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1. Introduction

Despite the large-scale privatizations in the ldsee decades (Bognetti and Obermann,
2008), governments, either at national or locaglestill own or partly-own a wide range of
organizations providing public services. For seivezasons, privatization policies have left
under the control of government a core of publitegirises. Recently, some episodes have
also been reversing the previous policy trend. ghestion arises: how should governments
define the missions, the performance criteria, tn@dgovernance mechanisms of the public

enterprises in a changing environment?

CIRIEC's International Scientific Commission on RubServices/ Public Enterprises is
launching an international research project orfuhgre of public enterprises. The ambition of
the project is to revive the subject of public eptise as an important field of analysis in the

perspective of public economics and of social st@erin general.

The project will last three years (2012-2014), ands open to the participation of the
Commission’s members, of the CIRIEC national sestioand of any independent social
scientist. It aims to contribute to a new inter@stpublic enterprises through promoting and
networking high quality independent scientific r@sdn. This text presents the context,
rationales, concepts, scope of the analysis, metbgy, policy implications, organizational

arrangements, and milestones of the project.

" CIRIEC: International Centre of Research andrmiation on the Public, Social and Cooperative Eooyne
aisbl (ttp://www.ciriec.ulg.ac.bey




2. Context

According to Christiansen (2011), who reports thguits of a wide data collection exercise,
state-owned or partly state-owned enterprises (SOE)e OECD members states employ
more than 9 million people, are worth USD 3 tritigoin terms of net assets, and mostly
concentrated in the network industries and thenfire sector. In absolute terms, countries as
diverse as the US, Japan, France, Italy, UK, Pol&ndkey, just to mention some, stand out
as the hosts of important SOEs. These include yngstblic utilities, but — following the

recent global crisis — also, for example, a magrroanufacturer in the US (General Motors),

one of the biggest banks of the world (Royal Bah&aotland), and other entities.

The OECD survey is incomplete in terms of countoyerage, and of type of firms. For
example, the very large number of municipally-ownetilities in Germany or in the

Scandinavian countries, and elsewhere, are noredv&ome information at country level is
provided by CEEP (2010), which focuses, however than different issue of mapping the
provision of services of general interest in Europleus, the exact definition and statistical

information on contemporary public enterprisesrafatively un-surveyed.

Nevertheless, it is beyond doubt that governmemt&urope and elsewhere still (fully or
partly) own a large number of organizations pravidpublic services. These include inter alia
electricity and gas supply, telecommunications,tgloservices, water and sewage, waste
collection, local transport, railways, ports angpaits, and several others. In many countries,
core financial players are under the control ofegoments, including major banks, insurance
companies, pension funds, etc. Social service$, asitealth, education, childcare, vocational
training, etc. are still widely supplied by pubbeganizations, in some cases as trusts, public
corporations, PPPs.

For the purpose of this project, we shall refefpoblic enterprises”, in the broad meaning of
organizations (a) directly producing public sersgiceeither through liberalized market
arrangements or under franchised monopoly, (binaliely owned or de facto controlled by
public sector entities, (c) with a public missiqd) whose ownership in principle can be

shifted to the private sector.
This definition excludes from our scope of reseaeVeral other organizations:
- manufacturing companies owned directly or indiseby the public sector

- departments or agencies, which deliver core gowent functions (defence, law and order,

administration, etc.)



- companies which have been put temporarily undeemqmment control following a bankrupt,

or for other reasons, but for which no public negstan be identified (more on this below).

In this perspective, governments still own subshproductive assets, recruit managers and
employees, and accumulate human capital in theigpgbktor, in activities where private
investors actually or potentially operate as wslithis fact a remnant of past history, due to
delays in the privatization agenda, or is it a sggnpthat public enterprises will remain with
us in the future? And, if the latter holds, how @amexplain and forecast the survival of these

organizations?

3. Conceptual framework

3.1 Public mission - Definition

Given our definition of public enterprises, it mportant to distinguish two different issues
related to public missions of the organization®éoconsidered: missions of general interest,
and public service missions (CEEP-CIRIEC 2000).

3.1.1 General interest goals

Governments always have some broad objectives rmsteof macroeconomic and other
national policy goals. These include for exampligpes related to employment, containment
of inflation, promotion of research and developmerit human capital, of fixed capital
accumulation, competition and industrial polici#fiese objectives can be pursued through
regulation of market players as well as of franetiimmonopolies. The internalization of these
objectives from public and private enterprises degeupon laws and other forms of
regulation. Historically, public enterprises haweeb involved in these general interest goals
in several ways: for example, they had to sustaiblip investment, to employ labour in
certain regions; they were not allowed to increthsdr tariffs in times of high inflation, etc.
Market opening clearly constrains the potential sotment of public enterprises in these
areas of government intervention. An example ofst@mt is the regulation by the EU
institutions of state aid for any undertaking. ®inthe EC and the Court of Justice consider
transfers from the public budget to companies dsntially distorting intra-EU competition,

they require a special notification and an apprgualcess. Transfers related to universal



service obligations, or other public missions, thien subject to scrutiny from the perspective

of market integration.

3.1.2 The public service mission

Under a more direct mechanism of control, publitegrises are required to perform certain
specific tasks. Here government ownership may laugh hierarchical linkages. While
issues of principal-agent relations and of asymim@tformation have been discussed in the
context of any regulated organization, public gees are closer to the public principal, and
hierarchy is a more effective mechanism than umpaate ownership. Specific forms of
universal service obligations, in principle, candmplied to any service provider, including
the private ones, but the direct linkage betweemstries, regional governments, mayors and

public service providers is a powerful internaliaatmechanism.

3.2Research object and proposed methodological appmoh

In this perspective, several research themes shmildonsidered. The normative theory of
public enterprise, as it had been elaborated timtilrecent change of public policies, dealt
with a different environment. The traditional daogr started often from a set of assumptions,
such as statutory monopoly at national or locaklethe direct relationship between public
planning and service provision, symmetric inforroatibetween principals and agents,
departmental regulation of prices, etc. These agtans are less realistic today. In contrast,
contemporary public enterprises are often operatmghe context of mixed oligopoly,
exposure to international markets, regulation bylependent authorities, information
asymmetries, and a less close relationship withippblicy making. In many cases the legal
arrangements for public enterprises have changedelisfrom public sector entities subject
to administrative law toward corporate entitiesjsabto civil law, applicable in similar ways
to privately owned organizations. If public entésps will survive in the next decades, what
kind of predictions and prescriptions can be detiby modern public economics theory, and
by the advancement of other social sciences, irerotd improve their efficiency and

effectiveness?
One possible approach to look at these two broastopns (actual missions and normative

theory) is to start from a focus aase histories of contemporary public enterpridasan

evolutionary perspective, organizations which hagen able to adapt themselves to the new



post-privatization/liberalization environment mayggest lessons to be learned, drawing from
their resilience and change in the new contextrd e also something to learn from failures
in the adaptation process.

3.3 Specific research themes

The case-history approach is the core of the reBgapject as proposed below.

We suggest focusing on a set of specific themes. liBh of possible topics is flexible, and
will be adapted during the research itself. A firgticative list of themes includes at least the

six following ones.

3.3.1 Public mission, market opening, and performance

Under market opening, a plurality of actors enter arena of public services provision, from
multinationals to NGOs, from PPPs to municipallystate-owned enterprises, and compete in
some way. They have different performance critefinancial profitability for private
investors, social welfare for public enterprises, ammbined criteria for public-private
partnerships. Competition can take the form of cetitipn in the market, or for the market (&
la Demsetz). How can missions of general inter@st, specific public service missions, be
accommodated in this environment? Does this plyrali players lead to stable equilibria?
Under which conditions does public ownership wefdominate other arrangements? Is
market opening desirable per se or is it wastefldame cases? Models of mixed oligopoly
have tried to answer the questions, and some erapstudies have been carried out in this
area. There is however less evidence on the adapta¢cessary to the public enterprise to
survive the change. Is in fact the adaptation dgstg the public missions of the
organization? Or can the general interest and piglivice missions be preserved within the
new environments and strategies? What can we feammcase histories of contemporary and

past arrangements under market opening?

Various chapters/sections could possibly be written performance aspects, since

performance varies, depending on institutional extstand market settings, for instance.



3.3.2 Governance

This topic has been widely researched for privatgmizations in recent years, also because
of the perceived wide failures of arrangementsuchsindustries as banking, or in large listed
companies, etc. Do we have any evidence that socowermance mechanisms are more
effective for public enterprises? Is the huge ditere on corporate governance of large private
firms relevant to public enterprises, with citizeas the ultimate owners instead of
shareholders and consumers? The OECD and the \Barit have occasionally suggested
corporate governance principle for public entegsiswhen privatization is unfeasible or
undesirable. The NPM literature has suggested gquasgiet mechanisms. Several academics
have been engaged in this research area, partjcutathe health and education sector, but
perhaps less in the SGEI, where corporatizatiomase common. There are traditional and
new questions in this domain. Who appoints man&geeswhom are they accountable? How
to pay them? How to measure the performance? Shodigstrial relations be designed to
imitate the private sector? To what extent shouigleyees and consumers be represented in

the governance of public enterprisga

3.3.3 Regulation

The relationship between public enterprises, regtdaand policy makers is now perhaps
more complex than it was in the past. Do indepenhdagulators, which after all are public
sector employees, bring an added value when pabterprises are concerned, or do they add
to the transactions costs of their management? Baagers tend to capture regulators? How
do regulators act when they face a mixed oligopadlyfe current regulatory economics
literature focuses more on the issue of “incumBeatsl asymmetric regulation, but often
tends to skip the paradoxes arising from diffeyguttlic sector entities, which interact in the
market. It would be important to understand theireabf the relationship between regulators,
ministries, and public enterprise managers, asslperhaps the most important change in the
architecture of government that has changed the obl public enterprises, beyond the
Morrisonian tradition of arms’ length contré!.

3.3.4 Finance

Public enterprises used to be financed in threeswagcording to countries and sectors:
transfers from the Treasury (i.e. general taxafibopd finance, and tariffs. One core aspect

of the traditional doctrine of public enterprisesaaptimal pricing, e.g. the Ramsey-Boiteux
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view of the case of budget constrained firms (whglthe normal case under EU state aid
legislation). In the Laffont-Tirole framework thetimal pricing mechanism has been widely
modified by principal-agent issues. In practiceréhis limited evidence that price equilibria
in regulated mixed oligopoly have converged towasdsially efficient pricing of a sort.

Which is or should be the pricing strategy, if amy, public enterprises in the current
circumstances? This issue is closely related toéx topic. Transfers from the Treasury are
now limited by state aid regulations in the EU, bxteptions are still possible. Bond finance,
assisted or not by guarantees from the state,s alcurrent opportunity. In some cases,
indirect international bond finance is possibleg(day the EIB, EBRD, World Bank). What

should be the optimal financial mix for the futulearning from the experience?

3.3.5 Distribution and social welfare

Another core concern of the traditional theory vaasut distributive issues. Cross-subsidies
of tariffs were used to force universal coveragdeanrbalance budget, and other mechanisms
were in place to ensure the distributive missiorpoblic enterprises. Do public enterprises

still perform a role in redistribution of welfarer has this role been definitively delegated to

taxation/subsidies and other mechanisms? Thererisiderable literature on these isstf&s

for example related to fuel poverty, but the wagiabaffordability of public services should

be achieved is still lacking an adequate framenafysis.

3.3.6 Implementing the general interest goals

Public enterprises, as mentioned, and recenthatexsstby Millward (2011), had also some
political functions, related to national or locélagegies. This was or still is also a matter of
perceptions by users and by decision-makers. Ex@anate issues of territorial cohesion,
security of supply, strategic considerations. Avme of these issues still important today for

public enterprises in some sectors?

3.3.7 Others
Additional topics may include, for example:

the consequences for public enterprises when owarestakeholders are spread over

different government levels and jurisdictions;



human resources, including education and backgrafnchanagers, incentive pay,

role of trade unions and industrial relations ingal;
corruption and quality of institutions;

climate change, environmental considerations, sedtée development, etc.

As mentioned, the above tentative list should @ smly as the starting point from which to
frame the case-histories. CIRIEC's Scientific Cossinin will be open to consider other
topics in future. But each case-history shouldmpigten around the common template (see

Annex) which considers the proposed list of topiashin a unified framework.

4. Scope of the analysis

As mentioned in section 2, in this project we use label “public enterprise” in a broad

meaning. We wish to encompass in the scope ofrihl/sis different levels of government,

including local government, but in principle alsaer-governmental agencies which cannot
be considered as belonging to the ‘st&fe’One could even consider international
organizations such as the CERN the largest inter-governmental research enterprighe

world, or the European Investment Bank.

In turn, by public enterprises, for the purposehi$ research project, it seems at this stage
unnecessary to make a strong distinction betweewigers of some social and ‘economic’
services. This distinction seems difficult to beggated on analytical grounds. Health and
education services do not have intrinsic featufeSamuelsonian public goods, and are to a
large extent supplied by private providers in mamountries. The fact that privatization
policies have until now only marginally affectedspdals and schools in the EU is probably
related to a certain view of the welfare state,thig view has been under attack by the same
forces which have proposed the privatization ototservices®. Moreover, tariff and fiscal
arrangements do not allow a sharp distinction betwsocial’ and economic services: ‘social
services’ tend to be supported mainly by transfetd no more for Universities in the UK),
and ‘economic services’ by cost-reflective tariffsut not water supply and local public
transport in many countries). These funding arrareggs, however, do not seem to be so
widespread to exclude social services from the ecomipthe analysis. Thus, a necessary

condition, for the purpose of this project, is thgiublic enterprise is defined by:

a) a public mission that can be identified in legislaf regulation, statutes, etc.
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b) an entity with its own budget
c) a certain degree of managerial discretion

d) the fact that one or more government levels haweladefined set of property rights

over the assets.

It may be convenient or just practical to focussmme specific sectors. CIRIEC's Scientific
Commission might take a decision about prioritytees; based on the specific proposals
received. Also, in terms of country coverage, theneo reason to be unduly restrictive, even
if a EU main focus would have the advantage of seoramon legislation and institutional

frame. However, there are potentially interestingriss in the US, Canada, Japan, Latin

America and elsewhere.

5. Methodology

The proposed research approach is focussed onwlméepackages, each leading to a set of

working papers and reports:

a) critical reviews ofliterature on the recent advances in the theory and empiaicalysis

of public enterprise in general (not limited to @®etor or country/continent);

b) selection of interestingase historiesof contemporary successful or less successfulgubl
enterprises, focussing on their internalized publissions, performance and governance,
and analysing them according to the annexed tesplat

c) synthesis and lessons learnedavith a focus on policy implications for the futurAs the
title of the project suggests, the overall oriantabf the research is to learn lessons from

case histories in order to analyze new scenareesda this below).

— As for the first activity the scope of the research should be primarilyceored with

such _strands of literatureuch as mixed oligopoly, incentive theory, regufateconomics

within the domain of public economics; NPM and othepproaches in the field of
government, managerial sciences, sociology of argdons; new institutional economics;
regulation as seen in the perspective of poliscénce, policy analysis, business history.
Interdisciplinary surveys of the literature are esghe. The starting point could be a meta-
review, and then a more in-depth review of spec¢dpcs. The aim of this work-package is to
firmly establish where we are with public enterpritheory and empirics vis-a-vis the

traditional doctrine as embodied in the literaturdil the 1980s (i.e. before the intellectual
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and political attraction of privatization and lileéization). Then, a statement of some working
hypotheses — valid for various types of instituéibnontexts, market settings and economic

sectors — should steer the field-work.

— The collection of case historiesthe core of the research project. Based omatloere

mentioned working hypotheses, a template, or ith#de of contents of each report figures in
Annex and should be implemented by country tearashEeport should focus on the last ten
to twenty years of the selected GOE, and shouldeseha good understanding of the
performance of the enterprise, its governance nmesims, relationships with government and
regulators, competition issues, pricing and finanoeanagement and principal-agent

problems, organization’s role in terms of soci&ntity and cohesion, etc.

The case histories, crucially, need a combinatibdesk research from a variety of sources
(including existing studies, company reports andbsites, press, etc.) and of interviews of
different stakeholders. The proposal of a caseotyiswill be considered by CIRIEC's

Scientific Commission only if it considers field-viko particularly some interviewstructured

around the common template or check-list. Thisbsi@usly the most difficult and time-
consuming activity, but also the only one that iffesome added value to the case history
approach. Co-ordination of field-work is neededetassure a comparable high quality of

analysis.

As mentioned in the Introduction, CIRIEC's Scianti€ommission is particularly, but not
exclusively, interested in success stories, wharmsuggest positive evolution and adaptation.
There may also be an interest in learning from tésteries which document the failures of

public enterprises along the different dimensidnsigsion, performance, and governance.

This raises the question of the “success” criterithe first place. On this point we need to be
straightforward: a successful public enterpriserie which achieves good results in terms of
its public missions (policy effectiveness), and imiizes the combined welfare burden for the
taxpayer and the user (efficiency). In some casisschn be evaluated in terms of social costs
and benefits in quantitative terms, but in othesesaa more qualitative assessment may be

necessary (Del Bo and Florio, 2011).

Based on this criterion, a public enterprise thae¢sdnot have (or no more has) a public
mission, either in terms of general interest opwblic service objectives, cannot be included
in our sample. A high profitability is not per seselection criterion either. The existence of a

policy mission can be traced back in formal or infal evidence, but should be well
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documented. If the government is mute about the eblan organization it owns, we have no
way to assess its public mission effectivenessth&t same time, in order to understand

efficiency achievements, adequate cost data ané semchmarking are needédr example

comparison with similar organizations, either prévar public). Hence, efficiency (for a fair
service quality) is a selection criterion. In piple, also case histories of failure are
interesting. Examples are public enterprises whiate recently lost their public mission, or
that are no more cost-effective, etc.

The most promising candidate case histories (imetudaccess to data, feasibility of

interviews, etc.) will be selected based on a &all proposals. The number of selected
organizations does not need to be high. Albert diimsan built his seminal book

‘Development Projects Observed’ around eleven dasries. Elinor Ostrom also used a
limited number of case histories in her work on ooon goods. There are several other
examples in social sciences of influential resedraked on limited, but well-chosen and
carefully analyzed case studies, and we shouldh$@red by former research based on this

approacH.

— Eventually, the synthesis work a challenging endeavour, as no statisticalrémfee
can be performed based on a small humber of caseries. Thus, the ‘Lessons Learned’
synthesis implies a dose of ingenuity, creativitgd reasoning on the evidence, considering

also the background of the literature review.

6. Possible scenarios and policy implications

The final report should be able to answer somedwestions about the future of the public
enterprises. It would be helpful, since the inaaptof the project, to have in mind some

possible options and scenarios, which can influgheduture of the public enterprises.

There are three factors, which may reverse theelacgle privatization trend of the past

decades (Bance and Bernier, 2011).

a) Following the global crisis of 2008, it is possibkat the neo-liberal paradigm based on a
high confidence in market solutions has been wesatdkefihe way the general interest was
supposed to be embodied since the 1990s withirdéihegulated functioning of markets
has been criticized by different strands of poligbate (notably by Joseph Stiglitz). This
may lead to a new interest in public enterprisegneif the recent “emergency”
nationalisations in some countries have not yedlpeed such a change of perspective.
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b)

A second possibility is the coming back of certaiallective preferences for the
management by the public sector of certain actisitiThese preferences were typically
expressed in the national and sometimes localigallilimension in relation to specific
sectors, and associated to broad issues of gemgesest, such as national security,
security of supply, economic, social or territoriabhesion, anti-cyclical demand
management (for a review see CEEP-CIRIEC, 2000} linclear whether governments
now have the capability to express these objectivésrms that could be internalized by

the public enterprises (Bance, 2004).

A third possibility is linked to changes in theamational dimension of public policies
and institutions, which to a certain extent co-datee government action in the national,
regional or local dimension (Bance and Bernier,1201n this perspective it is interesting
to monitor possible changes of preferences of sgbbrs as the IMF and the World Bank.
These have often been supportive of nationalizationil the 1960s, adopted the
‘Washington Consensus’ in favour of privatizationce the 1970s, and are now possibly
re-thinking again their policies and advice to oa#éil governments, because of the
difficulties in implementing the privatization agénfor public services in some countries,

notably in Latin America.

Different scenarios can be identified for the fetof the public enterprise:

i) a sustained global liberalization scenario, whiculd imply a further decrease of the
scope of public missions. This trend can be accomegaby the transformation of the
remaining public enterprises into corporations witha specific role, and more or less
gradually, a definitive decline of their identitypllowed then by new waves of

privatizations;

i) the coordination at global level of new regulat@menas, which would imply the
production of global public goods (Kaul, 2006) obnd-wide scale : environmental
and technological risks may be pivotal in this af@of perspective. This perspective
may need new international organizations which iareharge of such issues as
climate change, financial stability, and other glothallenges;

iii) a transfer of competencies from the national |lewed larger regional level, i.e. with
the building of new cross-country political spac&sese can in turn take different
forms, as the current debate on the EU institutisimsws. In such a context, some

dimensions of public mission, typically addressgdhtional public enterprises in the
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past, can be transferred to the upper regional méina, and a role for new forms of

public ownership can emerge.

Having in mind these scenarios and their varianggy thelp in thinking on the case

histories and the lessons to be learned from theariader stage.

7. Mobilization of research capacity

The project, as outlined, needs the mobilizationaohetwork of researchers in different

countries and with different backgrounds.

Ideally, CIRIEC's Scientific Commission hopes that:

- some researchers should cover the different topicshe critical literature review,
delivering a set of thematic or ‘horizontal’ worlgimpapers (e.g. on mixed oligopoly,
tariffs, performance criteria, public missions,.gtc

- in order to reach a critical mass, a minimum of temepth case histories is needed,
possibly in different countries and sectors (mias€ studies may be also helpful, as a
complement to the main stories);

- a small team of experts should be in charge oftidathe synthesis, but there may be

some additional thematic contributions on the sderanalysis and policy implications.

CIRIEC's Scientific Commission welcomes expressiohnterest and contributions by its
members, experts designated by national CIRIEC@estindependent experts and young

researchers.

8. Workshops, Outlets and Dissemination
The Commission will ensure high visibility to thesearch outputs selected at each stage of
the project.

a) This will include a special issue of two refereedrpals:Journal of Economic Policy

Reform(2013) and of théAnnals of Public and Cooperative Econom({2614), but

also additional agreements with an internationalipber for the synthesis book.

b) CIRIEC working papers related to the project will included in REPEC and SSRN,
which will ensure immediate visibility of intermede outputs to a world-wide

audience.
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c) There will be possible opportunities of exchange wditing scholars across
participating teams in order to enhance collabonatiwithin the network.

d) If possible, a web-site area will be devoted toinf about the progress of the project.

e) A workshop for young scientists and/or a Summero8thould be organized in 2012

or 2013, possibly taking advantage of one inteomati conference.
f) Three Workshops are foreseen:

a first Discussion Workshop is foreseen in BeninSpring 2013 focusing on

theory contributions and literature review;

the Milan European Economy Workshop in June 201Bb&ithe intermediate
step, where the main case histories and some thempapers should be
presented;

a third workshop for additional topics will be omgsed in Brussels mid-
September 2013 to present further potential intexggontributions related to
the project.

g) A final conference with policy makers, managerad#r unions, etc. will be organized
in 2014.

9. Funding

CIRIEC will not directly fund research activitielsut it will devote efforts and resources to
steering the research, networking of researchéssewhination of results. The teams should
be prepared to raise as far as possible their easarch funds from national or international
schemes. Some accommodation expenditures relatetheta2013 edition of the Milan
European Economy Workshop will be co-financed l® fimds of the Jean Monnet Chair of
EU Industrial Policy. Some participants may consideplying for other EU funds with an

overlap of research themes and consortia.

10. Organization

The CIRIEC International Scientific Commission Ral8ervices/Public Enterprise will act as

the responsible body of the project. Some funetieill be delegated to ad hoc committees:

a) a Research Steering Committeehas been appointed, for the overall managemernhef

process. It includes Gabriel Obermann, Presideth@fCommission (WU Vienna University
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of Economics and Business, Austria), Philippe Baideiversity of Rouen, France), Luc
Bernier (ENAP Québec, Canada), Massimo Florio (rsity of Milan, Italy);

b) an advisory committee in charge of commenting dsmsssion of text for publication, which,
since the working papers stage, should possiblpiappnonymous referees (to be combined

with the current rules for CIRIEC working papers);
C) one organizing committee for each of the planneshts;

d) The project coordination will be ensured by Barb&ak, Managing Director of CIRIEC
International (contactciriec@ulg.ac.bg.

11.Time frame and milestones

The project is designed to last three years (2@24p

Individual researchers can however take part ity aoime aspects of the overall project, by
contributing to specific work packages, without @opanying the project for its entire

duration.

The time frame looks as follows:

- Spring 2012: calls for proposals/expression of rgge related to: a) survey of

literature/contribution to theory; b) case histerimsed on the annexed common template.

- Early summer 2012 (May 21 and June 30): deadlimepfoposals and examination by the

Research Steering Committee.

- September 2012 (or other appropriate time): possi®ummer School/Seminar for young
researchers/doctoral students.

- Autumn 2012 - Summer 2013: main work period orotjsurvey of literature and on case

histories
- Spring 2013: Workshop in Berlin to present theaygitcbutions/literature surveys.
- June 2013: Milan European Economy Workshop, wids@ntation of draft case histories.
- September 2013: Workshop in Brussels to preseriti@la thematic contributions.
- Autumn 2013: continuation of work and finalisatiohcontributions and papers.
- January-May 2014, drafting of the synthesis report.
- June 2014: final conference with policy stake-hmddetc.

- All along the project (2012-2014): publication antributions to the project within CIRIEC's

Working Papers series.
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- End 2013 and 2014: publication of results possésyone book with an international publisher

(synthesis), and two or three special issues efeefl journals (theory/horizontal papers; selected

case histories).

Contact point and information

Researchers wishing to receive additional inforamgtand/or to express their interest at this

stage are kindly invited to contact CIRIEC's seamiat: ciriec@ulg.ac.be

(contact person: Barbara SAK)
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Endnotes

@)

)

®)
(4)

®)
(6)

@)

See for example Palcic et al. (2011) on employeesiership in the transition from public to private
ownership.

This is common law term (see e.g. http://www.dubaong/LegalDictionary/A/ArmsLength.aspx) which
needs a careful re-thinking today in our context.

See for example Clifton et al. (2011).

See e.g. Warner (2011) about inter-municipal exgtitn the US, and Bernier (2011) about federalugers
provincial public organizations in Canada.

European Organisation for Nuclear Research

In the UK, Price et al. (2011) show that, evenhat level of the national accounts under the curtévt
System of National Accounts conventions, the disitom between public corporation, not-for-profitdan
other types of organizations is blurred and leadsonfusion. See also Golubova (2011), who disausse
New Public Management reforms of vocational tragnin Lithuania. In principle, a vocational training
centre can be under the control of the ministryyedatively autonomous within the public sector, or
privately owned.

See for example, World Bank, 2005 and Flyvbjer@)&20
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CIRIEC International Scientific Commission Publier@ices/Public Enterprises

Research Project: “The future of public enterprise”

Template for the submission 0CASE HISTORIES

ANNEX to the document presenting the research projéds ersion: end of March 2012)

The following template offers a suggested strucfarethe preparation of case histories of
public enterprises (PEs) in the framework of thdRIEIC research “The Future of Public

Enterprise”. It should be read as_a complementh® imain research project documeiihe

case histories are the core of the research, ani itmportant that the different teams
involved use a common approach and presentatiotheif findings. Each research team,
however, has the freedom to adapt the templatedividual circumstances, provided that
this adaptation is well justified.

Thus, unity with flexibility, in order to producetégrated research outputs.

The proposal of a case history will be considerg CtRIEC's Scientific Commission only if it

considers_field-work, particularly some interviewsructured around the present common

template or check-list.

As a reminder, for the purpose of this project, skall refer to “public enterprises”, in the

broad meaning of organizations (a) directly prodwugipublic services, either through
liberalized market arrangements or under franchisednopoly, (b) ultimately owned or de
facto controlled by public sector entities, (c)wa public mission, (d) whose ownership in

principle can be shifted to the private sector.

The time period to cover will depend on the PE mw@red (size, scope, internal organisation
(e.g. holding/subsidiaries/partnerships), sectogtional or regional situation, etc.), the

market conditions and their evolution (presencenot of private competitors, ...), the

regulation, the sectoral/industry perspective, asbler external elements that influence the
'life’ of the PE considered. Thus in some caseshistory might go back to the 1960-70's.
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Further, in each section, there is scope for dedwe work and for_analyticawork. It is
crucial to combine desk research from a varietysofirces (including existing studies,

company reports and websites, press, etc.) anat@fviews of different stakeholders.

Potential authors of case histories should spenifyadvance what their contribution will
mainly aim at. The ultimate goal of the researcbjgct is to come out with an analysis of the

lessons to be learnt from case histories and thsecuds policy implications.

Finally, in some cases, it will be necessary to|de#h future prospectsshort-term

evolutions to come following possible legislativedifications, changes in the institutional
context, or even long-term developments in casdomseen structural changes in the

environment of the PE considered.

The overall length foreseen for a case historydisdomaximum 80 pages.

* % % * %

Section A: “ldentification of the enterprise” (2-3 pages)
The case-history should briefly describe the obgdanalysis, and why it has been selected.
In some cases it is important to clarify whether dinganization is part of a group or relatively
self-standing. As a summary at the beginning ofdase study, we need a general table that
presents the PE. If the organization is part of@up, for example a regional branch of a
national organization, it is necessary to show thatstudy of a single branch is appropriate,
because e.g. the organization is relatively inddpenfrom its umbrella-organization.
In any case, the report should clearly state im $kction
- official name of the organization, legal addresge sf the headquarters and main
operations and any identification elements, sueth tihere is no ambiguity about the
boundaries of the analysis
- a brief(no more than one pagsfatement of the reasons why this organizatiorbleas
selected (e.g. a reputation of being particuladgcessful; a controversial case; very
good access to data; etc.)
- some basic information for the most recent yeaa, synoptic table: sectors of activity
(possibly coded under a standard internationakiflaation, e.g. NACE), turnover if

the sale of service is substantial; transfers fgmwernments if substantial; number of
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employees (and full time equivalent); populationved and/or area of operation;
direct and ultimate owner;.(This table should be no more than one page.)

- Presentation of the research team involved in thee chistory (team leader,
researchers, current position, five lines maximumbimgraphical note for each

researcher)

Section B: “History” (5 pages)

Some PEs have a long history, sometimes this @rfasng and reveals many aspects that are
still of topical interest. For the most importamies (e.g ENI in Italy or EDF in France) there
is a wide historical literature. For smaller orgaations, e.g. some municipal entities, their
history is less known. In any case, this sectiooukhpresent in a concise form (maximum
five to ten pages) the historical background framanfdation until the recent years, with the
proviso that the last 10-20 years will be dealthwit greater detail in the rest of the report.
The focus of the project is on the last twenty geapot on the earlier history but nevertheless,
a longer historical perspective might be necessamnderstand the objectives of the PE, etc.
The focus of the historical background should bipadver the following aspects: rationales
for the foundation or acquisition of the organieatiby the public sector; earlier general
interest objectives and public missions; evolutioh performance and governance;
institutional context; etc.

As we are not aiming at an historical essay, tagdisn should provide a sketch with the main
insights of the evolutionary pattern, and cite refiees to more detailed historical researches,
if they exist.

It is very important to detail the contextual stioa of the sector, be it institutional/legal or

economic (e.g. actors and stakeholders involvedienuo less open competition, type of
regulation, etc.).

It is also important to cover history over the lonm when it brings added-value to the

comprehension of the evolution and developments.

Section C: “Public mission” (5-8 pages)
Under this heading there are two key questionsbeaodiscussed in a careful way, i.e.
combining evidence and critical analysis:

Which objectives of general interest are delibdygiarsued by the organizations?

Which are the specific public service missions ttzat be identified?
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Firstly, historically, PEs have been involved irdk general interest goals in several ways:
for example they had to sustain public investmamgmploy labour in certain regions, they
were not allowed to increase their tariffs in tine@shigh inflation, etc. The report should
discuss whether this function was actually assigmatiperformed to the organization.
Secondly, direct linkage between ministries, regigovernments, mayors and public service
providers is a powerful internalization mechanishsgecific service missions. In some cases
there are no hierarchical linkages, but contrastetutes, law, or other formal mechanisms to
define the public service mission of the organ@atiThese should be carefully analyzed.
Additional items to possibly consider:

link with aspects developed in Section B concerrtimgevolution of the public mission

assigned (in some cases for large incumbent P&cémn cover 40-50 years of evolution

and need more than 5 pages of description/exptarjati

possible complexity of various public missions gssd, sometimes not explicitly, to the

PE.

Section D: “Operations” (5 pages)

This section should describe the current activityhe organization, its evolution in the last
10-20 years, and challenges for the future. Thegleauld be as factual as possible, based on
solid evidence, and supplemented by tables andschar

For example, for a provider of local transport,stlsiections will provide the number of
passenger transported over the years, the numbleus#s, the number of routes and their

length, and whatever core indicators of the agtivit

Section E: “Performance” (5-8 pages)

Given the background of information in the previ@estion, this part of the report should
evaluate the performance of the organization.

This should start by financial performance: fitstthe organization covering its costs or does
it need transfers from the government? Here a sugpnbwance sheet and evolution over the
years would be very helpful. Second, is the orgstion cost-effective? This would require a
comparative discussion with other private or pulliganizations as a benchmark, as far as
possible. Here financial performance and costetiffeness are in the meaning of e.qg.

European Commission, Guide to Investment Proj@688.
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This Section should be restricted to facts andewd on financial performance (operation
and investment) and cost-effectiveness, while beinglated to the possible

transformations/adaptations of the public missipn(s

Section F: “Governance” (8 pages)

The section should provide evidence on the fornmal mformal governance mechanisms
adopted and their change in the last 10-20 yeaws: blvnership rights are enforced by the
government? Who appoints managers? To whom areabeguntable? How are they paid?
How to measure their performance? Are employees pérthe governance of the
organization? Are users of the service involved?oVdne the important stakeholders or
interest groups (for example environmentalist fugrgy producers)?

This is clearly one of the most important part lné report, and the one more likely to be
based on interviews and other qualitative evide@ree possible way to structure the section
is by each type of stakeholders: managers, emmopeasumers, leaving the external formal
regulation in the next section.

For large PE, it might be difficult to explicit thelevant formal and informal governance
mechanisms. It is important to sketch evolutiomsraime, and show the interactions of
players and stakeholders in the field. The trams&tion of the PE "culture" is important to

put to the fore: i.e. for example, from a technmalture to a business culture.

Section G: “Regulation” (5-8 pages)

The section should analyze the formal and inforraktionship between the PEs, regulators
and policy makers. In some sectors there is arpemigent regulator and an incumbent PE, in
others the regulator is de facto a government dieyegt or an office. Example of research
guestions are: Do managers tend to capture regsffPatbow do regulators act when they face
a mixed oligopoly? Are there conflicts or coopeyatcollusion among different players in the
public sector? If there are private competitorswhdo they influence the regulatory
environmentMHave regulatory bodies been created to regulatadtieities?

The public capacities or not to internalise theljpugervice mission, in relation to a possible

regulator capture, should be analysed in depth.
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Section H: “Tariffs, Investment, Finance and Distibutional issues with respect to public
missions"  (3-5 pages)

This section should concisely answer the followggstions. Are the tariffs or revenues able
to cover costs including capital investment? If, rete the tariffs able to cover operative
costs? If not, and the deficit should be ultimatedyd by tax-payers and public debt, can we
identify the rationales of this specific sharingtieé financing of service provisions? How do
we evaluate the source of funds for the specifiterpnise we are examining in the case
history? Distributive issues related to pricingxaton, etc. should be dealt with in this
context: for example with a discussion of the pesgive or regressive structure of the price
structure, as applied by the organization. Do weehany evidence that social benefits of the
operations are greater than social costs, evé ibtganization does not cover its costs? Here
social CBA is in the meaning of e.g. European Cossion, Guide to Investment Projects,
2008.

Social effects and social cost-benefit analysisikhbe shown and analysed in Section H (in
complement to the other performance aspects caesidle Section E).

Is it possible to measure/evaluate (?) the fulfiltngsuccess or failure) of the public service

mission over the period observed?

Section I: Open Section

Space for additional remarks or specific comments.

Section J: “Conclusions and lessons learned” (3-5 pages)

The case study should end with the main findingshef authors and suggests if there is a
more general message arising from this story. &fterl however, should be cautious. The
researcher should avoid conveying here her ordnei@al views on more general issues (this
can be done in other papers). Here only more spélei§sons learned’ should be suggested.
This is the most important Section for the addeldevaf the present research project. Thanks

for particularly working on this last one!
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Practical instructions

Language for the case studies should be Engliskelinitnary drafts could be in other
languages (French, German, Spanish), but theviaralon needs to be delivered in English.

Reports should be in WORD, with graphs and taldlssia WORD or EXCEL.

Total length in no case should exceed 80 pagdsidimg tables, references, etc.

Style: the quality of the narrative should be gdodussing on key issues, without tiny details.
List of interviewees should be in a separate anmeixpublic

All tables should state the sources.

References should be in the style of APCE
(http://www.ciriec.ulg.ac.be/en/pages/5_3note_awstdtm). Main business history research should
be cited.

In most cases, boxes with some facts or excerpis finterviews will be helpful.
Websites should be cited with date of accassl URL.
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