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0. Summary

· There are many trading organisations in the public sector across Europe, owned by states or municipalities. They trade in a number of services, especially utilities.

· The normal form is now the arms-length plc (or equivalent), owned wholly or partly by a public authority

· Public enterprises are involved in takeovers and mergers with each other and with the private sector

· They compete with private companies in liberalised sectors, eg energy and telecomms

· Some are involved in international operations, especially in the case of energy enterprises

· They raise capital direct from the finance markets

· Public enterprises are able to reflect social and political priorities

· The UK is unusual in having so few public enterprises, which are so commercially restricted

1.  Introduction

A. 
Definitions and scope

Public enterprise can be broadly defined as including any undertaking which:

· has its own accounts; and 

· has income related to services provided (unlike defence, tax collection, social security); and

· is owned wholly or partly by central, regional or local government (unlike private enterprise). 

A range of legal definitions from the EU, UN, OECD can be found in a report carried out for the European Parliament in 1996.

This paper aims to provide an overview of the role of public enterprises in EU countries at present (1997). It is intended to assist discussions of privatisation, public-private 'partnerships', and controls on public sector finances.

B. 
Active enterprises

Throughout most of Europe, there are public enterprises which trade actively like commercial organisations, often beyond their original localities, often in competition with private companies.  The table below gives some examples. They will be referred to in more detail in later sections of the paper. It is not of course a complete list of public enterprises in Europe. But it illustrates that public ownership is not synonymous with inefficient local monopoly.


Public enterprises: some examples from continental Europe

	Company
	Country
	Owner
	Services
	Activity
	Finance

	AMGA
	Italy
	Genova, 51%
	Electricity, gas, water
	Takeover bid, tenders, contract in St Petersburg
	49% sold to private investrs (7% MAM)

	Wiener Stadtwerke
	Austria
	Vienna, 100%
	Energy, transport, funerals
	Buys stake in national grid (Verbund), bids for regional companies
	Vienna council injects new capital

	Berliner Wasserbetriebe
	Germany
	Berlin 100%
	Water
	Active bidder in Hungary
	Profitable. Berlin land wants to sell to pay off debts

	Netcologne
	Germany
	Koln, 100%
	Telecomms
	Seeking 20% share of telecoms market
	

	Citykom
	Austria
	Graz etc 
	Cable
	
	Selling 50% stake to multinational partner 

	RATP
	France
	State, 100%
	Public transport
	Bidding for Rio de Janeiro franchise
	Issues bonds, sells debt

	Kommunedata
	Denmark
	Communes, 100%
	Information technology
	Main IT services supplier to public sector, also EU-wide work
	

	Stockholm Vatten
	Sweden
	Stockholm, 100%
	Water
	
	Borrows at better rate than council

	Debrecen water
	Hungary
	Debrecen 100%
	Water
	Won water contract against multinationals 
	Obtains bank finance for investment

	EDF
	France
	State, 100%
	Electricity, waste man-agement
	Active in Switzerland, Sweden, Hungary, Poland, Spain, Morocco, Brazil, Argentina
	

	IVO
	Finland
	State, 100%
	Electricity
	Active in Sweden, UK, Hungary, Thailand
	

	Vattenfall
	Sweden
	State, 100%
	Electricity
	Active in Finland, Germany and Czech republic
	


2. 
Scale and services

A. 
Scale of public enterprise in Europe

Public enterprises account for about 8.9% of the commercial workforce of EU countries in 1993. This covers a wide range, from only 4.3% in the UK, to over 13% in France, Italy and Greece.

These enterprises include state-owned industries and municipally-owned companies, which play an important role in providing services in all continental European countries. The UK is unusual in its lack of municipal enterprises, partly because local authorities no longer have responsibilities for key functions such as water and electricity, and partly because of political constraints placed on local authority trading activities.


Extent of public enterprises in EU

(% share of public enterprises in commercial non-agricultural economy Year: 1993)

	
	Work-force ('000s)
	Work-force (%)
	% of value added
	% of GFCF
	Mean %

	
	
	
	
	
	

	France
	1783
	13.4
	15.1
	24.2
	17.6

	Germany *
	1687
	8.3
	10
	14.9
	11.1

	Italy
	1485
	13.5
	20.0
	23.5
	19.0

	UK
	747
	4.3
	4.0
	5.0
	4.5

	Spain
	407
	6.0
	8.0
	12.8
	9.0

	Portugal
	216
	10.6
	21.5
	30.0
	20.7

	Belgium
	200
	9.8
	7.5
	8.4
	8.6

	Netherlands
	157
	5.1
	8.0
	9.2
	7.5

	Greece
	179
	14.7
	17.0
	30.0
	20.6

	Denmark
	115
	8.2
	8.7
	17.6
	11.5

	Ireland
	67
	8.7
	11.5
	16.9
	12.4

	Luxembourg
	5
	3.2
	5.2
	4.6
	4.4

	
	
	
	
	
	

	TOTAL EU 
	7048
	8.9
	10.9
	15.6
	11.8


* Former Federal Republic of Germany only

Source: CEEP; published in: Public Undertakings and Public Service Activities in the European Union. EuropeanParliament, Directorate-General for Research,  Economic Affairs Series W-21. 1996.

B. 
Network services

Most public enterprises are active in a core group of services, which are broadly described as 'Network services'.  They include:

· Water

· Electricity

· Gas

· Waste management

· Telecoms

· Public transport

· Ports and airports

· Postal services.

There are a number of other services which are also commonly carried out by public enterprises. Sometimes these reflect traditions - as with funeral provision (eg Vienna), or dairies (eg Milan); and sometimes it reflects innovations - as with the intermunicipal computer company Kommunedata in Denmark. There are still many publicly-owned enterprises engaged in manufacturing, and some are being started up: in Nizhny-Novgorod in Russia, the municipal water company Vodokanal has formed a 50/50 joint venture with Swiss company Ozonia International to manufacture ozone generators.

C. 
Position relative to private enterprise

Despite some privatisation, public enterprises still provide a large proportion of  the network services across the EU.  Water for example, remains a largely public function, despite all the pressures for privatisation in recent years; a high proportion of energy services also remains in public hands.


Water supply in EU: public or private/mixed        

(percentage of population supplied by each type. Source: Eureau: Management Systems of Drinking Water production and Distribution Services in the EU Member states, 1996)
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Electricity and gas in EU: State, municipal, private

(M=municipal or regional; P=private; S=state)

	Country
	Electricity Generation
	Electricity Trans-mission
	Electricity Distribution
	Gas Trans-mission
	Gas Distribution

	Austria
	S/M
	S/M
	M
	S
	M

	Belgium
	P
	P
	P/M
	S/P
	P/M

	Denmark
	M/P
	S/M
	M/P
	S
	M

	Finland
	S/P
	S/P
	M/P
	
	

	France
	S
	S
	S
	S
	S

	Germany
	P
	P
	M
	P
	M

	Greece
	S
	S
	S
	S
	M

	Ireland
	S
	S
	S
	S
	S

	Italy
	S
	S
	S
	S
	M

	Neth'lands
	M
	M
	M
	S/P
	M

	Norway
	S/P
	S
	M
	
	

	Portugal
	S/P
	S
	S
	S
	S

	Spain
	S/P
	S
	S/P
	S/P
	

	Sweden
	S/P
	S
	M/P
	S
	P/M

	UK
	P
	P
	P
	P
	P


Source: PSPRU database

3. 
Company status and private-public partnerships

A. 
Company status

The table below sets out a range of types of public enterprise. Some are owned by the state - usually nationalised industries in services like telecoms or energy; some are owned by local authorities, or associations of authorities - usually providers of local services like waste management, water or district heating.

There are many variations in the precise legal status, but the key difference lies in whether they operate 

· as departments or divisions within a public authority (like DSOs in UK local authorities); or 

· as legally independent entities which have broadly the same legal framework as companies (plc in the UK, or S.A. in France and Spain, AG or GmbH in Germany, S.p.A. in Italy, NV in the Netherlands etc)

It is generally true that public enterprises in all European countries, whether state or municipally-owned, have been moving away from the first status - of internal division within an authority - to the second status, of independent company, even though still 100% owned by the authority. It is also becoming less common for public enterprises to have special legal status under 'public law' as opposed to 'private law'.  Public authorities are still making these changes in status, for example:

· in 1997, the French government is proposing amendments to the constitution of Électricité de France (EDF) which will move it closer to company status on matters such as taxation.

· Wiener stadtwerke, the utility company of the city of Vienna, covers a wide range of services - including gas, electricity, public transport, and burials. It is also actively seeking to expand, bidding for shares in other utility companies, and planning to move into cable and telecommunications. It is not yet, however, a separate company - it is just a large department of Vienna council. There is now pressure on the council to convert the entity into a joint stock company.

The change of status from administrative department to independent company is not the same as privatisation, although it makes subsequent privatisation more possible.

Enterprises may be wholly owned or partly owned by a public authority, and the other shareholders may be investors or  a corporate partner, usually a multinational. The table mentions some examples. The proportion owned by the public sector may vary (up or down), while the company remains within this broad range of  enterprises which are wholly or partly publicly-owned.

At the end are companies which are wholly-owned by the private sector, and so are not public enterprises, but whose core business is providing the services typical of public utilities. It is possible for public authorities to buy back shares in these companies, and so they can be considered as an extreme end of a continuum. 

Beyond private companies there are also voluntary associations, which are often used to provide health and welfare services. In Germany, for example, churches and charitable organisations play a central role in providing healthcare, providing 31% of all beds.
 


Public enterprises in Europe : range of types (with examples)

	Form
	Public owner-ship
	State
	Municipal
	Inter-municipal

	Department, DSO, special 'public law' agency
	
	
	France: régies

Germany: stadtwerke 
Italy: aziende municipalizzate
	

	Company 
	100%
	Ireland: ESB
	France: régies

Germany: stadtwerke 
Italy: aziende municipalizzate

Sweden: water companies 
	Netherlands: electricity & gas distributors

	Company - with private shareholders
	x %
	Spain: Endesa

Austria: Verbund
	Italy: AMGA

Germany: RWE

France: sociétés économique mixtes
	Denmark: electricity distributors

	Company - with multinational shareholder
	x %
	Italy: Telecom Italia
	Germany: Stadtwerke Bremen; 

France/Hungary: some water companies
	Belgium: electricity distributors

	Private company
	0%
	Lyonnaise des Eaux ;   Generale des Eaux ;  Bouygues/SAUR; RWE; BT;  Thames Water; Electrabel

	Others
	0%
	Charities and churches (healthcare); federations of self-employed (healthcare); co-ops


B. 
Types of partnership

A public enterprise which is partly owned by the private sector is can be defined as a 'public-private partnership' (PPP). These can be of four types:

· The authority is the majority shareholder, alongside financial investors - this form provides a company which is clearly commercialised, but the public authority remains the dominant shareholder. These are most likely to result where the authority wants to obtain extra finance (for the enterprise or itself), but wishes to retain management control. 

· The authority is the majority shareholder, but the other shares are held by a company - the purpose of this kind of PPP is usually to introduce private sector management, and so the multinational will usually expect to have effective management control.

· Only a minority of shares are held by the authority- this is likely to happen if the authority wants to maximise its income from the sale of shares, and any remaining public presence is for monitoring purposes. Many sales of shares in state companies are of this type. (In some cases a controlling 'golden share' may be retained by government)

· Functional joint ventures between public and private bodies - these may be standing public bodies, like the electricity and gas distribution companies in Belgium and Netherlands, or ad hoc joint ventures between public and private companies.

Italy and Germany provide illustrations of  these differences:

· Genoa provides a good example of the various stages of transformation of a municipal undertaking first into an arm's length company, owned by the council, and then a sale of shares to private investors. The city council decided in 1995 to transform the utility into a joint stock company, and gave it the ambitious name of Azienda Mediteraneo del Gaz e Acqua (AMGA). In 1996 they decided to sell 49% of the shares in AMGA, which went to private and institutional investors (the largest UK institutional investment company, Mercury Asset Management, has acquired 11.6%
). AMGA is not, therefore, a joint venture between Genoa and a multinational company.
  In Germany, Mannheim and Frankfurt are considering a similar kind of sale.
 

· The city of Turin has recently decided to sell shares in its newly independent energy azienda (AEM Torino), and has specifically invited bids from companies rather than sold shares to investors. It will not necessarily be a private company, however: those which have expressed an interest include the state-owned Electricité de France, and AEM Milano, the municipal company of Milan, which is also selling shares - but to the public, not to partner companies.)
  

· Examples of this type of venture in Germany include: Bremen, which has sold shares in the city's stadtwerke to three multinationals - Veba, Ruhrgas, and Powerfin (now part of Suez-Lyonnaise/Tractebel).
, and Karlsruhe, which  has sold 20% of its stadtwerke to Badenwerk (itself a municipally-owned company) and 10% to Ruhrgas
  In Austria, Citykom, a municipal telecoms consortium,  is seeking a similar kind of partnership by looking for a multinational partner.

· The energy multinational RWE is an example of a company in which German local authorities hold a substantial proportion of the shares. They have enjoyed special voting rights which gives them control of 57% of the votes. This has not prevented RWE from being one of the largest companies in Europe, although from 1998 the company is proposing to change the voting arrangement so that the municipalities control only about 30%, commensurate with their shareholdings.
  This would put in on a par with the other large German group VIAG, 25% of whose shares are owned by the regional government of Bavaria.

· The city of Rome converted its water company, Romagna Acque, into a limited company, which then formed a complex joint venture with the Italian state-owned company Eniaqua and the French multinational Generale des Eaux.
 Another variation has been adopted in Gorizia (north-east Italy), where the municipality has restructured its utilities under a single company, Azienda Multiservizi Goriziana (Amg), and made it a joint venture with the investment company Gepi. Gepi has invested 10billion lire, 12% of AMG's capital: the municipality still holds 88% of the shares.

· In some cases authorities do not retain any effective shareholding. The city of Berlin has sold all its shares it its electricity utility Bewag, to three multinationals - Veba, Viag and Southern Company - and plans to sell its remaining 51% stake in the gas utility Gasag, and is also considering the sale of its water company Berliner Wasserbetriebe. The reason for doing so is to reduce the city's huge debts. The city of Rome has sold 75% of the shares in its municipal dairy, the Centrale del Latte, to the Cirio food group; 20% of the shares are available to local farmers, and the city retains only 5%. (Roma is also planning to incorporate its energy utility ACEA, and then sell 49% of the shares).

· Many governments in the EU have recently been selling shares in their telecomms companies. The results range from a proportion of shares being held by the public, with the state retaining the majority (France); through the state retaining only a minority, with the majority owned by the public (Spain) or multinationals (Italy); to the 100% sale of shares to the public (UK).

· The Italian state electricity company, ENEL, formed three joint ventures in 1997:  with two USA companies - Enron and Entergy - and with Suez-Lyonnaise des Eaux. The purpose of these was to explore expansion opportunities outside Italy, to overcome the restrictions placed on ENEL's international activities. In Spain, the publicly-owned water company Canal Isabel II, has formed a joint venture, Interagua, with the multinational Aguas de Barcelona.  Interagua bought 51% in Granada water company in 1997, creating a further layer of joint venture.

4. 
Restructuring and competition
A. 
Takeovers, mergers and consortia
Public enterprises behave in the same way as private companies when faced with changing market conditions. They engage in restructuring through mergers, takeovers and forming consortia. They are not merely passive agents in this process, being sold to private sector predators, but also take over other companies, private and public. 

This process has been accelerated by two strands in EU policies:

· The liberalisation of markets in 'network services' such as telecomms and electricity. This means that if they are to stay in these areas, they must engage in competition with other companies.

· Procurement regulations that require continent-wide advertising of contracts and franchises, and - crucially - do not discriminate between publicly- and privately- owned enterprises. (When the port of Dover was offered for sale in 1995, the only serious interest came from the city of Calais; the UK Conservative government then withdrew from the sale altogether rather than see it being taken over by a foreign, public sector body).

These EU policies have if anything stimulated the development of public enterprise, and have certainly encouraged the 'corporatisation' of these bodies. Contrary to neo-liberal beliefs, the liberalisation implied in these measures has not necessarily been to the disadvantage of public enterprises. In those cases where public and private companies have actually competed against each other for contracts or concessions, publicly-owned enterprises have a good success rate.

The following sections give examples of this activity from a number of sectors. The two sectors which exhibit most activity on the part of  public enterprises are:

· energy, where the internationalisation and liberalisation taking place across Europe are provoking restructuring through consolidation, mergers and takeovers

· telecomms, where the opportunities presented by liberalisation are stimulating new coalitions competing for market share. In both cases, public enterprises are prominent among the companies involved.

The examples in this chapter, and the previous one, show that public enterprises are not merely passive assets being sold by their owners, but are actively involved in takeovers and mergers. 

B. 
Energy

· The energy industry in Austria is being restructured, but the major actors are all public enterprises, though owned by different public authorities. Two Austrian provinces, Styria and Upper Austria, are selling shares in their regional energy companies, Energie Steiermark and Oberoesterreichische Kraftwerke AG (OKA). 
 One keen bidder for both of these is a consortium of other public sector companies - Wiener stadtwerke (owned by Wien/Vienna city council), Oesterreichische Elektrizitaetswirtschafts-AG, known as Verbund (the national electricity grid and power company, 51% state-owned) and EVN (the utility owned by Niederosterreich regional authority). 

This consortium has been formed in response to the coming liberalisation of Austria's electricity market.
  It is also being consolidated with cross-ownership. 5% of the shares in Verbund were bought by Wiener Stadwerke, the utility company owned by the city council of Vienna.
 It also has international connections: EVN, together with the German private utility Bayernwerk (part of Viag) has  shares in the Hungarian regional gas distributor Kogaz.

(In December 1997 it was announced that the French state-owned EdF had submitted the winning bid for Energie Steiermark, which is the subject of  considerable protest in Austria. )

· In the Nordic energy market, which is fully liberalised across Norway, Sweden and Finland, a series of mergers and takeovers has taken place, involving a number of publicly-owned companies. Typically, state-owned generating companies have been buying shares in municipal electricity utilities as well as other generators (see next section). Now further mergers are being considered: Norway is considering combining the state-owned monopolies in electricity (Statkraft) and oil and gas (Statoil), and Finland is considering a similar merger between the state-owned electricity company (IVO) and gas, oil and chemicals company (Neste).

· Turin city council has invited bids for 43% of the shares in its energy utility (AEM). Those submitting bids include a consortium of the Milan city utility, in consortium with a Swiss utility Atel; and the state-owned Electricité de France, in a consortium with the private Italian companies Edison and Ifil.  If either bid wins, the result of this share sale - which is being described as "privatisation" - will be to consolidate a large regional public energy enterprise in North Italy and Switzerland.
 EdF has already bought control of a Swiss electricity company, and is seeking to build an extensive network around the continent.

· Three German municipalities are merging their utilities in order to protect and advance their market position against the large energy groups. The mayors of Mainz, Wiesbaden and Darmstadt expect the merger of Kraftwerke Mainz-Wiesbaden (KMW), and the Darmstadt utility HEAG, to result in doubling of electricity sales for the two utilities. "KMW and HEAG reason that at a time when the large power concerns are trying to increase their market shares, the municipal utilities "are well advised to stick together" to defend their businesses". The  merger may be extended to other cities: "Already the partners are thinking out loud about a potential expansion of their union. It is conceivable, they say, to invite further municipal utilities, such as Stadtwerke Frankfurt or Stadtwerke Offenbach, into the grouping".
The electricity will be partly supplied by from their own generators and partly from purchases in the liberalised market. Indeed, liberalisation was the key motivation for the alliance - the dominant energy company RWE had offered to supply HEAG  with low priced electricity, but this "would have tied HEAG to RWE for 15-20 years: "HEAG explained it was primarily moved by strategic considerations, with its freedom to act in the emerging power markets uppermost on its mind.".

· A complex merger is taking place in Germany between the municipally-owned utilities Badenwerk and EVS, centred around energy. Badenwerk has also bought 20% of Stadtwerke Karlsruhe, and also plans to buy a 12.5% share in a Swiss utility, Elektrowatt. At the same time it is developing a set of telecomms holdings which include partnerships with British Aerospace and Swiss Telecom PTT.
 

· In Helsinki, there has been an industrial dispute over the future of the city's electricity company, Helsinki Energia. The management proposed separating it into smaller structures - the trade unions proposed merging it with another municipal company, Vantaan Energia
.

· The liberalisation of gas and electricity markets in the UK has actually stimulated the re-entry by local authorities and others into a market which had been previously dominated by privatised multinational firms.

C. 
Telecomms

· Netcologne, owned by the municipality of Cologne through its company Koelner stadtwerke, is ready to offer telecomms services in competition with deutsche Telekom from January 1998. Netcologne already offers internet services, and plans to invest DM 300 million in building a combined cable, internet, and telecomms fibre-optic network.  A dozen other municipal German companies are planning a similar strategy. 
 

· Austrian municipally-owned energy and transport companies have set up a consortium called Citykom to compete in the telecomms market. It covers a number of cities including Graz, Linz, Salzburg, and Innsbruck. It aims for 7.5% of the market, and expects to employ 700 people. It is inviting multinationals to bid for 50% of Citykom, which will then be operated as a joint venture.

· Telekabel Wien, which provides cable services in Vienna and a number of other Austrian cities including  Graz, Klagenfurt, Wiener Neustadt and Baden, is a joint venture between Philips Electrical and UIH Inc (USA). Philips is selling its shares to UIH. A number of public enterprises, both state and muncipally-owned, want to buy these shares, because Telekabel is seen as an excellent partner for competing in the newly liberalised telecomms market. Those bidding for shares in Telekabel Wien include: Wiener Stadtwerke, the Vienna city council's utility; Citykom (owned by a consortium of municipalities); tele.ring (a consortium of federal railway Oesterreichische Bundesbahnen, or OBB, and national power distributor Verbund); state-owned Post und Telekom Austria (PTA) 

· AEM Torino - the energy utility whose municipal owner, the city of Turin, is selling shares to a multinational - is considering entering the telecomms market through use of its infrastructure, and even entering the mobile telephony market in collaboration with a local television company.
 

· Maingas AG (which is 62.8% owned by the city of Frankfurt through its utility company Stadtwerke Frankfurt, and 36.2% by Thuega, a subsidiary of  Preussenelektra/Veba) is forming a consortium with other municipal utilities to build a high speed fibre-optic telecoms link linking four cities in the Rhein-Main conurbation, to offer  telecoms services.
  

· RATP, the Paris public transport body, is setting up joint ventures with telecoms companies, using its fibre-optic cable network, to get involved in telecoms services after liberalisation in January 1998.

D. 
Water

· In Italy, Genoa's utility AMGA made an unsuccessful takeover bid for a privately owned water company which operates in the Genoa area, Acquedotto De Ferrari Galliera. The bid was blocked by a consortium of major shareholders, which included multinationals Generale des Eaux (owning 16.58% of shares) and Pirelli  (8.36%) as well as a further 43% held by Italian private investors.
  The bid was part of AMGA's plan to rationalise and restructure the provision of water in Genoa and the surrounding region of Liguria, which is currently divided between a number of public and private utilities, and so AMGA was not interested in a minority investment.

· As well as bidding for a private company, AMGA has also attempted to obtain contracts to run water services in other cities, and set up a joint venture with Ventimiglia (also in the Liguria region).
 This too was resisted by its private sector competitors, who brought a court case attempting to block these activities on the grounds that AMGA could not legally operate outside Genoa. The outcome is unclear. A court ruling on this in May 1997 was suspended for 6 months. The issue is whether the liberalised market for water supply in Italy is to be open only to the multinationals: the chair of AMGA said that if they lost the court case, it "would mean entrusting half of Italy, not to private enterprise but to foreign groups".

· In Hungary, the city of Debrecen considered privatising its water undertaking to a multinational. In the end, it converted the undertaking into a company, which remained 100% owned by the municipality, and raised finance for the necessary investment through a long-term loan.
 This option was clearly cheaper than the alternatives offered by the multinationals. It is an unusual example of competition between public and private undertakings in the water industry: normally (in France, the UK, central and eastern Europe and elsewhere) they are awarded without any public undertaking being considered.

E. 
Rail 

· The municipalities of Heilbronn and Karlsruhe in Germany are building a city railway to connect them. They are investing DM 130m., through the municipal companies
.

· Municipal companies beat Deutsche Bahn (and others) in a tender to run a railway service between Dortmund and Luedenscheid.
 

F. 
Computer services

· Kommunedata is a computer services company owned by the Danish local authority associations. It was set up in 1972. It employs over 2,000 staff, and is one of the biggest IT companies in Denmark. It is the main supplier of IT solutions and services for the public sector, covering healthcare systems, payroll, finance, pensions and procurement. It also does work for the private sector where appropriate, and undertakes international work for the European Commission, sometimes in consortia with private IT companies.

In 1997 it was converted into a limited company. The reason given for this was that "The company is in a market which is characterised by increasing competition, rapid technological development and more comprehensive and individual customer requirements". At the same time Kommunedata is opening its own operations: "Kommunedata will readjust from almost 100% in-house development to becoming a systems integrator where parts of the solution will be supplied by partners or sub-contractors. Kommunedata’s function will thus increasingly involve integration of standard products with field-specific Kommunedata solutions." 

5. 
International

A. 
International activity by public enterprises
As markets have become internationalised, so public enterprises have adapted and are operating beyond their national borders. This mirrors the behaviour of privately owned companies: the French state-owned EdF has expanded worldwide in electricity, alongside the identical growth of the French privately-owned water multinationals Generale des Eaux and Lyonnaise des Eaux. 

The sale of shares or concessions in utilities by an increasing number of countries, for example in Latin America and central and eastern Europe, is usually called 'privatisation', but should more accurately be called 'internationalisation'. The new owner is almost certain to be a multinational company, but it may be publicly or privately owned.

In some cases, there are formal restrictions which prevent public enterprises from operating internationally. The Italian electricity company ENEL, for example, has been unable to take advantage of new markets in central Europe because of such restrictions, and is now forming joint ventures with privately owned multinationals in order to operate. Municipal enterprises may have similar restrictions, even when they have corporate status - Stockholm Water company, for example, is prohibited from operating outside Sweden, although it is very active in offering supportive consultancy services for public enterprises in other countries, especially in central and eastern Europe. 

Energy is the sector where publicly owned enterprises are most active internationally. These include the state-owned companies EdF, Vattenfall, IVO, Statkraft, GdF, Italgas and the Russian giant Gazprom; as well as municipally-owned utilities such as Austria's EVN, and even the German giant RWE, which until the end of 1997 was controlled by a majority vote of municipal shareholders. The cases of energy liberalisation in Sweden, and electricity 'privatisation' in Hungary, are clear illustrations of this (see next section). 

There are also examples of public enterprises operating internationally in other sectors:

· RATP, the state-owned public transport authority for Paris, is bidding to win the concession to run the underground train network of Rio de Janeiro, which is being put out to tender.
 (The electricity utility of Rio de Janeiro has already been sold to a consortium of electricity multinationals led by Electricite de France). It is also bidding as part of a consortium to build and run a rail link over the Tagus, in Portugal.

· Berlin water company Berliner Wasser Betriebe, in a joint venture with the multinational Generale des Eaux, won a competitive tender for the privatisation of Budapest's sewage system in November 1997.

· The utility companies of two Italian cities, AEM Milan and Amga (of Genoa) have formed a joint venture with the Russian company Lengaz to rebuild the methane gas network of St Petersburg (Russia).

· Danish communally-owned waste management companies are actively seeking to win business outside Denmark. They have already started to gain business in Gcrmany, and are seeking contracts from central and eastern Europe.
 

B. 
International restructuring in energy: Sweden 

Swedish electricity provides a rich illustration of all these aspects of economic activity by public enterprises. The Swedish market is being liberalised, and linked up with Finland and Norway. As a result, the various energy companies are preparing to compete by regrouping and consolidating, and foreign-based companies have participated in this process. 

But this liberalisation and internationalisation has not led to privatisation. Nearly all the key players in this market are publicly owned - the state-owned generating companies of Sweden itself (Vattenfall), Finland (IVO), Norway (Statkraft), as well as the ubiquitous EdF (France). The only privately owned electricity company involved is Preussenelektra, a subsidiary of the German group Veba.  The main 'private' electricity companies in Sweden itself - Sydkraft, Gullspang Kraft, and Granige - are now partly or mainly controlled by public enterprises from other countries.


Liberalisation and restructuring of  energy companies in Sweden 1996 - 1997

(M=municipal; P=private; S=state)
	Company
	Parent
	Parent country
	Type
	Percent owned
	Note

	Vattenfall
	State
	Sweden
	S
	100
	

	Sydkraft
	Veba
	Germany
	P
	27.3
	

	
	Statkraft
	Norway
	S
	22
	Statkraft increased share in 1996/97

	Gullspang Kraft
	IVO
	Finland
	S
	50.4
	IVO bought control in 1996

	
	Communes
	Sweden 
	M
	13.8
	

	Stockholm Energi
	Communes
	Sweden
	M
	100
	Has a long-term agreement with IVO

	Granige
	EDF
	France
	S
	51
	EDF bought control in 1996

	
	Sydkraft
	Sweden
	P
	20
	

	Nouukoping Energi
	Vattenfall
	Sweden
	S
	100
	Vattenfall bought control in 1996

	Orebro Energi
	Sydkraft
	Sweden
	P
	100
	Sydkraft bought control in 1997

	
	Communes
	Sweden
	M
	18.9
	

	Svenska Kraftnat
	State
	Sweden
	S
	100
	Transmission grid

	Sydgas
	Sydkraft
	Sweden
	P
	100
	Sole distributor of gas

	Vattenfall Naturgas
	Vattenfall
	Sweden
	S
	51
	Was 100% owned by Vattenfall till 1996

	
	Statoil
	Norway
	S
	14.5
	

	
	Ruhrgas
	Germany
	P
	14.5
	

	
	Neste
	Finland
	S
	10
	

	
	DONG
	Denmark
	S
	10
	


Source: PSPRU database, April 1997

C. 
International restructuring in energy: Hungary

A similar picture emerged when Hungary sold shares in electricity and gas companies at the end of 1995. Some of these were bought by state-owned companies, some by mixed privately- and municipally-owned companies, and some by private ones.

None of the shares were bought by UK or USA private energy companies, reportedly because they thought the projects were too risky and the rate of return too uncertain. Midland Electricity withdrew, saying that  "it was not possible to evaluate the risk under current conditions”.
 The US embassy in Hungary echoed this explanation, saying that uncertainty over future prices was a crucial deterrent to USA companies, and suggesting that the state- or municipally-controlled European companies were less constrained by this.


Hungary's energy privatisation,  Dec 1995

(M=municipal; P=private; PM = mixed private and municipal; S=state)
	Company
	Sector
	Function
	% sold
	Buyer
	Type
	Home Country

	
	
	
	
	
	
	

	MVM
	Elec
	Power
	-
	none
	
	-

	
	
	
	
	
	
	

	Matra
	Elec
	Power
	38%
	RWE-EVS
	PM
	Germany

	Dunamenti
	Elec
	Power
	49%
	Powerfin (Tractebel)
	P
	Belgium

	
	
	
	
	
	
	

	Elmu
	Elec
	Distrib
	46%
	RWE-EVS
	PM
	Germany

	Dedasz
	Elec
	Distrib
	47%
	Bayernwerk (Viag)
	P
	Germany

	Demasz
	Elec
	Distrib
	48%
	EdF
	S
	France

	Edasz
	Elec
	Distrib
	48%
	EdF
	S
	France

	Emasz
	Elec
	Distrib
	49%
	RWE-EVS
	PM
	Germany

	Titasz
	Elec
	Distrib
	49%
	Isar-Amperwerke
	P
	Germany

	
	
	
	
	
	
	

	Degaz
	Gas
	Distrib
	50%
	GdF
	S
	France

	Egaz
	Gas
	Distrib
	50%
	GdF
	S
	France

	Kogaz
	Gas
	Distrib
	50%
	Bayernwerk -EVN
	P/M
	Germany/ Austria

	Tigaz
	Gas
	Distrib
	50%
	Italgas-SNAM
	S
	Italy

	Fogaz
	Gas
	Distrib
	39%
	Ruhrgas-VEW
	P
	Germany

	Ddgaz
	Gas
	Distrib
	
	Ruhrgas-VEW
	P
	Germany


Source: Hungarian government statement, press reports

6. 
Finances

A. 
Bond financing

In most European countries, money borrowed for investment by publicly owned enterprises is not treated as part of government borrowing. This is reflected in the convergence criteria for European monetary union in the Maastricht treaty, which is concerned only with general government financial deficit.
  Under such systems, public enterprises' freedom to raise money for investment is constrained solely by the same commercial considerations which govern private companies' borrowings.

 The exception to this general rule is the UK, which still retains a central government financial control system which uses the PSBR, which includes the borrowing by publicly owned trading enterprises. Investments by such bodies are constrained by the same policies which are designed to curb borrowing to fund social security benefits, for example.

The investment programmes of public transport systems illustrate the different consequences of these régimes 

· The Parisian metro, RATP, is finishing a new metro line, buying 11000 new buses, experimenting with a 'station of the future' and bidding for new concessions in Portugal and Brazil. RATP raises millions through bonds, and has found an innovative way of reducing its debt by  FFR 200million, by a subtle leasing and leaseback arrangement with US pension funds. 

· The municipally run Munich underground is also finding money to invest in new trains.

· The London Underground, however, is constrained from making major investments. Under PSBR rules, privatisation is the only way of enabling the Underground to finance the necessary investment.
 The alternative proposal is to abandon the PSBR, and allow public enterprises to borrow freely, as happens elsewhere in Europe. This view is now supported by the employers association the CBI, which argued  in a report to its annual conference in 1997 that public corporations should in future be able to raise loans on commercial markets in the same way as private companies.

B. 
Credit ratings

When public enterprises borrow money, the interest rates they obtain depend on their credit ratings. These depend on broadly the same range of factors as for private sector companies. These factors may include any implicit or explicit guarantees from governments (or from private sector parent companies), but reports by ratings analysts mainly focus on other factors.

· A survey of utilities' credit ratings in November 1996 by Standard & Poor did not show any general credit advantage for privately owned companies as compared with public enterprises. The contrast between European and North American operations was much more marked than any public/private contrast.


Energy companies: some comparative credit ratings November 1996

	Company
	Country
	Ownership
	Corporate credit rating
	Basis

	
	
	
	
	

	CEZ
	Czech republic
	S (67%)
	BBB+
	

	EDF
	France
	S
	AAA
	

	National Grid
	UK
	P
	AA+
	

	National Power
	UK
	P
	A+
	

	Public Power Corporation
	Greece
	S
	BBB-
	

	Vattenfall
	Sweden
	S
	AA
	

	Veba
	Germany
	P
	AA+
	

	Verbund
	Austria
	S (51%)
	AA+
	

	
	
	
	
	

	AES
	USA
	P
	BB
	

	BC Hydro
	Canada
	S
	AA+
	SUD

	Calenergy
	USA
	P
	BB
	SD

	Edison Mission Energy
	USA
	P
	BBB+
	SD

	Enron
	USA
	P
	BBB+
	

	Entergy Louisiana
	USA
	P
	BBB
	SSD

	Georgia Power
	USA
	P
	A+
	SSD

	Houston Industries
	USA
	P
	A-
	SUD

	Pacificorp
	USA
	P
	A
	SSD

	Utilicorp
	USA
	P
	BBB
	SSD


Source: Standard & Poor's Credit Review November 1996

· Yorkshire Electricity's corporate credit rating was downgraded to BBB+ in November 1997 by Standard and Poor, because of the burden of debt it has had to service since its takeover by US companies. S&P give the same BBB+ rating to CEZ, the Czech republic's electricity company, which is still 67% owned by the Czech state. The reasons for this rating for CEZ include the company's investment programme, its long-term supply agreements, sound operations and satisfactory financial position - all mentioned before its national role and supportive government relations.

· Public authorities themselves may compare favourably with privately owned enterprises. In mid-1996 the credit ratings of states and municipal authorities in central and eastern Europe were at least as good as the rating of a Franco-American water multinational which was given the contract to redevelop Bosnia's water supply system.


Selected public and private credit ratings in Central Europe May 1996

(source: Standard & Poor)

	Organisation
	Type
	Credit rating

	Ostrava
	Local authority, Czech republic
	A/A-1

	Slovakia
	National Government
	BBB-

	Romania
	National government
	BB-

	AWT *
	USA company, won water contracts in Bosnia 1996
	BB-/B


*42% owned by Generale des Eaux.

C. 
Public sector equity, risk and guarantees

Capital injections may be made by public authorities themselves. In Austria, the Vienna city council has provided 5 billion schillings (about $400m) for its utility Wiener Stadtwerke to acquire shares in other energy companies.

More commonly, however, the public sector effectively underwrites the risks of investments by providing guarantees. This is not restricted to publicly owned enterprises - such guarantees are commonplace in schemes from PFI projects in the UK to power plant investment in Poland. 
 

· Waste-to-energy plants provide a good illustration of the centrality of public sector guarantees to the viability of investment. Waste Management Inc, the world's largest waste multinational, recently sold their modern incineration plant in Hamm, Germany. It was unable to operate sufficiently profitably because another local authority run incinerator was given preference for waste material until it was operating at capacity, and so Hamm was frequently under-utilised. It was finally sold to a consortium of local authorities and a private company, VEW.
 Ironically, Waste Management itself has been a beneficiary of this local preference approach in the USA. Broward County, Florida,  has been sued by waste disposal companies because they insist that all waste must be taken to  county incinerators - which were built, and are run by, Waste Management Inc.

D.
Budgetary gain, not efficiencies, from privatisation

It is often assumed that the sale of public enterprises reflects financial or operational problems with the enterprise itself, and therefore that the spread of these sales indicates a fundamental weakness in public enterprises. However, in practice such sales often reflect a wish by the owning authority to resolve some immediate financial problems of its own budget by selling profitable enterprises. This is similar to the motive of private shareholders who sell their shares.

· This motive is clear in one of the largest recent sales of a publicly owned utility was by the city of Berlin, which has a huge budgetary deficit. In order to deal with this, it has sold its electricity utility Bewag, and is in the process of selling its water and gas utilities, both of which are profitable. 

By contrast, France has found the revenues of its state-owned industries a source of finance to improve its budgetary position. Electricité de France (EDF) regularly pays dividends to the French state, and in 1997 the new French government was hoping to be able to considerably increase the revenues from EdF.

Privatisation itself cannot be expected to improve efficiency. An empirical study of energy companies worldwide concluded that there is no significant difference in efficiency between publicly and privately owned electricity companies. For generation, the results provided "strong empirical support for the view that, given the technology employed, IOUs [privately-owned plants] and MUNIs [publicly-owned plants] were being operated equally efficiently". In transmission and distribution, the conclusion again was that there was "no significant difference in technical efficiency between the two ownership types" 

A specific analysis of the UK energy privatisation found that privatisation resulted in cost reductions of between £6 billion and £11.9 billion, mainly due to the reduction in jobs. However, prices did not fall as fast as costs, because profits increased to such an extent that "the shareholders benefit by more than the total net benefit". None of the savings ever reached the consumers, who lost between £1.3billion and £4.4billion as a result: "Power purchasers seem to be paying higher prices than they would have under continued public ownership". 

7. 
Social objectives 

Public enterprises can be more responsive to the needs of environmental and social policies than privately owned companies. Modern ‘independent’ public enterprises with company status are however likely to expect quantified compensation for such requirements if they impose extra costs.

A. 
Environment

· The Paris regional transport authority RATP is buying 1,100 new buses, some of which will probably use natural gas rather than diesel, in accordance with government wishes to reduce pollution.
 In October 1997, the organisation provided free travel for a day when the pollution levels in Paris reached dangerous levels, in order to help cut the number of cars in the city.

· In 1997 the Swedish government decided to phase out nuclear power stations, and started by closing an old one which was close to Denmark. This was owned by the private company Sydkraft, however, so the government ordered Vattenfall, the state-owned electricity company, to give another power station to Sydkraft in compensation. It also ordered Vattenfall to intensify research into alternative fuels. Proposals for a partial privatisation of  Vattenfall were then shelved.

B. 
Jobs

· RATP announced in September 1997 that it will employ an extra 1,000 people over the next three years.
 The company is clearly identifying the separate cost of this employment initiative.

· French national railways SNCF are also going to employ an extra 1,000 young people over the next few years.

Conclusions

A. General

· Public enterprises in the EU do not conform to the neo-liberal view that they are uncompetitive, inflexible, financially undisciplined, and mismanaged monopolies, being inexorably eliminated by the final solution of privatisation.

· Many are profitable, dynamic organisations, actively involved in the restructuring of major sectors of the economy. They are operating internationally, competing with - and co-operating with - privately owned enterprises on level terms. 

· The structural form of the independent plc provides public enterprises with the same commercial and financial disciplines and freedoms as privately owned companies.

· Privatisation of public enterprises is not as widespread as is sometimes assumed. It may be more accurate to consider sale of shares as just one aspect of a general restructuring process going on in these sectors. 

· Restrictions on the commercial freedom of public enterprises would have a seriously anti-competitive effect in the liberalising utilities sector.

B. For the UK

The UK is unusual in Europe for its lack of public enterprises, and the limitations of those that exist. This is the result of a number of factors:

· The PSBR rules restricting commercial investment by state-owned industries

· Discouragement of municipal enterprise by legislation from 1970 onwards

· Major services such as electricity and water being removed from local authorities at an early date

· Sale of publicly-owned enterprises from 1980 onwards

The evidence of public enterprises operating within the EU as successful commercial entities shows that there is an alternative to the present stark choice between the restrictions of a PSBR regime and privatisation. 

The two key measures to bring the UK's law into line with European practice would seem to be 

· removal of the political restrictions on borrowing by public enterprises (the PSBR rules), and 

· introduction of a general competence for public authorities to own trading enterprises. 

The experience so far of the internationalisation and liberalisation of the electricity industry in Europe is that the privatised UK companies have made relatively little impact, compared with public enterprises such as EdF, IVO and Vattenfall. The UK's generation duopoly, Powergen and National Power, have no presence in Scandinavia at all, for example.

� 'Public Undertakings and Public Service Activities in the European Union': European Parliament, Directorate-General for Research, Economic Affairs series W-21 (May 1996)


�  The classification is based on the European parliament study (see note 1), with the addition of waste management


� "Early in 1997, a Russian-Swiss joint venture will be established in Nizhny Novgorod to produce ozone generators and water ozonization modules. According to Vladimir Gorin, vice governor of the city, the joint venture will include the VODOKANAL municipal enterprise and the Swiss OZONIA INTERNATIONAL incorporated into OZONIA AG. The JV's authorized capital will amount to Dollars 240,000. The controlling interest will be held by the Swiss company, while Russia will own a 49% stake in the venture. With 1,000 employees, the joint venture is expected to turn out roughly 20 ozone generators and ozonization modules worth Dollars 15m-20m per year" (Izvestia 6/11/96)


� "The [French] government ….said it planned a reform of the ownership structure of assets used for the transport of energy, mainly the high-tension lines. EdF up to now leased the lines from the state but it will futurely own the lines. This transaction will be purely legal and there will be no payments made. The change was included in the 'contract-plan' for 1997-2000 signed with the state in February. A result of this is that the group will get assets on its balance sheet and evolve towards a 'normal' company status. It will be subject to normal corporate law and pay corporate taxes - which were raised to 41.6 percent in July by the new Socialist-led government. Up to now, the state asked for contributions from EdF depending on its need for funds. The new contract-plan stipulates that the state, as owner, will get five percent of the capital injections up to 1997 and a dividend of 40 percent of the accounting profit. On top of that, the state will receive corporate tax. For the year 1996, this would have given 5.6 billion francs made up of five percent of 36 billion in capital injections, 40 percent of profit in dividend and 41.6 percent in corporate tax" (Reuters 19/8/1997)


� "Organisational developments which may lead to broad cooperation in the electricity industry may augur changes for Vienna's municipal utility and the city's gas activities. The present structure of Wiener Stadtwerke, responsible for electricity, public transport and burials as well as gas, is that of a department and it has no overriding authority of its own. For some time, various political groups have called on the city to reorganise Stadtwerke into one or more organisations with legal status; all that has happened is that the city has redesignated the operative units such as


WienGas for gas operations, WienStrom for electricity. EU pressures for market deregulation are likely finally to bring about the reorganisation. Stadtwerke has agreed to participate in a consortium which will bid for a 24.5% share in Obersterreichische Kraftwerke (OKA), the Upper Austrian regional utility (IGR 325/17), but to do so expeditiously would


require a legal form less broad than that of a city department. While the city would retain control over a reorganised utility, the separate departments - at least gas and electricity - would probably be set up as individual corporations with attendant privatisation potential. A target date of 1998 has been suggested for the move. (International Gas Report 5/9/97)


� PSPRU "Privatisation of Health Services across Europe"  Report for PSI/EPSU: September 1997


� Il Sole 15 Feb 1997


�  " Genoa utility Azienda Mediterranea Gas e Acqua (AMGA, the Genoa municipal gas and water utility) successfully completed the sale of 151 million ordinary shares at the beginning of October, winning the honour of being the first major Italian city utility to be partially privatized. Demand was substantial: in the initial public offering there were just over 37,000 applicants (500 employees, 2,600 users and 34,000 general public) seeking 174.4 million shares. The institutional offering attracted 201 applicants who applied for almost 394 million shares. With total demand for 569m shares, AMGA's offering was heavily over-subscribed. The Genoa city authorities, who were advised by Banque Paribas, raised about L200 billion (USDollars 130 million) from the operation and decided, in agreement with global coordinators Mediobanca, that 60 million shares (the minimum indicated in the prospectus) should be allocated to the public offering and the remaining 91 million to institutional applicants. Making use of the greenshoe, the AMGA serves 300,000 users and had total revenues of L250 billion (Dollars 163 million) last year, against L225 billion (Dollars 147 million) in 1994, and made net profit of L31 billion (L28 billion in 1994). At 30 June, the company was able to report L22 billion profit (Dollars 14 million) on sales revenues of L168 billion (Dollars 109 million). Its main source of revenues is gas, which accounted for L188 billion last year: water supply generated L27 billion, district heating L17 billion and waste water treatment L12 billion.The first move towards the partial privatization was made in May 1995 when Genoa's city council decided to establish a joint stock corporation that would take over the assets and operations of the city's gas and water utility. The transformation into joint stock corporation was made at the end of last year." (Privatisation International, November 1996)


� "Roland Hartung, head of Mannheimer Versorgungs- und Verkehrs GmbH (MVV), says that no official decision has been taken on the matter of a part-privatisation of MVV subsidiaries Stadtwerke Mannheim AG (SMA) and Energie- und Wasserwerke Rhein-Neckar AG (RHE). However, he is keen to be able to finance expansion beyond the Mannheim municipal area. He stresses that whatever happens, the city will continue to have a majority interest in MVV. In 1995/96, SMA and RHE posted net profits of DM 69m on turnover of DM 1bn" (Handelsblatt 21 Feb 1997)





�  German Brief 30 March 1994


� "Milan city gas and electricity authority AEM, itself earmarked for privatisation, said it has teamed up with Swiss utility Atel in a joint bid to take part in the privatisation of Turin's AEM Torino utility. Milan's AEM SpA said it had joined with Atel to compete with the other 30 plus groups, many of them US-based, for the 43 percent stake in AEM Torino being sold by the Turin city council. In the last few weeks, bids announced include those of Italian electricity producer Sondel teamed up with Germany's RWE Energie, and a joint bid from Italian electricity producer Edison, Electricite de France and Italian holding company Ifi" (Reuters  4/11/1997)





� "Stadtwerke Bremen AG believes it can be competitive in deregulated European energy markets through rationalisation and diversification. The utility wants to reduce its workforce to 2,050 from the current 2,600 by 2010. It also hopes to double, at least, its return on capital of 3%. Last year, Veba, Ruhrgas and Powerfin secured a combined stake of nearly 50%; the rest is held by the Bremen authorities. Stadtwerke Bremen itself has minority stakes in Harzwasserwerke and Bremische Gesellschaft fuer Stadtentwicklung, -erneuerung and Wohnungsbau. The management board says new subsidiary Thermokomfort exceeded expectations in 1996 and 1997. Investment exceeded depreciation for the first time in many years - DM 171m against DM 154m. Turnover, adjusted for the 'coal penny' surcharge, reached DM 1.31bn (1.30bn). Ordinary operating profits increased to DM 74.6m (44.5m) despite a concession back-payment. From the year-end surplus of DM 42.1m (33.1m), some DM 8m (4m) was transferred to reserves. The rest is being paid as a dividend." (Handelsblatt 19 June 1997).





� "Badenwerk AG of Karlsruhe has acquired a 20% stake in Stadtwerke Karlsruhe GmbH. A further 10% was acquired by Essen based Ruhrgas AG. Karlsruhe municipal authorities control the remaining 70% stake in the new utility. Badenwerk has the option to increase its stake to 25.1%." (Handlesblatt 9 July 1997)





�  "Citykom - the telecommunications consortium of municipal power and transport utilities in the cities of Graz, Linz, Salzburg, Innsbruck, Wels, Klagenfurt and Kapfenberg - is to select an international partner ….The future foreign partner will have a 50% stake " (Die Presse 21/10/97)





� FT 25 September 1997, German Brief 22 August 1997.


� "Italian water company Eniaqua, a subsidiary of Italian energy state holding Eni, signed an agreement yesterday with Generale des Eaux' subsidiary Otv and Italian regional water company Romagna Acque. The three companies are to cooperate on a number of industrial projects for the production, distribution, and depuration of water. The agreement was signed partly in view of forthcoming changes in the corporate structure of Romagna Acque, which has recently become a public limited company, with a capital of L673 billion." (Il Sole 19/9/96)


�  Il Sole, 27 August 1997


�  "Rome's city authorities and supporters of privatization were given the result for which they hoped by the local consultative referenda held on 15 June. The capital's citizens were asked to say whether they were in favour of: * the privatization of the Centrale del Latte (city dairy) by means of its transformation from azienda speciale (special firm) into a joint stock corporation and * the privatization of the electricity and water utility ACEA by means of its transformation from special firm into a joint stock corporation.


An explanatory brochure, giving details of the city council's decisions concerning the dairy and ACEA, was prepared by the Comune di Roma and widely distributed in the city before the referenda. The dairy's privatization project was approved in July last year, after lengthy discussions and evaluation of alternatives. J.P. Morgan had been appointed adviser in November 1995. The key decision on ACEA was made in March this year, following recommendations in a report presented by advisers SBC Warburg and IMI in July last year. The two investment banks had been appointed in July 1995.


The proposals to transform the dairy and ACEA into joint stock corporations and then privatize them encountered strong and active opposition both from the unreformed communists, Partito Rifondazione Comunista, the neo-fascist Alleanza Nazionale as well as from the right-wing party Forza Italia. In spite of an apparent lack of campaign effort by privatization's centre-left supporters, their position was upheld at the ballot box.


Almost 35% of the electorate cast their votes, comfortably exceeding the 25% quorum. In the vote on the dairy, 50.6% voted in favour of change. The margin favouring ACEA's corporate transformation and privatization was rather greater, 52.05% against 47.95%. Rome's mayor Francesco Rutelli described the outcome as a victory that ensures that the two city-owned firms will be modernised. Rutelli noted that opponents to the proposed changes enjoyed a 60-40 advantage on paper.


Offers for the dairy had been presented before the referenda took place and a short list of four contenders drawn up: Cirio and Ariete Fattoria Latte Sano, together with two consortia, one headed by Granarolo and including Banca Commerciale Italiana and Efibanca, and the other headed by Parmalat and including the Florence dairy and the Cassa di Risparmio di Prato. The city authorities were expecting that the city council would vote its approval of the new owner in the first half of July. Under the dairy's privatization scheme, 75% of the share capital will be sold to the new owner and 20% to dairy farmers in the Lazio region, while 5% will be kept by the city.


As for ACEA, Rome's council is awaiting the valuation of the utility's assets by the civil court, a necessary step for establishing a joint stock corporation. The results of the valuation are expected in July or August.


Initially, 95% of ACEA's share capital will be kept by the city authorities and the remaining 5% by the city refuse company. Following the privatization that is now expected to happen next year, 49% of the share capital will be sold and 51% retained by the Comune di Roma.


* Through its Risorse per Roma real estate company, the Comune di Roma has announced the sale by public auction of another portfolio of properties, mostly shops and offices in the Italian capital's historic centre. All except one have sitting tenants. The properties include a 48 sq m fifth floor studio apartment in Piazza Navona which has a lowest bid price of L236 million (about Dollars 140,000) and a 2,053sq m garage in Via Latina for which opening bids are set at L2,053 million." (Privatisation International July 1997)





�    La Vanguardia 28/6/97


� "The Privatisation Network" (PSPRU 1996).


� For details of how public sector alternatives are often ignored during privatisations, and of the success rates of public enterprises when they are allowed to compete against private companies,  see "The Privatisation Network" (PSPRU 1996). A revised and updated edition is expected to be published in early 1998.


�  Der Standard 29/10/97


� "A new alliance appears to be taking shape in the Austrian electricity sector. Hans Haider, management board spokesman of national grid operator Oesterreichische Elektrizitaetswirtschafts-AG (Verbund), said that the consortium of Verbund and regional utilities Wiener Stadtwerke and Energieversorgung Niederoesterreich AG (EVN) was of 'growth-oriented quality'. The consortium was originally established for the purpose of bidding for a stake in Upper Austrian regional power distributor Oberoesterreichische Kraftwerke AG (OKA).


If the above bid succeeds, it will also guarantee the partners a presence in Salzburg province, since OKA holds a stake in Salzburger Aktiengesellschaft fuer Energiewirtschaft (SAFE). Furthermore, the consortium is bidding for the shares in Energie Steiermark which are being offered for sale by the Styria provincial government. If this second bid is accepted as well, Verbund, Wiener Stadtwerke and EVN will collectively control electricity production and distribution in seven of Austria's nine provinces, ie, excluding Tirol (Tyrol) and Vorarlberg. During yesterday's press conference to unveil Verbund's 1997 first-half results, Haider declined to comment on speculation that the partners in the consortium intend to acquire mutual share stakes. The alliance is a response to the forthcoming deregulation of the Austrian electricity industry. Board member Johann Sereinig said that Verbund was already under pressure from industrial customers who will be permitted a choice of supplier following deregulation. For 1997 as a whole, Verbund is targeting pretax profits in line with last year's figure of Sch 1.52bn. Since 1993, Verbund has reduced its workforce by 16% to 4,470." (Die Presse 3 September 1997)





�  "Vienna utilities company Wiener Stadtwerke has bought a five percent stake in Austrian national grid company Verbund, Verbund said in a statement to the stock exchange. Last month Verbund reported a rise in 1996 net profit to 1.79 billion schillings from 1.3 billion in 1995. Verbund shares closed three percent weaker at 900 schillings on Tuesday." (Reuters 28 Oct 1997)





�  "The paper states that speculation on a merger  between the public companies Statoil and  Statkraft in Norway increases, and if this  materialises as a solid fact, the Norwegian  Government would remain in control of a fully fledged energy company with a strong position  on its chosen market outside the EU, evaluated  at some 200 billion SEK (around 27 billion USDollars).  Meanwhile, the Government of Finland is said  to consider to merge Neste with Imatran Voima,  making for a national actor with 80 - 90  billion SEK (up to around 12 billion USDollars ) size.   New market actors with access to both natural  gas and other energy sources emerge. Sweden has  no answer to the Norwegian or Finnish strategy,  as Vattenfall only holds 51 percent in the  Naturgas company, in which Statoil holds 14,7  and Neste 10 percent. But Sweden can rely on  its Nordic neighbours, and doesn't need any gas production capacity of its own. Rather than  choosing EU partners, Vattenfall could opt for  an alliance with Statkraft/Statoil and purchase extra gas from Finland, when needed.   Meanwhile, Preussen Elektra now holds 18  percent in Sydkraft, and Germany might one day  become an important market for Norwegian gas.  Statkraft holds 17 percent in Sydkraft and 20 percent in Graninge, which in turn holds 14  percent in Gullspang, in which IVO/Neste holds  60 percent (virtually making Gullspang a "sales  outlet" for power from Finland). To complicate  matters further, Preussen Elektra has a 13  percent corner in Graninge, but the latest  plans on the Nordic energy market might well  make the Nordic area self-sufficient and independent of outside energy supplies in the  future, and even become a producer region,  rather than a consumption one." (Dagens Industri 26/9/1997)


�  "Milan city gas and electricity authority AEM, itself earmarked for privatisation, said it has teamed up with Swiss utility Atel in a joint bid to take part in the privatisation of Turin's AEM Torino utility. Milan's AEM SpA said it had joined with Atel to compete with the other 30 plus groups, many of them US-based, for the 43 percent stake in AEM Torino being sold by the Turin city council. In the last few weeks, bids announced include those of Italian electricity producer Sondel teamed up with Germany's RWE Energie, and a joint bid from Italian electricity producer Edison, Electricite de France and Italian holding company Ifil" (Reuters 4 November 1997).





� "Municipal utilities claim merger points way forward in liberalised market 


A marked improvement in market positions is what Kraftwerke Mainz-Wiesbaden (KMW), the municipal utility servicing the two neighbouring cities of Mainz and Wiesbaden, and Darmstadt utility HEAG expect from the close cooperation they have now agreed on. HEAG will become the third partner in KMW and take over a more than 33.3% stake. The new alliance will supply 20% of the state of Hesse's electricity requirement and 2% of total German power consumption.


The agreement was reached after "considerable disruptive efforts", according to the cities' mayors, on the part of Germany's largest power generator RWE Energie. The news has been widely welcomed by environmental and municipal organisations as a "cornerstone of communal energy supply". The town's mayors explained that the "epochal decision to concentrate forces" is to pave the municipal utilities' independent way in the competitive environment about to arise in the EU electricity industry. Key element The key element of the agreement is the construction of a joint gas and steam turbine-driven combined cycle 360 MW power station, of which HEAG will use half the power generated. So far, HEAG has bought nearly 100% of the power it distributes from RWE. RWE nearly succeeded in preventing the new partners' alliance. According to Wiesbaden's mayor Achim Exner, it tried to drive a wedge between the partners by "making HEAG a dumping offer for exactly that volume of electricity it will receive from the new plant." RWE allegedly also tried to get the partners to downsize the capacity of the new power station. RWE confirms it did indeed make an offer to HEAG, explaining any generator would try to keep its customers in view of the fiercer competition to come with the deregulation of the market. HEAG, for its part, hopes its decision to throw in its lot with KMW will pay off, despite the "very good offers" by RWE. The latter would, however, have tied HEAG to RWE for 15-20 years. HEAG explained it was primarily moved by strategic considerations, with its freedom to act in the emerging power markets uppermost on its mind.


Sales to double The supply area of the three municipal partners together covers 2,700 sqm and has 1.5m inhabitants. Consequently, electricity sales are expected to double to roughly 8 TWh/yr. KMW's already existing gas-fired 350 MW combined cycle power station at Ingelheimer Aue, together with the new plant to be built close by at the same location, will meet roughly 50% of demand. The rest is to be bought from third parties, with such purchases to be negotiated only jointly "as of now". When the new plant comes on stream, scheduled for 2000, KMW will take three old coal-fired units, with a capacity of 100 MW each, off line. That a municipal grouping has shown itself powerful enough to confront a power giant will be a signal for the whole of Germany, according to KMW and HEAG. They are convinced that their "marriage" gives them the chance to become true "negotiating partners" with the large electricity suppliers.


RWE grids They added that they will surely also in future take deliveries from RWE, however, not exclusively. "RWE will only be one of many possible suppliers." In fact, there is good reason why their connection with RWE cannot end completely: RWE owns all the grids the Hesse suppliers need to rent to transport power. Already the partners are thinking out loud about a potential expansion of their union. It is conceivable, they say, to invite further municipal utilities, such as Stadtwerke Frankfurt or Stadtwerke Offenbach, into the grouping. This would not necessarily mean setting up a joint supply company: it would be sufficient to organise power purchases jointly, for instance. KMW and HEAG reason that at a time when the large power concerns are trying to increase their market shares, the municipal utilities "are well advised to stick together" to defend their businesses." (FT Bus Rep 13 October 1997)


�  "The chairman of Badenwerk AG (Karlsruhe), Gerhard Goll, has recommended speedy privatisation once the company has been merged with Energie-Versorgung Schwaben Holding AG (EVS) with a view to improving earnings. Presenting results, Goll said yesterday that Badenwerk's portfolio of holdings, with the focus on telecoms, would be restructured this autumn. A stake in STN Atlas Elektronik GmbH (Bremen) could feature in this, he said. If the federal cartels office gives the green light, Badenwerk will take a 25% stake in STN Atlas. The latter's other partners are Rheinmetall AG (26%) and British Aerospace (49%). Badenwerk could pay around DM 140m for its stake. Last year, Badenwerk upped its stake in KIH Kommunikations Industrie Holding AG (Ettlingen) in which Badenwerk has hitherto grouped its telecoms activities. Badenwerk now holds 81.1% (70.47%) of KIH's ordinary share capital and 10.3% of its preference share capital. KIH cooperates with STN Atlas. Badenwerk's telecoms business was strengthened by its alliance with Swiss Telecom PTT (Berne). The latter has a 50% stake in CNS, the telecoms subsidiary of Badenwerk and EVS. Badenwerk has declared its intention to acquire stakes in municipal power utilities. It is seeking a 27% stake in Stadtwerke Karlsruhe. Goll has put the cost of the planned 12.5% stake in Zurich-based Elektrowatt AG's power business at between DM 250m and DM 500m. Badenwerk AG lifted turnover by 2.7% to DM 3.15bn (3.06bn) in 1996. Ordinary operating profit nearly doubled, reaching DM 181.1m (97.1m). The year-end surplus was DM 88.4m (81.2m). An unchanged dividend of DM 8.75 per DM 50 share is being paid. The problem units were Kreutler GmbH, which suffered DM 4m losses, and U-plus Umweltservice AG, which recorded losses of DM 8.3m. Badenwerk has a 40.1% stake in U-plus which was formed last year as a result of the merger of Useg Umweltservice GmbH and Evas GmbH. Meanwhile, Goll has reacted coolly to an invitation made by Rheinmetall AG suggesting that Badenwerk participate in its capital increase." Handelsblatt 28 May 1997     





� "The workers of Helsingin Energia who belong to the labor union of municipal workers are preparing for a strike in protest against the plan to split the municipal company into several incorporated companies. Staff representative Reijo Kaunonen says the employees are opposed to the plans, as they do not expect the reform to boost revenue. According to staff, incorporating the company would also weaken job security. Instead, the employees are in support of cooperation with Vantaan Energia, <the electricity company of Vantaa>." (Kansan Uutiset 22/4/97)





� Frankfurter Allgemeine Zeitung 31/10/97


�  "NetCologne will expand its Internet services next week and launch 'Columbus', an online city guide that offers access to government services and local businesses and entertainment. It already offers local customers Internet access, electronic mail, a home page on the World Wide Web, Internet-based phone services, as well as corporate network services. Its home page on the Web is http://www.NetCologne.de.  It plans to invest 300 million marks (Dollars 191.6 million) over the next 10 years to expand its local network to cover the city centre, outlying industry and eventually the entire greater Cologne region. Its strategy is to build out a so-called 'full service network' - high-speed optical fibre lines that make it possible to merge cable television, Internet and basic telephone services in one network…..NetCologne is just one of over a dozen city networks that are entering the local communications market to offer basic phone service, corporate networks, Internet access and cable television. The city networks often have substantial local networks that will allow them to take on Telekom in a door-to-door battle for local customers. They could also dove-tail with long-distance networks of bigger players in strategic partnerships and have a significant impact on Telekom.  'It is our goal is to be able to offer comprehensive and quality telephone services on January 1, 1998,' Hanf said.  NetCologne is owned by three municipal companies: utility Gas-, Elektrizitaets- und Wasserwerke AG, largest shareholder with 64.9 percent, and Cologne banks Stadtsparkasse, 25.1 percent, and Kreissparkasse, 10 percent……" (Reuters 7/1/97)





� "Citykom - the telecommunications consortium of municipal power and transport utilities in the cities of Graz, Linz, Salzburg, Innsbruck, Wels, Klagenfurt and Kapfenberg - is to select an international partner from the fixed network sector this week. Three European companies have been shortlisted, according to Joern Kaniak, Citykom's managing director and management board chairman of Salzburger Stadtwerke. The future foreign partner will have a 50% stake in Citykom. The competitor to Post & Telekom Austria will start operating on January 1 1998, by which time it will have been converted into a holding. Its name and legal form will be agreed with the foreign partner. Citykom will launch a corporate telephone service in mid-1998. It has targeted a 7.5% share of the domestic telecoms market by 2004. Annual turnover will be around Sch 2.5bn (Euros 180m). There will be some 700 employees." (Die Presse 21/10/1997)





� "Vienna-based regional power utility Wienstrom, insurer Wiener Staedtische Allgemeine Versicherung and Bank Austria are targeting a stake in cable television network operator Telekabel Wien. The partners are bidding for the 50% stake in Telekabel currently held by Dutch electronics concern Philips. The remainder of Telekabel's share capital is controlled by US group United International Holdings (UIH), which has the right of first refusal on the other 50% stake in the event of its disposal by Philips. The strong interest in Telekabel is attributable to the fact that it operates cable TV networks in several Austrian cities. It numbers 375,000 subscriber households in Vienna alone and is regarded as a potential partner following the deregulation of the market for fixed network telephone services in approximately three and a half months' time" (Die Presse 6/9/97).





"Telekabel Wien, Austria's largest cable television network operator, is currently being wooed on all sides by the major existing and potential players on the domestic telecommunications market. Telekabel spokesman Martin Wilfing confirmed that talks were currently under way with United Telecom Austria (UTA), tele. ring (a consortium of federal railway Oesterreichische Bundesbahnen, or OBB, and national power distributor Verbund), Citykom, state-owned Post und Telekom Austria (PTA), Vienna municipal electricity utility Wiener Stadtwerke and several foreign telecommunications concerns.


Telekabel Wien does not plan to finalise a cooperation agreement until autumn 1997, however. It nevertheless aims to participate on the deregulated market for conventional fixed telephone services from January 1 1998. Wilfing dismissed reports that tele. ring was to acquire a stake in Telekabel Wien as inaccurate. Telekabel Wien serves 375,000 subscribers in the Austrian federal capital, equivalent to market penetration of 70%. It aims to increase penetration to 85% in the next ten years. Including its operations in Graz, Klagenfurt, Wiener Neustadt and Baden, Telekabel numbers a total of 430,000 subscribers. Turnover in 1996 rose to Sch 985m (1995: Sch 942m). Formerly a subsidiary of Dutch electronics concern Philips, Telekabel Wien is currently 95% owned by UPC, a 50:50 joint venture between Philips and United International Holdings (UIH) of Denver, Colorado. Philips intends to withdraw totally from the joint venture this summer and to cede its stake to its US partner, however. The remaining 5% of Telekabel Wien's share capital is owned by the Vienna municipal authorities (Die Presse 9/6/1997)





�  "Turin's municipal gas and electricity utility AEM said it was weighing up the possibility of diversifying into the telecommunications business. The company, which is in the process of being privatised, said in a statement it was 'exploring the possibility of using its assets (lines, cables, tubes, cabins etc) with the aim of establishing a presence in the telecommunications sector, even with reference to mobile telephony.' AEM was holding talks with a local television company, Videogruppo, with a view to using cordless phone technologies as a basis for a service." (Reuters 6 Nov 1997)





� "Maingas AG, the German regional gas company, increased its net profit to DM 39.6 million in 1996, compared to DM 4.2 million in 1995. The company increased its turnover by DM 79.2 million to DM 859.4 million in 1996. After deduction of DM 12 million for reserves, the company will distribute 62.8 per cent of its 1996 net profit to Stadtwerke Frankfurt GmbH, the


regional energy company, 36.2 per cent to the German company Thuga AG, and one per cent to its 1,500 small shareholders. Dividend is unchanged at DM 10per each DM 50 share. Maingas has announced its plans to merge with Stadtwerke Frankfurt GmbH." (Frankfurter Allgemeine Zeitung, 23 July 1997)


"Maingas AG (Frankfurt) hopes to set up a telecoms company in partnership with Stadtwerke Frankfurt, Gas-Union and four other utilities in Mainz, Offenbach and Wiesbaden this year. Chairman Dr Heinrich Stiens said at the balance sheet conference that the new venture would establish a high-speed network between these cities and would make use of fibre-optic capacity and the infrastructure of the partners. Clients would be primarily future Deutsche Telecom competitors which require


cost-efficient regional communications links in the Rhine-Main conurbation. Dr Stiens said a decision had yet to be made on whether Maingas would offer telecoms services to the end consumer and if this were to happen who its partners would be.


Maingas is owned by Stadtwerke Frankfurt (62.8%) and Thuega (36.2%). (BOERSEN ZEITUNG 23 Jul 97)





� "Paris metro and bus transport company RATP said on Tuesday it was launching its Telcite telecoms subsidiary with a series of agreements with telecommunications operators. The Regie Autonome des Transports Parisiens (RATP) owns over 1,000 km of fibre-optic cable in Paris and the central Ile-de-France region which it can rent out as a so-called alternative infrastructure to telecoms operators. RATP said it had signed deals with Bouygues Telecom, Cegetel as well as MFS/Worldcom." (Reuters 1/4/97).





� "Pirelli and Compagnie Generale des Eaux, both shareholders in Acquedotto De Ferrari Galliera, have put together a blocking syndicate controlling 68.78% of the water company's capital. The grouping's aim is to block the public bid launched on 20 June on 70% of De Ferrari Galliera's ordinary shares by Genoan utility AMGA. Following several days of contacts and secret negotiations, De Ferrari Galliera's main shareholders went on the offensive by signing up to an agreement which put the company securely in their grasp until 2003. The deal is renewable every six years thereafter. The agreement will be monitored by a triumvirate composed of Generale des Eaux' Jacques Philippe and De Ferrari Galliera's vice-chairman and managing director, Giovanni Delle Piane and Beppe Anfossi respectively. Generale des Eaux put its 16.58% stake in the pact; Rimorchiatori Riuniti its 15%, Pirelli its 8.36%, the Parodi family their 5%, other minority stakes an overall 18% and the Anfossi family their 5%. A further 5% owned by the Anfossi family is not part of the pact. The decision by De Ferrari Galliera's main shareholders to form the pact came at a time when AMGA's public bid was about to enter its final stage. So far 883,933 shares have been made available, equal to 5.64% of the offer, which is targeting 15,663,797 ordinary shares. AMGA is offering L6,700 per De Ferrari Galliera share." (Il Sole 5 July 199)








� "Genoa's water and gas utility Amga, which is 51% controlled by the municipal authority, has decided against acquiring the shares in Acquedotto De Ferrari Galliera which were offered for sale during the aborted public bid. These shares represent 11.1% of De Ferrari Galliera's capital. Amga says it has no plans to invest in a shareholding of an essentially financial character, when its original intention was to unify the management of Genoa's water services." (Il Sole 17 July 1997)





� "Genoa's water and gas utility Amga, which is 51% controlled by the municipal authority, has decided against acquiring the shares in Acquedotto De Ferrari Galliera which were offered for sale during the aborted public bid. These shares represent 11.1% of De Ferrari Galliera's capital. Amga says it has no plans to invest in a shareholding of an essentially financial character, when its original intention was to unify the management of Genoa's water services." (Il Sole 17 July 1997)





� " The Genoan water and gas utility Amga has ambitions to expand territorially. Managing director Roberto Bazzano told shareholders yesterday that negotiations were in progress over a number of contracts to run the water services of several medium-sized cities. Amga recently listed 49% of its capital on the stock exchange, with the rest remaining in the hands of Genoa's municipal authorities." (Il Sole 30 April 1997)


� " The Council of State yesterday suspended until November 30 the sentence pronounced last May by a Liguria court, blocking Amga (51%-owned by the city of Genoa) from founding a joint venture with the city of Ventimiglia's local authority to manage the integrated water system within the city's boundaries. Welcoming the decision, Amga chairman Giovanni Domenichini said that opposition to a company's activities, arising from the fact that the company was based elsewhere, 'would mean entrusting half of Italy, not to private enterprise ..but to foreign groups'." (9 July 1997)





� "Kereskedelmi es Hitelbank Rt (K&H), one of Hungary's largest commercial banks, signed a 839 million forint credit line with the waterworks company of Debrecen city to finance developments, K&H said in a statement. The municipality of Debrecen, situated some 220 kms east of Budapest, decided in mid-1995 that the city's waterworks company will finance the two billion forints infrastructural developments by bank loan in addition to own sources. 'The long-term lending, refinanced by the European Investment Bank (EIB), makes possible some 5,000 properties, lacking sewage, to link to the current network and the necessary expansion of sewage treatment and increasing the safety of the water supply,' the bank's statement said. The loan will be provided in two instalments. A 387 million forint package will be lent in 1996 and 1997, while the remaining 452 million between 1998 and 2000, it said. The long-term loans, which have favourable conditions that K&H did not release, have to be repaid by the end of 2003 and 2005 with a two and three years of grace period, respectively. The investments are to be completed by the year 2000 by Debrecen's waterworks company."  (Reuters 22 May 1996)


� For detailed examples see The Privatisation Network (PSPRU 1996; new edition forthcoming in 1998) 


� "A city railway is to connect the German cities of Heilbronn and Karlsruhe in two years at the latest. Later on, city trains are to replace trams on the line through the city centre of Heilbronn towards Ohringen. The project is to cost DM 130mn. <The municipal utility company> Heilbronner Stadtwerke and <the transport company> Albtal-Verkehrsgesellschaft of Karlsruhe have signed a partial agreement. The city railway and tramway tracks are to be connected for DM 10mn. Decisions have already been made on the DM 41mn extension of the 24 km section between Eppingen and Heilbronn by 1999 and the purchase of eight city trains for DM 40mn." (Stuttgarter Zeitung 23/10/97)


� "Municipal transport companies Stadtwerke Dortmund AG (DSW) and Maerkische Verkehrsgesellschaft mbH (MVG) are to operate the local rail network between Dortmund and Luedenscheid in Sauerland. The two companies beat Deutsche


Bahn, amongst others, in a Europe-wide competition organised by the Ruhr-Lippe and Rhein-Ruhr transport associations. Annual order volume will be around DM 10-11m."  (Handelsblatt 13 Dec 96)


� Kommunedata's website at www.kmd.dk


� "The base price for the privatization of Rio de Janeiro's subway Metro is expected to be around 15 million reais (Dollars 13.76 million), a Metro spokeswoman said on Monday. The minimum price and the final bid specifications for the closed-envelope auction of the 15-year concession to operate Rio's subway system is due to be published Oct. 27. The auction is set for Dec. 11. The spokeswoman said France's RATP, the authority that runs the Paris subway system, had shown interest in acquiring the concession, as well as Argentina's Ferrovias and the Metrovias consortium, which operates the Buenos Aires subway"  (Reuters 7/10/97)


� "Portuguese civil engineering company Somague will join a consortium bidding to build a rail link over the April 25 bridge which spans the River Tagus near Lisbon, its president Diogo Vaz Guedes said. 'We are interested in joining the concession for the rail link over the Tagus with GEC, ADtranz and French rail firm RATP,' he told Reuters. 'Our expectation is that the competition will be launched at the end of February or beginning of March,' he added.  Somague shares rose 35 escudos to 1,925 in volume of 54,400 shares on Lisbon bourse at 1305 GMT. (Reuters 31/1/1997)


�  Reuters 3/11/1997


� "AEM of Milan and Amga of Genoa have signed a joint venture agreement with Russia's Lengaz to rebuild St Petersburg's methane gas network. As a result, the Algaz joint venture was set up in Milan yesterday. The new company is 50% controlled by Lengaz, 35% by AEM and 15% by Amga. The agreement was signed by Lengaz general manager Nikolaj Barbukin and the chairmen of AEM and Amga, Enrico Cerrai and Giovanni Domenichini respectively." (Il Sole 14 Jan 1997)





� Reported at EPSU waste management conference, Berlin Sept 1997


� FT Bus Rep 19.12.95


� US Embassy cable 29th November 1995


� Maastricht Treaty Article 104c; and European Integrated System of Economic Accounts para. 240


�  Les Echos 13/6/1997


� "Stadtwerke Munchen <the municipal utility  company of the German city of Munich> is  planning to buy modern, futuristic underground  trains. The industrial designer Alexander  Neumeister from Munich has introduced the concept which he designed for the contract  award process. Offers are to be placed within  the next few weeks and the new trains are to be  built from September 1997. The first five  trains are to be put into service from 1999.   The articulated train of 115 metres is open  from the front to the back. This is to increase  the "subjective feeling of security" of  passengers. There are places for wheelchairs,  prams and bikes. The train can transport 900  passengers including seats for 272 persons.  Seats are placed crosswise and lengthwise,  which is to offer the passengers a new  travelling experience.   With the new trains, Stadtwerke M nchen is to  replace its 508 railway cars which are coupled  one behind the other".  (Sueddeutsche Zeitung 23 July 1997).


� "Privatisation of London Underground's track and property now looks almost inevitable following the failure of a last-ditch attempt by the deputy prime minister, John Prescott, to persuade the chancellor, Gordon Brown, to reform rules on the classification of borrowing by state-owned enterprises. 'It is going to be a private/ public partnership with the private sector having the upper hand', said a minister. However Downing Street and the Treasury are getting increasingly frustrated at Mr Prescott's refusal to make a formal decision on the issue. Mr Prescott has vehemently opposed the privatisation of the Underground…." FT 17/10/1997





� A Question of Balance - a new approach to government spending and borrowing.  CBI discussion document, November 1997.


�  "….. In the case of Yorkshire Electricity Group, the downgrade reflects the impact of higher financial leverage on Yorkshire's future debt servicing capacity following its takeover by U.S. companies, American Electric Power Co. Inc. (subsidiaries rated triple-'B'-plus to single-'A'-minus) and Public Service Co. of Colorado (now New Century Energies following a merger; rated single-'A'-minus/Stable/'A-2') earlier this year.  Yorkshire's cash flow will be required to service significantly increased debt in Yorkshire Power Group, the intermediate holding company holding, which also was assigned a corporate credit rating of triple-'B'-plus/Stable/'A-2.' (PR Newswire 6/10/97). For CEZ's bond issue 1997, rated BBB+: Euroweek, 16/7/1997; and for the rationale for CEZ's rating, Standard & Poor's CreditReview November 1996:' Global Utilities'


�  "Vienna municipal electricity utility Wiener Stadtwerke is to be equipped with a 'war chest' totalling Sch 5bn by the city council. The move is in response to the need for increased cooperation within the Austrian electricity industry. The funds will increase Wiener Stadtwerke's financial room for manoeuvre to acquire strategic share stakes in national power distributor Oesterreichische Elektrizitaetswirtschafts-AG (popularly known as Verbund) or other regional power utilities, for example." Die Presse 17 Jun 97





�  See "the Privatisation Network" (PSPRU, 1996) Chapter 4, for a number of examples of this. The forthcoming updated edition will contain further data on this issue.


� Reported by OTV trade union reps at EPSU conference on waste management, Berlin September 1997.


� Reuters 12/11/1996 


� "A re-organisation of the financial structure of state-electricity group Electricite de France (EdF), due to be discussed by the cabinet on Wednesday, will increase the amount of money the state can claim from the company each year. According to sector specialists, the 1996 payment by EdF would have been 5.6 billion francs (Dollars 905.8 million) instead of the four billion actually paid - including a one-off social security payment of 2.5 billion. With a 1997 net income seen higher than the 5.9 billion francs of 1996, the state can look forward to a 1997 payment some three times more than the 1.5 billion it received for budget uses in 1996. The government on Thursday denied a report in the Financial Times that it wanted to recoup EdF's 30 billion francs in provisions or cream off its cash pile to square the 1998 budget, crucial for qualification for the euro…. In 1997, the profit will be higher than in 1996, partly due to debt reduction which cuts the financial charges. In 1996 these charges were already down by 32.2 percent compared to 1995." (Reuters 19/8/97)





�  Ownership and Performance in Electrical Utilities, Michael Pollitt, 1995, Oxford University Press


�  The Restructuring and Privatization of the U.K. Electricity Supply—Was It Worth It? David M. Newbery and Michael G. Pollitt. (World Bank Public Policy for the Private Sector Note 124 September 1997. �HYPERLINK "http://www.worldbank.org/html/fpd/notes/124/124newbe.pdf"��http://www.worldbank.org/html/fpd/notes/124/124newbe.pdf�).


� "The Paris regional transport authority RATP is set to decide on the buying of 1,100 new buses by end November, company sources said. The order would spread-out over a three year period. The supervisory board, meeting on November 21, could also decide that some of the buses be powered by natural gas which pollutes less than diesel. Industry Minister Christian Pierret said last week he would like RATP to order some natural gas buses as part of the country's fight against pollution." (Reuters 3/11/97)


� Agence France Presse International 1/10/1997


�  “ Sweden's power industry faces a big shake-up following the decision by the Social Democratic government to begin shutting nuclear power plants. The move follows a 1980 referendum vote to end nuclear power. But there were fears yesterday that the decision would reverse the trend of liberalisation that has made Sweden a testing ground for deregulation of energy markets across Europe.To remedy the loss of power from nuclear plants - which supply 50 per cent of Sweden's electricity - the government is to step up intervention in energy markets and force a switch to greater use of non-fossil fuel alternatives.Most striking was the announcement of a much-changed role for state-owned Vattenfall, Europe's sixth largest power producer. Incorporated in 1992 on a for-profit basis, Vattenfall will now be required to lead and finance the transition to sustainable energy production. The government ruled out privatising the company, which many investors had been expecting.In addition, the government made clear that Vattenfall, which was informed of its changed status only two hours before the decision was announced, would be forced to use its production capacity to compensate Sydkraft, its biggest rival, for the closure of the first two reactors, at Barseback in southern Sweden.” (FT 6 Feb 1997)


� "The Paris transport authority Regie autonome des transports Parisiens (RATP) plans to create between 200 and 300 jobs next year and around 1,000 jobs over three years. This was announced on 26 September by Transport Minister Jean-Claude Gayssot during the presentation of the metro's plans for a new Tolbiac-Madeleine line, called Meteor. The new line (14) will employ 240 staff. RATP chairman Jean-Paul Bailly says the new line will be one of the most modern in the world, with spacious and well-lit stations and high business performance. The cost of the line will eventually be FFr 6.8bn compared with an initial (1991) forecast of FFr 5.2bn. The new line is scheduled to open in September 1998." (Les Echos 29 Sep 97)





� "The French national rail system, SNCF, will hire 1,000 permanent employees and 1,000 young people this year, and its debt is to be cut by 20 billion francs, French transport minister Jean-Claude Gayssot announced Thursday. He said Louis Gallois, chairman of the state-owned rail system, had agreed to the minister's job request along those lines. In its 1997 budget, the SNCF had forecast a "positive development" in the rate at which it has been shedding workers. In the last few years its total force has declined by an average of around 3,500 per year. Gayssot said he hoped the 1,000 young people hired with temporary status could later be made permanent." (Agence France Presse International 10/7/1997)
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