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a new form of public fiscal policy system and an exist and entrance mechanism for the

member countries and reconstructing the international bailout mechanism.

The Dilemma Met by and Reform of the Stability and Growth Pact in the
Context of the Crisis

ZHOU Nianli

The sovereign debt crisis has posed serious challenges to the fiscal rules of the Euro—
pean Monetary Union. In response to the crisis the EU is undertaking reforms of its
fiscal governance mainly involving tightening fiscal disciplines to promote the forma—
tion of the SGP III  setting the minimum standards for the budget framework of the
member states constructing a macroeconomic surveillance mechanism and establis—
hing a permanent crisis management framework. However the EU has been heavily
criticized for launching its new fiscal management framework with the deepest con—
cerns on the pessimistic future of the EU” s “common rule — based” model of fiscal
governance and the need to incorporate the elements of “institutional building” and

” into that framework. In view of this context this

its members  “self — discipline”
paper suggests more attention be paid to the three measures introduced by this round
of reform that is the incorporation of the “debt brake mechanism” into member
states  “hard law” creation of the “Euro Bonds” to implement appropriately cen—
tralized management of the public debt and establishment of a single fiscal institu—

tion at the EU level.

The Innovative Functions of Industrial Clusters within National Innovation
System

SHI Shiwei

An industrial cluster is a network of knowledge exchanging and sharing between the
intersectoral firms and supporting institutions located in a given region. The intercon—
nection between and combination of those heterogeneous and complementary enterpri—
ses centering around the same value chain becomes the main sources for innovation.
Based on this assumption this paper examines the case of the industrial clusters in
Germany and analyses the interrelationships between the industrial clusters and na—
tional or regional innovation systems. A special emphasis is put on the roles of the
cluster policies of both the federal and state governments as facilitators and framework

setters as well as on their effects on amending system failures.

An Analysis of European - American Alliance in Out - of - Area Opera—
tions

WEI Guangaqi
As one of the strategies recently formulated and implemented during the NATO’ s



transformation process  “out — of — area operations” reflect one of the fundamental
changes of European-American alliance from a traditional into a compound alliance

possessing a range of complicated features. Bargains over threat elimination security
guarantee and protection of interests between the European and American allies run
through the overall process of the out — of — area operations while disputes about glo—
balization or regionalization of these operations are always among the focal points that
affect the alliance cohesion. When such an alliance regime is unable to achieve the
stated objectives some of the allies turn to building coalitions of the willing which
not only weakens the alliance but deepens the divergences among the member

states.

95 What Constitutes State Aid? ——Application of Imputability Test and Mar-
ket Investor Test in EU Case Law
ZHOU Mu
EU law forbids state aid “granted by a Member State or through State resources in any
form whatsoever which distorts or threatens to distort competition by favouring certain
undertakings or the production of certain goods”. When faced with the reality that the
Member States often grant aid through their control of public undertakings European
competition authorities are tasked with the finding of: 1. “Imputability” which im-
plies that the public undertaking’ s behavior is traced back to the Member State gov—
ernment; and 2. that the aid in question cannot be explained by normal market inves—
tor behavior hence the “Market Economy Investor Test”. The development of case
law has demonstrated that failing to apply either test will result in the Commission los—
ing its case in front of the Court of Justice or the General Court. However the in—
crease in the Commission” s burden of proof is matched by a measurable increase in
its power of investigation namely the “Transparency Directive”. This balance of
power helps ensure that on the one hand public undertakings in the EU are not prej—
udiced and do not suffer from undue penalties; on the other the Commission is not
tasked overwhelmingly in digging the ‘nitty — gritty’ of the murky relationship be—
tween the Member States and public undertakings.

107 Structural Funds and the EU’ s Market Intervention
ZHANG Jun
As a consequence of the European Single Market economic activities have gone be—
yond national borders while the national governments remain to be the main actors in
market intervention. Against this background the European Union established its own
financial instruments to facilitate market intervention at the European level as well as

to influence policy — making and institutional — building at the national level. These



