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Foreword

Even if services of general interest are more and more object of discourse, notably following
recent EC initiatives (among which article 16 added in the Amsterdam Treaty and the
Communication of services of general interest in Europe), relatively few analytical studies
concerning them are published.

CEEP (European Centre of Entreprises with Publiti¢h@ation and of Entreprises of
General Economic Interest) and CIRIEC (InternatioB&ntre of Research and
Information on the Public and Cooperative Econorthgrefore joined forces to
prepare a Seminar - scheduled in May 2001 in Blsissen recent issues encountered
in the procurement and the provision of servicegarieral economic interest. The
present work - also available in French and Germgathers the preparatory reports
for this Seminar, realised by some forty expertsmirthe CEEP and CIRIEC
networks. The findings assembled hereafter refteet collective opinion of the
working groups members under the joint respongjbdi the co-presidents and the
members of the Coordination Committee.

Exchange of views were intense and fruitful, ansués are still open. Several
schools of thoughts and trends do co-exist ands#rainar will offer the opportunity

to present and discuss those works, while debatbaut proposals to improve the
conditions to provide services of general econdnigrest.

This important work would not have been realisedhout the support of the
European Commission - which is not liable for tleatent of this document -, nor of
the secretariats and various instances of CEEP GRIEC that strove for the
completion of this project. That all members of oordination Committee and of
the four working groups be thanked for their actoentribution to the dialogue
between practitioners and scholars, between jusistiseconomists, between interests
of operators and users/citizens; it is precisebt ihterdisciplinarity that constitutes
the richness of this work. The rapporteurs offthe working groups as well as the
European Broadcasting Union have to be particuladknowledged, since they
accepted the difficult task to synthesize the otitems and intense debates occurred
during the 15 months of the project. Finally aagrimnank to Barbara Sak and Anne-
Marie Tatin who co-ordinated the scientific workdaiw Carmela De Cicco and Eliane
Evrard-Grce who checked the translations - withhiibk of several members of the
working groups in particular for the German editiprand ensured the final proof-
reading as well as the lay-out of the publication fold in your hands.

Helmut COX Jacques FOURNIER Marc GIRARDOT
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Origins and objectives of the project

In 1995, CEEP, with the scientific participation ©®RIEC, put forward proposals to
ensure that services of general economic interestdabe taken into account more:

- Amendment of the Treaty, notably the current AetiBb-2, to take better account
of the special features of these services

- Proposal concerning a Charter of general econonterast services containing
the definitions and guiding principles that could bsed as a reference in the
various sectors concerned

- Establishment of an observatory of general econamterest services to conduct
analyses and comparisons over time, space and éetsextors, thus providing
decision-makers with better bases for their fuaggon.

The various proposals by the players concernedolechat has become Article 16 of
the Treaty, which confirms the shared value for the Europ&aion of services of
general economic interest, but without laying dowaneral principles which
characterise and differentiate "publics" servigesi other services.

Hence the idea, developed in conjunction with CIRIEof making some
improvements five years later, by drawing on theagrvariety of actions and
experiences in the various Member States and aocprid the sectors, notably
because of the increase of the at least parteldilsation of these services.

In order to compare the various efforts made iatreh to services of general interest
and to draw lessons for the future, it was considehat the most pertinent method
would be to organise, together with representativeshe authorities and of the
various sectors of activity, a scientific seminaséd on preparatory work comprising
an initial comparative analysis and recommendatiogh a view to remaining
within budgetary limits and acceptable deadling® tcope of the project was
deliberately limited to three domains in which #pecial nature of services of general
economic interest is most evident, and which ase #ie domains of most importance
for the future, namely regulation, financing andfpenance evaluation methods. In
order to perhaps focus on other issues regarddxtiag particularly interesting, an
open topic was added concerning the collectionoofgoractices.

! Article 16: "Without prejudice to Articles 73, 86 and 87, ariden the place occupied by services of general
economic interest in the shared values of the Urisrwell as their role in promoting social and feorial
cohesion, the Community and the Member States, waibhn their respective powers and within the ssab
application of this Treaty, shall take care thatBiservices operate on the basis of principles emditions
which enable them to fulfil their missions".
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When analysing regulation procedures, the projatt facus in particular on the
Community legislative framework, the scope of regoh, the need to take account
of the special features of the networks, the v&atfon of public missions on the basis
on operational criteria, and the various modelofganisation and regulation mindful
of the principle of subsidiarity.

The examination of the financing of services ofgraheconomic interest will provide
an opportunity to compare the advantages and disdages of the various methods
of financing possible depending on the sector.

The chapter on performance assessment is aimednapacing the methods and

evaluation criteria and not the results obtaindae Tain objective is to assess the
suitability of the measurement criteria with regéwsdhe objectives to be achieved, to
guestion the relevance of universal service olibgat and to identify the conditions

ensuring efficient evaluation.

Lastly, the analysis of good practices should perime identification of several
elements that can be transferred to other sectats @her undertakings, by
highlightingthe conditions for achieving this.
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Introduction and EC framework

The preparatory work for the seminar to be heltMay 2001 led in the four working

groups of the CIRIEC-CEEP project aims at studytimg possible applications and
consequences of the new Article 16 of the EC Treatythe procurement and
provision of services of general economic interelstore precisely, the four groups
looked into the regulation of these services, tfi@@ncing, the assessment of their
performance and possible good practices to be mmgahéed in each Member State.

Article 16 "recognises the fundamental charactehefvalues underpinning [services
of general economic interest] and the need forGbenmunity to take into account
their function in devising and implementing all p®licies, placing it among the
Principles of the Treaty", as stated in the upda@ummunication from the

Commission on Services of General Interest in EefropThe latter are thus a "key
element in the European model of society" and Agtils "now confirms their place

among the shared values of the Union and theiringlgomoting social and territorial

cohesioA. These services also contribute to the overathpmtitiveness of the

European economy and are provided in the contegbofinuously evolving markets

and technologies."

Without constituting a right for citizens to claifor services of general economic
interest of a certain standard at European levdicld 16 puts on institutions and
Member States the positive obligation to promoteegal interest, and the ne?ative
obligation to abstain from any type of behaviowattinay endanger general interest

The work presented hereafter is basing on the Eampegislation and terminology,
more precisely on the latter recently synthesipetthé updated Communication.

As defined by the European Commission, a servicgeokral interest (SGI) "covers
market and non-market services that the publicailibs class as being of general
interest and subject to specific public servicagatlons”. The concept of a service of
general economic interest (SGEI) "is used in Aeti@b of the EU Treaty and refers to
market services which the Member States subjectspecific public service
obligations by virtue of a general interest critefi Of course, according to the
subsidiarity principle, Member States keep the doge to define and structure the
missions of general interest.

! COMMUNICATION FROM THE COMMISSION - Services of geral interest in Europe, COM(2000) 580
final, September 20, 2000.

Unless otherwise precised, the citations under ajioots marks in this section are all referring hist
Communication.

2"The existence of a network of services of genémédrest is an essential element of social cohesio
conversely, the disappearance of such servicestédliag sign of the desertification of a rural arer the
degradation of a town."

3cf. PUTTNER Ginter, "Die Aufwertung der Daseinsange in Europa"Zeitschrift fiir 6ffentliche und
gemeinwirtschaftliche WirtschaBand 23, Heft 3, 2000, pp. 373-376.
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"At the heart of Community policy on services ohgeal interest lies the interest of
citizens. ... As users of these services, Europ#imens have come to expect high
guality services at affordable prices. It is thgsng and their requirements that are the
main focus of public action in this domain. The Gouamity protects the objectives of
general interest and the mission of serving thdiptb

“In order to fulfil their mission, it is necessdyr the relevant public authorities to act
in full transparency, by stipulating with some psean the needs of users for which
services of general interest are being establisived, is in charge of setting up and
enforcing the relevant obligations and how thedegations are going to be fulfilled.
Action at appropriate level, Community, nation&gional or local level needs to be
taken to establish criteria for services of genemérest. Such action must be
mutually supportive and coherent."

"Services of general economic interest are diffefeom ordinary services in that
public authorities consider that they need to lmvipled even where the market may
not have sufficient incentives to do so. [...], ifetipublic authorities consider that
certain services are in the general interest ankehdorces may not result in a
satisfactory provision, they can lay down a numiespecific service provisions to
meet these needs in the form of service of gematetest obligations. The fulfilment
of these obligations may trigger, albeit not neagbs the granting of special or
exclusive rights, or the provision for specific flimg mechanisms. The definition of a
specific mission of general interest and the atendervice required to fulfil that
mission need not imply any specific method of sgr\provision. The classical case is
the universal service obligatigni.e., the obligation to provide a certain service
throughout the territory at affordable tariffs amesh similar quality conditions,
irrespective of the profitability of individual opaions."

When giving "perspectives on how, building uponidet 16, the Community in
partnership with local, regional and national auties can develop a proactive policy
at European level to ensure that all the citizeh&urope have access to the best
services", the Communication also envisages togthen European co-ordination
and solidarity. The following is stated in thisspect: "In order to facilitate the
evaluation of services of general economic intefestCommission could envisage an
examination of the results achieved overall in Member States in the operation of
these services and the effectiveness of the regulaframeworks. Such an
examination should take into particular account itteractions between different
infrastructure networks, and the objectives of betonomic efficiency, consumer
protection and economic, social and territorialeson."

Within the above mentioned framework, it is thus grocurement and the provision
of services of general economic interest — and arsal service obligations when
relevant - that are going to be investigated irs thvork, without neglecting the
processes to assess their performances as welb@d jgractices that could be

* The notion of universal service and that of pubkevice obligation have been acknowledged by #se taw
of the Court (Case C-320/9%orbeau[1993]; Case C-393/92Imelo [1994]) and developed in Community
legislation for those services, for which a commegulatory framework has been put in place to achi
single European market.

This concerns noticeably the telecommunicationtosec
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implemented in various sectors and Member Statespgdeared that the four treated
themes are closely correlated and the evoked isdodargely interpenetrate each
other. This state of things should clearly comeinuhe debates of the discussion
seminar. While presenting the situation of différeectors in various Member States
— without aspiring exhaustiveness —, the groups sdsight to place their analysis in a
dynamic perspective that can take account of theit@ble evolutions as much in the
definition of general interest missions as in thganisational and provision processes
of the services under consideration.

Hereafter are the summaries of the four main reprtwhich a separate report on
public broadcasting is added in part Ill. Thistgalar case was integrated in the
Treaties since the Protocol No. 32 (Amsterdam, 1997deed, the general interest or
public service character of this sector primaribncerns programme content and not
the networks allowing broadcasting; moreover ratttean economic, its general
interest objectives are of political, democraticyjtaral and social nature. Only
universal coverage of the service brings broadogstioser to the other traditional
public utilities, as water (supply and waste-watdreatment), energy,
telecommunications and postal services, transpoaiking services or waste
(treatment and disposal). These are used as eaamplthe four reports dealing
respectively with regulation, financing, evaluatiand good practices of services of
general economic interest.

The preparatory work realised by CEEP and CIRIE@eets will be submitted to
discussion during a seminar scheduled in BrusseldMay 10-11, 2001. Several
guestions do indeed remain open (see part 1V) aflicba subject of exchanges and
debates at that occasion.






Regulation

Preamble

It will be recalled that with the introduction oftikcle 16, representing a synthesis of
two opposite views advanced by different MembeteStat the Intergovernmental

Conference, Services of General Economic Intei®&H]) are now recognised as a
principle of the European Union, even if they a defined. Article 16 puts on

institutions and Member States the positive obiggato promote the general interest,
and the negative obligation to abstain from anyetypf behaviour that may

compromise the general interest.

The purpose of Group | was to examine itegulation of public service obligations
(PSO) (aswell as universal service (US) in some specific sectors) through European
legislation (sectoral directives), and the extemtvthich these directives have been
implemented by individual Member States. The siraof regulatory systems, their
control mechanisms, and certain specific charasters (e.g. access prices, quality,
security) were analysed. The ultimate aim was tmstine respective weak and strong
points of different regulatory models and their antages and drawbacks, and to
consider the possibility of transposing them toeotituations.

Introduction

After several months of research, it is striking note how liberalisation and
privatisation (and thus regulation) differ stronghpm sector to sector and from
country to country. We think that these differencaa be mainly explained by past
history, different political choices, different tewlogical situations and different
market failures (the characteristics of infrastmuetneeded to supply the service can
explain the variations in the extent to which cotitfwe can be introduced into a
sector). Thus, we think that there is no single eha@d regulation that can be judged a
priori as the best suited for all situations. Ibsld be noted however that, even in
sectors where competition is quite strong, regotaind/or price control have often
been maintained at least for the present. The needke care of public service
obligations prevents total neglect by the Stateeréhs strong resistance on the part of
incumbents to the introduction of full competitiorit is thus important to look into
the sectoral realities and practices.

Regulation in the European scenario

Among the main regulation features, it seems wdntleasto point out the following
two:

* A two-tier regulation
The general juridical framework derives from twausms: on the one hand the
Treaties and the European Directives (which attleasprinciple should be
transposed into norms by each of the Member Stades) the pronouncements of
the Court of Justice; on the other, the laws aatutts of Member States, which,
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provided they do not contradict the Directives, banvery different from country
to country.

» Conflicts of interest between the competition pglec (introduced by European
Directives) and general interest obligations
This potential conflict should be settled througtnaale-off. This must bear in mind
the principle of subsidiarity, reflected in juditipronouncements and practice
indicating that defining public service objectiiesa matter for Member States. It
still depends however on a political decision, whieeds to take account of the
requirement of proportionality — i.e. in this cdBat any departure from the general
principle of competition should be clearly justdiby the benefits.

Main aspects to consider for SGEI regulation

In practice, the control exercised on SGEI is atc@me of legislation, governance
and social control. Thus all the constraints implose anyone operating in the sector
have to be considered, i.e. the laws and statpesifee of that sector: general rules
that have to be observed in any case; the decisodnspecific and/or general
regulatory authorities; and, finally, relevant jcidi decisions.

While traditionally the problem was to control thehaviour of a public or of a
private monopoly to avoid the abuse of monopoligtiever to raise prices (regulation
of conduct), the aim of regulation now is usuatybiild a market framework where
competition can survive (structural regulation),jetlhis a much more complex task.

Models ofconduct regulationtend in practice to regulate the management chate
the individual enterprises concerned, instead ohdogeneral and applying to an
undifferentiated set of suppliers. Their degresmécificity and detail increases with
the complexity of the individual activities to begulated.

Structural regulation tries in practice to define a minimal set of gahawules,
chosen because they are thought to be essentidiulloand efficient access to
networks or markets, allowing different competitds seek to supply effective
services in line with users’ demand. It is not &sjion of regulating behaviours and
choices, but of avoiding all discrimination amongpgliers, who should have equal
rights to operate and to access infrastructurestwhinction as common carriers for
public services supply in Europe.

Sectoral regulation

Each utility displays different kinds of market Itaes, and regulation of public
utilities must therefore be considered case by.caEbke choice between different
ways of bringing about competition depends on theracteristics of the sector: it can
be introduced by way of tendering, by controllitg tevel of prices and preventing
discriminatory treatment in the use of network,ilyoducing substitute services, or
by creating competition between networks.

Assessment of SGEI regulation

With the introduction of liberalisation, an enlaggmarket was expected that should
probably bring additional advantages. However, l&gn appeared even more
necessary in order to create and control the dvieaamhework. The aim of normative
output of the EU policy maker was to give prioritythe interoperability of national
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networks (especially to problems of interconnecama technical harmonisation) and
to separating network management and trading, thé) rgoal being to extend
opportunities of non-discriminatory access to nalanetworks. Of course, changing
technologies modify the picture and make it possitd exploit the potential of
alternative networks or of larger cross-border meks. This allows to spread the
supply risk and maybe to reduce total capacity,levhiiminating some rigidities of
the former fixed and high cost infrastructure.

Concerning the various models of regulation andirsgmat a fairly simple
classification, the group has considered threedifit models:

* The first can be identified by the presence ofratependent sector regulator with
rather extensive decisional powers consisting igeaeral supervision of the
regulated sector: this usually means the powerixotariffs (for non eligible
consumers) according to some general rules setdgldtor or eventually by the
executive power; the possibility to act and givdess ex ante and control ex post
operating units to prevent unwanted behaviour. Sthength of the sector regulator
varies in the single models depending on the paVethe competent minister.
This model is frequently characterised by the preseof a plurality of operating
units often of private nature.

* In the second model, the regulator has less powesdme cases, a national
regulator is completely absent as for instance énn@ny in the electric sector).
Tariffs are not fixed by regulators but by contsacometimes regulators have an
ex post control on tariffs to avoid the exercisemanopolistic power. This type of
regulation is frequently adopted when a pluralitguabjects was already present in
the market, before the regulatory process stariéd. vertically integrated
monopoly was present, and the role of local autiesriwas very important.
Ownership is now public, private or mixed. In argse, what is involved is the
local or regional public ownership only.

* A third model is characterised by the presence dhidy public and fairly
integrated industry and where regulation has begi necently controlled by the
executive, namely the Minister; the recent chartgese brought some degree of
autonomy to the regulator.

Although there is no unique solution, there hasbed¢endency to create regulators
(e.g. Scandinavian, Spanish, Belgian Authoritiés)what sense may they be more
effective than competition authorities, which hadaen suggested as an alternative
and in some countries (for instance, Germany) atiptGenerally speaking the
application of competition law is more appropriateere market failures are not of
first importance and where the sector is workinghwa reasonable level of
competition. But we all know that competition lanopedures are very slow, act only
ex-post and usually on a negative basis (i.e. thipit some types of conduct).
Besides, unless structured and staffed by secteciapy, some competition
authorities do not have expert personnel able tstendhe intricacies of the specific
sectors. Sectoral authorities on the other hane Isaecialised knowledge, power to
act ex-ante, flexibility of intervention. Their wiagess is that they may be more
influenced by the parties being regulated, to wiiloay have more proximity.
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Public service obligation (PSO) versus universal sace obligation (USO)

There is no official definition at the European dewf Public Service Obligation
(PSO). The fact that there is no general definitlm®s not prevent public service
obligations from being implemented in a fairly wriih way. We find that in a
specific sector the same "core" of obligationssigklished in different countries. The
terminology varies from one sector to another dad depends on the characteristics
of the sector and the European regulation framework

The main remaining issue is to evaluate the trig¢ @bUSOs with all the problems of
asymmetrical information between the incumbenttaedegulator.

The air transportation sector will be a speciaisiiation in this matter, since a public
service obligation can be imposed by a Member Staterding to the rules of the
European Regulation. In case of divergence betwbenMember State and the
Commission, the final decision is taken by the ad HPublic Service Council".

In the telecommunication sector, each Member Staty impose additional
requirement to the universal service, but it may mopose constraints on the
universal service costs and the additional sermeg not be financed by mandatory
contributions by the market players. Other finagcmethods have therefore to be
found.

It has to be recalled that a public service obiggatcannot hinder competition.
However the introduction of Article 16 in the Treatvill bring new questions
concerning the co-existence of the competition qipile of the Treaty, the sector
directives, and the fact that Member States "staddé care that such services (of
general economic interest) operate on the basjwino€iples and conditions which
enable them to fulfil their missions”. No one kroat present how the European
Court of Justice is going to interpret new Artidig.

What model of regulation?

As we can see, methods of regulation and regulati@s<hosen according to overall
complex considerations, where history plays an na@mb role. There is an interaction
between the model of regulation and two main facttre structure of the industry
before reform and political preferences.

In the present situation, it is difficult to say i is the "best" regulation model in

Europe. Models of regulation depend on the typenafket failure, on the type of

relationships between politicians and bureaucranythe quality and independence of
public administration from vested interest. BesjdRs principle of subsidiarity has to

be applied, being justified by the fact that natioregulators probably have better
knowledge of their countries’ sectors. Finally, thetual mode of regulation of

national SGEI reflects also the distributive pagithat strike a compromise among
different interests, articulated in the specificiabcontract.

Should one look to some sort of European Regulatbose role should be limited to
evident market failures at European level, concgymainly interoperability, cross-
border transactions and resolving conflicts of nes¢? This might be either a
Regulator emanating from and in some way dependerihe Commission, or an
Autonomous Agency with regulatory power, or els&kegulator whose members
should be national regulators (there is obviouspr@lem when there is no national
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regulator)? This last solution gives regulatoes dpportunity to sort out problems, to
exchange information, to create a professional comiy with its own standards, but
also a place where national and possibly divergatibnal public interests might be
represented.

Conclusions

No regulation mode can be stated as optimal, bec#ualways depends on the
sectorial and geographical situation, as well ashentechnological development of a
specific sector. According to times and sectorspesenodes of regulation (and their
variants) have proved their efficiency under spectdonditions, which are not
necessarily reproducible from one sector or coutatrgnother. Let us remind that the
better a market functions, the less conduct regumamay be necessary, but the
regulation of public service obligations remaing af the priorities of regulation. The
political input is thus still of utter importance brganise and support the action of
regulators. However, the government’s action paéshould be maintained through
the large implementation of the principle of submidy and proportionality.

National Regulation

No model of regulation can be defined as the "bestdels of regulation depend on
the type of market failure, on the type of relasbip between politicians and
bureaucracy, on the quality and independence ofigpadministration from vested
interest, on public service obligations etc. Besjdegulation is a dynamic process; it
changes over time according to the evolution ofiticleistry and to the technological
evolution that may lead to various types of monigbial behaviours and bottlenecks.
Finally, the actual mode of regulation of natiosGEI reflects the distributive
policies that strike a compromise among differereriests, articulated in a specific
social contract. At the present moment, no uniieliition should be imposed. Thus,
a large space should be left to the principle disgdiarity, being justified also by the
fact that national regulators probably have bekeowledge of their countries’
sectors. Obviously this does not mean that a cosgarof the advantages and
disadvantages of different European regulation & wery useful but such a
comparison is feasible only with in-depth analydigach different sector.

The European Scenario

Divergences among national regulations are limitedny case by the necessity to
comply with European directives and judicial demis. As it is very well known,
European directives focused initially on liberalgi SGEI sectors in Europe to
introduce competition and reap efficiency gainst BGEI are there to foster also
some general interest, which might however clagih wie practice of competition.
The recent introduction of Article 16 in the Amstam Treaty indicates that SGEI
represent a value for the EU and that competitiannot be the only object of
regulation.

Judicial pronouncement and practice indicate tlefinohg public service obligations
Is a matter for Member States; but Community labtge States to the principle of
proportionality, meaning by this that measures rtake pursue public service
obligations must not restrict intercommunity tradere than it is strictly necessary to
reach the objectives desired. On the whole, smeEifiropean regulation concerning
public service obligations regulation is rather lwe@he new Article 16 may lead to
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more specific regulation in this field both on tBaropean as well as on the national
level.

The Integrated Market and Regulation

One of the aim of the EU was and is to create tegmted market. This goal has not
yet been achieved. One way to improve the situasoto create better and more
developed transeuropean networks in the sectorstrafisport, energy and
telecommunication infrastructures as it is contextgal in the treaties.

Another possible line of action is to have somé gbregulation at the European level
from the viewpoint of an integrated market. Itserahould be limited to evident
European market failures, concerning mainly interapility, cross border
transactions and conflict of interests.

We feel that the possibility to create a regulatoogy for each sector whose members
could be the national regulators should be explorEais solution would give
regulators the opportunity to have a place whersoto out (transnational) problems
and where possibly divergent national public inde&senight be represented.

On the European level, a developed institutionamigwork is clearly missing. In
some sectors, a European regulator was refused tlrerbeginning, for example in
the telecommunications sector. In the energy sether Regulators’ Forums is an
interesting approach in terms of self-regulatie@specting the subsidiary principle.
The exact power of a Regulators’ Forum still netexdbe defined. As a platform for
regulatory issues, the composition of a EuropeamguRéor Forum should be
restricted to the national regulators. The varisiakeholders (government, incumbent
and new operators, providers of related servidesjte/users, unions etc.) should not
be part of such a Forum, even though they mightdresulted both on the national
and on the European level. Further, it should batimeed that in relation to antitrust
authorities, sectorial regulators are able to astefr and to intervene ex ante. Another
advantage is that they dispose of expert persdonéte specific sectors.

Regulation leads to more transparency and to nmdoemation about sector specific
issues. This contributes to the goal of implemenan integrated market. However,
any regulation should keep in mind the ultimatelgpeoviding better services and
choices at reduced costs, with a certain qualitelleand in a socially coherent
framework.




Financing

Introduction

The objective of group Il is to analyse tlfieancing modes of public service
obligations (universal service in some specific sectors) hysatering the European
legislation (sectoral directives), but also to laoto the reality in the Member States.
The aim is among others to show the advantageslisadvantages of each financing
mode.

In the process of gathering information about thaous modes of financing services
of general economic interest (GEI), the workingugr@&ncountered a great variety of
instruments. One reason of this variety is the derify of the GEI notion; another
reason is its dynamic aspect since a service ceresidof GEI may change in content
as the technology or the tastes of the citizengldev

Securing the financial means and mechanisms toiggafe networks and to cover
their maintenance, their security, their lastingstnce and durability, without
forgetting their extension when needed, this is @gloal public authorities should
pursue.

Public service obligation and universal service

In economics, the termpublic servicerelates to a service rendered equally to all
members of society, without connotation to its goamce. A public service
obligation (PSO) is an obligation imposed on onemmre providers of a specific
market service by a public authority to render vise of general economic interest
on that market, with specifications and under ctowl$ that are defined by the public
authority. Public service obligations can be unaed and defined by each individual
Member State according to the principle of subsitjia- the historical and cultural
background will have a great deal of influencehrs respect —, but a public service
obligation cannot hinder competition.

Similarly, auniversal servic€US) is a service rendered throughout a territatyile a
universal service obligation (USO) imposes to pideva certain service throughout
the territory at affordable tariffs and on simitarality conditions, irrespective of the
profitability of individual operations. The concegtuniversal service (encountered as
such in the postal and telecom sectors) is thugdoas the three public interest
principles of universality, equity and continuity.

Usually, a PSO cannot be sufficiently provided bhg tharket mechanism. If a public
authority considers that certain services neecetprbvided, that public authority can
provide it either directly by giving this task origsion to an own public firm, or
indirectly by outsourcing this task to other (ptevar public) firms. The fulfilment of
this PSO mission requires resources that are auaaiby specific funding

! Communication from the Commission - Services afiegal interest in Europe, DOC/00/25, September 20,
2000.
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mechanisms, by the granting of special or exclusyats or privileges, which can be
valued in terms of money, or by imposing the PSGirons by means of regulation. It
may be noticed that a PSO mission can also be &xtepluntary by private firms if
the benefits of their reputation and of their res@to social pressure outweigh the
cost of the PSO. But in cases of low profitabibtyif prices fail to cover costs, such
public services will only be provided if the enteses on which a PSO is imposed
receive adequate financial compensation.

To understand the new structure of delivering mubérvices, it is important to note
that instead of the former monopoly, we now hayaacurer of the service (i.e. the
authority organising the means to buy a servicgesferal economic interest) and a
provider of this service according to the regukatoamework.

Possible methods of financing public service oblig@ns

The financing modes of the SGEI will strongly degpaan the procurement of those
services, but the evolution of the content and atter of SGEI as well as the ongoing
technological changes will also modify the solutoand answers over time and
sector.

According to the points of view and the variousgible classifications, one can count
several financing modes.

From the_procurés point of view, five categories can be listed wthearing in mind
that users as well as non users may finance thiecmanvice obligation.

— The state budget;

— Specific financial funds;

— Additional access charges;

— Cross-subsidisation within a company;

— Market prices.

But in terms of final financing sources, the abtiggeed modes mainly correspond to

four sources:

— The general taxpayer;

— The taxpayer facing a local, sectoral or spetaficbase;

— The owners or clients of the firm providing th®®, or its competing firms in the
same market;

— The user of the service.

From the_providés point of view, one may distinguish the followingstruments:

— A public provider with a legal task (classicalityt that provides services with an
additional legal task to provide a certain PSO).

— A Public-Private Partnership, with a specific tantual allocation to the partners
of the private service provision and the PSO missioThe contractual or
governance instruments (which may be obtained tiroa bidding process,
auctions, or otherwise) are specific funding me@ran, concessions, lease
contracts, management contracts.

— Public regulation of private firms (exclusive hrtg, price-cap regulation, rate of
return regulation).
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— Competition between providers.
— Voluntary provision of a PSO by providers compegtfor social reputation or
intangible benefits.

Actual ways of financing public service obligations

It should be noticed that one has only a short eegpee — if any — in practising
financing PSO. Indeed, even if legal texts do eardd if clear dispositions are to be
found on PSO, few sectors and countries have apgiie various financing modes
mentioned here. And when applied, the experiencesiat necessarily satisfactory.
That pertains notably to the various Public-Privatetnerships (PPP) constructions.
Some projects have turned out to be successfubwatiiers had to be abandoned and
the State had to take the deficit over. The probdie®s not really lie in the financial
participation of the private sector; it is the aéfon, the assessment and allocation of
responsibilities and risks to the participants. féisfinancing, the State is a captive
participant, which has to renegotiate with the @tevpartners and eventually has to
take up the bill in the case of failure.

The most important financial instruments that allanchoice to the providers of
certain services to also provide a PSO are thevimtig four:

— Competition for the market of the service

— The "pay or play" system for the PSO-part ofdbevice

— Additional access charges to finance the cogi@PSO

— Internal cross-subsidisation between profitablgises and a PSO.

These different financing models are applied in fiie sectors under consideration
(telecommunications, electricity, passenger trarigion, water and financial
services). This illustrates the variety of appraachhat can be chosen by the
Members States in the financing of public servibégations. It expresses also the
subsidiarity principle’s exercise.

The variety of financing models (as well as thdetgrin the content of public service
obligations) is the main cause for the absence Bfirmpean directive concerning the
definition, the organisation and the financing &%, which leaves a rather large
room for subsidiarity.

Advantages and disadvantages of different ways ofinncing public service
obligations

The following criteria were used in the study t@akesate the financing modes:

1. Extent of achievement of PSO according to quantjtyality, price, continuity,
security and other criteria

Incidence on state budget

Independence from governmental and political densi

Cost of governance and implementation, degree i&aucracy

Chance of competitive tendering to reduce the retedbsidies, provided that the
standards of PSOs are clear and determined

Incidence: Who bears the cost of PSOs?

Competition neutrality versus competition distantio

No gkwbd
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Regarding the order of priority of criteria, critell (Extent of achievement of PSOs)
and 6 (Incidence) are particularly important in gwaluation of the various financing
modes; the other criteria, while also significaare more in the nature of additional
factors.

So the procurers of a PSO, the national governmamdstheir subordinate public
authorities, may call upon a wide range of fundingtruments. They increasingly
make use of financing instruments that combinegteivand public sources, the so-
called Public-Private-Partnerships, especially esitite development of the private
financing of infrastructure in the various Europeasuntries. In some sectors the
(public) financing of infrastructure is separateon the (private) exploitation of this
infrastructure. In other sectors this infrastruetaan be (privately) financed from the
revenue of the exploitation, by means of long teromtracts. Optimal long term
financing requires an allocation of risks to thgseviders who are most suited to
bear each specific risk.

Conclusions

All along the work, it appeared that no ideal fiogag system does exist and bidding
could be the most competitive system in case tiseme market. Moreover important
prerequisites for a well-functioning tender systenin the length of the terms of the
contract, the detailed definition of the servicebtorendered (and its conditions) and
the renegotiation conditions. The know-how to dthk contents of a new tender
procedure is also vital and the public authoritibg, not delivering the services
themselves anymore, loose insight in the markettipes (real costs, margins,
professional and business "secrets"). Control megplaces the fact of doing it
oneself, which implies know-how and total accesmtormation (including financial
one).

Some pretend that to better know the costs of digaervice obligation, one should
favour the bidding procedures (public tender), sirmdding competition should
reveal the real cost. Besides a precondition émngensation could be that the costs
are to be explicited correctly. However it is gudifficult for the State or the
regulator, who is not an operator anymore, to tfedefine what has to be done and
which costs can be taken into consideration, eaffgcin case of technological
change. Moreover, the cost stated in a biddinggatare is a cost promise, which is
not necessarily confirmed in reality; the failunredabankruptcy of the candidate can
not be excluded, the price and quality promiseshinimgpt be encountered, etc. Thus
the price/cost resulting from a public tender sdaakther be understood and analysed
as the entry cost into the market.

The general conclusion is that the financing of $OPis embedded in a wider
procurement context, which co-determines the sigcoéshe desired provision of a
SGEL. It is increasingly difficult for a public audrity to provide directly and solely a
SGEI in the sectors investigated. New financiakrimeents are developed, tailor-
made for specific PSO-contracts. This close refatioetween financing and
governance asks for a new approach by the pubtlwaties. The traditional public
funding was not that much oriented on allocativiecieincy, because the political lines
of control were much shorter in the past, and riocative objectives were more
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dominant. The new approach is searching for themgpttrade-off between most

efficient (non-distortive) modes of taxation ane {imformational and incentive) cost

of governance associated with these modes of taxdtiis also realised that financial

funding by means of taxation has to be supportedthi® understanding and

cooperation of users and clients, which elemepiars of the procurement process. It
is a challenge for the European Union to give dagon to these developments, to
respect the principle of subsidiarity and to makent transparent for the European
citizen.






Evaluation

The report, carried out as part of the study "Coods for the supply of services of
general economic interest in the context of thelemgntation of the new Article 16
of the Treaty of European Union", concerns perforogsassessment. Its aim is not to
undertake a comparative assessment of performanotep draw up an inventory of
national experience and good practices, establisbnramon vocabulary and share
references, in order tdefine what performance assessment could be withitihe
European Union.

Without claiming to be exhaustive, the report déms the wealth of national
experience, in particular in Belgium, Finland, FrenGermany, Great Britain, Spain
and Sweden, in four essential sectors - telecomrations, energy, water and
purification and the post - in order to generateownity deliberations and contribute
to the emergence of a common approach.

Taking complete account of the complexity of assesent

Owing to the tasks assigned to them, "services esfetpl economic interest” are
subject not solely to the common law of competitioat also taconflictual relations
between the rules of competition and their genatatest tasks.

These conflictual relations are not fixed and ®alllut develop according to the
passage of time and their area. They are partlgufsfluenced by national history,
traditions, institutions and culture. The ways #&s of general economic interest are
put into operation are closely dependent on theeies in which they function.

Assessment is only meaningful when taken in commectvith the designated
objectives and tasks which in their definition derive fronthree sources- the
consumer, the citizen and the society - and tlareee components- guarantee of the
exercise of people’s fundamental rights, social a@editorial cohesion and the
definition and conduct of public policy.

Performanceassessmenteatures alifferent function from regulation, but also is a
necessary element of the latter. Regulation hasdosupported by relevant
assessment and generate it. At the same timessasset must enable dysfunction,
differences in quality and/or type of service frame country to another to be
comprehended. We therefore place the accent onv#tyetasks inevitably evolve
along with the regulatory context.

A series of partiesare involved in services of general economic edger Their
interests are different, in some cases opposed, thackfore their relations are
influenced bylack of symmetry in information and expertise. Performance of a
service of general economic interest [@aralist concept.

The relative performance of services of generahenuc interest is based on close
relations with theterritories, on different scales -local, national and European
Assessment can relate to different and/or compliergrevels each one having its
specific aspects.
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Performance can be appraised according to varying scales in the very short
term, according to immediate satisfaction with fesvice, its quality, effectiveness
and management or in the medium, even long termeffects more spread out over
time. Services of general interest often havertb&ucturing effects in the long
term. Performance, sometimes irregular, of sesvioé general interest can be
influenced bypositive or negative external factors

Performance assessment is now provimdjspensable but alsocomplex owing to
the multiplicity of objectives pursued. The spgcifcharacteristics of aims,
organisation methods and the parties involved lead'performance” having a
definition both complex and without uniformity .

On this basis, it is possible to make a numberropgsals and recommendations in
order to promote performance assessment within the Europ@& Union as an
essential element in implementing Article 16 of fireaty. A reference schedule has
therefore been proposed for the types of assessntaria which could be generally
applied to all sectors and also recommended areptireciples and structures
necessary for putting this assessment into operatio

Proposal for a reference schedule

The proposed schedule presented on the followigg pgintended to give an overall
view of the various possible angles of approaclio assessment. It must be
elaborated in a more specific way at sectoral level according to the categories of
party involved (users, authorities, etc.). Howewshen an assessment scheme is
being studied it enables what is, and is not, tligest of performance assessment to
be properly identified.

The generic approach means that all the criteria and fields listed @inbe
standardised. The proposed schedule prowagerll coherence Each criterion has
its relevance, but their cross-reference enablesvirying dimensions inherent in
services of general economic interest to be coedecEor instance the price criterion
for the service must be related to its nature aradity.

It is noticeable that assessment criteria suchpesductivity and economic
profitability have been left aside. The latter relate to cotiweal economic
assessment and as such lie outside the scopesaépurt. Criteria of this kind do not
feature in the directives and laws and are lefth appraisal of public or private
sector shareholders and the market. On the othet, lemd over and above what is
usually understood as "benchmarking”, we have tteedover thewhole series of
objectives which could be set by public authorities, so ttied assessment of the
systems performance, including its regulation, can enaitdeeffectivenessand
efficiency to be examined.

The indicators taken from the schedule must be eoetpto the analysis filter of the
quality particular to the analysis criteria seléecte In order to be broadly and
democratically used, the performance indicators dervices of general economic
interest must themselves obey a numberqodlity criteria, such as relevance,
efficiency (cost effectiveness), reliability, comepensibility and integrity (not
conducive to unwarranted behaviour).
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Type of
performance

Proposal for a reference schedule

Field of assessment

Possible indicators in developnt

Price of service

Price, tariff and development

pistes and real prices

Universal access, soci

and territorial cohesior

BConnection and supply

Obligation to connect and supply, rate of
cuts, pre-payment rate, etc.

Social access

Social prices, particular terms for
disadvantaged users etc.

Physical access

Arrangements for the elderly and/or
disabled, etc.

Territorial access

Network’s territorial densityngee to rural
zones and zones in difficulty, etc.

Quality of product and
service suppl

Continuity/general quality of
service

Quality of network (speed of mail, water
pressure, power cuts, etc.), possible
breakdowns, etc

Safety Users’ physical safety, environmental safety,
etc.
Possible confidentiality (correspondence,
communications)

Change Research/development

Change in supply owing to technical
progress and social expectations, etc.

Relations with
individual consumers

Clarity and transparency of supp
and contracts

YAnalysis of contracts

Invoicing

Readability, error rate, etc.

Intervention

Speed and quality of intervention equest
for service (connection, repair, visits, etc.)

Reaction

Time for reply to mail, etc.

Treatment of complaints

Speed and quality of treatm

Indemnity for non-compliance
with contract/criteria

Service charter

Rate of consumer satisfaction

Survey, enquiries|ions, etc.

Positive or negative
external factors

Cohesion and territorial
development

Territorial imbalance, territories’
attractiveness, etc.

Environment protection and
sustainable development

Impact studies, compliance with possible
guotas, etc.

Employment

Direct, indirect, induced

Effects on other activities

Specific indicatord®created

Other specific national
objectives

Public policies (security of supply
diversification, long-term
planning, etc.)

Specific indicators to be created

Public safety

Specific indicators to be created
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Pluralist, specialised and autonomous assessmentdies

How to define, conduct and use performance assedsofeservices of general
economic interest? Replying to this question, iegptaking into account trepecific
characteristics of services of general economic interest, which ha$ us to
emphasissix essential features

1/ The bodies entrusted with assessment — OfficéSbservatories or ... - must be
accessible to thplurality of parties involved, in their expectations, aspirations and
interests; any hindrance to the active participatmf one of the parties will
impoverish assessment and harm its legitimacy. siNgle party must assume - de
jure or de facto — the monopoly of assessment. bdst guarantee of involving all
parties is that representatives of each party shioellong to the structure defining the
assessment guidelines and their follow-up.

2/ We have insisted on the specific nature of assessmat the same time as its
relationship with regulation. Assessment does lmte the power to arbitrate or
penalise, but the equally essential power sgeak and reveal. We therefore
recommend that the bodies entrusted with assessmséould bespecialisedin its
definition and conduct

3/ These bodies must haweargins of autonomy in their relations with the various
parties concerned. There is the risk of some @ftirties appropriating assessment if
the assessment function is entirely and solely nidget on them. This could, for
example, occur if assessment is entrusted solddpdaes in charge of regulation or to
politico-administrative bodies which define regidator, on a European scale, to the
Commission alone. Assessment must take into atcdbenplurality of sources of
information and expertise; schemes giving "recdumsest enable the way in which
assessment is conducted to be contested and geremamter-expertise. Bodies
entrusted with assessment must possess real méangeartise and investigation,
guaranteed as far as possible by law.

4/ Bearing in mind the proposals for the referendeedale, bodies entrusted with
assessment must be in charge apacific sector(possibly transport, energy, water
purification, telecommunications or the postal sm¥s) even though it would be
useful to prescribeexchangesbetween sectoral bodies. They could exchange
experience and good practices and regularly exathménteraction between sectors
(increasingly frequently the same operators aleetiound in different sectors).

5/1t is clear that the bodies entrusted with asseasrmust be appointed atch
Member Statelevel (on a scale which can be local); at the same atcommunity
level, it is necessary to devise methods for excharngespunters, comparison, co-
ordination and even harmonisation; the latter caalkb be a support for national
efforts. The European dimension is increasinglponant owing to the markets
concerned becoming less and less national; theiepaidre becoming more
transnational to the point where one can speakEafd-operators”. At the present
stage and to start the assessment process, assedopo CEEP’s 1994 report, an
Observatory could be founded. It could be attachetb the European Parliament
and thereby, in communication with national bodpsssess red&gitimacy.
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6/ Lastly, acost ratio must always be observed between the projected sshéon
assessing performanead the advantagesaccruing from the system’s effectiveness.
Consequently, some indicators could only be suldgeperiodic "searchlights".

Giving the parties capacity to act

Assessment has several objectives, but its aim $sipplyinformation as objective
as possibleabout the way a sector works. It is then up t plarties to draw the
conclusions relating to the objectives which they themselves.Assessment must
therefore, by supplying information, provide thesisafor public discussion and
contribute to forming a European public opinion, assential conditian The
discussion’s democratic character will depend drihed parties’ capacity to take
part.

The various public authorities will naturally be present. Formerly they oftendha
the monopoly on legitimately making their voicesatte They will continue to
maintain a strong presence insofar as they asshmie role of laying down the
sector’s general interest tasks and regulatibime operators as well as big industrial
customers, will also have the necessary resouoceke their place in the discussion,
as they have already done in the deliberationshendirectives and transposition
laws.

The problem arises mainly for the residentahsumer-citizens Examining the
various situations in Member States shows that #reyrarely in a position to make
their voices effectively heard when they are natvmted with astructure enabling
them to have access to the discussion in a firmsasthinable way.

The creation oftonsumer-council$, armed with their own expertise and means of
communication, could contribute to assessmentiscéffeness and enable consumer-
citizens fully to play their role by giving theiuggement on the way services of
general economic interest are organised and regllaThe appointment of
"mediators" could also contribute to the recogmnitidd consumer aspirations.

Strong political will

Putting these proposals and recommendations inkoatipn supposes the existence
of a strong political will, to overcome theeluctance andobstacles Some parties
emphasise the inherent difficulties and complegitreorder to hinder, even obstruct,
the exercise. In the case of public authorityaidls, assessment can lead to revealing
objectives which they do not always want to makglieX. Some operators can count
on users not being in possession of the accurate far making comparisons. The
parties who consider themselves to be in a favéeadsition in the division of rents
may not want true transparency; etc.

By developing grogressive dynamicfor assessment, reluctance and obstacles will
be overcome to a much greater extent than by makihes or giving orders.
Therefore we recommend, without waiting any londgieat every kind of experiment
be conducted, however partial it might be.

1t is not one of the objectives of this reportetamine the ways of representing consumers; thest ensure
their own legitimacy and democratic action.
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Article 16 of the Treaty of European Union recogsisthat services of general
economic interest are components of the Unidosnmmon values". It emphasises
their role in the promotion dsocial and territorial cohesion™. These strong words
will remain meaningless unless they are given sulegt in each one of the areas
concerned and are reflected in their effectivemes®ciety, without being used as an
alibi for forms of national protection.

Elaborating performance assessment for servicggewéral economic interest is the
key way ahead for them to go from strength to strengthuifilling their purpose,
which isto respond to the needs of consumers, citizens aadcietyand their future
development.



Good practices

There are well over 10,000 enterprises in Europgaeged in providing services of
general economic interest to customers, the gepatdic and local communities on a
daily basis. They are active over a wide rangeeot@s and at a number of different
territorial levels — local and regional, nationatgpan-European. In order to show the
efficiency, innovative approach and special caji#sl of enterprises engaged in
providing services of general economic interest,"tGood Practices" working group
has adopted an approach based on the followingitiefi of "good examples" of the
work of enterprises engaged in providing servidegemeral economic interest.

"Good examples" of the provision of services of gesral economic interest are
organisations or bodies that have created some kinebf added value for
consumers and public authorities that cannot normdy be provided (or not as
efficiently) in another form of organisation.

The working group sent a letter to enterprises gedan the provision of services of
general economic interest and their national aaioais to explain the purpose and
conduct of the study. In addition, based on thevalmtefinition the letter explained to
the enterprises what a good example is. To illtestifais, in the appendix to the letter
the working group outlined three categories of gqodctice in the form of the

following questions:

1. In what way are public utilities developing new, moe innovative or
additional services of general economic interestnd what methods are they
using to define objectives precisely and to monitatheir implementation?

2. How is the general economic interest being servedybthe internal
organisation and management practices of enterpris®@

3. How are public authorities and enterprises increasig their economic
efficiency in implementing objectives for servicesof general economic
interest?

Also, a form was attached to the letter in which #mterprises were asked to present
in a few words their main activities and their gga@ctices and to name a contact
person for further information. There was littlespense to this request, which was
sent to the National CEEP sections, most CEEPa#d enterprises and other

associations of providers of services of generahemic interest.

However, a large number of examples proposed betherprises contacted did not
fulfil the defined criteria. For example, a numleéenterprises submitted commercial
initiatives that could only be regarded as markgtampaigns aimed at increasing
competitiveness. Some examples are:

- Improved access to the services of the enterpegige,by e-mail and e-commerce
(these examples were not considered as good mactiecause in this context
only better technical possibilities for the useltd existing services were created,
while further objectives, such as territorial cabaswere not to be achieved)
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- Easier payment, again by e-mail (same reason #snén-inclusion in the good
practices as above)

- Additional services aimed at increasing customgally, such as special price
reductions for customers (in particular customeryalty programs as
conventionally practised in competitive markets)

- Marketing campaigns, including sponsorship camgmifhe submitted actions
were essentially those which are generally pradtme the market, so that they
could not be considered as good examples in thaimgaf the above definition).

A large number of enterprises submitted examples, tim effect, gave the actual
purpose of the business as an example of goodiggaddmong this group were

enterprises involved in urban development, butsb ancluded service companies in
the public banking, transport and energy sectol@seCscrutiny of these submissions
revealed that they did not meet our definition gbdd practices”, even though they
all described innovative measures that had ledniprovements in performance,
guality and cost of the services offered.

The working group was forced to conclude that dyfé&rge proportion of enterprises
engaged in the provision of services of generalnesoc interest had not
spontaneously seen any difference between theirmial practices, which they
regarded as "good", and "good" practice in the ea@isthe definition given above.
This led the working group to look for the reasbegind this phenomenon, as we had
expected this particular group of service providersiake a precise distinction.

One likely explanation is that enterprises thatvle services of general economic
interest have a different self-image than purelynowrcially-orientated enterprises,
and that in some cases this leads them to belfateheir services should a priori be
evaluated differently from those of purely commaleindertakings. This conclusion
has apparently led some enterprises to regard'th@mal” everyday service, i.e. the
purpose of their enterprise, as "good practice".

Another possible reason is that a clearly definational concept of "service public”
and services of general economic interest — asande, for example — does not exist
in all Member States. This does not mean that tleer® comparable organisational
framework in these Member States, but because #esees are sometimes defined
on a regional or municipal basis rather than bytreégovernment (and even this may
only apply to certain economic sectors), and bexanfsthe extreme diversity of
practices due to differences in traditions and behe, it is difficult to adopt a
uniform set of criteria at European level.

However, the main reason for the relatively smaimber of examples of "good
practices" received may well lie in the fact thaany companies are currently
focusing their efforts on fighting market competiti Providers of services of general
economic interest have recently come under sevezespre to adapt to market
conditions, and in some cases this may have radgtite importance of a most
extensive development of these services to the dvaokd. Competition forces
enterprises to improve the quality of their sergjadacrease efficiency and cut prices.
Competition is probably the most effective meansifging this about. However,
beating the competition should not be regardechassble objective of providers of
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services of economic interest. Rather, market ®ost®uld help them to find ways of
providing their services more efficiently and ofoproting social and territorial
cohesion in their role as providers of servicegyeheral economic interest. These
enterprises have a special function that goesdgoid simply providing services that
could, in principle, be provided by "anyone".

One of the recommended conclusions of this workjrigp is consequently: that the
Community on the one hand and Member States amupeises on the other have to
pay an increased attention, within the conditiohsnarket competition and with its

help, to invigorate the obligation imposed by Adid6, which plans to establish

principles and conditions that enable servicesenkegal economic interest to carry out
their missions in a way that promotes and increasegsl and territorial cohesion in

the Member States and in the European Union asoéewh

In addition, it should be mentioned at this poihattthe work of the "financing
services of general economic interest" and "peréorte assessment of services of
general economic interest" CEEP-CIRIEC working goun particular has already
included examination of other interesting practiokseveral providers of services of
general economic interest.

Taking the above into account, the working group balected below a number of
examples of enterprises that are setting exemtamydards of good practice in the
provision of services of general economic interest:

l. Social cohesion

Il. Territorial cohesion

[lI.  Access to services and level of service guteas

IV.  Customer care and involvement

V. Cooperation between providers of services oegalneconomic interest

VI.  New services

VII.  Environment

VIIl. Employees and conditions of employment

Conclusions

Both the Community and the Member States are comdhio the common goal of
creating principles and conditions that will enalslervices of general economic
interest to function efficiently. The enterprisessponsible for providing these
services are currently under considerable predsone market competition, and this
occasionally prevents them from developing theecs role. However, competition
should serve only as a means of helping enterptsesork more efficiently and
achieve the greatest possible benefit for custoraats society as a whole. These
enterprises have been, and continue to be, extyeeféicient service providers.
However, it is crucial that they be given the neeeg “room to manceuvre" to enable
them fulfil their task of developing services ofngeal economic interest. The
Community and its Member States must work to mhisehappen.
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The working group recommends that a permanent wgrkjroup be appointed to
monitor the development of services of general eooa interest. This working

group would collect "good practices" on serviceggeheral economic interest level
that could be used as models, and make them aladalbegular intervals to the EU
institutions, the Member States and interested neesnbf the public. This would be
another small step towards achieving the goalsrotla 16.



