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Address by European Commissioner for Competition Neelie Kroes 

to the Irish Institute of European Affairs
Dublin, 17 July 2009
CHECK AGAINST DELIVERY
If my job today is to speak about our challenges in competition law – you should know I could speak for hours!  

But it would be nicer for you if I just touched upon the crisis first, and then for a few minutes on our enforcement.  
Part 1
Banks – restructurings and sustainability  

We are still far away from a proper recovery, and the most crucial step – cleaning up the banks – is yet to be taken. 

European Governments are potentially spending 16.5% of GDP on bank bail-outs.
 The European Single Market is undoubtedly affected by this – it is a market distortion.  Because of this we have to work very hard to re-level the playing field. 

Some countries are in a more difficult situation than Ireland, but everyone is having a tough time. With commitments running for years, and several trillion Euros now propping up Europe's banks, the numbers don't lie.

To state the obvious: that support can't last forever.  It's not healthy for anyone: 

Not the aided banks;

Not the banks surviving on their own;

And certainly not ordinary people you pay for it as taxpayers or customers. 

Aid is not a substitute for a sustainable business model.  
Of course, temporary rescue measures were needed for short-term stability.  To that end since the autumn of 2008, the Commission has overseen recapitalisation of many banks, an effort which removed the immediate danger of systemic failure.  We also laid the groundwork for a broadly common pricing model for the remuneration of state support. Throughout these efforts our aim has been to ensure that that Member States aid measures would not distort the Single Market. 
But we must be honest and accept that deeper change is needed to secure long-term viability and confidence. The road to the viability of the banking sector goes through restoration of the viability of individual banks. This is why the most problematic banks are put to more far-reaching restructuring requirements. The scrutiny and stress testing of their business models together with the implementation of an adequate restructuring plan should ensure their return to long-term viability, while avoiding competition distortions.
Each bank is in a different situation and these cannot be pre-judged. However, both general regulations and restructurings of individual banks must be implemented in a way that reduces systemic risk.

Obviously, those sorts of changes don't happen by magic – they need the involvement of the European Commission and other European bodies. And I am grateful that we have such a good working relationship with the Irish Government – because national governments are essential partners in these changes too.

For my part I am now working to ensure there is robust competition in the new banking market structure.  We can't let competition drain away through neglect or special favours.  

Of course there are some people who find my questions and judgments inconvenient.  But to entertain the idea that we don’t need a market referee, or the single market: that is crazy.  That would be like telling a rugby fan that the Six Nations matches will go ahead without a referee, or that instead of Six Nations, it will now be a One Nation tournament! 

Please, let's use common sense here.

It's now time to move into the second stage of our tried and tested state aid rules. In other words: restructuring must follow the rescue aid that was given to around 30 banks in 2008 and early 2009. 

We added real value in helping to save banks from collapse, now we have to add real value getting them back to long-term viability. 

For example, we have recently agreed on major restructuring at several German banks.  This was not easy for anyone. But it worked because all parties co-operated and because these banks realised that by taking medicine now, they would return to a better state of health in the long-term. 

There is no reason to think that success will not be matched elsewhere in Europe if we achieve similar co-operation. 

For me, the win-win results I am looking for are where: 

the banks are viable without state support 

the taxpayers, my shareholders, escape a huge bill 

Non-aided banks are not punished because of aid given 

the bank has a business model that reduces systemic risk

Wider regulatory reform 

On wider regulatory reform, all competition authorities have a strong and common interest. Mistakes in regulation haunt us – we are often stuck dealing with problems the regulators don't see or can't fix.  

The financial turmoil was not stopped by borders, and our regulation must take this into account. The objective in Europe has to be a cross-border regulatory and supervisory system appropriate for the Single Market. To me it is clear that we must avoid a nationalistic perspective.
Culture change

I think we must all change our ways – from kitchen-tables to the boardroom. We were addicted to double-digit returns and rarely asked how it was possible.  So, I don’t believe bankers have a monopoly on failure or greed - we’re all responsible. We have to address this by asking ourselves the hard questions and avoiding the easy answers. 

Ireland and Europe need each other. 

We must also see that this crisis is bigger than each of us. That means it will be even worse for our grandchildren if we don't work together to pull out of it.  

European solutions will be a great help in achieving this. European solutions are the pragmatic middle road between national solutions – which are not enough – and global solutions, which are not often possible. 

In proposing pragmatic European solutions, I hope for pragmatic engagement in return.

I have seen some of it from the dozens of bank CEOs I have met, but for many of them the penny is yet to drop. They have not yet adjusted to the idea that the world does not owe them a living. 

I hope that their self-interest will wake them up – because the truth is that no money exists for a second bail-out. 

Banks conclusion

As with the general Irish debate about Europe, I hope that that pragmatic engagement beats complacency. The banks need to work with us in the coming months. 

Part 2

Competition policy: recovery and enforcement 

Turning now to the wider application of competition policy through the crisis … if any of you have followed my speeches of this year, you will know how determined I am to continue with our usual enforcement.

We would do no favours to the economy by going soft on enforcement.  If anything, anti-competitive activities – such as cartels - hurt consumers and the economy MORE in the bad times.

So you will see us continuing to look deeply at key sectors such as Pharma, energy, transport and technology. You will also see us continuing to take stock and update our policy and guidance too.  

It was continuous state aid reform that ensured the system was ready to handle the hardest parts of the financial crisis; it would have been much harder to tackle the crisis with outdated tools. 
I am passionate about this because when we do our job – consumers save billions of Euros a year. And now with the bank rescues – we are also saving billions of taxpayers' money by targeting and limiting the aid. In other words: our enforcement keeps economic actors on their toes. And that's where they need to be to stay competitive. Robust competition is an excellent reminder that real economic progress comes from hard work and innovation.

We also have an important impact in our advocacy.  This is the carrot rather than the stick.  We use our seat at the wider Commission table to embed competition principles across a range of policies – from building a new energy economy, to telecoms to stopping protectionism.  We also work to lead many debates global networks so that Europe's vision of the level playing field takes shape. 
Conclusion

If I have to summarise our approach to the crisis so far, I would do it like this:

1) We are being flexible on procedures, but firm on principles

2) We are determined to give certainty to business and protection to consumers and taxpayers
3) That means that our enforcement will continue as usual, and our next job is completing bank restructurings – so the banks are no longer a systemic risk to our economy. 
I look forward to your questions.
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