March 2004), Donald Johnston, 
OECD Secretary General, stressed that “contrary to widely held 
assumptions, “rural’ is not synonymous with agriculture or, at least, not 
any more” [18]. We entirely agree with this assumption. 

 
 
Fig.1. Some land sectors use types and functions - impact issues  

 
 

 
 

 
And more, it must be said that most and considerable rural areas 

are more and more driven by urban economics than rural economics, 
therefore an on-going shift in rural activities is taking place. 
Urbanization is spreading into rural areas around the metropolitan 
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centers where in-migration is occurring and the service sector develops 
as a principal economic vector. 

Rural activity can exist without agriculture; rural dynamic is not 
equivalent to strong agriculture, and strong agriculture can exist where 
rural dynamic is limited. The importance of agriculture in rural activity 
differs between regions.  

Beside that, and about the agricultural industry, we note here and 
we will develop within another paper the hughe amount of directly 
involved, collateral, upstreams (seds, mechanization, pesticides, 
fertilizers, financing, etc.) and downstreams activities which are to be 
involved in the competitional sintagma of relevant markets, which 
sintagma is the sine qua non of the protection of the economic 
competition. 

24. For the moment we will only state that the modern 
agriculture is driven by the logistical demands of serving large 
populations, which is made up of many highly specialized activities, 
involving many different individuals and groups. These diverse 
specialists conceive, design, develop, implement, manage and 
accomplish the activities that once were accomplished almost entirely 
by farmers. Farmers themselves have and must become some 
specialists, functioning together with other specialists in the industry of 
agriculture [19]. From [19] we borrowed also the incomplete chart in 
Fig.2. below.  

 
Fig. 2. An example of some material and information relationships in the industry of agriculture 
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25. Increased awareness and concern about environment, natural 
resources, food safety, safety in the workplace, social impact, and other 
issues make agriculture even more complex and result in new specialties 
and more specialists. To serve the diverse needs and desires of 
individual consumers and consumer groups and compete in highly 
competitive agricultural markets, specialized participants in the industry 
of agriculture, including consumers, must communicate with each other 
and coordinate their activities much more than their predecessors. We 
think this trend towards all sort of agreements and also towards 
transparency will continue in the future. 

26. Producing a consumer product in modern agriculture may 
involve producing a long sequence of intermediate services and/or 
products. Each is used as an ingredient or raw material to make the next 
service/product in the sequence. The term ”value added” is usually 
used to describe such processes, because some value is added at each 
step. In the language of economics, each step in the value-added 
sequence is an "economic stage", a link in a long "value chain." And, 
from the viewpoint of the protection of economic competition, each 
product/service, step, economic stage, or value chain there could be 
a relevant market. 

27. A value chain (or system) means a connected series of 
entities, organizations, resources, and knowledge streams involved in 
the creation and delivery of value of a product to end customers. Value 
systems integrate supply chain activities, from determination of 
customer needs through product/service development, 
production/operations and distribution, including (as appropriate) first-, 
second-, and third-tier suppliers [20]. The objective of value systems 
must be to position organizations in the supply chain to achieve the 
highest levels of customer satisfaction and value while effectively 
exploiting the competencies of all organizations in the supply chain. But 
also, capturing the most of the value generated along the chain is the 
approach taken by many management strategists of enterprises 
involved [21]. 

28. Exhibiting a very utilized example, in the american “corn-to-
hot dog” chain (being produced once upon a time by one farm family) 
many different farm and agribusiness firms are nowadays involved. 
These include seed firms, corn growers, swine breeders, feeder pig 
producers, commercial swine producers, meat packers, meat processors, 
meat distributors, and meat retailers, including restaurants. Supporting 
each of these groups are financial institutions, suppliers, equippers, 
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builders, transporters, consultants, farm and trade organizations, 
branches of government, government agencies, land-grant universities 
and their colleagues of agriculture, other institutions and the media. This 
brief description is actually considerably oversimplified - we pretermit 
many other economic stages involved in providing some of the inputs, 
such as fertilizers for corn production, protein supplement for livestock 
production, non-meat ingredients of wieners, or buns and condiments 
for hot dogs... Nor did we list inputs required to produce, market, and 
utilize co-products or by-products associated with any of the 
intermediate products - to put it another way, we did not describe 
here all the converging and diverging branches of the value chain 
linking agricultural products (all the multitudinous relevant 
markets involved with agricultural products). 

Other approaches view producing the sequence of products as a 
vertical process, starting at the bottom and moving upward through 
successive products of increasing value and culminating in the value 
realized by the consumer of the final product. When two or more 
economic stages are accomplished by one agribusiness firm, some 
"vertical integration" has occurred. Or, two or more firms may 
cooperate and coordinate closely to accomplish two or more economic 
stages. To distinguish this from vertical integration, the term "vertical 
cooperation" is used. The cooperating firms may be referred to 
collectively as a "value-added partnerships”.  

30. We consider here that all value chains in the world have (and 
are entrusted to) market orientation (see Fig. 3 below from [22]). 

And we also consider that value chains (that create new 
marketing relationships among directly involved, collateral, upstreams 
and downstreams activities) could be a better future for farmers and 
cooperatives in agricultural fields, bypassing the importance of 
subsidies. But… 

But we cannot forget that Microsoft and its Windows operating 
systems, the nucleus of the personal computer desktop for which much 
business software is developed, was and is often cited as a prime 
example of a company and product that drived and drives a value 
chain. And it is well known the decennium war between IBM-
Microsoft and the European Commission on competition infringement 
matters… 
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Fig. 3. Determinants of market orientation of a value chain 

 
 
 
So, we state that the integration of value chains analysis to 

help some possible competitional cures for EU agriculture long 
term and grave illnesses, could be done and effective, but only upon 
a severe protection of the economic competition. 

 
 

VII. More and more huge “residual field of competition” in the 
industry of the agriculture 

 
31. Upon the opinion of the European Commission - delivered 

(and recordable) to (and within) a 2006 OECD Report [23] - anyway and 
nevertheless, the CAP has certainly contributed, in some way (and, 
maybe, whithout being, every time, pointed towards), to the 
development of competition in agriculture - say, bottommost but not 
very active, by trying to replace Member States national markets with 
Community wide markets. 

32. But “It is also true that a certain number of rules wich are 
aimed at stablishing markets or ensuring minimum revenues to farmers 
could be seen as limiting the full extent of the competition process in 
agricultural markets.” [23]. Nevertheless and the most important: “the 
fact that agricultural markets in the EU are regulated does not mean 
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that agriculture is exempted from the application of EC competition 
law.” And also: “EC competition law is in fact largely applicable to 
this sector…”. And, more important, the European Commission 
recognizes having “a policy of actively implementing it.”  

33. Both competition policy and the CAP policy play a 
prominent role in the European Commission's overall policy making. 
These policies, which find their basis in the ECT, have often been 
deemed to be irreconcilable. However, we believe (together with a 
former Commissioner, Mr. Monti [11]), that this is absolutely wrong. In 
fact, as the Court of Justice confirmed in its “Milk Marque” judgment of 
September 2003 [8]: 

 “57. It must first of all be observed that the maintenance of 
effective competition on the market for agricultural products is one 
of the objectives of the common agricultural policy and the common 
organization of the relevant markets.”  

And also  
“58. Whilst Article 36 EC has conferred on the Council 

responsibility for determining the extent to which the Community 
competition rules are applicable to the production of and trade in 
agricultural products, in order to take account of the particular position 
of the markets for those products that provision nevertheless 
establishes the principle that the Community competition rules are 
applicable in the agricultural sector.”,  

and  
“59. That conclusion is also confirmed both by the first recital in 

the preamble to Regulation No 26 and by the Court's case-law, 
according to which the common organizations of the market are based 
on the concept of an open market to which every producer has free 
access under effective conditions of competition (see, inter alia, Case 
83/78 Pigs Marketing Board [1978] ECR 2347, paragraph 57, and Case 
C-281/87 Commission v Greece [1989] ECR 4015, paragraph 16).”  

And also  
”61. As the common organizations of the markets in agricultural 

products are therefore not a competition-free zone, it must be pointed 
out that, in accordance with settled case-law, Community competition 
law and national competition law apply in parallel, since they 
consider restrictive practices from different points of view. Whereas 
Articles 81 and 82 EC regard them in the light of the obstacles which 
may result from trade between Member States, national law proceeds on 
the basis of the considerations peculiar to it and considers restrictive 
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practices only in that context (see, inter alia, Wilhelm and Others, 
paragraph 3, and Joined Cases 253/78 and 1/79 to 3/79 Giry and 
Guerlain and Others [1980] ECR 2327, paragraph 15).” 

34. That’s sure that the assessment of the application of all the 
above has to be done on a case by case basis (but in general, the more 
restrictive the agreement is, the more difficult it is to expect the 
application of some exceptions). 

35. There are voices that say (wrongly, we think) there is a kind 
of relative positive stance of the European Commission and ECJ 
towards agricultural cooperatives (see also paras. 38, 39 and 44 below). 

But nohow, anyone could see that even this delusive position 
would not apply to cartels-like practices of cooperatives and 
associations of farmers to fix minimum prices or allocate quantities, or 
what-so-ever be within the so cold “hard core” infringements of 
competition regulations (these agreements are most unlikely to benefit 
from the exemptions laid down in Regulation 26 and will normally be 
caught by Article 81 ECT). 

36. To clarify a little bit all this above we will quote firstly an 
ancient case - the Meldoc case [24] - in which the European 
Commission investigated a horizontal agreement between cooperatives, 
firms and associations of milk producers which introduced a quota 
system, consultation of prices and mechanisms to restrict imports from 
ather Member States, no one of the exemptions forseen in article 2 of 
Regulation 26 being applicable. In particular, the third type of 
exemption concerning cooperatives or associations of cooperatives was 
not applicable since one of the parties of the agreement was a non-
agricultural private firm (but even if this agreement had been concluded 
between farmers’ associations only, it would probably not have been 
benefited from this exemption, since these types of arrangements tend to 
exclude competition and jeopardize the objectives of the CAP). All the 
parties were found to be in breach of Article 81 ECT and were fined. 

37. Agreements between producers or associations of producers 
on the one hand, and dealers or processors or associations thereof on the 
other will generally be caught under Article 81 ECT, unless they can 
benefit from limited exemptions described above. There was some cases 
(Cauliflower case [25], see also Frubo case [26]) within the 
Commission concluded that an agreement between producers’ 
associations and dealers limiting the right of dealers to obtain supplies 
from other sources could not be exempted and was caught under Article 
81 ECT. 
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 38. And now we recommend what we think it is a most 
meaningful case-application, that is the EC April 2003 Decision in the 
French beef case [27]. The case related to a price fixing agreement 
between French federations of cattle farmers on the one hand and 
federations representing cattle slaughterers on the other, by which the 
cattle slaughterers undertook to pay a minimum purchase price for beef, 
and suspend imports of beef into France from other Member States 
(which are two basic antitrust infringements, specifically referred to in 
Article 81 ECT). The Commission castigate it concluding that such 
an agreement could not be regarded as necessary to achieve the 
objectives of the CAP (no benefit from the exemptions laid down in 
Article 2 of Regulation 26), even in the context of the BSE (bovine 
spongiform encephalopathy - mad cow desease) serious crisis. The 
parties to the agreement were found to have breached Article 81 ECT 
and were imposed significant fines; the FNSEA, the main producers’ 
organization was fined 12 million EUR; the decision was appealed and 
the appeal rejected as inadmissible by the ECJ-CFI (Court of First 
Instance) within a much interesting Order [28] which only reduced by 
10% the amount of fines.  

39. Agricultural cooperatives (the members of wich are mostly 
micro-enterprises) usually carry out joint purchases, some R&D, but their 
most important activity consists in the joint sales of the products supplied 
by their individual members. Commercialization agreements may rise 
some concern about possible price-fixing activity [23]. But, arrangements 
whereby farmers selling through a cooperative receive proportionally the 
same realized price for their products cannot be considered as cartel-like 
behavior (if not, it would be probably be impossible for agricultural 
cooperative marketing arrangements to benefit from the exemption 
in Article 2(1) of Regulation 26, or to be found compatible with 
Article 81 ECT). 

A certain number of judgments of the ECJ and decisions of the 
European Commission have confirmed that, under certain conditions, 
cooperative joint selling activities do not fall under EC competition rules. 

40. In a reference for a preliminary ruling (see [63] to enlight 
de concept) - in case Oude vs. Verenigde Cooperative Melkindustrie 
[29] - the ECJ had to asses the compatibility with competition rules of 
the statues of a milk processing cooperative which obliged its members 
to sell all their production to it, and to pay a fee when withdrawing from 
it. In that judgment, the ECJ recognized that cooperatives encourage 
modernization and rationalization in the agricultural sector and improve 
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efficiency; the conclusion was that, in that case, these restrictions 
imposed on the members of the cooperative could fall outside Article 81 
of the ECT, if they were necessary to ensure that the cooperative 
functions properly and in particular that it has a sufficiently wide 
commercial base and a certain stability in its membership. We consider 
that this judgment implicitly recognized that national joint selling 
activities, but only case by case, may not be restrictive of competition. 

41. But we think, as we have already stated (see para. 15.c, 
above), neither the ECJ nor the European Commission have given a 
“blanket exemption” to joint selling cooperatives. Again in Oude case 
[29], ECJ observed that the restrictions imposed on the members of a 
cooperative could have the effect of restricting competition, if a 
number of similar cooperatives enjoyed a strong competitive position 
and implemented similar restrictive clauses (a link to the abuse of a 
dominant position in a sufficiently recognized national relevant 
market?), thereby hindering access to that market by other competing 
traders. In that case, the exemption in Article 2(1) of Regulation 26 
would only apply if this cumulative effect had not the effect of 
excluding competition or jeopardizing the objectives of the CAP. We 
emphasize that ECJ noted that these restrictions imposed on the 
members of cooperatives may indeed jeopardized one of the 
objectives of the CAP, namely that of increasing individual earning 
in the agricultural sector, since farmers active in that sector would 
not be able to benefit from competition in purchase prices for their 
products from different processors or dealers. 

42. The European Commission adopted a similar position in the 
Campina case (see [30] and [31]) which again concerned an obligation 
for farmers to deliver their entire milk production to their cooperative, 
and the existence of a resignation fee. The Commission concluded that 
this exclusive supply obligation could benefit from the special exemption 
for cooperatives in Article 2(1) of Regulation 26 because the 
cooperative Campina was not in a dominant position. However, it was 
concluded that the resignation fee, which had the effect of compelling 
members for an indefinite period to deliver their entire production to 
Campina, was caught by Article 81 ECT and could not benefit from 
the exemption in Regulation 26, since it had the effect of jeopardizing 
the objectives of CAP. 

43. It must be said that there are rumors the European 
Commission is currently investigating alleged price fixing agreements 
involving producers and processors of some agricultural products in 
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certain Member States, thereby “showing its willigness to track cartel-
like practices in the agricultural sector” [23].  

44. One could say that joint selling activities of cooperatives are 
generally positive under EC law (being in part a result of exemptions in 
Regulation 26). And this is also a result of the fact that, as ECJ stated, 
cooperatives can and must have a pro-competitive role by rationalizing 
the sales of farmers which are usually micro-enterprises with little 
commercialization facilities (in which case they do not raise any concern 
under EC competition rules). But, when a cooperative is in a dominant 
position, or when a cumulative effect of cooperative dealing 
arrangements restrict competition on the market, then the exemptions 
cannot be applicable - (and, again, the relatively positive stance of the 
Commission and the ECJ towards cooperatives does not extend to cartel like 
practices between cooperatives and associations of farmers).  

45. We also accept that basic means to protect farmers’ income 
are to restrict upstream competition. But we consider that it must be a 
growing political interest in stimulating competition downstream - which 
improves productive efficiency, creates new products and raises 
consumer welfare, but could be hampered by considerable vertical 
integration of the cooperatives. 

 
 

VIII. Monopsony-oligopsony - to begin from retail mergers 
 
46. Buyer power must also be a big and common concern of 

competition agencies examining the agricultural sector. For certain 
products, a small group of buyers could account for a high percentage of 
purchasing from farmers. While farmers may feel the necessity to sign 
long-term contracts with buyers, at times, buyers may rig bids, so that 
they pay a lower price for output. Such bid-rigging is harmful to 
consumer and would be punished under most competition laws. 

47. .A piece of evidence commonly cited by farmers as evidence 
of buyer power is that there is an asymmetric price response of retail 
products to farmgate price changes. E.g., that when there is a supply 
shortage that raises farmgate prices, the increase is immediately passed 
on to consumers, while when there is a decrease in farmgate prices, the 
expected decrease in retail prices appears gradually and results in high 
profits to intermediaries during the period in witch prices are unusually 
high (but it must be said that, as a substantial evidence of price 
asymmetry, it is not clear that this arises only from buyer power; an 



  

89 

alternative explanation is that such asymmetry could arise from 
different search patterns by consumers when they face increasing prices 
compared to decreasing prices - in particular, they may search more 
aggressively for alternative suppliers when prices increase, but less 
aggressively when prices are stable or slowly decreasing). 

48. So, speaking about monopsony-oligopony (a professional 
sintagma in the protection of economic competition meaning, in fact, a 
“buyer power”) it must be said that, at the EC level, there are few cases 
of alleged abuses under Article 82 of EC Treaty (and, apparently, none 
involving the power of large retailers or processors, which are buyers 
with respect to farmers (maybe, because such an analyze would involve 
some very hard professional matters - “unfair prices?”) [23]. 

By a bias of our research, we did find that in at least two merger 
cases, the EC implicitly considered the possible effects on farmers of 
buying power. We mean two mergers between Danish slaughter houses - 
cases Danish Crown/Vestjyske Slagterier [32] and Danish Crown/Steff-
Houlberg [33]. 

49. In the first above mentioned case (the second case raising 
about similar issues), the European Commission concluded that the 
transaction, as initially planned, would lead to the creation of a 
dominant position on the Danish market for the purchase of live pigs for 
slaughtering. Interestingly, the Commission stated that it was not 
concerned about the possibility that the merged parties might extract 
monopsonistic profits from its suppliers, but only because the parties 
were cooperatives and the suppliers were their members. The 
Commission has decided to authorize the merger, but only with some 
remedies. 

About our concern, the emphasis paid in the Danish Crown case 
on the direct effect of buying power on the supplier could be a first step 
in an analysis. The European Commission was concerned about the 
impact of the enhanced buying power of the merged entity on 
companies supplying that group because, as the Commission focuses on 
consumer welfare, it generally considers the indirect effect that this 
buying power might have on the consumers in the downstream 
market. 

50. In Rewe/Meinl case [34] and Carrefour/Promodes case [35], 
which concerned the mergers of large retailers, the Commission 
developed the “spiral theory”. According to, a company which obtains 
a leading position in a procurement may enter a “spiral” whereby the 
improved terms negotiated in purchasing markets enable the company to 
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win large share of downstream market, enabling it to negotiate better 
terms in the procurement market and so on, leading in the end to the 
elimination of competitors in the downstream market. This effect will 
depend on the position of the merged group with respect to its 
competitors in the downstream market, and on whether these competitors 
can get similar terms of supply or find that their costs are raised. 

On other words, there are three aspects to that spiral:  
(a) large retailers obtain larger discounts than small shops (but it 

can be questioned whether large buyers necessarily get better prices);  
(b) large retailers can lower prices; and  
(c) small shops exit, which reinforces the large buyers’ position 

(but small shops may compete on other dimensions, e.g. quality, and 
break the cycle) [36]. 

 51. Buyers of agricultural products are nowadays increasingly 
concentrated both for processing and retailing. This concentration 
frequently arises from mergers and is often publicly justified by 
efficiencies. Certainly, there are significant economies of scale and 
scope in many processing and retailing operations. But farmers have 
often argued that monopsony (or oligopsony) purchasing power has 
been used against them to lower their returns and increase the risks in 
their farming activities. 

Some researchers even argued that weak enforcement of 
antitrust laws are responsible for an andue concentration of 
retailing and purchasing and that antitrust laws should be enforced 
more strictly [37]. Other researchers argued that as profit margins 
decline, increasing concentration is inevitable, in order to spread fixed 
costs and remain competitive [38], but the competition authorities 
consenting to mergers must pay attention to some inherent 
acceptance conditions.  

52. Mergers to form more concentrated processing and retailing 
organizations may be motivated by productive efficiencies or by the 
desire to exercise monopsony power. To quote one of the most relevant 
statement we found: “A casual observer might believe that, if a merger 
lower the price that merged firm pays for its imputs, consumers will 
necessary benefit. The logic seems to be that because the input producer 
is paying less, the input purchaser’s customers should expect to pay less 
also. But that is not necessarily the case. Input prices can fall for two 
entirely different reasons: 

- one of which arises from a true economic efficiency that will 
tend to result in lower prices for final consumers;  
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- the other, in contrast, represents an efficiency-reducing 
exercise of market power that will reduce economic welfare, lower 
prices for suppliers, and may well result in higher prices charged to 
final consumers [39]. 

53. The European Commission have sometimes taken action 
against retail concentration mergers (see meatpackers), e.g. Kesko/Tuko 
case in Finland [40] which would have offered the combined enterprise 
a national market share of 60%, and Rewe/Meinl case in Austria [34] 
(approved only further significant changes) where store divestments 
were instructed in regions where the combined enterprise would control 
65% or more of sales. 

It must be also noted that other mergers having a significant 
concentrating effect at the aggregate EU level, e.g. Metro/Marko [41] 
and Carrefour/Promodes [35], have been allowed by the European 
Commission to proceed relatively unhindered.  

Unfortunately and similarly “national competition authorities 
have generally shown little appetite for blocking or limiting greater 
retail concentration” [42]. We found few relevant cases in Germany:  

- the Ostfleisch case (Moksel/Sudfleisch) in August 1997 
prohibiting from bringing the East Germany slaughtering companies 
into a planned joint venture Ost-Fleisch GmbH, and 

- the BayWa-MLZ case (BayWa AG/WLZ Raiffeisen AG) in 
April 2002, clearing the merger only subject to conditions (after the 
merger, the new company had to sell 30-35% trading sites to a third 
company).  

54. At the same time, it must be underlined that supply chains 
represent a new form of ownership and control that is replacing 
commodity markets as the preferred way to market farm output [43].  

And also that the supermarket is the today focal point of 
competition in the food industries. The competition significance of the 
supermarket can best be seen in a few simple statistics. A well-stocked 
super-store will carry five - ten thousand food and household items of 
various brands and package sizes. The housewife has free choice among 
them, and if she doesn’t like what she find in one super-store, she can 
go to another. It is pretty hard to imagine an oligopolist, or even a 
monopolist, getting much of a toe-hold in a situation like that [44].  

55. There is another and perhaps even more important facet to 
competition at the supermarket level. It is the fight among producers 
and distributors of food products to get their products on the 
supermarket shelf. E.g., it has been once estimated that there are well 
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over 100,000 retail food items being offered to supermarket buyers who 
have room on their shelves for only 6,000 or 7,000 items. These figures 
show why it is that the competitive and merchandising pace among food 
manufacturers today is so terrific. Every new brand or type of food 
product must fight for a place on the shelf, and every established brand 
must fight almost as hard (and in some cases harder) to stay there. 

56. All that above could not be a natural linkage for the food 
processing where there is still a large numbers of firms in a wide variety of 
types and sizes (partly because of the nature of agricultural products 
themselves, and partly because medium-sized and even small firms seem to be 
less disadvantaged from a technological standpoint than in other parts of the 
economy) [45]. The few we can say is that the evolution of many large food 
companies and cooperatives, while having primary roots in technology, is due 
more to the economies of mass distribution than of mass production…  

 
 
 

IX. An ad-mixture (optimal mix)? Maybe a good idea… But how? 
 
57. We will start this chapter again by an old and ever young 

quotation from [44]: 
“… mankinds tend ultimately to adopt whatever economic 

institutions will provide him with the highest possible material standard 
of living with the least expenditure of human toil. In other words, 
whether we are to have an economy of big business or small business, 
or whether the ownership be corporate, cooperative, private or public, 
(or an ad-mixture of all of them) will depend on haw wich enterprise 
type measures up to this physical standard of efficiency in the use of 
human resources.”  

This is, of course, economic determinism. Sure, we do not hold 
to it rigidly, and do not say it is applicable to all situation at all times. 
But in economic history and also in this present UE economy we think 
we would find more to confirm it than to refute it.  

58. The agricultural policies (EU-CAP and/or Member States 
agricultural policies) are effective in presenting themselves as 
promoting non-economic objectives - and so to limn an intrinsic and 
assumed canvas in which competition is widely considered not to be 
an appropriate economic solution. However, while the objectives may 
look non-economic (at the first sight), the instruments used to anatomize 
them are certainly economic. 
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59. Theory does not by itself give general insight into a possible 
economic optimal mix of competition policy and agricultural policy. 
E.g. the lessons from New Trade Theory [46] (and New Industrial 
Organization Theory [47]) are that institutional arrangements in markets 
could determine an optimal policy but even the direction of that kind of 
policy may not be established a priori by theory. Empirical work on a 
case-by-case basis is needed to assess trade-offs, such as those 
between benefits to the exercise of market power versus the 
realization of agricultural policy objectives, or between gains from 
economies of scale versus losses due to reduced competition [48]. 

60. And we must note that the examination of imperfect 
competition (which is also an item within the economic discipline of 
competition’ protection) has been an important topic in agricultural 
trade research for several decades and several modeling approaches 
have been developed to examine both redistributional impacts and rents 
due to that policy (see e.g. [49], [50], [51]). E.g., in many industries, 
modern R&D has compelled big plants for its best and proper 
application; in these we have gone beyond “the point of no return” 
toward large-scale enterprise (that is an imperfect “workable 
competition” rather than a perfect competition). 

So, in considering research priorities related to competition 
policy and agricultural trade, it is also useful to assess the status of the 
literature examining the extent and consequences of imperfect 
competition in agricultural markets. 

61. There exists also substantial literature by agricultural 
marketing economists demonstrating, e.g., the importance of market 
power, at least in domestic markets, as well as the need for competition 
policy to be applied to agribusiness firms who have abused that market 
power [52]. 

62. The theory of second best is, maybe, an appropriate 
paradigm for assessing agricultural and competition policy. But its 
application necessitates careful empirical work. Under this 
framework market power is recognized as one of several distortions 
policy may exist to correct. Competition policy exists explicitly to 
correct such distortions -- specifically market power and anti-
competitive business practices. Non-economic objectives are additional 
distortions motivating other policy interventions which interact with 
market power and which are the key rationale behind much of 
agricultural policy. In that case, redistribution toward producers is 
considered a non-economic objective since it dominates the normal 
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economic objective of consumer welfare maximization. Where market 
power distortions are international, policy may be optimal which 
captures rather than eliminates that market power. Free trade may 
also exacerbate rather than eliminate other distortions, as seen in some 
of the new issues linked to trade policy, 

 63. The extent of economies of scale and scope may well be 
behind the differences between commodities and processed foods. The 
agricultural development literature [53] have generally indicated that 
economies of scale do not justify very large farming enterprises. 
Evidence from the industrialization of agriculture indicates that for 
animal production, economies of scale may be important but not to the 
degree that extensive market power on a national level will exist -- 
several plants will generally be required to service a typical developed 
country market. The same arguments may apply for processing -- that 
economies of scale are not so large as to justify only a couple of plants 
in a given developed country. 

 
 

X. Who’s afraid of the big bad wolf? – a little half-way conclusion 
 
64. Many research papers (including our Romanian Competition 

Council colleagues paper about - “transparency”, the magic word, or 
mission impossible? - see [1]) emphasize that the core of the EU-CAP, 
it means EU-CAP subsidies, fails from the EU-CAP policy 
objectives, most of the subsidies being not “farm subsidies” but 
actually being “an amazing story of queens, princes, barons, fairytale 
castles and big-strong globalized companies gilded with public money”. 

65. In March 2007, the European Commission, exceeded by the 
importance of the subject, and do not seeing any getting out, delivered to 
the European Parliament a new Proposal on the financing of the Common 
Agricultural Policy [54]. In 11 October 2007, the European Parliament 
(EP) adopted a resolution drafted by Jorgo Chatzimarkakis (Freie 
Demokratische Partei - Die Liberalen, Germany, Group of the Alliance of 
Liberals and Democrats for Europe), and approved the proposal for a 
Council regulation amending Regulation (EC) No 1290/2005 on the 
financing of the common agricultural policy, subject to some 
amendments (the text, as adopted by the EP on 11 October, was not yet 
available at the time of the redaction of this paper - but see, e.g., [55]).  

Admitting the capital importance of the transparency for the EU-
CAP, the new regulation do not find actually any legal solution to 
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impose an issue. But, to do something by other way (or by other model - 
a “Robin Hood” type model [58]), they imposed some payment limits 
on the very largest farm subsidies in the European Union, a so-
called “health check” – in an attempt to achieve “a better way of 
handling available resources”, as Commission agricultural spokesman 
Michael Mann confirmed on 7 November 2007. While the 
communications not yet contain detailed legislative proposals (and 
amendments), it will be suggested “a graduated reduction in 
payments above a certain level” (beginning with 2009). Precise 
figures would not be decided until next spring, but Mr. Mann said that 
“perhaps” the plan could entail a 10% reduction in payments for all 
farms receiving more than €100,000, 25% for those getting more than 
200,000, and 45% for those above €300,000….  

“Large farms already have a significant economy per scale and 
therefore do not need similar per hectare payments to those small farms 
would need”, said Mr. Mann, adding that, under the plans, the money saved 
would be invested in rural development projects in the country which sees its 
subsidies cut (however, according to the NGO Farmsubsidy.org. [56], the 
proposed limitations would affect just 0.3% of all recipients, cutting total 
subsidies by just €554 million - 1.7% of all payments…). And, another little 
question: how they will benefit from these alluring savings the new UE 
comers?  

And even that light plan is likely to face significant resistance 
from member states. A plan to cut CAP payments at €300,000 per 
farm was put forward in 2002, but, as Mr. Mann pointed out, “it did not 
get beyond the idea stage, so we'll have to see what happens this time.” [57]. 

Anyway, such a pointedly (and cornerwise, and, in fact, 
economically deterministic) approach to the de facto problem of the 
CAP (which it seems to be, for the moment, the transparency), has 
been already qualified as a kind of courageous “Robin Hood” type 
action of the EU [58], to which it is by no means clear how member 
states will react. The only clear idea is the solving of EU-CAP actual 
big problems by current solutions is yet afar. 

66. To impose, in a non-identifiable future some payment limits 
on the very largest farm subsidies in the European Union? What a timid 
(and, we think, unuseful) approach to solve the problem! Why not a real 
“Robin Hood” type action like cutting down all EU-CAP subsidies? 
Waw, what a big bad wolf would ever could be… 

67. About twenty years ago, the New Zealand government 
announced it was stopping all subsidies for farmers (and subsidies 
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were as significant a proportion of farm income in New Zealand as they 
are today in the European Union and the United States). At the time, 
those farmers thought the effects would be disastrous, but things panned 
out rather differently. 

So, since 1984, New Zealand's farmers have had to get along 
without any direct financial support from the government. Today 
government financial support for farmers amounts to less than 1% of 
average farm income across New Zealand. 

The subsidies removal, far from destroying New Zealand 
agriculture, appears to have re-energized it. Agriculture contributes 
slightly more now to the total economy than it did in the era of subsidies 
but there is plenty of evidence the land is being farmed more creatively. 
Well, 20 years on, far from “stuffing” New Zealand's farmers, the 
withdrawal of their subsidies turns out to have revived them [59].  

68. Swedish Agriculture Minister Eskil Erlandsson (as the first 
country in the EU to propose this) announced, in spring 2007, that he 
had put forward Sweden's radical new position, that is abolish all farm 
subsidies, to EU officials drafting the new EU-CAP, which is due to be 
launched in 2013. Sweden wants that export subsidies, intervention 
subsidies and production subsidies to be phased out completely, leaving 
only (and very transparent) subsidies for environmental protection. 
“We are currently trying to attract allies, and right now they are found 
among our neighbors in northern Europe - Germany, the Netherlands, 
Denmark and the UK,” the minister said. “We expect continued high 
market prices, and this means that the subsidies can be removed” [60]. 

69. We cannot abstain to exhibit the question about who could 
be in the EU the most afraid of the above big wolf? Many people, of 
course (few of them nowing something about the real aspects). But, first 
of all, some queens, princes, barons and big-strong globalized 
companies gilded with public money... Entities which could hold 
important affects on the community and national policy makers.  

70. That is sure that a sudden end to agricultural subsidies could 
not be fasible within an expected future. But we are also sure that the 
implementation of competition regulations in agriculture at 
national and unional level would be the single way to move from 
fiction to fact - that is from the old inefficient subsidiesed-managed 
agriculture to a market-forces efficient integrated EU policies.  

71. To open the way for some future papers, we agree, for the 
moment, that two basic principles are necessary to ensure that a 
politically feasible and viable market-forces policy triumphs at the end 
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within our matter of interest. 
- First, there should be fewer producers in agriculture than there 

are currently. As long as there are (to many) farm producers who depend 
critically on subsidies from their survival, political pressure will be 
exerted to support them. “Within the general context for the future of 
agriculture, it should nevertheless be remarked that the current policy of 
making the agricultural economy more responsive to market forces will 
strengthen the viability of the agricultural enterprises that will be present 
in 2020. However, this will not stop the structural change process of a 
continuing decline in farms that has been going on since the past half 
century” [61]. 

- Second, true farmers must be awake to, and free to choose 
whether they leave a pseudo-agriculture with subsidies and 
government’s help or remain in farming without any subsidies at 
all. By implementing this buyout voluntary, including competition 
advocacy (se, e.g., [63]), policymakers will increase public support for 
the program and will improve its efficiency by having the farmers 
themselves decide who should exit (because the best person to gauge 
a farmer’s efficiency is the farmer itself).  

  
To follow… 
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              Abstract:  
The collapse of the ex-Communistic regimes across Central and Eastern Europe 
as well as explicit option of these states towards adopting a free market 
economy model has been a no match phenomenon for the worldwide history. 
Starting with year 90s, most of the countries from Central and Eastern Europe, 
including Romania, have seen in European Union a firm anchorage, and they 
perceived the accession process as a real chance for fresh propelling of their 
economies. 
The admittance of Romania on the inside the large European family marks the 
starting point for down the line and difficult path of true integration – a complex 
process, based on compatibility and complementariness principles. Through 
accession, the member states economies became compatible one with others, 
also complementary, elements which are essential circumstances for a state 
harmonious development. 
In regard to Romania, the country has clearly expressed its option for a full EU 
joining and the steady decision to fulfil all the assumed responsibilities through 
Association Agreement and Treaty of Accession. 

 
1. The collapse of the ex-Communistic regimes across Central 

and Eastern Europe as well as explicit option of these states towards 
adopting a free market economy model has been a no match 
phenomenon for the worldwide history. Starting with the 90s, most of 
the countries from Central and Eastern Europe, including Romania, 
have seen in European Union a firm anchorage, and they perceived the 
accession process as a real chance for fresh propelling of their 
economies.  

 
2. Very much at hand, on the front line of a predictably and 

foretelling time perspective, one of the utmost priorities of the foreign 
affairs policy conducted by Romania has been and still is the acquiring 
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of a complete status with full rights membership in the European 
Community. In the last few 17 years, with no exception, the government 
programmes were definitely based on the Acquis imperative first, then 
the accession goal, in the European Union. This impetration was 
conducted by the fulfilment of the Copenhagen’s criteria meanwhile the 
national authorities where dealing with efforts in shaping the adopted 
decisions in such a way for to significantly influence the road-map, the 
moment and the conditions for Romania in acquiring the EU 
membership.  

In mapping the concrete evidence of the pre-accession 
negotiations started in January 1st, 2000, the potential road-maps to be 
adopted towards efficiency, competition, development and steadiness 
have been distributively analised, and de facto social and economic 
evolution came up slightly different in regard to the followed path. 

 
3. The very beginning of the 90s, in Europe, was nothing less 

than unusual. The events which took place all along have changed the 
world history. The idea of a new enlargement towards the Eastern and 
Central Europe has not been rejected by the European decision-making 
officials and fora; by contrary, it was regarded as being a challenging 
chance towards the scope that has been uttered by the French president 
Charles de Gaulle to create ”an integrated Europe from the Atlantic 
Ocean to the Ural mountains”. 

The new enlargements idea has been exhibited especially at the 
floor of political statements and consultations; as much as declarative 
favourable was European officials positions, the wherenesses of the 
Member States was not identical but often conflicting, especially 
viewing particular states accession moment and conditions.  

Anyway, there has been a consensus agreement that, the 
enlargement will be possible only within a far cry, indefinitely 
prolonged, after the candidate countries will fulfil some fine defined 
criteria, upon which the European Union would have spoke their minds 
only later, in the summer of 1993, at the European Council meeting in 
Copenhagen.  

 
4. In the years to follow what make sense to the general 

understanding was the need for systematic revision of the accession 
criteria set, action which, gradually, transferred the negotiations and 
debates from the quantitative monitoring quadrant in the quality 
assessments field. 
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During the 90s, the European Union itself has been the principal 
actor in the play of a significant structure changes. At the beginning of 
this epoch, the flat optimism and, in some particular cases, even the 
reticency of the European Union charter members to speak out right the 
way over the admission of Romania and other states from East Europe 
as full rights new members seemed to be fully justified by the 
difficulties in tackling with objective issues of reality, such as 
consolidation and deepening the stability of their institutions. On one 
hand, the European Union founded itself at the end of a transition 
period, generated by the second and the third Enlargements. The 
performers of these southward front comings were Greece, Spain and 
Portugal, countries with a national growth lower than the Community 
one. Their integration in the EU structures proved to be valuable 
expenses. On the other hand the German reunification, produced at the 
beginning of October, 1990, a process which costs came to be a heavy 
burden not only for the German state but also for the EU. After 
surpassing this “costly” experiment, the reticence showed off by some 
EU countries to admit as members, states having no real market 
economy (Romania as well as other states from the ex-Communistic 
East bloc), having no promising national growth rates, in most of the 
cases even lower than the newest member joining the EU during 
previous enlargements, seemed to be a justified one.  

Meantime, the unfavourable economic circumstances for the EU 
members, experienced in the first half of this decade are another issue 
which gave birth to their reserves in facing a new enlargement. All this 
time, the efforts of the EU members were directed towards creating the 
basic conditions for applying specific sectorial policies, the emphasis on 
the interdependencies and fulfilment of convergence criteria drawn up 
by the Maastricht Treaty as essential premises for achieving the 
extremely ambitious goal to set up the Economic and Monetary Union. 
The costs on short term associated to all these projects for enhancing the 
European cohesion were already estimated as being high ones, the direct 
consequence being the rising of the total amount allocated to the costs-
incomes criterion related to the evaluation of the political decisions 
which were to follow.  

 
5. If we were to take in account the peculiar state of affairs of 

the candidate countries, eastwards enlargement was and still continues 
to remain a hot debated subject on the EU scene, under the auspices of 
an extremely sensitive matter, as a communitarian conjugated action. 
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Both other countries, accepted in May 2004, and Romania’s profiles were 
those of some countries still in transition, with no mature economy, while the 
short experience of 17 years of a political functional democratic system was 
considered to be, in many ways, an insufficient one.  

This way, the enlargement toward The East Europe has been a 
totally new experience both for EU and the candidate states. The Union 
has seen the cards stacked against itself, because this time it had to 
choose new members among non EFTA states (in fact, those from 
EFTA being, traditionally, potential candidates!), situation which 
seemed to be called, may be, by political or emotional reasons! 

 
6. The biggest change in attitude and in evolution process of 

enlargement came into existence when EU stopped to treat the European 
East as a whole, as a single bloc, and started to back up the idea of an 
integrated Europe with different celerity paces and with “distinct levels 
of involvement” for community member states. Judging the things from 
the retrospective that, these countries were sharing a common history, 
similar values and economic or political characteristics, moulded in 
time, and in those 50 years, under the Communistic pressure, have been 
created features alike, which gave individuality to the concept that these 
countries are quite different in regard to the other EU member states or 
previous candidates. One of the most noticeable and very beneficial too, 
EU attitude’s changes it has been the shifting, from perceiving the East 
Europe candidate states as a crowded closely together group to treating 
them as clearly defined entities.  

 
7. All these elements have designed for the EU Enlargement 

process eastwards in Europe a new dynamics which suffered changes 
from one period of time or country to another, becoming a developing 
process which includes, in a way, prospective changes (raised up 
starting with the early 90s!) in perceiving and approaching realities, for 
every candidate state, as well as for the EU. 

From all the parameters implying the general EU vision about 
enlargement and the enlargement’s dynamics, only three could be seen 
as essential ones: 

- Candidate states preparation level, 
- The burden of Enlargement hanging over the Community 

budget, 
- The EU advanced accession level (Economic and Monetary 

Union). 
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The implicit consequences of the Enlargement over the 
Communitarian budget could be considered a crucial factor, meaning 
that East European countries’ joining asked for adoption of a huge 
amount of EU laws (that so called Acquis communautaire or EU 
Acquis). This exerted a prolongation for the negotiations and conducted 
the candidates’ efforts to implement the Acquis. Meantime, due to the 
great economic vulnerability of east candidate countries and the costs 
implied by the EU accession, in respect of the pre accession criteria, as 
well as the joining itself, it was obvious the accession expenses could 
not be carried on only by the candidate states on their own, therefore it 
was requiring for some contribution from EU charter states to expel the 
overburden of these costs.  

Beyond the political, institutional, cultural or historical and 
emotional issues, which might have been true driving forces, pros and 
cons for EU Eastwards Enlargement, the joining of two countries, 
Romania and Bulgaria, starting with the first of January, 2007. It is 
almost sure, that the primal economic issue was the one to nurture, 
without cease, the unification desire of the Europe as a whole, for to 
attain the essential objective of becoming the most powerful world 
economy and the biggest unitary consume market. 

 
8. Creating an adequate policy related to enlargement process 

has been a major call in a contest for the EU deciding bodies. The 
process dynamics’ analysis has been and still is a drill, not only 
challengeable but also a necessary one. Since the 90s decade to 
nowadays the European Union has faced major and significant 
transformations. The lack of a past policy for this competence area 
aroused a high degree in innovating, creating and strategically acting. 

More, the future picture of an enlargement, carried to such no 
precedent extend, elicited cross fire discussions concerning the whole 
configuration of the European integration call forth, both in regard to 
institutional structure and the other communitarian policies. Practically, 
the enlargement relied on three pillars: 

-The internal preparation of the candidate states; 
-The internal preparation of EU and 
-The true accession negotiations.  
 
9. The context of EU joining of Romania has been a completely 

special one, due to the fact that Romania has bounded to a European 
Union consisting of 25 member states, only three years after the fifth 
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enlargement – part 1. This moment of time proved to be a delicate one, 
because it called again for the support of charter members to cover up 
new costs in a short time after the last enlargement.  

 
10. In what concerns the EU joining, the Romanian public 

opinion polls were favourable, supporting this claim, the accession has 
received the suffrage of a percent of 80 from the total population (Euro 
barometer November 2005). The citizen’s uphold was based on 
supposition that joining date announced by the Romanian authorities is 
precisely the year 2007. Advocating for this attitude eased the citizen’s 
favourable reception of the in-house costs, induced by EU joining 
process and has flatted down the risk of some major social and political 
disturbances. 

Building up a new Romanian economic reality and running up 
the reform, based on market economy rules, have asked for an 
unobstructed receptiveness of European and world economy. The 
external economic relations of Romania are connected to the European 
market due to its geopolitical location. Most of our foreign trade 
relations are shared with states from this part of the world, but they are 
settled for also business relations with other far away countries. We 
would like to look back on some capital agreements, concluded in time, 
like those with EU (the Interim Association Agreement), the free trade 
agreement concluded with the EFTA members and Most Favoured 
Nation status in its trade relations with U.S.A.  

The actual position of Romania in today’s world is calling for 
deciding bodies to set off the integration in the European structures as 
major goal of its foreign policy, this being the guarantied way for 
providing and maintaining the national status quo and internal stability.  

 
11. The admittance of Romania on the inside in the large 

European family marks the starting point for down the line and difficult 
path of true integration – a complex process, based on compatibility and 
complementariness principles. Through accession, the member states 
economies became compatible one with others, also complementary, 
elements which are essential circumstances for a state harmonious 
development. 

In regard to Romania, the country has clearly expressed its 
option for a full EU joining and the steady decision to fulfil all the 
assumed responsibilities through Association Agreement and Treaty of 
Accession.  
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Abstract:  
Enforcement and advocacy are two main tools available to a competition authority. 
This paper focuses on advocacy which is closely linked to communication 
functions carried out by competition authorities to promote a competitive 
environment among government agencies, legislators and courts, as well as 
among business and consumer associations, academics, mass media and society 
as a whole. 
A quick review of competition advocacy history and argumentation, integrated 
with some excerpts from the domestic experience, allows the authors to outline 
the Romanian attitude towards the culture of competition. 

 
 
 

I. Searching for a definition 
 
1. The competition advocacy activity has a history longer than that 

of the competition policies enforcement [1]. Perhaps the first and greatest 
advocate of competition was Adam Smith himself who, at the end of the 
18th century, spoke about the competition between undertakings as “an 
invisible hand” leading them and orchestrating their actions towards the 
outcomes achievement needed in terms of the social factor. 

 
2. Originally being appreciated as “a sleepy, ineffectual 

backwater of Community administration” [1], having only “a hand of 
high officials” [29] and “very little prestige” [30], the European 
Commission’s Directorate General for Competition (Dg Comp, 
formerly DG IV) has acquired over time substantial powers and a 
very good community fame. Many commentators tried to explain in 
the most various ways this great institutional evolution, one of the 
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underlined causes being also the continuous and upheld activity 
towards the competition advocacy. Thus, certain authors [31] even 
consider that, according to the development of the neo-functional 
theory, DG Comp would have accomplished, among others, to straightly 
sensitize certain “under-national” target groups (i.e. groups with various 
interests within a member state), managing through a significant 
educational work to make them allies, to persuade them that the 
completion of the accession and especially the enforcement of the 
community competition regulations are in their interest both at the 
national level as well as at the international level. 

 
3. Both within European Commission’s DG Comp, as well as 

within the most powerful worldwide national competition authorities, 
the competition advocacy activity has been continuously carried out 
from the setting up and until the present, even if a long time the 
respective aggregate of strategies, actions and accomplishments did not 
acquire a theoretical identity. 

 Currently, there are already several definitions for the “competition 
advocacy”; some definitions refer to the proposed purposes, others mainly 
set off the means used to answer such purposes [2]. 

 One of the earliest relevant definition (1998) belongs to World 
Bank, assimilated by OECD [3] and underlines the fact that the purpose 
to create competition culture is competition advocacy as well as having 
influence upon the government policies for the purpose therein. Thus, 
the definition of the World Bank includes the followings: 

 “Competition advocacy refers to the ability of the competition 
authority to provide recommendations, to have influence and to 
participate to the implementation of the regulatory and economic 
government policies in order to promote the competitive structures, the 
competitive behaviour of the companies as well as the competitive 
environment on the market. Creation of a large supporting base for 
the competition policy is, as well, a part of the competition 
advocacy”. 

 
4. OECD has gradated this definition on various occasions. In 

[4], for instance, it is included an exhaustive description of the activities 
set representing competition advocacy: 

 “There is not a sole (and multifunctional) definition for 
competition advocacy… In general, “competition advocacy” is related 
to promoting the competitive market principles under the general 
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regulatory and political framework. In practice, the purposes of 
competition advocacy steps can be various. A set of presentations on 
significant issues related, for instance, to the bad influence of the 
monopoly, economic and legal argumentation within the sector 
regulations, specific recommendations and specific proposals to the 
public authorities of any level as well as to the courts of justice… all of 
these are part of the competition advocacy. Moreover, this category 
includes also the relationships with non-governmental associations, 
universities, conferences, seminars and articles for specialized or widely 
publications. Even the conferences and the press releases as well as any 
other advertising activity that emphasize and clearly state the 
importance of the competition policy can be deemed as a competition 
advocacy activity. For the developing countries, whereas the 
competition policies are not yet fully implemented, promoting the 
competition principles among the large public is a permanent task”. 

 
5. It is to be considered that the most generally accepted and 

used is the ICN definition given in [6] (and taken over in several 
important studies, such as in [7]), specifically: 

“Competition advocacy includes those activities related to the 
promotion of the competition environment in the economic fields, 
activities carried out by the competition authority by means of some 
mechanism different from those related to the regulatory 
constraint, especially by using the co-operation relations with other 
institutional entities as well as by increasing the sensitization of the 
large public in connection with the competition benefits”. 

 
6. “Competition advocacy” integrates those activities of the 

competition authorities that promote competition and generally do not 
fall into the range of attributions, obligations and legal authorizations. In 
this respect, competition advocacy involves all efforts made by the 
specific authority towards the public entities, legal system, undertakings 
and large public that are to get used to the competition benefits and to 
the role granted to the respective authority. Actually, this involves a 
large variety of activities including seminars with different categories of 
participants, press releases and press articles, Internet, annual activity 
reports, various publications. All these actions are part of the 
contribution to the so called “competition advocacy”. 
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7. A clear and comprehensive definition has been given by the 
Competition Council of Romania in [8], out of which we quote the 
following: 

“Competition advocacy defines the capacity of the authority as 
involved and authorized to provide consultancy to influence and to 
participate to the elaboration and implementation of the economic 
policies of the Government dedicated to a better promotion of the 
competition structures and behaviours of the firms as well as to the 
improvement of their performance and competitiveness on the market. 
Creation of a large supporting base within the civil society of the 
competition policy is, as well, a part of the competition advocacy. 

In order to initiate competition advocacy, the competition 
authority must use other tools than those designated to the 
enforcement of the competition rules. ” 

It is to be mentioned that the English version of [8] was used as 
reference in certain working papers of great interest in the field as it is [9]. 

 
 

II. Cinderella became princess 
 
8. Competition advocacy has earned its place and statute of main 

instrument of competition policy. According to an official statement 
registered in [32] “a key issue of the future mission of DG Comp is 
the contribution to establish other policies of the European Union as 
well as national regulatory frames so that to promote a favourable 
environment to the competition (competition advocacy)”. It was 
appreciated that, in the past, the analysis of the others Directorates’ 
proposals and national regulations of the State Members was often 
performed defensively; DG Comp needs to progress towards a more 
pro-active attitude of competition advocacy. As also underlined in [33], 
competition advocacy is to be emphasized and diversified including the 
active participation to prepare regulatory proposals and case reports of 
other General Directorates, public consultations, studies and reports on 
competition status, promotion in various ways of the best practices, 
having influence on the national regulatory processes in order to ensure 
the implementation of pro-active provisions etc.  

 
9. At the level of several European competition authorities 

(especially those from the countries called “developing and/or transition 
countries”), out of objective and subjective reasons as well, competition 
advocacy has hardly and later earned acknowledge, understanding and 
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appreciation. We have to admit that in Romania as well, whereas the 
specific authority was set up even since 1996, the competition advocacy 
has not been granted “the right of might”, has not been acknowledged as 
a component equal to all the others, if not even a priority component of 
the strategy regarding the implementation of the competition policy, 
until 2004 when, in terms of the general effort to reach the national 
target to European Union accession, a new vision and a refreshing 
breath have been sensed within the theory and the practice of the 
respective policy. 

 
10. Thus, it was understood and adopted as an action basic 

principle the premise that, among the three “prominent strategies” that 
essentially contribute to the implementation of the competition policy 
within a national economy, prior to the elimination or reduction of the 
competition distortion effects on the market, as well as prior to the 
creation of an efficient enforcement regime of specific competition 
regulations, it is emphasized as a first condition “the establishment of a 
competition culture within the key elements of the economy” [10]. 
Moreover, it is also emphasized that, besides the interventions on the 
enforcement of the competition regulations, the number and the quality of 
the competition advocacy interventions are considered as a significant 
part of the actual field evaluated within the appreciation process of the 
efficiency of a certain competition authority [34]. 

 
11. One of the obvious conclusion is the fact that promoting 

competition is a basic support (not to tell that it is a mandatory 
obligation) for the efficient enforcement of competition regulations. In 
other words, the simple existence of some regulations is not sufficient to 
facilitate the conditions for the implementation and development of a 
normal competitive environment – the hereof, as mentioned and 
closely connected with the appreciation approach of the policy efficiency 
as well as of the competition authority. As mentioned in [11]: 

“Simple existence of a competition regulation and/or a 
functional competition authority is not a sufficient condition for the 
effective implementation… competition authorities have to be more 
open towards the civil society…” 

 
12. Dissemination of the competition culture has a significant 

role to create the necessary environment in order to avoid the 
competition distorsion on the national and community markets. It is to 
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be underlined that, as abovementioned, competition advocacy is not an 
original step of a certain economic school or several national 
competition authorities, but represents an activity towards which all 
competition authorities in the world have focused their efforts, 
especially lately. International expertise has substantiated that, over 
time, by competition advocacy, the financial efforts at the national level 
towards the protection of the normal competitive environment are more 
reduced provided that the authorities would strictly confine to the 
sanctioning of infringements in this field [8]. Study [5] reaches the same 
conclusion whereas, based upon certain data and examples from reality, 
it is substantiated that promoting competition can be an efficient and 
low cost way for achieving the basic objectives of the competition 
authority. 

As emphasized in [8]: “Competition authority is interested in 
functioning of the competition in the private sector, being aware of 
the fact that it is better to promote a competition culture that 
generates voluntary rules compliance than to resort to sanctions 
enforcement.” 

 
13. Competition promotion has fully substantiated its 

potentiality over the last decades. Thus, besides the fact that an older 
intellectual debate has been gained, a large number of economists and 
legal advisers integrated into the governmental organizations as well as 
onto the payrolls of the market players have come to perceive and admit 
the competition benefits (and the knowledgement of the competition 
regulations and principles) for undertakings, consumers as well as for 
the national economy aggregate [12].  

 
14. Famous authors from states with advanced economy [5] 

underline, as well, the benefits of the enforcement of various 
competition promotion forms, using, for instance, the economic theory 
of regulation (economic theory of regulation – ETR) in order to argue 
that the concerns to promote competition can intensify the pressure 
towards the liberalization of the markets. Thus, the practice of 
Federal Trade Commission (SUA) stressed the following practical 
conclusion: 

“Competition authority, having the necessary competence to 
appreciate the competitive processes, can explain to the public and to 
the political actors the real opening to the public welfare of some 
specific regulations”. 
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15. Creation of a competition culture is extremely important for 
any country, but most of commentators (including reference studies 
drawn up within International Competition Network [6]) are of the 
opinion that the respective approach is essential particularly for the 
transition and developing countries. More specific education is 
needed in these countries because in most cases the respective national 
community hasn’t been exposed so far, hasn’t got anything to do with 
the economic competition and the competitive markets. These basic, 
obvious and objective circumstances underline the idea that the 
respective competition authorities must be more active in promoting the 
competion than the authorities from the developed countries and/or DG 
Comp of EC [13]. It is even upheld in favor of the fact that the 
competition authorities from the transition and developing countries 
need to pay a priority attention to the competition promotion as 
against the administrative enforcement of the competition regulations. 
In any case, most of commentators underline the fact that competition 
advocacy activity supports, facilitates and intensifies the administrative 
enforcement of the respective regulations [6]. 

 
 
 

III. Theoretical and practical issues  
on competition advocacy 

 
 
A. Appeal for practicality 
 
16. The education and influence as planned of certain important 

sections of the national community is a basic task for the competition 
advocacy. Usually, the most constant target groups in the context 
therein were deemed as being the legislative power, legal courts, mass-
media, market players and consumers [5]. 

 
17. It has been also made the difference between two large types 

of competition advocacy activities designated: 
- to influence the governmental decisions in the field of 

economic reforms (influencing practices) and  
- to educate the large public in relation to the benefits of maintaining a 

normal competitive environment on the national markets (educational 
practices). 
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18. It has been noticed that, generally, the dissemination 
strategies designated to the educational activities aim at being more 
visible (for example, towards mass media and civil society) than those 
sent to influence the decisional economic-political factors. 

There were identified a large variety of means in relation to the 
competitive education of various relevant social groups. It has been also 
underlined the fact that such education often requires taking upon 
certain responsibilities bigger than influencing the decisional factors. 
There have been also outlined a set of good practices pointed at the 
optimization of receiving the messages of the competition authorities by 
the large public [14], out of which, first of all, we quote: 

- messages must be addressed to the most appropriate audience 
(specific target groups), in the right time and in the most suitable 
manner; 

- competition authorities must bring down the support from 
behalf of other university, private, public organizations etc. 

Cecil Kohrs, attorney at law within USA-FTC has underlined 
three basic principles that can contribute to the efficiency of the 
competition authorities performance, specifically: simplicity, clarity 
and dialogue. 

As a basic element of this activity, it has also been underlined 
that the reputation of the competition authority in terms of 
independence, transparency,  decisional capacity are extremely 
favourable circumstances for building public trust in this institution [11]. 

 
19. Even in the developing and/or transition countries having 

already for some time a policy, a regulation and an authority entrusted 
with the protection of the economic competition, there is a long way 
until building a productive, efficient and real culture of the 
competition [15]. 

All these because the real establishment of a competition culture 
in a developing and/or transition country is a difficult and long process 
that can be nevertheless intensified if certain target groups: 

- understand the general benefits of the economic competition; 
- are aware of at least some of the relations between the 

competition policy and other important policies and convinced that the 
increase of the economic competition will contribute to the real increase 
of the respective group members’ welfare. 

In this context, the priority target groups (of maximum audience) 
include politicians, public officers, business men, regulators for general 
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matters and for sectors, academic community, mass-media etc. If some 
of these groups do not understand or are not aware of the benefits 
generally associated to the economic competition, if they are skeptical 
in relation to materializing such benefits in an useful and foreseeable 
future, the process of transition to the free market and consequently to 
the common market, can be significantly slowed down and can pass 
through foreseeable periods of regression [10]. 

 
20. As also outlined in [8]: 
“Variety of the private sector operators involves a 

differentiated approach of the Competition Council, depending on the 
respective target group: 

- business environment; 
- judges and lawyers; 
- consultants in various field of interest (economic-financial, 

legal, technical, social, educational, cultural, scientific etc.); 
- mass-media representatives; 
- academic environment; 
- civil society, consumers etc.” 
 
21. It is to be mentioned that study [6] suggests as being the 

most suitable environments and powerful support for the competition 
advocacy: consumers associations, mass-media, academic community, 
employer and professional organizations etc. 

We mention that the so far expertise of the Competition Council 
aims at being registered as one of the conclusions outlined by the 
abovequoted statistic research in terms of placing in hierarchical order 
the target groups as well as the delicate balance between the numbers of 
allied and adverse behaviours – balance deemed as suggesting also a 
mediation of tendencies. 

 
22. Consequently, more focused on the target groups than on 

the general education of the large public, it is extremely important to 
pay attention and to establish efficient and intelligent strategies of 
differentiated approach in view of building a solid support for the 
positive receiving of the economic competition principles, as well as for 
opening and increasing the trust in the competition authority. By what 
we already called as being competition advocacy, having as target the 
resonant sensitization specific to each group (consumers, business 
men, journalists, professors, students, judges etc.) in terms of the 
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competition benefits, the authority can create and develop very 
important allies for the present and especially for the future in its action 
to coagulate the public opinion around the competitive steps (and pro-
competitive) in various economy sectors. 

As a remark, we could add that a first ex-ante building 
distinction and ex-post verification of the applicable strategies should 
take into consideration the general average attitude of the target group 
as against the subject (favourable, unfavourable, uninterested) and to 
take into account the constructive usage of some minimum excursus in 
the field of social and group psychology ([35] and [36]). 

 
B. Some prevalently objectives 
 
23. Also other recent researches [16] emphasized the tendency to 

classify the main target groups and the appropriate means of action, as such: 
- consumers and producers, by the repeated presence in mass-

media; 
- judges and prosecutors, by educational programs; 
- academic environment, by encouraging the development of 

certain educational programs regarding competition and by active 
participation to such programs. 

 
24. Certainly that undertakings, consumers and public 

institutions were considered and will always be considered as major 
objectives of interest for the promotion actions initiated and/or 
supported by the competition authorities. 

Mass-media has a special rol in materializing the dissemination 
program of competition advocacy – one of the main opening towards 
mass-media from the competition authority being the references on 
regulations, decisions or other relevant actions for the public and/or for 
certain groups of interest [20]. In some studies it is mentioned the 
necessity to develop close relations with journalists, going so far as to 
training them in an organized manner in relation to the competitive 
steps benefits [21]. 

 
25. We emphasize the fact that the same recent researches 

indicated the existence of certain major disfunctions regarding the 
relation between the competition authorities and the legal system. 
Especially in the context in which the independent and efficient 
appreciation according to the expectations of the competition authorities 
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decisions made by the courts, as well as the close co-operation in the field 
of competition between the two institutional entities are and will become 
even more extremely important issues of the national and community 
policies [17]. The existence of some judges familiarized with the 
competition regulations is an element that can bring a basic contribution to 
the efficiency of the national competition policy [16]. 

In any case, in any context and any effective achievement way, 
the relations between the competition authorities and the judicial 
authorities are considered as a very important aspect of the competition 
advocacy [18]. 

 
26. One can tell that most of the transition and/or developing 

countries have a major common concern in relation to the difficulties on 
the competition law approach in the legal system. The almost 
unanimous opinion is that the legal system is and/or will be a touchstone 
for the enforcement of the competition regulations. It seems that, 
generally, judges do not assimilate yet the competition law and avoid 
excursus in this field hiding them into a procedural and administrative 
labyrinth from which seldom arise basic aspects. In the mature 
administrative systems (those of many European countries) the 
decisional rol of the administrative authorities and the distinction 
between the administrative infringements and the criminal offences are 
very clearly established, as well as the rol of the courts in the appeal 
proceedings. In the transition and developing countries courts (the 
involved courts) need to discover and be progressively aware of the 
guiding principles of the competition law, which will contribute to the 
importance increase of certain possible content reviews to the prejudice 
of certain possible form reviews [19]. 

In Romania it has been also acknowledged the importance to 
draw the judicial body towards various actions specific to the 
competition advocacy (conferences, seminars, working meetings etc.) [8]. 

 
27. Another efficient way to stimulate a positive attitude for the 

competition is represented by the promotion of actions together with 
and within the academic environment by organizing seminars and 
common conferences, lectures, involvement of the academic specialists 
and of the students in interactive projects or in simulations of certain 
processes generated by anticompetitive behaviours [8]. 

Reference studies were underlined the utility of the promotion 
actions initiated or supported, under various forms, by the competition 
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authority in schools, colleges, universities, as well as the need to 
introduce as many competition elements as possible into the academic 
programs and training courses [19]. 

It has been emphasized the idea that the present-day 
students are the future business men, public officers, lawyers, 
judges etc., i.e. those who will put into practice, at a certain moment, 
among others, the competition policies [23]. 

Thus, the involvement of the competition authorities in 
educating students is underlined as a very useful tool for their 
familiarization with the competition policies prior to their employment. 
It is also pointed out that, at the level of the EC, DG Competition is 
involved in post-academic activities as masterat [24]. 

 
28. In this context it is underlined that the theoretical and 

applicable field of the competition policies or, what we could call as 
“modern engineering of economic competition protection” is also 
considered as a very interesting and a most promising opening for the 
academic scientific research, for the university education in any 
country, including Romania [25]. According to our expertize, drawing 
the academic community towards the institutional initiator of the 
economic competition, transformation of the members of this 
community into active militants of the advocacy competition 
dissemination can be made the best by spreading some inciting 
challenges and performing common scientific researches in the field. 

 
29. In terms of direct support that the academic environments 

could grant to the competition authority and policy, it is to be reminded 
that, besides the EC, even in the action area and supporting the activity 
of DG Comp, there is for some time past a consultative forum for 
discussions and analysis for the competition policies (Economic 
Advisory Group for Competition Policy) consisted of professors having 
solid academic reputation from the most famous universities of the 
European community. We consider that this consultative pattern could 
be applied with good results at the level of the national competition 
authorities. We also underline a recent and promising development 
called as “forensic economics” (see [26]), name given in accordance 
with the term “legal forensics” (the quality of “legal” referres to the 
enforcement of the scientific researches and practices in justice). 
Briefly, it is about classifying the entire demonstration regarding the 
infringements of the competition regulations on solid theoretical basis 
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that are to be proved in courts and which could be possibly even 
supported in courts by the famous academic scientific workers and 
collaborators of the competition authority.  

 
 

IV. Romanian expertise related to competition advocacy 
 
C. Realities and tendencies 
 
30. Competition advocacy, seen as a significant component of 

the national competition policy as well as an access condition into “the 
international club” of the specific efficient authorities, is considered as 
one of the Romanian Competition Council’s priorities. 

Expertize of past years proved that, without a clear strategy of 
competition advocacy, the measures taken by the Council for preventing 
the anticompetitive practices or other infringements of the legal 
provisions were insufficient for obtaining the expected outcomes. In 
order the undertakings to be aware of the benefits of the normal 
competitive environment existence as well as of the risk taken in case of 
non-observance of the regulations in the fields of competition and state 
aid, it was and it is necessary for them, first of all, to know, understand 
and accept the specific legislation. Therefore, dissemination of the 
competition culture was proved as essential for creation the 
environment necessary to a real market economy. 

 
31. Taking into account the importance of competition 

advocacy, in 2004, Competition Council initiated the establishment and 
the enforcement of a dedicated and coherent strategy, whose final 
objective was the creation of a large supporting base of the competition 
policy. 

Within the extensively program of competition advocacy provided in 
the Council’s strategy, the main action directions focused on: 

- awareness by the undertakings, consumers, public institutions 
etc., of the benefits of creation, maintenance and stimulation of a normal 
competitive environment; 

- monitoring and influencing the economic policies in order to 
avoid possible competition distorsion; 

- dissemination of the knowledge of the competition and state 
aid rules in order to be observed and promoted. 

The competition advocacy actions were headed to all social 
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structures (target groups) interested and/or involved in the business 
environment, legal system, academic environment, public institutions, 
consumers, mass-media etc. [27]. 

 
32. As a programmed document of maximum concentration and 

large expectation, the Road map for competition advocacy 
(Romania, Competition Council, June 2004, on the site 
www.competition.ro. – English version: Road map for competition 
advocacy, Romania, Competition Council, June 2004) was 
established as a strategic guideline of maximum importance for the 
enforcement of the Romanian competition policy. 

According to the guiding lines mentioned in the abovequoted 
document, the Council’s activities towards the competition advocacy 
have been mainly headed to: 

- organization of seminars, conferences, reunions, meeting with 
the local and central authorities, business environment, employer or 
professional associations etc.; 

- participation to different domestic and international events; 
- creation and institutionalization of ex-ante consultation system 

where ministries and other interested public institutions should be 
included; 

- conclusion of some collaboration agreements with different 
institutions and organizations; 

- organization of some meetings with mass-media, interviews 
and press statements; 

- press releases on issues of major importance from the agenda 
of the Competition Council; 

- restructuring of the Internet page of the Competition Council 
(www.consiliulconcurentei.ro and www.competition.ro) and publication 
on this page of all relevant documents (decisions, opening 
investigations, publications, legislation etc.). 

 
33. In this context, as extremely productive strategic steps taken 

by the competition authority, we exemplify as follows: 
a. Creation and institutionalization of an ex-ante consultation 

system with the central public authorities and ensuring its functionality 
on a permanent base. Thus, pursuant to the dialogue with the respective 
authorities there were re-activated the periodic work meetings within 
the “Inter-ministerial group on state aid issues”. In 2004 it was 
established the “Inter-ministerial group on competition issues”. 
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b. Signing of certain protocols of specialized collaboration with 
several sectorial public authorities and non-government organizations . 

 
34. As underlined by the outcomes registered in the most recent 

Annual Reports of the Competition Council, the indicators related to the 
competition advocacy have reached in Romania extremely high 
dimensions. 

Thus, pursuant to the constructive enforcement of the 
institutional program aggregate (by focusing on competition advocacy 
actions), in the last years, the progress in the competition field has 
decisively brought the Competition Council together with the 
professional standards imposed at the level of the authorities from EU. 
In this context, consolidation of the activity and of the presence of the 
Competition Council on the national market has substantially 
contributed to obtaining certain positive assessments in the Monitoring 
Reports of EC. 

Moreover, the evidence of the positive evolution reception 
registered in the activity of the Competition Council is also the decision 
adopted by OECD to accept Romania as an observer to the Competition 
Commission’s works – famous international organization. 

 
 
D. Statistics has the floor 
 
35. A short excursus in the field of the most recent results 

reporting [28] highlights the fact that for the enforcement of the 
programmed document [8], competition advocacy represented for the 
Romanian authority one of the priorities of 2005, the main objective 
focusing on the knowledgement and observance of the rules governing 
competition and state aid in view of the awareness of the participants to 
the economic life towards the creation and consolidation of a normal 
competitive environment. In order to achieve such an objective there 
have been organized numerous seminars, conferences, round tables, 
including within some show rooms. There were published various 
documents for the dissemination of the specific legislation (primary and 
secondary) and it was intensified the dialogue with the public 
authorities, representatives of the judicial body, undertakings and last 
but not least with mass-media. 
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36. Having in view the significant importance of the competition 
advocacy activities and in order to achieve a better co-ordination of the 
actions in this field, in October 2005 it has been established at the level 
of the institution “The inter-department working group for competition 
advocacy”. This group is responsible with preparing the monthly 
calendar and with monitoring the achievement of the proposed actions 
and it was involved in promotion activities especially by the 
dissemination of the publications drawn up by the competition 
authority. Within the group, there were prepared documents for the 
presentation of the Competition Council and of the specific regulations 
in the field of competition and state aid. There have been prepared 
documents for the heading dedicated to competition in the on-line 
Informative Bulletin of the Chamber of Commerce and Industry of 
Romania and it has also been collaborated for the drawing up of certain 
presentation articles accessibly to the large public for the weekly 
heading “Following competition” of the national newspaper “Curentul”. 

 
37. Competition Council draws up and spreads for the public, 

free of charge, a large palette of regular and occasional publications, 
such as: 

- Competition Survey, Studies and researches relating to 
economic competition, Journal of Territorial Survey Directorate, 
Competition Council; 

- Monthly Bulletin of the Competition Council firstly published in 
May 2004 reflecting the activity of the institution on the enforcement of the 
legislation and the actions taken towards the European integration, 
competition advocacy, international co-operation and relations with mass-
media; 

- Quarterly magazine “Profile: Competition”, offering articles 
with specialized subjects as well as topics from other connected fields 
presented by collaborators of the Council; 

- Weekly Bulletin “Community news”, that includes news at the 
community level related to regulations and tendencies, adopted 
decisions as well as approaches of EC in various cases; 

- Brochures on various specific topics (for example, two 
collection books including the entire national legislation of the 
competition and state aid etc.). 

All these publications are submitted, free of charge, to the 
Romanian Government, Parliament, National Bank of Romania, 
regulation authorities, employers’ associations etc. and are distributed 
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also free of charge to the interested undertakings and other categories of 
participants to the actions organized by the Council (on the bilingual site 
www.consiliulconcurentei.ro). 

 
38. The site of the institution is intensively used as a modern 

promotion instrument in a transparent manner of the competition 
culture. There can be accessed by anyone, besides the primary and 
secondary regulations in force, all decisions, press releases and 
publications of the Council. 

As of April 2005, on the internet page it was included a Forum 
section offering to those interested the possibility to express their 
opinions, points of view, suggestions or complaints in relation to the 
activity field of the competition authority. 

It is also to be mentioned the existence of a free telephone line – 
TelVerde – where competition inspectors are granting to the consumers 
specific assistance and operative guidance. 

39. In 2005, representatives of the competition authority 
participated to 235 competition advocacy actions (seminars, 
conferences, round tables etc.) out of which 158 were organized by the 
Competition Council. 

The large number of actions specific to the competition 
advocacy performed in 2005 compared to 2004 was a result of the direct 
dialogue especially with the local public institutions , professional 
associations and undertakings. The dialogue was followed by granting 
specialized consultancy for the purpose to clarify certain specific 
legislation issues on competition and state aid, as well as to clarify 
aspects related to the implementation of the community acquis. It is 
mentioned that almost 2/3 of the competition advocacy manifestations 
were targeted on groups from the business environment. 
Representatives of the local and central public administration were 
invited to 79 actions, respectively half of the seminars organized by the 
competition authority (sometimes together with the undertakings). 

 
 
In 2006, the actions on competition advocacy registered a 

significant increase compared to the 2004-2005 period, respectively a 
raise of approx. 4 times compared to 2005 and of over 19 times 
compared to 2004  
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Graph no.9 
 

 
 
 
The central role within the advocacy actions was played by the 

organization of seminars, conferences, round tables, accounting for 66,3% of 
the total actions (Table no.17).  

 
 
A special role within the advocacy actions was played by the 

activities carried out within the collaboration protocols concluded by the 
Competition Council with various regulatory authorities (12.5%), as 
well as the publication of informative materials on competition and 
State aid (9.5%). The collaboration with the mass-media was 
intensified, their share in the total actions rising at 8.3%. 
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 At the same time, 2006 registered an intensification of the 
advocacy activity carried by the Competition Council through its 
Territorial Competition Inspectorates. In this respect, during 2006, 
1,654 advocacy actions were organized at the local level - seminars, 
round tables, working meetings (Table no. 18). 

 
 
 The publication in the local magazines of articles on State aid 

and competition played the central role within the actions on 
competition advocacy (41.8%), while the organization of round tables 
had a share of 14.8% (Graph no.10). 

 The 203 interviews granted for the local radio and TV stations 
by competition inspectors represented a good manner for disseminating 
at the territorial level relevant information regarding the Competition 
Council’s activity, as well as concerning the field of competition and 
State aid.  

 The territorial inspectorates organized 292 seminars and 
working meetings in order to raise the awareness of the business 
environment and of the local decedents in respect to the importance of 
observing the competition rules and to facilitate theirs familiarization 
with the Romanian legislation on competition and State aid. 

 This was the manner for providing a direct and permanent 
dialogue with the public authorities from the local level and with the 
professional associations and undertakings. The consultancy aimed at 
clarifying specific issues on competition and State aid, as well as at 
promoting the new rules resulted from the EU accession.  
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 Within 01.01 – 30.09.2007 the Competition Council has carried 

out through the territorial inspectorates the following competition 
advocacy actions: 

 
 

Table no. 18 bis. Competition advocacy actions at territorial level in 2007 
 

 Action type Number 
1 Seminars 78 
2 Round tables 369 
3 Working meetings 219 
4 Participations at specific events 110 
5 Press releases 88 
6 Articles in the local press 417 
7 Radio Interviews  77 
8 TV Interviews  57 
9 Articles for specific magazines 9 
10 Specialized assistance actions 1482 
11 Other types of actions 11 

 Total 2917 
As noticed, at the territorial level, the competition advocacy 

actions carried out within 01.01 – 30.09.2007 increased, compared to 
2006, with a percentage of 76%. 
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Table no.19. Competition advocacy actions at territorial level in 2007 
                (January-September) 
 

 
 
40. Another competition advocacy dissemination type was the 

organization, with the assistance of the Chamber of Commerce and 
Industry of Romania, of some information and consulting offices on 
competition and state aid issues within 10 national and international 
fairs. During these fairs there were also organized conferences with the 
attendance of experts of the Competition Council who presented topics 
of interest in the field. 

 
 41. In the context of the permanent concern for competition 

advocacy, the Council has constantly acted for the development and 
maintanance of a harmonious communication with mass-media, having 
as top priority efficient, transparent, prompt and correct information. 
Communication with all mass-media institutions was intensified in 
value and capacity by implementing of partnership relations and 
drawing up several articles and special supplements published in 
national daily newspapers and periodicals at regional and national level. 

Improvement of the relations with mass-media has been 
reflected into the increase of the Competition Council presence in front 
of the large public, basic condition for the projection of an image of 
credibility and trust. 
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Thus, in 2005, the activity of the institution was reflected in 
3394 press articles, out of which 1538 (83%) had as source Competition 
Council. 

 In 2006, the transparency of the Competition Council’s activity 
was provided by the active and permanent dialogue with the mass-
media. As a consequence, articles and special supplements presenting 
issues of interest in the field of competition and State aid were 
published in national daily newspapers and periodicals.  

 During 2006, the President of the Competition Council granted 
44 interviews to the written press and to the audio and visual media, 
attended 21 radio and TV shows and hold 3 press conferences related to 
certain important events. 

 The Competition Council’s activity was reflected in 3,176 press 
articles, of which 59.4% (1,887 articles) had as source the competition 
authority. The Competition Council’s increased efforts for highlighting 
certain information of interest regarding its specific activity were 
concretized in 205 press releases (16.5% more compared to 2005).  

 
Graph no.11 

 
E. Next priority actions 
 
42. It is to be noticed that the significant competition advocacy 

activity has been carried out at the regional level by some special 
structures of the Council – competition territorial survey inspectorates. 
These structures of the competition authority, long time ago implanted 
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into the national social-economic centres, are considered as a junction 
of a professional network ensuring the monitoring and the permanent 
investigation of the competitive environment throughout the country as 
well as the enforcement and the promotion of the competition policy. It 
is to be underlined the fact that the representatives of all competition 
authorities that visited us had highly appreciated the constructive 
capacity and the special opportunities open by these organizations. 
Within these competition inspectorates, with the participation of the 
local authorities, territorial chambers of commerce and industry and 
other organizations, there were carried out approximately 80% of the 
seminars and round tables initiated by the competition authority in 
2005. From this organizational level, there were published in the local 
press a number of 544 articles on competition and state aids and the 
competition inspectors have actively participated to 146 radio and TV 
broadcasts.  

As noticed, the territorial competition advocacy activity was 
carried out at an advanced level and increasing trend, considering the 
substantial contribution of the respective structures to the total results. 
However, taking into account the good results as well as the efficient 
implementation capacity as proved, we appreciate that within this 
organizational chart section there are still some reserves of actions in 
relation to the dissemination of the competition advocacy, reserves we 
suggest to be further used. 

 
43. In 2005, for the judges and the assistants from the High 

Court of Cassation and Justice and Bucharest Court of Appeal, there 
were organized 20 competition advocacy actions, most of them in 
collaboration with German and Italian partners from the Twinning 
Convention. Within the organized debates, there were approached topics 
regarding the role and the place of the Romanian judges in relation to 
the economic competition, as concerns accession to the European Union 
and there were presented cases, principles and concepts from the 
community jurisprudence on competition and state aid. 

At the same time, a special attention was paid to magistrates by 
organizing round tables attended by judges and public prosecutors from 
the Bucharest Court of Appeal and the High Court of Cassation and 
Justice - competent courts in the field of competition and State aid.  

The Competition Council’s activity on competition advocacy 
also included the organization of a train ship for justice auditors within 
the National Institute of Magistracy (INM) (the future judges/public 
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prosecutors). It was focused on presenting the competition and State aid 
legislation, as well as the legal experience in the field. A new train ship 
was prepared upon INM request and has been carried out within 
February-March 2007. 

We appreciate that, in relation to this very important target 
group for the competition advocacy activity, it hasn’t been done what 
absolutely necessary and the outcomes are still not sufficient. 
Consequently, our intention is to increase the number of the seminars 
and working meetings with the abovementioned judicial bodies which, 
even prior to the enforcement of all provisions of the Regulation 
no.1/2003 in Romania, are present as courts of legal censoring in the 
activity area of the Competition Council. It has been also taken into 
account the enlargement of the categories of collaborators by the 
support of the National Institute of Magistracy, i.e. that institution 
whereas all magistrates in Romania regularly improve their training. It 
was also underlined the necessity of the judges from the commercial 
sections of the territorial courts to be included in the action area of 
competition advocacy, as in these sections a variety of causes involving 
competition issues are judged and the adopted relevant decisions are not 
always the most grounded ones (certainly, the territorial structures will 
have a substantial contribution to this new opening) 

  
44. Competition advocacy in the academic environment is also 

one of the important chapter we were showing a deficit up to the 
present. Without resuming the argumentation in favour of granting a 
special attention to this target group, it is registered the proposal to 
firstly achieve an important volume of activity also towards this 
direction. There have been already registered and planned some actions 
of high importance and quality ( we hereby mention two seminars of 
great scientific importance organized in Targoviste initiated by 
Dambovita Competition Inspectorate in collaboration with two famous 
universities of “Valahia” University – a special result of these seminars 
was also an elegant publication of periodicals – “Competition – Bulletin 
of the Territorial Monitoring Directorate – Dambovita Competition 
Inspectorate”). 

 
F. Stage conclusion 
 
45. The clear self-assessment of the current stage towards the 

enforcement of the competition policy in Romania emphasizes the fact 
that following an unfortunate cvasi-total period of ignorance, 
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Competition Council of Romania made significant efforts, with 
remarkable outcomes in the field of “competition advocacy”, 
reconsidered as being a priority strategic objective. The 
abovementioned outcomes are certainly assessed as being not sufficient, 
however they already provide us, at the national level, a good image 
(independence, transparency, accessibility, decisional capacity etc.) 
among the basic institutions of the state of law. 

As mentioned before, competition advocacy is actually 
considered as a priority target and a major assessment criterion for the 
practical and theoretical efforts of all worldwide competition 
authorities, each of them originally and constructively contributing to 
what could be called as the score of free economic competition in the 
great concert of the united nations. The study hereof, trying to 
highlight the way of thinking as well as some achievements, limits and 
new approaches contemplated by the Competition Council of Romania 
in the analyzed field, intends to be a modest contribution in this sense. 
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             Abstract: 
According to Michael E. PORTER “the competitivity is the main factor in the 
success or failure of an enterprise. The competitivity determines the opportunity 
that an enterprise can contribute to its performance, such as innovations, unique 
culture and judicial implementation”. This study tries, but without exhausting the 
entire problem, to explain the concept of competitivity, from the point of view of 
different economic schools representatives throughout the time, but also the 
role, attributes and typology of the competitivity. 

 
 

I. Introduction 
 
1. Competition is a very important phenomenon for the 

economical and social life, as it represents the engine that motivates 
both people’s businesses and existence. It is known that, from birth to 
death, man will try to adapt to its natural, social and economic 
environment, supposing that he should know what competition is. First, 
he will compete with himself, in order to overpass his own limits and to 
place himself in a favourable position in the society. Then, he shall 
compete with other competitors, showing off some abilities that will 
allow him to get a favourable position. If we refer to the economic 
environment, a company shall permanently compare to the other 
competitors on the market, the game of competition deciding the position 
on the market. Of course, it will not be the hazard to decide this position 
on a certain market, but all the resources and competence of one company 
that he uses to win the dominant position on the market. 

 
2. Whether competition is beneficial or not for the society, this 

can be found out only if, at the macro-economic level of economy, there 
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is a significant increase from one period to another and, at the micro-
economic level of one company, it is noticeable a better competitive 
position than in the past. It is a fact that because of the existing 
competition there will always be winners but also losers. 

That is why the answer to the question “Is competition beneficial 
or not?” may have more shades. Thus, the “winner” will consider the 
competition beneficial, as it gave him the possibility to put all his effort, 
resources and ability to get a superior position, as compared with the 
other competitors. It is obvious that for a “loser”, the competition” is 
less beneficial, as it eliminated him from the market. But, as a paradox, 
it could become beneficial if this economic operator will realize that has 
lost because of his own mistakes, of which he should learn in the future. The 
market will be dominated by the one who will know how to use his 
resources in the most efficient way, how to choose the advantageous and 
competitive strategy. A “loser” might have the chance to imitate the winners’ 
strategies, thus he could win back a position on the respective market. 

 
3. At the same time, the existence of economic actors able to 

face other competitors means the development of foreign trade, 
encouragement of investments and a positive answer to the evolution of 
globalisation. Competition must not be perceived as a myth, it is not 
only an instrument that could solve all the economical problems. In the 
practice of market economy countries, the range of instruments and 
means used in competition is very wide. From more or less “peaceful” 
ways, the competition gets to harsher forms, even outside the legal 
framework. 

 
4. Competition encourages the entrepreneurial initiative and the 

coming of the new competitors on the market, awarding the ones who are 
effective and punishing the ones who are not. The competition is the 
essential engine of competitiveness, the source of the last mentioned being 
the improvement of efficacy. The mechanisms of the market are not always 
efficient, there are companies that might diminish the role of the 
competitive process because of their position of monopoly or oligopoly, 
affecting the economic increase. These fails can be corrected by the 
competition policy, supporting the process of liberalisation and regulation. 
This policy tries to prevent the non-competitive practices and the structural 
modifications within the economic field, that might facilitate these 
practices and appear as a consequence of the issued decisions or as a 
consequence of the rules adopted by the public administration that interfere 
on the market, influencing the competition directly or indirectly. 
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II. Steps in the evolution of the concept of “competition” 
 
5. The history of mankind, the progress, the economy and social 

dynamics show that the competitive market economy, with its basis – 
the private property – proves to be the best and the most fertile ground 
for the entrepreneurial spirit, both for individuals and for companies.  It 
is obvious that any economic activity is oriented towards the market and 
involves the market and the companies, as actors on the market. The 
market is the main component of the economic environment of the 
company. The market validates the efficiency of the economic actions 
and decisions, it represents the barometer of the economic and financial 
status of the company. 

 
6. The competition is often perceived as a rivalry or a contest in 

a certain field of activity. According to the Romanian Language 
Explanatory Dictionary, competition represents: “a commercial rivalry, 
a fight with economic means, between industrialists, traders, 
monopoles, countries, etc. in order to gain the market, to sell more 
products, to get more clients and more earnings”1. 

 
7. Competition presumes that there are two or more companies, 

active on a certain market, in order to attract a higher number of clients, 
with a view to reach the proposed objectives. As a consequence, 
competition persuades the companies to orientate themselves towards 
the consumers, towards their needs, trying to satisfy them by offering 
products or services that are different from the ones of other 
competitors. This involves the adoption of a certain competitive 
behaviour that can act in the competition relations existing within a 
certain field of activity, or on a certain market. 

  
8. During the time, in order to define the notion of competition, 

economic and legal terms have been used. Thus, according to a more 
comprehensive legal definition, “competition means the fight taken 
nationally and abroad, between capitalist companies active in 
production, trade, banking etc. with the goal to realize bigger profits by 
gaining  bigger shares of the market and, as a consequence, to increase 
their turnover” 2.  In a first effort to define the concept, from another 
                                                 
1 Dicţionarul explicativ al limbii române (Romanian Language Explanatory Dictionary), publisher: 
Editura Academiei, Bucharest, 1975, p.182 
2 A. Constantinescu, I. Rucăreanu, Concurenţa în “Dicţionar juridic de comerţ exterior” 
(Competition in the „Legal Dictionary of  International commerce”), Bucharest, 1986, p.58 
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viewpoint of law specialists, competition represented “a status of general 
incapacity – in principle – i.e. the incapacity of any economic operator to 
influence the average level of his offer or demand on the market, 
otherwise than by improving his own economic efficacy, for example, by 
increasing the buying power” 3. 

 
9. Economists like Ulrich Meyer-Cording criticized the way in 

which the law specialists perceived competition, as a status of the market, 
proposing a new criterion to define it – behaviour. Within this approach, 
competition is “a behavior of more rivals trying to reach the same goal 
in order to promote their profit oriented output” 4. Analysing the notion 
of imperfect competition, professor O. Căpăţână considers the 
competition as a “confrontation between companies with identical or 
similar activities, in the fields open to the market, in order to gain and 
preserve the clients, in order to render their business profitable” 5, by 
taking into account the “possible” competition. 

 
10. As competition exists both on a national and international 

level, it has been defined by OECD – international body which militates 
for the creation of an optimal economic and business climate in the 
member states – as: “the situation on the market, where companies or 
sellers fight independently to attract the buyers, in order to reach a 
certain economical level, for example profit, sales and/or market 
shares. In this respect, the competition is often equivalent to rivalry. 
This rivalry can refer to prices, quality, services, or combinations of 
these or other factors that are valued by the clients.” 6. 

 
11. The dynamic perspective over the competition, in its 

classical variant7, belongs to the economic liberalism, founded by the 
“father” of the modern political economy, Adam Smith, who brought 
the theory of competition as a live relationship between its two sides, 
                                                 
3 F. Böhm, Wettbewerb und Monopolkampf (Concurenta si combaterea monopolului), 1933, p. 12-
20, apud J.-P. Dubois, La position dominante et son bus dans l’article 86 du Traité de la CÉÉ 
(Dominant Position and Abuse in Article 86 from the Treaty of the European Economic 
Community), Libraires Techniques, Paris, 1968, p. 39  
4 Die Grundbergriffe des Wettbewerbsrechts: Wirtschaft und Wettbewerb (Notiunile de bază ale 
dreptului concurentei: Economie si concurenta), 1962, p. 462, apud J.-P. Dubois, quoted op., p. 39 
5 O. Căpăţână, Dreptul concurenţei comerciale. Partea generală (Law of Commercial Competition 
-  The general part), Bucharest, 2nd edition, publisher: Editura Lumina Lex 1998, p. 30 
6 R.S. Khemani, D.M. Shapiro, Glossaire d’economie industrielle et de droit de la concurrence 
(Glossary of Industrial Economy and the Law of Competition), publisher: Dalloz Paris, 1995, p.23 
7 The classical school is the name given to a variety of authors and their works, who dominated 
the period 1750 – 1848. 
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action and reaction. The economic system model proposed by Adam 
Smith founded many economic policies in the following centuries, 
being considered very modern even in present, and especially for the 
economies in transition to the market economy. In his book “The 
Wealth of Nations”8, competition is considered “the invisible hand” 
which adapts the demand and the offer and naturally sets up the 
economic activity, when the companies are free to act and the 
governments issue correct playing rules. The conclusion: “the invisible 
hand is nothing more that the automatic mechanism to balance the 
competitive market”9. Due to this role, competition maximises the 
wealth of nations, leading to an optimum assignment of labour force and 
capital within all the fields of activity. 

In a traditional view, competition represents a series of 
characteristics that refer to the free initiative and the personal interest of 
the economic operators that activate on a certain market, to the 
economic results analysed without taking the institutional 
considerations into account, as well as to the accent placed on the theory 
of value. The traditional theory of competition mentions that the 
expansion of the results of a company is limited by costs. Sraffa10 shows 
that this expansion is limited because of monopoly prices. As a rule, a 
company will not loose all its business if increasing the price and will 
not exclude all its rivals if reducing the price. As per consequence, the 
company enjoys secure monopoly elements, even within a competitive 
market. Within a stable economy, a company may reduce its price and 
increase the volume of sales and profit to the detriment of its 
competitors. It can also increase prices and, then, competitors will be in 
a winning situation by increasing their own prices.  

 
12. Opposing the traditional theory, new alternatives appeared to 

approach competition 11: 
- the group of the three schools: the school of the monopolistic 

capitalism, the managerial school and the planning school. This 
                                                 
8 „An Inquiry into the Nature and Causes of the Wealth of Nations” („O cercetare asupra naturii şi 
cauzelor avuţiei naţiunilor”), published in 1776. 
9 “It is for his own profit that man engages his capital to support industry; thus, he will always make 
an effort to use it in industry, in order to obtain a product of a higher value or to change it against 
the larger amount possible of money or other goods. In this case, as in many other cases lead by 
an invisible hand, other objectives are also achieved, objectives that  were not necessarily 
intended. Looking for his own interest, man often favours the social interest, more than he really 
wishes to do it” –  Adam Smith, "Bogatia Natiunilor" („The Wealth of Nations”), Volume IV, Chap. 2 
10 Piero Sraffa (1898-1983) former Italian economist, founder of the Neo-Ricardian School 
11 Tatiana Moşteanu, Th. Purcărea, Concurenţa. Ghidul afacerilor performante (Competition. 
Guide for competitive businesses), publisher: Editura Economică, Bucharest, 1998,  p.54-57 
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alternative has its roots in the book “The New Industrial State” by J.K. 
Galbraith 12, therefore the group is also called “The New Industrial State” 

- “the institutionalists” 13 (the German school, the American 
school) who explain the economic behaviour and competition by 
criticizing the traditional approach much more incisively then found in 
“The new industrial state”. 

 
13. The followers of both theories, “the new industrial state” and 

the “Institutionalists” have approached competition using two 
viewpoints: a dynamic (classical) viewpoint, which focuses attention on 
the behaviour of economic operators interested in obtaining profit as 
well as on the tendency of evening-out profit rates between various 
economic activities and a static (neoclassical) viewpoint, which captures 
the existence of some structural characteristics (large number of 
participants) in the analysis of the competition environment. 

 
14. A remarkable representative of the dynamic (classical) 

approach is Friedrich Hayek14, who states that perfect competition is in 
fact not a competition at all. This is so because perfect competition 
excludes all the competing activities that economic operators would 
perform: publicity, selling under the competition’s prices and the 
differentiation of products and services offered. Another issue that 
Hayeck approached as well is the way of acquiring and using 
knowledge in economic decision making, emphasizing that besides the 
knowledge of prices, there are other factors which reflect the reality of 
the market who also play a key role in the process of sound economic 
decision making. 

 
15. According to several economists, the neoclassical theory of 

pure competition has had less applicability in modern industrial 
production and commerce than in agriculture. The theory assumes the 
existence of several buyers and vendors as well as the existence of some 
perfectly homogenous products, so that no individual can have a 
                                                 
12 J. K. Galbraith became a very popular author that developed an institutional criticism of the 
present capitalism, promoting concepts about the society of welfare and about the new industrial 
state. 
13 Institutionalism appears at the end of the XX-th century in the USA, his founder being Thorsten 
Veblen. The institutionalist doctrine of Veblen combines the originality of the concept with the 
social criticism, inducing a possible explanation: capitalism could be less bad if economists would 
give up the methodology individualism and would let themselves guided by the institutions that set 
the market in motion.  
14 Friedrich August von Hayek (1899-1992) former Austrian economist and philosopher, awarded 
with the Nobel Prize for Economy (1974), remarkable representative of the Austrian school of 
ultra-liberalism. He distinguished himself  by defending the free market and rejecting the 
centralised economy. 
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perceptible influence on the market, and to the buyers it makes no 
difference where they acquire their products from. In such a market 
every vendor can offer any quantity o of goods at the price of the 
market, without the need for any publicity, brand name or sales force. 
But this is an abstract market which cannot exist in practical reality. 

 
16. Today, more and more economists agree that the model of 

pure competition does not manage to accurately depict the situation 
found in real markets. Pure competition cannot really exist, because it 
does not create the possibilities for real growth, efficiency and stability. 
In fact the term of pure competition was replaced by the term “workable 
competition”, which represents a compromise between pure competition 
and oligopoly. 

 
17. The neoclassical school constituted a turning point in the 

approach of competition by removing the concept of pure competition. 
Thus the theories of imperfect competition were developed in the 
framework of the neoclassical or marginalism school. Although these 
theories were not fully developed by the early 30’s, they have deeper 
roots. For instance Cournot15 developed pure monopoly and duopoly 
models as early as 1838, and Edgeworth16 and Wicksell17 have analyzed 
the situations of the demand curve permitted by the competition. In the 
framework of the neoclassical school a series of theories were 
developed concerning the influence of monopoles on the raising of 
prices above the equilibrium level, which can provide long term 
economic profits. Due to these theories, economists have accepted, in 
some cases, the governmental antitrust measures, as well as the 
regulations regarding monopoly profits. 

  
18. It is a remarkable fact that these ideas were fully developed 

independently and almost simultaneously by Edward H. Chamberlin in 
the USA, Joan Robinson18 in England and Heinrich von Stackelberg in 
Germany19.  
                                                 
15 Antoine Augustin Cournot (1801-1877) former French economist, representative of the 
Lausanne School. 
16 Francis Ysidro Edgeworth (1845-1926) former British economist, representative of the 
Neoclassical School. 
17Johan Gustaf Knut Wicksell (1851-1926) former Swedish economist, forerunner of the 
constitutional political economy, a branch of the new institutionalism 
18 Joan Violet Robinson (1903-1983) former British economist, representative of the Keynes 
School, who introduced the theory of imperfect competition 
19 Stanley L. Brue, The evolution of economic thought, sixth edition, The Dryden Press, Harcourt 
College Publishers, p.347-355 
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Stackelberg’s 20 analysis determined him to abandon all hope 
regarding economic order except the one provided by the state. If the 
economic world disintegrates in a futile monopolistic struggle then the 
force of the state must be called upon to restore order. 

Edward H. Chamberlin21 states in his 1933 book “The theory of 
monopolistic competition” that the market prices are determined by the 
competitive as well as by the monopolistic elements. A basic concept of 
the monopolistic theory is product differentiation. In a general category 
of goods, specific products are differentiated if there is a significant 
base to distinguish one producer’s products and services by those of the 
other’s. According to Chamberlin, an enterprise will enjoy a significant 
monopoly if its price is higher than its medium costs both in the short 
term and in the long term. When several enterprises operate in a 
monopolistic competition, free entry into a market will eliminate long 
term monopoly profits. 

Another remarkable economist, Joan Robinson, in his book “The 
economic theory of imperfect competition”, added to  the concept of 
monopolistic competition the idea of monopson, a situation where in the 
market there is only one buyer or a group of buyers that acts like a 
single buyer. 

 
19. An important representative of the post-keynes economic 

school, Piero Sraffa, although a former critic of the neoclassicism, 
conducted his early work in the methodological tradition of 
neoclassicism by generating a critic to the theory of pure competition 22. 

 
20. In an attempt to correctly depict the problems found in the 

real, practical world, Alfred Marshall23 synthesized the two approaches 
on competition, the classical and the neoclassical approach, based on the 
existence of two models, a long term model and a short term one. The 
short term model focused on the number of participants on the market, 
whilst the long term model monitors the flows of capital that enter or 
exit the market. Both models are trying to explain the perfect 
competition model and the monopoly model. Marshall raised another 
problem, which was broadly debated by theorists, the problem of the 
                                                 
20 Heinrich Freiherr von Stackelberg (1905-1946), former German economist, who created the 
Stackelberg model of leadership 
21 Edward H. Chamberlin (1899-1967) former American economist, who analysed the monopolistic 
competition establishing a general approach if the balance conditions applicable to any 
intermediary situation between monopoly and free competition. 
22 Stanley L. Brue, quoted book, p.344-347 
23 Alfred Marshall (1842- 1924) former British economist, representative of neoclassicism. 
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definition of the concepts “pure competition” and “perfect competition”. 
Thus, if the first concept refers to the existence of a large number of 
producers in the analyzed market, the second assumes supplementary 
condition of free entry into the market.  

 
21. An alternative to perfect competition was “workable 

competition”, a concept belonging to J. M. Clark, which tries to reflect 
in an objective manner the real situation in the economy. Thus the 
competition policies must aim to create a workable, practical 
competition, operating in a normal competition environment, which will 
stimulate the initiative of economic operators. 

 
22. Although there is no consensus on the mater, the criteria that 

define workable competition are as follows 24: 
- entry barriers into the market must be low enough to allow the 

entry of new companies drawn by the existence of above normal profits 
- the number of companies in the market must be high enough to 

allow scale economy and to ensure an independent behaviour of these 
companies 

- the consumers are well informed and their choices are rational 
- the promoting costs must not be excessive and advertising must 

have an informative character 
- the enterprises are defined by efficiency in production and 

innovation 
- the situations involving over and under-capacity of economic 

activities are avoided. 
 
23. This type of competition is defined by some authors as 

“practicable competition” or “efficient competition”, defined by the 
existence of three distinctive factors25: 

- The first factor refers to the necessity for the market to be 
open, economic operators enjoying free access into the market, without 
any artificial obstacles regarding market entry. Efficient competition 
will only tolerate oligopoly and oligopson. 

- A second factor refers to the necessity for the economic 
operators to have the freedom of action within the market. Thus each 
enterprise that competes must be able to autonomously establish its own 
policies relative to other competitors and to its customers. 
                                                 
24 Magazine Profil: Concurenţa, year I, no.1, July-September 1998, p.22-23 
25 Octavian Căpăţână, quoted book, p.343-344 
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- The last factor regards the need that users and consumers 
should benefit of a satisfying degree of freedom in choosing the desired 
merchandise and supplier. 

 
24. This type of competition is considered to express the mere 

conditions established in the European Economic Community by the 
Treaty of Rome in 1957, and the term “workable competition” is being 
presently used in both economic and juridical fields when depicting the 
existing market conditions inside the European Union. 

  
25. From a marketing point of view, competition must be 

understood considering the double role, that of buyer and seller, that 
economic operators play in the market. They are competing on one hand 
over the suppliers and service providers and on the other hand over their 
clients. That is why a definition that better describes the concept of 
competition refers to “the whole of interaction relationships in which 
economic operators engage in their struggle to ensure supply sources 
and deployment markets forms the relationship system of competition” 
26. Thus economic operators will use a large variety of marketing 
instruments and means in order to establish their price, product, 
distribution and promotion policies, all of which will determine a 
certain type of competing behaviour. In a market economy a competing 
behaviour is accepted as being beneficial for the society when it obeys 
the rules of fair-play stated within that particular market. 

 
26. Competition is an efficient mean to eliminate excessive profits 

made by some economic operators, to allocate resources to some uses that 
are necessary to society, to determine companies to produce quality goods 
at low costs and in quantities desired by the consumers, to stimulate 
technological innovation. That is why competition must be seen as a 
dynamic process with beneficial effect on the economy as a whole. 

 
27. Hence the clear advantages of competition: 
- balanced revenue distribution, which leads to profit 

maximization for competitive economic operators; 
- efficient use of resources; 
- providing a large variety of  high quality products and services; 
- promoting technical innovation, which contributes to cost 

reduction in the long term. 
 

                                                 
26 V. Balaure (coordonator), V. Adăscăliţei, Şt. Boboc, I. Cătoiu, V. Olteanu, N. Al. Pop, N. 
Teodorescu, Marketing, II-nd. Edition, publisher Editura Uranus, Bucharest, 2002, p.108 
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28. The double role, of buyer and seller, which competing 
enterprises play in their environment, places competition between them 
on two levels. On one hand they are competing over suppliers, service 
providers and workforce availability, and on the other hand they are 
competing over clients, each of them striving to obtain the best 
conditions in providing resources and in placing its own product on the 
market. An enterprise will compete with some of the economic 
operators only as a buyer, with some only as a seller, and with some in 
both instances. The competition system is made of the overall 
interaction relations between economic operators, struggling to secure 
their supply sources and markets. 

 
29. The competition has different degrees of intensity, according 

to the relation between offer and demand and the balance between them, 
on one hand, the relation of forces between operators on the market, on 
the other hand. This explains the fact that, often, the competition to 
secure supply sources is less visible or maybe even non-existent. 

 
30. The so-called competition exists however between economic 

operators in their quality of suppliers (producers, sellers). It takes the 
form of a struggle to secure their markets, the competitors trying to 
make the clients buy their products. In order to fulfil this objective, each 
competitor tries to satisfy the needs of the clients, in a superior manner, 
as compared to the other suppliers. This manner is secured by means to 
distinguish and individualise the actions of the company related to the 
needs expressed by the buyers. 

 
31. For a marketing specialist, it is important to have a good 

knowledge about the competition environment, with everything that it 
involves, fair or less fair actions. The lack of knowledge about 
competition and of information concerning the profile and activities of 
the competitors, as well as the lack of a clear image over the 
competition arena may damage the good evolution of the market 
economy mechanisms. Therefore, studying competition should be the 
starting point within the activity of each economic operator and, most of 
all, an important factor when formulating competitive marketing 
objectives and strategies. 

As John Stuart Mill27 said: “competition represents, for the 
world of industry, what the sun represents for the world of physics”. 

 
                                                 
27 John Stuart Mill (1806-1873) former British philosopher, one of the most influential liberal 
thinkers of the XIX-th Century, who contributed to the development of utilitarism.  
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32. Competition is a factor of dynamism for progress and 
efficiency, which contributes to the economic balance and the welfare 
of the society. Within the market economy, competition is free, each 
economic operator has free initiative, acting for his own interests and 
the place where all these happen is the market. Therefore competition is 
linked to demand and offer, to the process of exchange, to the existing 
transactions on the market. Competition means that economic operators 
may freely penetrate the local, regional, national even the global market, 
without constrains due to entry barriers. Barriers might concern: the 
capital enforced by the Law, large scale economies, patents and licences, 
scarceness of raw materials and distributors, image constrains etc. On a 
free market, competition acts tightly linked to the price, as each economic 
operator will try to maximise profit by minimising the price and to 
increase of the quality of the manufactured products. 

 
33. Without considering that the problem of defining the concept 

of competition is exhausted, one may notice, no matter in which field 
social, economic or legal, that we tried to point out, as correctly as 
possible, the relations between people, companies, organisations, even 
countries, relations that involve important resources and abilities with a 
view to secure competitive advantages. Within the economic literature, 
it is unanimously accepted that without competition the market 
economy would not exist, as it represents its “engine”, the most 
important “regulatory force” of the market economy. 

  
 

III. Functions and role of the competition 
 
34. The competition is necessary, as it becomes an essential 

condition of the efficient assignation of resources attracted within the 
market mechanism, but also because it motivates the entire activity of 
the economic operators. Concerning the functions that may be assigned 
to competition, one must specify that these result from the definitions 
given to competition along time, in the economic literature. 

 
35. A first function of competition, as mentioned in the specific 

literature, refers to the stimulation of the activities of economic 
operators concerning growth, diversification and improvement of the 
quality of their offered goods. The existing competition within the 
market generates an increased exigency of the customers regarding the 
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consumer goods, as they are better informed about the existing 
consumption alternatives. The offer must be permanently adapted to the 
customers’ requests. Strictly from economic point of view, competition 
will eliminate those economic operators that do not manage to satisfy 
the request for consumption. From the marketing viewpoint, things are 
much more complex, as, due to competition, the economic operators 
will try more than just satisfy the existing needs of the consumers. 
Many situations will lead the economic operators to stimulate latent 
needs or even to create new ones, in the struggle to gain an important 
market share by offering competitive products or services. Thus, the 
statement that ”marketing means offering value and raising the life 
standard” (P.Kotler), becomes extremely relevant in a period that 
registers an economic and social development in most of the countries 
of the European Union. 

The harsh competition within the market economy lead to a 
series of important improvements of the consumer goods, situating the 
economic operators that made them on a top position on the relevant 
market.  

 
36. The social and demographic changes confronting the society 

of the last years, the management of free time, the increase of the life 
standard in the capitalist countries, as well as the transition towards the 
market economy in the South-Eastern European countries imposed the 
adaptation of the offer of products and services to the changes occurred. 
The political and economic transformations related to the recent 
developments in the European Union emphasise competition more and 
more within the European economic space. 

 
37. Competition stimulates technical and economic progress, 

inventions and innovations, offering the economic operators the 
motivation to create competitive products and, at the same time, to 
produce at a lower cost. This function of stimulating technical and 
economic progress represents the best way to gain advantageous 
positions on the market. If the new product, that includes the last 
techniques and technologies, will be accepted by consumers, the 
company will be able to develop and gain a competitive position. This 
way, competition will stimulate the economic operators to distinguish 
themselves from other competitors by creating a competitive advantage 
linked to technological innovation, thus allowing them to gain a better 
position within the aimed market share. 
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Due to this fact, competition will contribute to the elimination of 
the weak competitors, who do not manage to adapt to the market requests 
or do not manage to keep pace with the most recent developments. Even in 
a field that seems to be common, as the market of detergents, discovering 
an ingredient that has a decisive contribution to whitening laundry and 
“washing them profoundly”, “allows” a competitor that cannot keep this 
fabrication secret to retire from this market. 

 
38. Another important function of competition refers to the 

reasonable assignment of resources used in the economic activity, as 
well as the rational assignment of the earned profits proportionally with 
the actual effort of the economic operators within the process of 
producing and distributing goods. As a consequence, competition on a 
certain market blocks monopoly profit of economic operators, which is 
a beneficial element for the society. 

 
39. Competition regulates offer and demand in any field of the 

economic activity, which constitutes a function of maximum importance 
for a free market economy. When the demand is larger than the offer, 
the economic operator will try to specialise within a certain field that 
will allow him to make better use of his resources and abilities in order 
to offer products or services adapted to the needs and claims of the 
consumers. When the offer is larger than the demand, the economic 
operator will try to distinguish himself from his competitors by the 
offered products and services. 

 
40. By favouring the rationalisation of costs, competition 

contributes to reducing sales prices which constitutes perhaps its most 
evident function. A small price attracts, as a rule, a larger demand which 
leads to a larger volume of sales and, finally, to maximising profits. 

 
41. Competition stimulates the creativity of economic operators, 

having a direct effect over their psychology. They will be permanently 
preoccupied to better satisfy the consumption needs and to maximise 
profit, elements that may be found in the simplified definition of 
marketing. Together with creativity, other individual competencies of 
economic operators will be stimulated, which demonstrates the 
beneficial effect of economic competition. 

42. All these above named functions point out the role of 
competition within the market economy, namely its beneficial influence 
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over the efficiency and balance of the market. Competition must 
generate competitiveness, meaning the capacity of an economic 
operator to compete with other competitors within a certain market. 
However, many times, competitiveness leads, maybe as a paradox, to 
new cooperation relations (as alliances, cartels, integrations) which have 
as a purpose to strengthen advantageous competitive positions within a 
certain field of activity. 

 
 

IV. Typology of competition 
 
43. In order to further present the forms of competition, it would 

be necessary to distinguish between the concept of competition at the 
level of an industry and competition from the market viewpoint, as it 
was described by Philip Kotler28.  Thus, competition at the level of 
industry analyses the activity of companies that offer the same product 
or class of interchangeable products, while competition from the market 
viewpoint analyses the activity of enterprises that satisfy the same need 
of the consumers. 

 
44. Worth mentioning, within the economic theory of 

competition, are a series of factors that determine the typology of 
competition29. The most important among these are: 

- number and economic power of the economic operators that 
are parts of the transactions within the market; 

- the degree of difference between the goods that satisfy a 
certain human need; 

- facilities and restrictions when entering a market; 
- the degree of transparency of the market; 
- the relation between offer and demand of goods; 
- the political domestic and international context. 
 
45. Starting from the traditional forms described in the classical 

literature, a first classification indicates two main types: perfect 
competition and imperfect competition. The last has a series of 
characteristic forms: monopoly, oligopoly, monopolistic competition, 
oligopson and monopson.  
                                                 
28 Ph. Kotler, Managementul Marketingului(Management of Marketing), publisher: Editura Teora, 
Bucharest, 1997, p.299 
29 Tatiana Moşteanu, Concurenţa. Abordări teoretice şi practice (Competition. Theoretical and 
Practical Approach), publisher: Editura Economică, Bucharest, 2000, p.36-37 
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46. The notion of perfect or pure competition was largely 
approached in the special economic literature by numerous authors, who 
explained the necessary conditions for its existence. 

In the vision of the renowned economist Gilbert Abraham-Frois, 
one must distinguish between the meaning of “purity” and “perfection” 
of competition30. Thus, competition is pure when three conditions are 
met: 

- atomicity, which supposes the existence of a sufficiently large 
number of economic operators (sellers and buyers) of small dimension 
as compared to the market, none of them being able to significantly 
influence the market; 

- homogeneity of the product, which supposes that there are 
equivalent products on the market, which are identical, thus there is no 
differentiation and nor publicity; 

- free entry and exit on the market, which supposes that there are 
no legal or institutional barriers that limit the entry of new competitors 
within a field of activity, branch or industry. The efficiency of the 
producers will be exclusively determined by means of the market 
economy. 

The perfect competition occurs when the following two 
conditions are simultaneously met: 

- perfect transparency of the market, which supposes that 
decisions of the economic operators are made under the condition of a 
perfect information, concerning the nature, quality and the price of 
products; 

- perfect mobility of the production factors; this condition 
supposes that production factors (work and capital) are “distributed” 
where they will be better used. 

As a consequence, competition is pure and perfect only when all 
the five conditions are simultaneously met. If one of these conditions is 
not met, the competition is impure or imperfect. The market with a pure 
or perfect competition exists only in theory, as in practice it is almost 
impossible to meet at the same time all the five conditions above 
mentioned. Therefore, the real situation existing within any market 
economy is that of an imperfect competition with a variety of forms. 

 
 

                                                 
30 Gilbert Abraham-Frois, Economia Politică  (Political Economy), publisher: Editura Humanitas, 
Bucharest, 1994, p.216 
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47. The imperfect competition best reflects the economic 
reality, being the variant actually met in practice under the following 
forms: monopolistic competition, oligopoly, monopoly, oligopson, 
monopson. 

 
48. The monopoly is characterised by the existence of a sole 

producer of a homogenous product that confronts an infinity of buyers 
on the market. The product manufactured by a company that holds the 
monopoly has no other substitute on that market, situation that is not 
often found in reality, being just a hypothesis, as in the case of the 
perfect competition. A monopoly can be held by a single company, or 
by more companies that act as a whole, situation that often occurs on an 
oligopolistic market. In certain situations, a monopoly may be 
temporarily held when the company develops its innovation activity, 
thus gaining a competitive advantage. But as soon as similar or 
interchangeable products of the competitors appear, this monopoly 
position is lost. Pure monopoly, as well as perfect competition do not 
exist in reality. 

 
49. In practice, we may find the situation of a natural monopoly. 

The concept refers to the possibility that a single company may serve a 
certain market with lower prices than any other companies. The natural 
monopoly appears due to the specific technological properties of a 
certain field of activity. Once its position consolidated on the market, 
the company may create itself advantages over possible competitors, so 
that it eliminates all the restrictions linked to its price increase. 
Therefore, the regulation of prices in case of a natural monopoly 
becomes a necessity and the direct intervention of the state is justified. 
As a rule, natural monopolies are met in key sectors of the economic 
infrastructure, such as: electric power, transports, natural gas, 
communications etc. 

 
50. Monopolistic competition is one of the most widely spread 

forms of imperfect competition, as it combines the attributes of 
monopoly, such as market power, with the attributes of perfect 
competition, such as inexistence of over-profits. The market with a 
monopolistic competition is characterised by the differentiation of 
products and the existence of a large number of relatively small sellers. 
Another essential characteristic is the free entry and exit into / out of the 
market, as well as the fact that each company, present on the market, 
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confronts with a curve of decreasing demand as compared to the price. 
An important argument in favor of this type of competition is 
diversification and free entry and exit on the market. At the same time, 
differentiation of products allows companies to establish prices over 
those of the competition, without loosing their consumers, as they 
perceive the offered competitive advantage and are willing to pay a 
higher price. 

 
51. The oligopoly is featured by the existence of a small number 

of companies, producing similar or differentiated goods, with the 
possibility of establishing agreements concerning the prices. When the 
companies in question produce the same item, we have the situation of a 
pure oligopoly. The differentiated oligopoly means that there are some 
companies offering partly differentiated products (for ex. cars). In this 
case, differentiation is made by means of quality, range of products or 
associated services. The oligopolistic market may be featured by the 
interdependence of the existing companies’ actions and the uncertainty 
of the competitor companies’ reactions. In the situation of a pure 
oligopoly companies usually compete by means of prices, which are 
rigid and result from an agreement between producers. This is not the 
situation of the differentiated oligopoly when companies compete by 
means of performances offered to consumers, which are exactly those 
features of the product that create the competitive advantage. 

 
52. From the marketing point of view other two important forms 

are worth mentioning: direct and indirect competition. Direct 
competition occurs between companies offering identical or similar 
goods, addressed to the same category of consumer needs. Indirect 
competition refers to companies creating different products designed to 
satisfy the same needs or different needs. 

 
53. In order to better emphasise the typology of competition on 

the market, Philip Kotler31 distinguishes the existence of four levels of 
competition based upon the degree of substitution of the products, all of 
them found within the structure of the above mentioned two types of 
competition: 

- Competition between trade marks refers to companies offering 
similar products or services, at similar prices, to the same category of 
consumers. This is a direct competition from the producer viewpoint. 
                                                 
31 Ph. Kotler, quoted book, p.299 
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- Competition at the level of an industry occurs between 
companies offering the same products or range of products, which is 
also a form of direct competition from the producer viewpoint. 

- Formal competition occurs between companies that offer 
products designed to satisfy the same need. 

- Generic competition occurs between companies addressing to 
the same incomes of the consumers and this is a form of indirect 
competition. 

 
54. From the point of view of the commercial law, competition 

has two forms: 
- fair competition, considered to be lawful, as it occurs within a legal 

framework, based upon the improvement of the activity of commercial 
operators; 

- unfair competition, considered to be unlawful, as it does not 
respect the regulations concerning competition, with the sole aim to 
gain by all means the market, even if it harms the activity of the 
competitors. 

 
55. All these forms of competition as well as the specific cases, 

as presented, are widely treated within the economic speciality 
literature, as important study elements for the economists. Competition 
releases, or more correctly should release the will of each economic 
operator to surpass himself, to search for new opportunities in order to 
fulfil his objectives. 

 
56. Even if competition may seem an eliminating factor for an 

economic operator acting on a certain market, it represents the only way 
towards the progress of the society, the only mean to better satisfy the 
consumer needs and, why not recognise, the only chance to participate 
to the worldwide economic circuit because, as Michael. E Porter stated: 
“competition is the decisive factor, essential for the success or failure of 
companies. Competition determines the opportunity of those activities of 
a company that may contribute to its performance, such as innovation, a 
unitary culture or a judicious implementation”.  
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The requirements that an enterprise has to face because of the 

market, of the clients and of the concurrence are more and more 
significant and change faster and faster. 

If an enterprise aims to be successful in the future, it has to react 
to these continually changing requirements. 

Consequently, the organizational structure does not need to be 
re-projected (re-elaborated) just in order to satisfy some regulatory and 
efficiency functions oriented towards the inside, on the contrary it has to 
make sure that it takes into consideration the environmental 
requirements and that it is able to satisfy these requirements through 
adequate outputs 

For a market-oriented enterprise (able to resist in the battle for 
competitiveness), the client’s problems are its own problems and 
consequently it must be properly organized for them. 

The structuring of a client-oriented enterprise represents a 
fundamental demand of a modern organizational structure. 

Many of today’s enterprises had dificulties in the 
implementation of their strategies because they tried to continue to 
maintain their actual organizational structure. On this occasion it was 
noticed that the new requirements could not be met using traditional 
organizational concepts. 

Based on different organizational measures, some basic concepts 
can be adopted, thanks to which modern enterprises can react and 
successfully meet the requirements of the external environment. 

In our opinion, these basic concepts can take the form of 
innovative organizational models that can be: 

-process-oriented; 
-employees-oriented; 
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-task-oriented. 
The most important innovative process-oriented organizational 

concepts are: 
• lean management;  
• total quality management; 
• orientation towards clients. 
We consider that these organizational concepts are interwoven 

and complete one another. Consequently, the reduction of the number 
of hierarchic levels according to the concept of lean management can 
often be related to the need to get closer to the clients and the other way 
round. 

 
• Lean management  
The most serious criticism expressed against Romanian 

enterprises (from a structural viewpoint) refers to their bureaucratic 
closeness, as they represent heavy, complicated and anti-progressive 
structures, the management of these enterprises being concerned rather 
with solving its own problems than with taking care of the clients’ 
desires (the market’s demands). 

The solution is a lean management, which actually means to 
abandon the supremacy of mass-production that reigned for so long in 
both European and American enterprises. 

According to the concept of mass production the bigger the 
quantity of a product is the lower the costs per product unit will be. 

The concept of lean management consists in combining the 
advantages of a mass production to the adaptation to the market (clients) 
requirements and the increase of work quality. 

This becomes apparent in the reduction of the number of 
hierarchical levels and in the decentralization of the commercial 
activities. 

This concept’s effects are often similar to those of the third 
industrial revolution, after the mechanization and the automation of the 
work processes: 

- preventive quality assurance is achieved by focusing the 
quality assurance measures on the assimilation of new products (and of 
new production processes) 

- each employee has to consider the requirements of the following 
employee from the work process, this being the criterion of the internal 
client. Each employee must know the criteria of the one that takes on the 
results of his work, and must make sure that they are met. 
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The concept of total quality management is often used in 
combination with the concept of Kaisen. 

Kaisen represents the preoccupation of all the employees of an 
enterprise for adopting measures of continuous improvement of the 
already attained quality standards.  

An efficient application of the concept of T.Q.M. supposes that 
the enterprise personnel should understand its responsibilities and the 
value of quality. 

For the Romanian enterprises new quality standards have been 
proposed, passing from the old standard, based on “prevention” to the 
new one, that places a special accent especially on “activity 
improvement”. According to this new standard, the enterprise is made 
up of a series of intermediary processes that interact logically in order to 
lead to the completion of the finite products. The present organizational 
structures are not adapted well enough to implement the new system. 

At the same time, “process management” can be applied, based 
on decision-making decentralization at the level of the plant directors, 
as well as on the decentralization of the budget of each plant. In this 
way, inside the plants, and in their relations with one another there 
appear new relations based on the concept of the “internal client”, which 
requires a new vision concerning the relationship between the present 
organizational structure and its restructuring. 

The concept of the internal client requires the rethinking of 
certain structures, and of the relations between them, both at the level of 
the plants and at the level of the sections whose objective is to improve 
the intermediate products quality and competitiveness, as well as to 
satisfy the “internal client”. 

Lean management means fit management and is characterized by: 
- reduction of the number of hierarchic levels; 
- considerable reduction of the complexity of the organizational 

structures; 
- production under better quality and price conditions; 
- better adaptation to clients’ demands; 
- efficient communication and use of adequate informational 

systems; 
- orientation towards the value-creation chain and the use of 

synergies, avoiding an exaggerate fragmentation of the tasks; 
- reducing to the minimum the errors in production and 

administration; 
- a large use of the concept of “just in time” in the production 

process; 
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- avoiding parallelisms and meaningless functioning; 
- concentrating on essential problems; 
- high flexibility in using the personnel and an increased 

qualification of the personnel. 
The application of the concept of lean management leads to: 
-the development of simple, transparent organizational 

structures; 
-open, free discussions between employers and employees 

concerning the existing organizational structures and the highlighting 
of the weak and strong points; 

-the personnel can come with propositions (so it can contribute) 
to the elaboration of the new organizational structures. 

In large enterprises, the organizational structures are strongly 
formalized with clear delimitations between their sections. At the same 
time, the decisions concerning payments, contracts and orders (both for 
buying and for selling), the operative production programming, the 
hiring and firing of certain people are centralized at the level of the 
general management. Decentralization is possible at the level of the 
following functions: production, commerce, finances and accounting, by 
the transfer of certain competences from the level of the production, 
commercial and economic managers and at the level of the plant 
mangers. After 1990, the production decreased continually and the 
character of mass production is not so significant anymore, as the 
number of clients decreased a lot in 2006 compared to 1990. This led to 
important problems in production programming and resource planning, 
the consequence being the decrease of labor productivity.  

In order to eliminate these deficiencies it is necessary to re-
project the organizational structures in the domain of production 
programming and launching, as well as to change the policy concerning 
small beneficiaries. It is advisable to apply the innovative concept of 
lean management. 

 
• Total quality management (T.Q.M.) 
The concept of T.Q.M. appeared after the Second World War as 

a consequence of the cooperation between the American and the 
Japanese enterprises. 

By applying the principle of assuring the quality for the whole 
value chain, the aim is to improve the results of the enterprise under the 
conditions of a cost decrease. 

The T.Q.M. concept is related to the following principles: 
-the principle of the orientation towards the process (reflected in 

the organizational structure); 
-the principle of the internal client; 
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-the principle of the identification of each person with the tasks 
that he/she has to fulfill and that of assuming the responsibilities for 
their accomplishment and for the work result; 

-the principle of prevention – which represents the basic element 
of the measures of quality assurance. 

We consider that in order to create the general conditions of a 
T.Q.M.-oriented enterprise, some concrete measures must be adopted, 
such as: 

-the identification of each person and of the tasks he/she has to 
fulfill and the introduction of self-control; 

-the creation of problem-solving groups, quality groups, 
analysis groups and improvement of the organizational processes; 

-the orientation towards the process is ensured by appointing a 
process manager (he takes on the responsibility for solving an objective 
throughout the value chain); 

-preventive quality assurance is achieved by focusing the 
quality-assurance measures on the assimilation of new products (and 
of new productive processes); 

-each employee must take into account the requirements of the 
following employee from the work process, this being the principle of 
the internal client. Each employee must know the quality demands of 
the one who takes on his job’s results and must make sure that they are 
met. 

The concept of “total quality management” is often used 
combined with that of Kaizen. 

 
• Orientation towards clients 
The orientation towards clients means directing the enterprise’s 

way of thinking and acting towards clients and their needs. 
Taking into account this concept, we consider that the objective 

is to fulfill the clients’ demands at a higher level than the concurrence. 
The orientation towards clients represents a general responsibility of 
each employee, regardless of his/her activity domain. This, in turn, leads 
to the adaptation of the whole activity of the enterprise, of all the work 
processes and of the organizational structure to the clients’ demands. 
The application (the implementation) of this concept leads to: 

- a reduction of the number of hierarchical levels and a 
decentralization of the commercial activities; 

- an organization of the sales activities based on regions; 
- a division based on sales areas; 
- a concentration on market segments; 
- an identification and knowledge of the important clients. 
At present, in an enterprise, the relations with the clients are 



  

159 

centralized at the level of the director (sales manager) through the 
service of sales and that of export. 

The reorganization in the context of the “orientation towards 
clients” can be done in two ways: 

a) by moving the sales-related activities to the production 
departments, which leads to the disappearing of an intermediate link 
(head of the sales department, head of the export department); 

b) by creating a central deposit of enterprise products where the 
sales department should deploy its activity. 

The second variant is more feasible because: 
-all the products come to a single delivery point, and the clients do 

not need to move around more if they need products made in different 
sections; 

-weighing and payment are done in the same place; 
-the heads of section are no longer bothered by different clients 

in order to hasten the solving of certain orders; 
-it is easier to keep a correct track of the unfinished production (that 

is in the process of execution) and of the production delivered by different 
sections; 

-it is easier to satisfy less important orders. 
At the same time, a priority is that of developing internal and 

external distribution networks based on effective market studies. 
Process organization leads to an organizational structure based 

on the orientation towards processes, according to which the positions 
and departments are oriented according to the value chain specific 
demands. 

The three innovative organizational concepts oriented towards 
processes - lean management, T.Q.M. and orientation towards clients - 
have in common the fact that the organizational structure moves (is 
determined) along the processes. They no longer go through the 
traditional hierarchical steps being instead oriented towards processes. 
(fig. 1 and 2) 

 
 
 
 
 

Figure 1. The traditional organization of 
process 
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Figure 2. Organizational structure oriented towards processes 
 
The enterprise reunites different activities (grouped on 

functions) during which the employees make the products offered to the 
market. The chain of these activities represents stages by means of 
which value is created during production. 

In the organization oriented towards processes according to the 
value chain, a difference is made between main (basic) activities and 
auxiliary activities. The main activities refer to the immediate supply of 
the market. The auxiliary activities aim to assure the conditions of 
deployment for the main activities and have coordinative and supplying 
functions. 

The value chain becomes an instrument thanks to which the 
process-oriented organizational structure can be analyzed, checked 
and restructured. 

With the help of the value chain it is possible to verify into what 
kind of activity groups the enterprise can be structured. The verification 
of the traditional organizational concepts based on the value chain can 
offer significant points of assistance for the restructuring of the 
organizational structure of an enterprise in agreement with its 
environmental requirements. 
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             Summary  
Branding is, more than the spectacle that it generates, an indispensable 
instrument that marketing provides to managers in their struggle with the 
competitors. A product may be copied and overtaken by one’s competitors. A 
brand is unique and, if its capital is continuously developed and the managers 
permanently invest in the support marketing, it becomes a successful brand, an 
“eternal” brand. 
The fundamental value of a brand name in services is most frequently 
represented by the association scale. These associations decrease the risk 
perceived by the client and create value for service offers: 
• help to process or gather information; 
• support the difference and position activities; 
• offer purchase reasons; 
• create positive attitudes and feelings; 
• represent a basis for extensions.  
At present four major changes will affect the “face” of enterprises: a consumption 
change, a market change, an information technologies change and a value change. 

 
 
A consumption change 
The so called “consumption society” that reached its peak in the 

70-ies, has radically  changed. The greedy and irrational consumer has 
turned into a less impulsive and more prudent  one. The new 
technologies, especially the information ones and audio-visual ones 
“throw” on the market products that are more and more sophisticated, 
for relatively reduced prices and that  benefit from post-selling services. 
This consumption mutation has also consequences for  enterprises. The 
first one refers to the increasing of the importance of the immaterial in 
the added  value of a product. A producer who will not take into account 
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the service he will have to attach  to the product or a service provider 
who will not try the industrialization of his production, will  have to, 
at the same time, learn how to produce and sell at low prices, as closely 
as possible to the needs and expectations of their clients.  

 
A market change 
The groups of multinational firms built up in the last tens of 

years and that holds quasi- totality of the consumption brands, 
externalize their activities to the maximum. To these, the effects of 
information can be added, information that sometimes diffuses news 
confusing which  bring to mass changes in consumption. 

Under the pressure of the multinationals, small and medium 
enterprises have no alternative but innovation, in order to survive. Thus, 
these are imposed strong restrains as far as flexibility is concerned. 
Instead of a unitary organization with a serial production, small units 
will have to be organized, to take market pulse permanently, to react 
rapidly. The firm management will have to prove a high sense of 
autonomy, responsibility and creativity. 

 
An information technology and communication change. 
Information and communications are in the center of the 

technological revolution and  bring already important changes in the firm 
organization. Defined at present as triple unity- of time, place and team – 
the firm will be, in the future, freed from its space and time limits, due to 
the new technologies. The possibility of being “connected” to the 
enterprise, no matter the place, cancels the first traditional mark: place 
unity. Besides, some employees will have their own work. If labor is 
made in distinct periods of time and in distinct places, the team unity 
will disappear. 

The conclusion is that the enterprise, as it is represented and lived 
for years, is coming to an end. Distance work, freedom from time 
contracts, vanishment of visible aspects due to belonging to a team, will 
raise frontiers that separate the employee from the enterprise, from the 
independent worker, from the consultant, from the supplier etc. Under 
these circumstances the profile of the large enterprise will be difficult to 
be drawn. Its degree of immaterialness will raise as a result of an 
increased weight of added value elements: patent, marketing, 
commercial policy, communications, quality, service, post-sales services 
etc. The future will be less about what technology can do and more about 
what we want to do with technology. Will that technology be used 
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primarily to boost economic efficiency, or will it also be made to serve a 
broader set of human interests and values? But because of the lag time 
between technological change and cultural change, most people are still 
trapped in centralized mindsets that were formed to effectively align 
with organizational models of the twentieth century. 

 
A value change 
Nowadays value gets its source in intelligence and imagination. 

An individual’s knowledge is worth more than equipments and tools. 
Through knowledge, the employees hold an important part of the 
enterprise capital. 

This value mutation will have important consequences for the 
future. The capital property will be progressively dissociated from that 
of the enterprise that will have to be endowed with the distinct 
personality of the capitals society. Along with the persons’ developing 
qualities regarding autonomy and responsibility, thus having a larger part 
of the savoir-faire and of the enterprise value, it will appear the necessity 
of negotiating between these ones of the daily organization and the 
enterprise employees as well as of the strategic decisions. Who will be, 
under these conditions, the real owner of the enterprise? A redistribution 
of the playing cards as far as the enterprise property is concerned, will 
impose as a source of competitivity.  

 
1. The future of the enterprise 

 
The XXI st century will bring dramatic changes in the 

“physiognomy” of the enterprises (table nr.1) 
Characteristics XXth Century XXIst Century 

Organization  Pyramid Web or net work 
Mother enterprise Interval External 
Form Structured Supple 
Source of power Stability Change 
Structure Auto sufficiency Independence 
Resources Individualism- manual Information 
Functions Vertical connexion Dynamic connexion 
Products Mass production Mass clients 
Market National Worldwide 
Strategy Upwards-downwards Downwards- upwards 
Direction Dogmatic Inspired 
Workers Employees Employed and independ
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Perspective of work Security Personal evolution 
Motivations Competition Creation 
Ameliorations Enlargement Revolution without 

compromise 
Economic Growth Steady and predictable Erratic fluctuations 
Financial Power Source Physical resources 

and capital 
Information and 
knowledge 

Technological Change Evolutionary Revolutionary 
Markets Mass Highly segmented 
Communications Delayed, multi-staged 

controlled 
Instant, direct, and 
uncontrollable 

Innovation Important Critical 
Competitive Edge Size Speed 
Customers Compliant, loyal, and 

forgiving 
Demanding and intoleran

Work Ethic Follower ship Shared management 
Source of Authority Position Persuasion 

 
Source: Adapted from Business Week, 28.08.2000 
 
The changes described above lead to a society different from the 

one we have lived in for half a century. The fact that mutations are 
implacable, does not mean giving up the responsibility in order to build 
the chosen future. The society will be characterized by a few 
fundamental features: 

• a worldwide open society; 
• a diversity economy; 
• a qualitative economy; 
• a redefinition of work and enterprise; 
• a society of complementarity and negotiating.  
Mondialisation of the economy facilitates the consumer access 

to a multitude of products and new services, turning the continents into 
a “planetary village”. But mondialisation is ambivalent. On the one 
side, it invites us to a universality, but on the other, it provoques a 
uniformisation that leads to the loss of national identity opening the 
way to nationalistic or integrist speeches. If not well conducted, 
mondialisation brings threats. 

Mondialisation introduces us in fact, into a society of diversity. 
The signs of this evolution are already perceived in the evolution of 
consumer’s behavior or of employees. Today, each client claims the 
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possibility of buying products as close as possible to his personality. By 
sensing the rise in the unemployment rate, the employees realized that 
the enterprise should not be the unique place of their salaries and 
development. The myth of the totally committed to the enterprise 
employee is shaking even among managers and young graduates.  

We all have gains from this evolution, because, admitting 
diversity, we can imagine forms of participation to the lucrative process, 
by which people should be stimulated to express their desires regarding 
consumption, time organization, way of living. 

In an abundant and renewing economy, serial products lose their 
place gradually. Each consumer aspires to quality and to personalization 
of products. 

 
 

2. Arguments for choosing the services field 
 
The developed countries become, more and more, services 

economies where the ideas, the brands and the concepts play an essential 
role. 

The two important tendencies – mondialisation and capitalization 
– determine the entrepreneurs’ concentration on the activities with the 
biggest capacity of creating value, respectively immaterial value. 

According to the new report of World Bank concerning the 
global economical perspectives, named “The Management of the Next 
Globalization Wave” published in 2006 at the middle of December, the 
trade with services will support the growth of global trade in the next 25 
years.  This report estimate that until 2030 the global trade will be three 
times bigger and will totalize 27000 milliards USD. 

The last WTO report concerning the evolution of international 
trade (in 2006) estimates that the value of world services exports arrived 
at 2415 milliards USD in 2005 (“Piata Internationala [International 
market], no. 10/March 5, 2007, p. 10). 

With only 0.2 % weight in value volume of global services 
exports/imports in 2005, Romania is continuing to have an outside 
position in the international trade with services. 

The Romanian trade with services has three principal 
components: 

• Transports that have 27% out of the total incomes from services 
export; 

• Tourism has 19% out of the total incomes from services export; 
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• “Others services” with a weight of 54% in global incomes from 
services export. 

The tourism services weight is alarmingly low (the global 
average in 28% in 2005) in comparison with the tourist potential of our 
country. 

The component “others services” which contain also the 
advanced services registered a positive evolution, a significant surplus of 
services balance in 2006, with 431 millions Euro (after 54 millions Euro 
deficit in 2005) which represent an absolute initial performance in 
Romania after 1990 (“Piata Internationala [International market], no. 
11/March 12, 2007, p. 8,9). 

The most remarkable export increases in comparison with the 
precedent year (2005) were registered in the following categories of 
services: 

• Advertising, marketing and opinion polls (67%); 
• Communications (63%); 
• Juridical services, accounting and managerial counseling 

(53%); 
• Software and hardware services (40%). 
The favorable evolutions have to be explained in correlation with 

the good performance of Romanian economy in the recent years, the 
attraction of increased flows of foreign direct investments, the 
improvement of the business climate. 

Romania is advancing in a regional market with superior quality 
demands, being compelled to improve its services image in order to 
satisfy the euro consumers’ needs.   

 
 

3. The brand’s capital in services 
 
We will evoke firstly the definition formulated by David A. 

Aaker from Berkeley University of California, acknowledged as having 
the most pertinent studies concerning the brand capital as a market 
phenomenon. 

Thus, “the brand capital is a set of assets and passives bound to a 
brand, its name and its symbol, which add something to (or subtract 
something from) the value provided by a product or a service to a firm 
and/or to the buyers of that firm” (Aaker, D., 2005, p. 20). The concept 
is summarized in figure no. 1 (Aaker, D., 2005, p. 22).  
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The figure also creates the correlations between the brand’s capital 
and the value for the service buyer and the value for the service provision 
enterprise.  

 
According to his own accounts (Aaker, D., 2006, p. 15), the 

author has four reference papers in the field of brand and brand strategy: 
• “Management Brand Equity” where he defined and structured 

the concept of brand capital (Brand equity); 
• “Building Strong Brands” where he introduced the brand 

identity concept; 
• “Brand Leadership” (written with Erich Joachimsthaler) where 

he treated the subject of brand global management; 
• “Brand Portfolio Strategy” where he provides the complete 

remaking of the brand portfolio strategy giving up the concepts used in 
the two previous books where he defined the “brand systems”, 
respectively ‘the brand architecture”. 

Although he does not mention expressly, Aaker declares for a 
unique brand strategy, in fact a main brand with prevailing role which 
offer “an umbrella”, “a roof” under which the firm products and 
services advance. 

There are invoked the brands Virgin and Citigroup. “Virgin” is 
perceived as a brand with the second position in top, synonym with 
quality, innovation, value. The group’s activities are branded with the 
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descriptors assistance who have a modest role of coordination: Virgin 
Airlines, Virgin Express, Virgin Radio, Virgin Rail etc. 

In the case of mother-brand Citigroup the values are: prestige, 
financial power, diversity and the refined style of the company. The 
brand logotype is composed by the name Citigroup written without 
capital letters and a red umbrella, which follow them. All the client 
brands: Citibank, Citi Financial, Citi Mortage, Citi Insurance and a Citi 
Cards series are associated to the mother-brand by using the same font 
and the prefix “Citi” bold and covered by the stylized red umbrella 
(Aaker, D., 2006, p. 106). 

In services the corporatist brands having a support role are 
considered strong, because they include a rich tradition, assets and 
capacities and also a local or global reference system. 

The example of cartoons film “The Lion King” protected by the 
corporatist brand Disney is the opposite of the brand Sheraton from 
hotel industry, an organization brand (with its own style and culture) 
and not a corporatist one (the corporatist brand, in this case, is 
Starwood). 

The five categories of assets that are at the basis of brand capital 
– loyalty to the brand, name recognition and brand symbol, quality 
perceived, associations as base for brand extensions, other assets of the 
brand should be evaluated and the value should be registered in the 
balance sheet (as they use to do in England for example).  

For Keller (Keller, 2003 cited in Magali, J., 2006, p. 3), a 
brand’s capital represents “the differentiation effect assured by the 
brand knowledge on the consumer response at the marketing actions of 
the brand”. The brand determines a different response of the consumer 
to the service presentation, in comparison with the response given when 
the service has not a brand. For Keller, the brand capital has two 
components (figure nr. 2): 
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The positive, unique and powerful dimensions of the 

associations as well as their coherence (allowing to be easily 
memorized) are the index for brand capital.  

Kapferer (1994) mentions the necessity of brand capital 
conceptualization around the constitution of its identity rather than the 
building of brand image. The brand management, Kapferer says, is 
often limited to image studies. The firms preoccupation is 
preponderantly bound to the verification of environment where the 
brand is perceived. 

The continuity and the facility of brand evolutions are assured 
when the identity became the central pillar of the marketing and 
communication policy. 

 
 

4. The strategic value of the loyalty to the brand in services 
 
Contrary to the material goods, the services are intangible and their 

production is generally realized with the effective participation of the 
consumer (simultaneity feature). 

The two services particularities determine the strategic value of 
the loyalty to the brand. 

Because the service is intangible, the client perceives a bigger 
risk at its purchase than when he buys a material good. 

The intangibility represents, in our opinion, an impediment to 
obtain the consumer loyalty to the brand.  
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But the simultaneity constitute an advantage because the client 
himself has a contribution to the service provision quality, his 
connection with the purchased service being most frequently 
unmediated.  A well performed service from the first time and having a 
brand has bigger chances than a good to determine the client’s loyalty 
because the client has not enough time to make comparisons and 
analysis as it is the case for a material good.  

Consequently, it depend on the art of services firm to elaborate 
the brand strategy in order to minimize the disadvantages induced by 
the intangibility and to maximize the advantages created by the 
simultaneity. 

The consumer loyalty to a service brand depends essentially on 
the service provider’s ability to preserve and “exploit” the buyers’ base. 
The buyers restraint may be quantified by a keeping rate. The researches 
established a direct connection between this rate and the profit growth. 
A decrease with 5% of the buyers departures has determined a 
significant grow of profit by 30% in the field of auto service, by 35% in 
the field of software and by more than 75% in the field of credit cards 
and banking warehouse (Aaker, D., 2005, p. 71). 

The devoted clients become opinion leaders who strengthen the 
image of firm brand which is positively reflected, by the “halo” effect, 
on the new services launched on the market. The services firm will use 
the means of direct marketing to offer to its clients the feeling of 
consideration, esteem, uniqueness and value. 

For the services firm, the loyalty is hardly obtained but relatively 
easy to preserve if the satisfaction degree is continuously evaluated or, 
even better, the degree and the reasons of a satisfaction placed under the 
expectations in order to avoid the appearance of reasons to pass to 
another firm (another brand). The management and the solution of some 
troubles signaled by the clients represent a barrier to the entrance on the 
“market” of new competitors and offer an advantage (for some time) 
until the existing competitors succeed in imitating the solutions for 
securing customer’s fidelity (costs of passing to another brand). 

The strategic value of consumer loyalty to the services brand is 
diminishing from the competitive advantage point of view if it is not 
broadly communicated. In this case, advertising could successfully 
intervene in brand maintenance offering to the firm time to react to the 
potential actions prepared by the competitors. 
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5. “Alert” indicators used in  branding 
 
As we have mentioned above, because of the complexity and 

costs implied, the brand decisions stray more and more from the 
marketing structures, becoming one of the most important levers of the 
business success management.  

The market success is associated with the “brand strength” 
which may be defined in many ways: 

• the brand knowledge degree; 
• a bigger sales value than in the case of a non branded service; 
• produces very favorable associations; 
• preserves the clients loyalty. 
The sources of the brand strength are classified in different ways 

(Aaker, 2006, p. 196; Feldwick, 1998, p. 628, Datculescu, 2006, p. 211), 
but we may generally identify four categories: 

• the brand economic performance on the reference market at a 
certain time; 

• the monetary value of the brand as a part of firm assets; 
• the customer’s brand perception; 
• the loyalty towards the brand 
In the table nr. 2 are synthesized the content of the four sources 

of brand strength: 
 

Table nr. 2 – The sources of brand strength 
 

THE 
SOURCE WAYS OF EVALUATION 

The economic 
performance 

Signify the brand strong points not held by the 
competition and is realized by: 
– the maintain of the demand in forecasted growth prices 
conditions; 
– the market share is bigger than every other competitor; 
– the brand may control a supply chain. 

The monetary 
value of the 
brand 

– premium price earned by a brand; 
– the marginal value of supplementary sales sustained by 
the name brand or the profit lost if the brand name did not 
exist. This is a static approach; 
– the replace costs necessary for a equivalent brand; 
– the market capitalization after the subtract of tangible 
and intangible assets (research-development and patents). 
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The 
customer’s 
brand 
perception 

It may be pointed out by two indicators: 
– the notoriety which may be spontaneously or assisted 
(recognition); 
– the image is appreciated as having the capacity to make 
a better evaluation of the brand strength. It is formed by 
perceptions, associations, beliefs and emotional 
dispositions which generate a unique image of the brand. 

The brand 
loyalty 

Represents the nucleus of services, the brand essence. It 
may be estimated by: 
– repetitive purchase; 
– purchase percent; 
– passing cots to another brand, perceived as a change 
risk; 
– satisfaction measurement; 
– if the people like the brand, they respect and they rely 
on it. 

 
The brand strength evaluation is realized by quality and 

quantity marketing researches, using the questionnaire based 
investigations.  The options of respondents are scaled. 

 A Brand Strength Score is obtained based on the aggregation 
of the global scores resulted after four measurements: 

• the notoriety analysis using the cognitive quota of the brand 
(The Brand’s Share of Mind), which means the percent of those who 
evoked the brand as the first mention (top of Mind Awareness); 

• the quality brand evaluation (functional attributes) calculating 
the global average of the importance and the presence of all the 
functional attributes; 

• loyalty attributes evaluation;  
• emotional attributes evaluation. 
The weight that each of the four components has in the 

determination of global score is set; then, for each one on them, the  
improvement strategies are set.   

The brand monitoring research (Brand Tracking or Brand 
Metrics) is a repetitive research which measures the degree to which the 
brand is associated by the public with the attributed considered important 
by the firm. 

The research sustains the services firm management to adopt 
measures for: 
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• the brand performance correction according to the firm 
objectives and to the competitors performances; 

• the checking of the brand  capacity to address to the firm 
target; 

• the checking of brand positioning maintaining or change by 
customer; 

• a more efficient allocation of marketing resources; 
• the degree to which the communication mix deserves the 

brand. 
These measures monitor the brand but also the competitors’ 

actions. Brand tracking research is made by standard measurements 
and by measurements adapted to the brand strategies.  

The standard measurements use a fixed number of brand 
dimensions, no matter the service nature or the brand strategies chosen: 
the notoriety, the relevance, the perceived advantage, the preference, the 
purchase intention etc., upon the theoretical model for respective brand 
conceptualization.   

The measurements adapted to the brand strategies evaluate 
the indicators which reflect the brand objectives of the firm (Datculescu, 
P., 2006, p. 243 – table nr. 3): 

 
Table nr. 3 – Indicators for measurement in researches adapted to the brand strategies 

 
THE BRAND 

OBJECTIVES OF THE  
FIRM 

MEASUREMENT INDICATORS  

• customer fidelity 
reinforcement  

– brand relevance; 
– loyalty; 
– brand capacity to determine the 
repetitive usage; 
– brand uniqueness; 
– brand satisfaction. 

• Brand penetration in 
geographical areas and new 
customers segments 

– notoriety; 
– brand specific understanding; 
– relevance; 
– preference; 
– uniqueness; 
– brand trust; 
– the benefits credibility degree; 
– the brand presence in the accepted 
frame by the customers. 
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The choice of the most suitable indicators is a fine decision based on 
the firm information (Keller, 2003, p. 407-408).  

  
 

6. Rethinking the managerial process 
  
Within the context of mondialisation and of the profound 

changes that have taken place in the past ten years, management, 
although structured on the same fundamental coordinates, must face 
new challenges.  

The growing of the role and importance of human resources in the 
enterprise, determines the necessity of a new approach of management that 
should harmonize the three types of project: personal, of group and of 
enterprise: 

• The enterprise project resides in the intentions, objectives, 
principles, values of employees, in what it is desired to be accomplished 
in common; 

• The group project resides in the mission that a group has to 
accomplish within the enterprise. 

• The personal project represents what a person wants to do with 
her life under all aspects; 

Rethinking the managerial process means: 
• setting up a new organization of labor meant to answer better 

the personal projects; 
• leading the change starting from the necessity of personal 

development; 
• rethinking the implications of the work contract on employees. 
 
Taking into consideration the personal project is, in fact, a more 

coherent and equitable answer to the necessity of a rapid adaptation of 
the enterprise to the needs of the market. In this way employees’ 
autonomy and responsibility will develop and this ensures the capacity 
of initiative for the benefit of the enterprise. 

Its objective is the passage from the Taylor’s concept “a man- a 
task”, to that of a “group responsible for a mission”. If  in the first case, 
man has to reach excellency in fulfilling a specific task, in the second 
one it is the group that organizes itself to accomplish a global mission. 
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Conclusions 
 
1. The services firm which decide to function under a brand which 

succeed in maintaining itself on the market dispose of a capital – as 
component of its assets – which provides value both to it and to the 
customers. 

2. The customers’ loyalty is the nucleus in services branding. 
The loyalty is built more difficultly than in the case of material goods 
because this implies the customers’ effective participation at the 
delivery act. 

3. In services, the corporative brands with coordinator role are 
predominant. 

4. The next decays challenges are imposing the administration of 
the firm brand activities. 

5. The usage of “alert” indicators in brand monitoring researches 
allows some practical interpretations: 

- If the notoriety and recognition values go down, the service 
firm management will focus on communication, especially on Public 
Relations; 

- If the firm is in process of positioning or repositioning, the 
performance and the image indicators will depict the degree that the 
associations are in the desired direction; 

- If on the market is a strong competition, the uniqueness 
indicator shows to the management the stage of differentiation strategies 
impact; 

- If the relevance or brand extension scores are those which are 
expected, the management may decide new markets penetration or new 
customers segments coverage; 

- If the brand is known and it is in the customer field of choice, 
but it is not bought, it is very likely to be a problem with the sales force 
or with the opinion leaders. 

 6. It is necessary to change the system and to build a large 
virtual circle to conjugate, at the same time the enterprise competitivity 
and the social performance. This process goes, compulsively, through 
conjugated actions of diversifying forms of activity. In the new social 
building, people will be able to reach a balance between the time 
devoted to work and the personal time. In order that this passage may be 
successful it is necessary a reevaluation of all activity forms, through 
allowing precise competencies and through ensuring them with a real 
social protection. 
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 7. Because if managers ensure the flexibility necessary to the 
enterprise survival without realizing the evolution of management, it 
will appear, on a short term, a strong incoherence between a work 
organization that maintains the employee in a situation of subordination, 
and, on the other hand, qualities of autonomy and responsibility will be 
required from him. This major paradox will put a stop to the enterprise 
competitivity, turning, like a boomerang, against the management. 
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