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Excellencies,

Distinguished Experts,

Ladies and Gentlemen,

It is a great pleasure to participate in this important conference on cooperation in the area of competition policy among the BRIC countries. I am impressed with the large number of competition authorities from all over the world that have come to this BRIC Conference. This is a testament to the growing importance of competition law and policy in promoting trade and development. Your initiative to hold this conference is a response to the globalization of the economy and its implications for the prospects for development, particularly for the BRIC countries and other developing countries and economies in transition. Thanks to the dismantling of trade barriers and to multilateral and bilateral free trade agreements, cross border trade in goods and services has expanded over the last two decades. Alongside this development, implementation of competition law and cooperation between national competition authorities has also grown rapidly. This cooperation must be developed further.

Freer trade, on the other hand, does not prevent private business enterprises from reducing competitive pressure by means of unlawful agreements and other anti-competitive practices. Cartels and restrictions on competition are no longer confined to domestic markets. They have become global. For this reason they must be pursued across borders and breaches must be sanctioned; however competition authorities can play this role efficiently and effectively only if they adopt a common language, pursue the same goals, have comparable instruments and can work effectively together. Differing legal systems will continue to exist and will not stand in the way of a successful cooperation. I am pleased to see that the BRIC countries are promoting this cooperation within existing international fora, like UNCTAD, OECD, ICN and a forum like this one.

As you may agree, this conference is taking place at a very difficult time. Although we are all aware of the global economic downturn and its consequences, especially on developing countries, I would like to recall once again the economic circumstances many economies have been undergoing and the implications for developing countries. Since late 2008, the crisis which started in the financial markets is showing its consequences in the real economy. A lot of sectors have found themselves in financial difficulties. Many developed economies have responded to the economic crisis by granting stimulus packages to selected sectors, which have implications for competition in both national and global markets. 

Such policy response has become a norm by developed countries in their efforts to cope with negative effects of the economic downturn. We should take note that the stimulus packages or subsidies offered to selected firms are simply another way of offering protectionism. Although such measures provide short term relief both economically and socially, we should not lose sight of the fact that in the long-term discriminatory subsidies will distort competition in national and global markets.

First of all, specific subsidies may distort the recipient firms' incentive to operate more efficiently and become cost-competitive. Secondly, discriminatory subsidies may lead to the elimination of fair competition on the basis of the quality of goods and services, productivity and efficiency and hence trigger the exit of those efficient firms from the market. 

It is probable as a result of discriminatory subsidies that markets become highly concentrated and therefore less open to entry by even more efficient firms. Protectionism exposes markets to anti-competitive practices, especially of dominant firms. 

This is a time when economies should give emphasis on policies supporting an open economy. Openness brings about more contestable and competitive markets which may lead to technological advances and more innovation. We need competition in these markets in order to improve economic performance. We also need to restore trust in the markets to steady economic nerves. It has become more apparent than before that we need to maintain stronger legal and regulatory framework, which promotes greater economic activity and prevents similar crisis in the future.

We also know from past experiences that economic crises provoke protectionist trade policies. However, we believe that global solutions do not lie in protectionism, which eventually lead to retaliation. This will diminish trade opportunities and hence further worsen the effects of the crisis. Moreover, we are yet to see the effects of these protectionist measures on the economies of developing countries, which we envisage to suffer even more from such measures being undertaken by the developed countries. We are at a time when all economies should continue to follow policies supporting an open global trading system which will benefit them and alleviate the negative impacts of the crisis.

This meeting provides us with a forum at which we can review in detail the existing instruments which govern formulation and enforcement of competition law and policy. It provides us with an opportunity to debate the issues which are of direct concern to competition authorities, and it fosters the exchange of views and experiences between our agencies.

Competition policy now constitutes a central element in the economic reform programmes of almost all countries. The change of regime in many developing countries and economies in transition in the early 1990s has required the disengagement of the State from the production and distribution processes and the establishment of the legal and institutional frameworks appropriate to the functioning of a market economy. For example the Russian and Chinese Governments have taken significant steps to demonopolize highly concentrated economies, to expand the role of the private sector in economic activity and to ensure competition on the market.

These efforts contribute substantially to the positive changes in economic life in these countries. The appropriate regulatory authorities have been created in all the BRIC countries and for a number of years have been pursuing control over restrictive business practices and unfair competition. Special attention is paid to the development of enforcement practices: the number of cases investigated by competition authorities is growing every year, and in most cases the antimonopoly investigations result in the elimination of restrictive business practices. Nevertheless, the lack of resources and in some countries also the lack of powers, means that the antimonopoly authorities are powerless to prevent especially complicated kinds of anticompetitive practices, in particular cartels, which continue to account for an unjustifiably low proportion of all cases investigated. 

The competition legislation adopted in BRIC countries is based on universal principles of competition regulation used around the world. In drafting or amending their competition laws, BRIC countries took into consideration the recommendations of UNCTAD, OECD and other economic organizations, as well as the provisions of the competition laws in EU, USA, Japan and other developed countries. Competition policy in BRIC countries is concerned not only with private practices but also with regulatory restraints that restrict competition. The competition laws contain special provisions prohibiting actions by government agencies which lead to restriction of competition. Moreover, the competition authorities advocate measures to prevent the distortion of competition in implementing other government policies, thus ensuring the general pro-competitive character of economic regulation. In many BRIC countries competition authorities are involved in designing and conducting policy in related areas, above all in trade and investment.

This makes it possible to avoid unjustified protective measures and to promote imports and foreign investment. The activities undertaken by competition authorities in this respect help to raise the competitiveness of domestic goods on world markets and thus to promote economic welfare in BRIC countries.

The benefits of competition may be assessed on the basis of data relating to the effects of collusion or concentration and, conversely, the effects of anti-competitive practices or of deregulation upon productivity, prices, profit margins, the persistence of profits, the flexibility or adjustment speed of prices or profits, incentives for technological innovation, consumer and producer welfare, economic growth and competitiveness in international trade. Some of the effects of competition are not easily measurable, since there are shortages of data and much of the evidence is inconclusive, ambiguous or over-aggregated. There are also sometimes trade-offs to some extent between competition, static efficiency and dynamic efficiency. At the same time the data available still broadly confirm the benefits of competition. There is also a shortage of data as to the effects of anti-competitive practices and competition advocacy efforts.  But there is still evidence that the application of competition law has had an impact, both in individual cases and by having a deterrent effect, helping to create a climate favourable for competition. To maintain such a climate, however, continuing efforts have to be made to enhance the effectiveness of enforcement. Also, deregulation has been more effective when backed up by an effective competition law.

The evidence available is mainly about the experiences of developed countries, but it still indicates that there would be substantial benefits to be obtained from strengthening the application of competition law and policy principles in the BRIC countries, developing and least developed countries in terms of greater production, locative and dynamic efficiency, welfare and growth. Moreover, since the benefits of competition have been estimated mainly for countries which already have relatively open economies and competition policies, it is likely that other countries including the BRIC countries might have relatively more to gain from adopting and enforcing competition policies; by the same token, however, they might have relatively more adjustment losses.

The content and application of competition law and policy, and its relationship with industrial and trade policies, have varied among different countries at different times, as countries have sought with mixed success to promote the technological capacity and international competitiveness of their industries, compensate for the effects of market failures or ease structural adjustment. Infant industry policies have been successful in some instances, but there have also been many failures. In the long run, full competition has been essential for the competitiveness of firms and industries. In recent years, there has been substantial convergence in the competition policies followed by different countries, including the BRIC countries, although there remain substantial differences among them. The current economic crisis has further complicated the tasks of competition authorities.

There are still many regulatory restrictions on competition in developing countries and the BRIC countries; moreover, private restraints have sometimes replaced, or may replace, governmental restraints. The issue now for these countries would be to determine the optimal path to follow in order to continue competition-promoting reforms. Appropriate policies to follow in this area might be worked out on a case-by-case basis in the light of the evolving circumstances of individual countries, taking into account the experiences of other countries and the market imperfections prevalent in developing countries and countries in transition, as well as their general business environment. But it would be useful to establish some clear parameters relating to the objectives of competition laws and policies (particularly the relative weights to be assigned to efficiency, consumer welfare and other objectives), and the decision-making procedures to be followed. Competition authorities could make a key contribution in the formulation and implementation of economic policies by (a) expressing their views relating to policies or measures that restrict competition, and advising on how legitimate economic goals might be attained through less competition restricting measures; and (b) combining effective enforcement against anti-competitive practices with an economically realistic approach to cooperation and concentration and a dynamic assessment of markets. In the context of  the BRIC and developing countries, flexibility in applying competition law and policy may be particularly necessary in order not to impede efficiency, growth or development goals (as provided for in the UN Set of Principles and Rules), and coherence would need to be ensured between competition policy and other policies aimed at promoting development.

To make the competition rules more predictable, special guidelines have been adopted by BRIC competition authorities in different areas of competition regulation. However, the development of transparency in competition policy and the promotion of competition advocacy in these countries depend to a great extent on the financial resources provided for implementing this policy and on their respective competition culture.

Difficulties have been experienced with the availability or collection of information for the enforcement of competition law purposes in developing countries and countries in transition, including the BRIC. Competition authorities would therefore need adequate powers and procedures relating to information collection and exchange, in collaboration as appropriate with other governmental authorities and (in cases with international aspects) with competition authorities overseas. Moreover, given the shortages of data relating to the effects of application of competition law and policy by competition authorities, it might also be useful to strengthen information exchange among competition authorities regarding experiences in this respect. This might promote convergence among the BRIC competition policies and support national and international efforts to promote competition, efficiency and consumer welfare.

BRIC countries are actively involved in international cooperation in the competition area. Representatives of their competition authorities participate in many activities conducted by UNCTAD, OECD and the ICN. At the same time, given the accelerating integration processes among the BRIC, a special programme for cooperation in the area of competition policy would be very useful. Such a programme would contribute to the creation of a competitive environment in the BRIC countries and promote their integration into the world economy.

In the light of the above, possible action by the BRIC could include:

(a) Strengthened emphasis on the protection and promotion of competition as a key goal of economic policies of the BRIC and developing countries, least developed countries and countries in transition, while leaving room for its flexible application to take into account the specific characteristics of individual countries;

(b) Further efforts by competition authorities to gather data relating to the effects of competition law enforcement and competition advocacy;

(c) Consultations within UNCTAD on powers and procedures of competition authorities relating to 
voluntary consultations on specific competition cases as provided for in Section F  of the UN Set of Principles and Rules;

(d) Continuing information exchanges among the BRIC countries on:

 (i) Sources and procedures utilized by competition authorities to gather and organize information, on both an episodic and a systematic basis, including in dealing with cases having international aspects;

(ii) In the light of the economic analysis applied in specific cases, the modalities of intervention utilized by competition authorities (enforcement and/or advocacy), the

procedures followed, and any difficulties experienced;

(iii) Effects of the intervention upon consumer welfare. 

In the past UNCTAD has cooperated with all BRIC countries and provided technical assistance to China in the finalisation of its anti-monopoly law, with Russia and the CIS countries, with Brazil through trilateral cooperation in support of Portuguese speaking countries and with India since the establishment of UNCTAD. I would like to assure you of UNCTAD’s continued commitment and support in your endeavours.

I wish you fruitful deliberations.

Thank you very much
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