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Foreword

This final report on the synopsis 'services of general interest and EU enlargement’ is part of the joint project undertaken by the European Trade Union Confederation (ETUC) and the European Centre of Enterprises with Public Participation and of Enterprises of General Economic Interest (CEEP)
.

It was prepared by Szilvia Borbély on the basis of the following national reports:

Czech Republic, author: Pavla Koubova

Hungary, author: Peter Mihályi

Poland, author: Jan Czarzasty

Romania, author: Mirela Vlad

Turkey, author: Ramazan Günlü

and the national seminars held in Bucharest (26 February 2004), Budapest (13 February 2004), Gdansk (26 March 2004), Istanbul (23 April 2004) and Prague (26 April 2004).

In order to compare the different situations as regards services of general interest in the applicant countries and new member states and learn lessons for the future, the most appropriate method was considered to be to organise specific seminars with representatives - of employers and employees - in the various sectors of activity, based on preparatory work consisting of an initial comparative analysis and recommendations. 

Each of the national seminars provided a unique opportunity for exchanges and debates on the concept of services of general interest, on the lessons learnt from the national sector reports, the actual situation and the ways in which these services are provided in the various sectors, as well as on relations between the social partners.  

The last conference was devoted to a discussion of the final synoptic report, possible developments given the approaches adopted by the Community and areas in which services of general economic interest are most specific (and which are also those that seem most important for the future): regulation, funding, performance assessment methods, the social dialogue, possible developments and, of course, the impact of enlargement. 
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Preface

The accession should encourage citizens of understanding and discussing the concept of Services of General Interest. Also, there is an urgent need to provide all the interested parties in Europe (consumers, service providers, law-makers, public authorities and other stakeholders) with sufficient information on the current state of affairs in the area of Services of General Interest in the new Member States and to think now together about the future of SGI. 

As stated in the Green Paper  “[Services of General Interest] are a part of values shared by all European societies. Their role is essential for increasing quality of life for all citizens and for overcoming social exclusion and isolation.”
 The national seminars of the present project of ETUC/CEEP clearly indicate that the expression and concept itself of SGI defined by the Green Paper on Services of General Interest
 is still new in the newly accessing countries and it is still not broadly known by the participants of the social dialogue. This is the case even in Romania where a Green Paper on Romanian SGI has formerly been published.
  In this early phase of accession, it seems quite natural that the traditional concept and use of concept of public services, public utilities, social services, network services, etc. cannot exist without all their problems. In Romania the idiom – inspired by the French equivalent for ‘public services’ - is widely known as meaning activities that the state authorities are obliged to perform in the interest of people. In the Romanian report it was emphasised that “although the Green Paper admits that using such a term may create confusions, for the purpose of the report on Romania it must be agreed that both terms are equivalent, although not equals.” The current legislation of the Czech Republic does not contain the definition of public services. Also, it does not set the parameters of availability of public services from the point of view of territorial arrangement and the future responsibility of self-administration for these services. Nor does it set the quality and quantity of public services in the field of the new territorial arrangement of the public administration. Therefore, the Ministry for Home Affairs, as part of the public administration reform and of the concept of enhancing the effectiveness of public services, is preparing a proposal on standardisation of selected public services, excluding the services provided on a commercial basis (SGEI). The concept of Services of General Interest is still little known in Poland, too. Moreover, services of that type are often mistaken for public services or public utilities. “Such confusion is understandable, since the notions of “services of general interest” and, more specifically, “services of general economic interest” pose serious terminological difficulties. First of all, there cannot be found any definition of such services neither in the Treaty Establishing the European Community nor in secondary legislation. Since the term has not been widely recognized in Poland, it cannot be traced in the national legal framework or in current literature on this subject
. While the issues related to Services of General Interest are brought out in the public debate, in most cases they are not identified as such. The national seminars of the present ETUC/CEEP project served as a good tool to clarify the notion of SGI, including the distinction between services of general interest and services of general economic interest.

The first and second part of the present Synthesis of the information collected on the subject of Services of General Interest and EU enlargement is based on the content of the five national reports (Hungarian, Romanian, Polish, Czech and Turkish case studies on SGI) and the five national seminars in Budapest, Bucarest, Gdansk, Istanbul and Prague.

Part 1 of the synthesis is primarily based on the debates that evolved during the national seminars, and on cases from the national reports. We tried to arrange the messages of the seminars in a logical order, and support them by the cases included in the national reports. We made efforts to find the main questions, dilemmas and needs concerning the SGI, to define the main challenges and to answer questions like:

What would the EU entrance mean from the point of view of Services of General Interest in the countries of accession? What kind of effects would  accession cause to the labour market of SGI? What is the situation of the ownership, liberalisation, deregulation of SGI in the accessing countries? What are the effects of the privatisation in SGI, what are the limits of it? What is the level of responsbility of the State?  How can productivity, quality, performance and investment in services of general interest all be boosted?  How can we ensure that both public and private sector companies respect the principles and missions of SGI?  What is the role of social dialogue, solidarity and partnership? How can SGI promote social and territorial cohesion?  What are the main challanges of the years ahead?

Part 2 of the Synthesis is based on the five national reports, it draws a picture on the performance of SGI in sectors like energy (electricity, gas, heating), transport (urban, road and air transport, railway), water and sewage, communication (telecommunication and post services). 

PART I - ANALYSIS
1. What would the EU entrance mean from the point of view of Services of General Interest in the countries of accession?

As direct and immediate consequences, the accessing countries have to count with the appearance of a higher level of competence: the appearance of service providers from the EU and implementation of acquis communitaire:

· Implementation of health and safety rule

· Implementation of environmental rules

· Consumers’ rights

To meet these challenges investments and modernization of SGI would be required in the accessing countries. The meet the needs for modernization and investments will be essential to be able to find new financial resources; reconcile labour market supply and demand; handle the losses of jobs and the needs for new skills; reconcile consumers’ and suppliers’ interests; to open social dialogue at different levels; solidarity.    

1.1. The need for new (financial) resources 

Dilemmas and problems

· How to reconcile the need of modernisation with the need for new financial resources?

· What could the sources of the new financial tools be?

· Who should be responsible for modernization? 

· To modernise before or after privatisation? (Poland)

· If before, then should the privatisation revenue cover modernization costs, or not?

· There is a tendency to decentralise services and the management of services (principle of subsidiarity) but local authorities are in diverse financial position and in many cases they lack adequate financial resources.

· Instead of reaching territorial and social cohesion, there is a danger to deepen differences.

1.2.  Realignment of labour market and new skills/qualifications

How to reconcile the need to modernise with labour market demand and supply?

a. Factors influencing the employment level in the SGI

 Loss of jobs

· As the effect of technical modernization some people may lose their jobs.

· The target to increase the efficiency and profitability of local services leads to the decrease of local employment. (For example small post offices in Czech Republic, Hungary are closed, accessibility to services decreases, and some work places are ceasing.) 

New jobs: Development of local services means new workplaces and the increase of local employment. In the accessing countries the increase of the quality of services and the appearance of new needs requires new posts (Hungarian water sector).  This   would happen as a direct consequence of applying 

· EU environmental regulation in CEE;

· EU health and safety regulation;

· EU consumers’ rights and consumption safety.

 The new working places require high quality, well-trained labour force.

As a specific phenomenon, at employment level, the competition in the SGI market would cause that the new entrant offering better employment conditions would capture the best performing specialists, while former monopoly would face problems like the lack of expertise and low paid low trained staff (Romanian experience).  

On the other hand, there is danger that highly qualified of labour force would leave the country because of low wages and low level of standard of living, the latter mostly due to the low quality of SGI (Romanian case).

As a consequence, the geographical and structural discrepancy of labour market supply and demand will create a problem.

b. How to solve the geographical and structural discrepancy of the labour market?

Among the possible means, emphasis may be laid on the promotion of training and retraining, applying the principles of Life Long Learning, as well as promoting geographical mobility. According to case studies:

· One of the greatest barrier to development is inadequate education (Polish experience)

· There is an urgent need for professional education to keep up with more highly qualified people. As well as the exigency to spend a higher share of GDP on education then presently (for example in the Czech Republic actually 4 % of GDP is spent for education, whilst in the EU this average is 5 %.)

In the field of SGI, the social partners may have an important role in the alleviation of the social consequences of unemployment due to structural reorganisation, privatisation, liberalisation and the effects of free market competence etc., like agreeing on social plans for the employees who become redundant. Job losses and their social cost should be taken into account. To ease their consequences, there is a necessity for solidarity and social dialogue at different levels (national, regional, local).

1.3. The need to reconcile consumers’ and suppliers’ interests

Consumers are interested in high quality services for the lowest prices possible. Consumers welcome services of EU origin if they are of high quality and at a good (low and/or affordable) price. National suppliers’ concern is to remain in the market, to offer high quality but profitable services. This raises several dilemmas as it follows.  

a. How could the low financial potential of consumers be suited to higher quality of services offered at higher prices? 

· What may or should be the limit of price increase and/or consumption decrease? 

· How to comply the universal obligation in terms of market, if there are consumers who are not able to pay for the service? 

· How to maintain affordable prices, that is, the accessibility to services?  (dilemma expressed by Czech employers’ side)

It proved to be the side effect of privatisation, that prices have increased and consumption have decreased (example by water services in Gdansk).  

The trade unions have made efforts to increase salaries; at same time, efforts have been made to improve the quality of services, too.

b. How to ensure the security (universality) of services? 

It creates a great problem to ensure service security at local level, if services are not profitable. This may occur – among others - due to the lack of economics of scale (This happens in the case of the Romanian heating service). The business sector avoids investing in such circumstances.

2. Problems of ownership, liberalisation and deregulation of SGI in the accessing countries 

How can we ensure that both public and private sector companies respect the principles and missions of services of general interest, which they themselves provide or delegate to others?

2.1. Privatisation, liberalisation, deregulation. Problem of monopoly

The effects of such main tendencies as privatisation, liberalisation, globalisation and consolidation, as well as technological development have, in general, their impact on the services of general interests in the analysed countries. In some countries, acceleration or a new wave of privatisation is going on currently. This is, for example, the case in the energy sector in Romania.

According to the general opinion based on national seminars, private or public monopoly should be avoided. If there is no way to avoid it, democratically regulated monopoly is better than unregulated private monopoly or even public services should be maintained as a public monopoly for reason of “public utility” (airlines, railways, public transportation). According to an opposing opinion, if state monopoly remains, clients would lose hope for a better service.

The limitation of multinational monopolies is advisable by the liberalisation of market and the invitation of new competitors. The State’s duty is to establish stable standards, to negotiate, to conclude agreements and to observe them.  

The following dilemmas have arisen concerning privatisation:

a. Dilemma: Privatisation versus state ownership?

EU stands on neutral position concerning public or private ownership of SGI. If necessary, turn private into public (ETUC position). 

· Trade unions are not against privatisation, but raise the need to analyse possible results. In Romania, the  private sector with smaller financial power than that of the government, did not have the means for large investments in SGI infrastructure; therefore, the owner of infrastructure being the state, the simplest solution was that the State acted also as an operator.

· Resistances by both public employees in particular and social movements in general, prevented the governments from implementing privatisation policies successfully (Turkey). However, the weight of state holdings and public-participated companies in economy was transformed in favour of the private sector.

b. Dilemma:  what kind of privatisation should be carried out?

· This presents the exigency to analyse the effects of privatisation, liberalisation, and deregulation. Careful analyses should be made in order to evaluate which services are most likely to improve under a private management and which ones have a better chance to develop under public administration management. In both cases, precisely the same rules should apply to the provider. For the appropriate analysis quality social and labour market data should be provided.

· Privatisation must go on with a consistent strategy. Problems appear if there is no such strategy. What should be privatised and what not? The question is not yet clearly answered in many places.  

c. Dilemma: modernizing or not before privatisation? 

· The question arises: for what price should a company be sold? Should the price cover expenses spent before privatisation to improve and modernize the  company in question?  

· Privatisation by vouchers meant further lack of finance and management, and a future need for the state to subsidise.

d. Dilemma: what are the limits of privatisation?

· The question is what the limits of liberalization and privatisation are. It is difficult to imagine several providers of gas, energy and water supply in one city. (Poland)

· The dilemma of what could happen if, for example, all Polish energy companies will be privatised, arises. Who will respond for technical conditions? What happens if a private company refuses the service esteemed to be non profitable? The present condition of companies does not ensure the return of capital: it threatens the security of service.

2.2. Positive effects of privatisation

· There is also positive experience on the consequences of privatisation, like the growth of (foreign) investments, the changing of management style, growing efficiency, the introduction of new technologies (see the Polish experiences).

· Improving quality. In Poland the appearance of French owners raised the quality of water. 

2.3. Negative consequences and side effects of privatisation

· The negative side effect of privatisation after the example of water service in Gdansk is as follows: while prices went up, consumption went down. The question is: where should a limit be drawn?  

· Negative effect: decreasing job market. (Poland)

2.4. Positive and negative effects of the privatisation simultaneously, at the same sector/place

· Example of telecommunication sector in Romania: the telephone-telecommunication service became a private monopoly, but, according to some opinions, no improvement in the telephone services has occurred. Every new player depends on Romtelecom. On the other hand, telecommunication may be considered as the most dynamic sector in Romania. The market of mobile phones is competitive from the very beginning. There are 6 competitors in the market and tariffs are reducing.

· Better quality of service but with fewer employees. In Romania the number of staff has been reduced from 49000 to 25000 after taking the Waterworks (APA NOVA) into concession.

2.5. Privatisation and quality

· The municipalities own 49 % of the water supply. The appearance of French owners resulted an improvement in the quality of water. (Polish experience)

2.6. Deregulation against regulation? Decentralisation against centralisation?

In the accessing countries, the need to speed up the liberalisation and deregulation of some sectors has arisen.  

a. The question of levels

· At what level should services be provided?

· Importance of levels of deregulation/regulation (European, national and local levels). Fundamental importance of the subsidiarity principle (EU)

·  Need of decentralisation of public services until 2007. Praxis: the local level is subordinated to the central (Romania)

· Visible trend toward the decentralisation of the formerly centralised services. (Romania) 

· Level of regulation

An important distinction has to be made when analysing the SGI: are they organised in large network industries or they may operate as local/municipal services. This distinction is also important in terms of existing regulatory EU legislation. As opposed to the large network industries where the EU regulatory directives and sectoral legislation have been evolving over the years, the other services of general interest, namely water sector, waste management sector, municipal transportation, are not subject to a comprehensive EU legislation. 

b. Question of regulators, owners and operators

· Who might be the operator and who the regulator?

· Community requirements stand for the separation of owner and regulator (Example for bad practice in Romania:  the National Regulating Authority for Electric Power (ANRE) is the sector regulator. ANRE is operating as an annex institution of the Ministry.)

2.7. Market liberalisation

a. The EU supports market liberalisation, emphasises neutrality concerning ownership and service provider, but supports liberalisation. 

The EU Treaty provides for specific responsibilities at Community level for trans-European networks in the area of energy, telecommunications and transport. Sectors tat had appeared so far in the internal market are: telecommunications, postal services, electricity, gas and transport. 

· “…the liberalisation of important areas of services under the internal market programme, that the liberalisation already initiated in the areas of transport, electricity and gas should be implemented promptly; points out that moves to liberalisation hitherto have resulted in to better quality at more reasonable prices, improved the availability of the most advanced technologies, and boosted the competitiveness of European undertakings and efforts to safeguard jobs”

·  “The Report welcomes the liberalisation in the fields of telecommunications, postal services, transport and energy, which has led to modernization, interconnection and integration of the sectors, has lead to price reductions through increased competition, and has lead to the creation of nearly one million jobs across the European Union” 

· “Liberalisation has not been to the detriment of the provision of universal service” 

· Although liberalisation at the energy sector has advanced, it is not adequate at the gas sector. It is only through the legal unbundling of gas transportation and sales that genuine competition can be achieved by 2007.

· Liberalisation of postal services is appropriate on the basis of the EU concept of universal services.

Source: Report <Titre>on the Green Paper on services of general interest</Titre>  <DocRef>(COM(2003) 270 – 2003/2152(INI))</DocRef> <Commission>{ECON}Committee on Economic and Monetary Affairs</Commission> Rapporteur: <Depute>Philippe A.R. Herzog)

b. Fear from free competition, fear from the participation of the possibly too many suppliers 

· EU service providers enter the domestic market (Hungary).

· Networked services do not stop at the borders, particularly when the domestic services are of a low quality (Romania). 

· In 2007 the energy sector will be totally liberalized. The gas market in Czech Republic will be opened for large costumers in 2005, for all costumers in 2007. Regulated and non-regulated activities will be separated. Too many providers operating in a relatively small country could cause a problem. In Poland, there are hopes that open competition will result in lower prices. Although as a consequence, only the biggest companies will be able to deliver (Poland).

· In Turkey, the consequences of the liberalisation process, having taken place since the 1980s, have been the deepening social inequalities. 

· In Poland the market of mobile phone system has been divided between three operators, but the prices have remained similar. (Poland)

2.8. State responsibility

a. What have to be the role of the State; the State’s responsibility for its citizens

· A difference has to be made between the role and responsibility of local and central governments.

· There is a need for State guarantee and clear stance of government: it has to tell citizens which services will be covered by state guarantee and which ones will not. 

· The existence of a competitive sector within the SGI requires the clarification of State aid rules, and the increase of the transparency of the allocations of State subsidies and/or tenders. 

· State responsibility remains in case of limitations that are impossible or difficult to overcome, like natural monopoly, or in case of remote areas (where no investment in SGI can be economically paid off, remote areas with low population density, examples in Romania).

b. The State as regulator

There is a need for the Sate acting as regulator and for coherent rules in sectors.

· In the countries of accession, EU regulation must be applied directly after 1st May 2004. 

· Regulation authorities should set the rules. In telecommunication, after privatisation, the operating role and activity of the State came to an end, but its regulatory functions remained important.

· Coherent rules should be set up, as, for example, in Poland in transportation services at local and regional level in the subject of finances.
c. State programs, state policies, sectoral policies

· There is a need for different Sate programs, like the State program of water treatment in Poland.

· In the energy sector there is no coherent policy, the implementation of IMF policy do not touch public prices, but interested only in privatisation and liberalisation (see the experience – among others - of Poland).

2.9. Local authorities

Controlled liberalisation gives increased role and responsibility to local authorities.

· The Romanian Green Paper on SGI deals with the need of the liberalisation controlled by the concept of universal service.  It would include 

· the increase of the role of local administration. 

· the need of modernisation of services, 

· local budgetary allocations, 

· the decision of offering subsidies whenever they are appropriate.  

· Local governments face responsibility for social and territorial cohesion. (In Poland, in some regions, energy prices are higher than in others and a relatively significant percentage of the population is unable to pay energy fees.)

· In sectors like the energy sector in Poland, local authorities became the leading entity; they make sectoral decisions at local level. The law on energy of 1997 has introduced these changes.

2.10. Problems appearing in the examined countries in the context of privatisation, financing and decentralisation

a. Lower quality and decrease in the availability of services

Privatisation/outplacement of services, in some cases, means services of lower quality and a decrease in availability (Czech experience).

b. Financing difficulties

(i) Problems concerning non-economic services of general interest

There is a need differentiate between the position of services of economic and non-economic character.

· In the Czech Republic, services of non-economic general interest create a bigger problem than the services of economic interest.  The Czech Government plans to privatise health and education. Former reforms in health and education were not successful. Reforms of social institutions, some reforms of administration have taken place recently, but without positive impact. New providers are not able to ensure the services of non-economic interest.    

· Due to financial difficulties, public libraries and museums need state subsidy (Czech example). 

(ii) Low level of financing capacity of local municipalities

· There are attempts to transfer the ownership of infrastructure to local municipalities. The conflicting point is that municipalities are hardly able to maintain it, among others   because of the lack of proper (financial) tools in hand.  (Czech experience)

· In Poland the reform of government widened the margin of independence of local authorities, but the financial burden of the enlarged scope of responsibility imposed on municipal authorities resulted that the expenditures of local governments have been growing faster than their revenues since 1999.

· In Romania, over the last years, a steady transfer of responsibilities to local authorities has been realised, mainly in the sectors of social assistance, health, education, transport and municipal utilities. A relevant transfer of resources did not always accompany this transfer.

· Local authorities are enforced to abandon necessary investments, which results the deterioration of infrastructure (Poland, Romania, etc.)

· In Turkey, waste management is financed by tax-type municipality revenue (“Environmental Cleaning Tax”), and they cannot allocate it for private cleaning facilities. In practice, they are seeking for ways to privatise waste services.

c. The subordination of local level to central level as the obstacle to real decentralisation

In several cases, the decentralisation of public administration would be needed, but in practice, the local level is subordinated to the central level. (Romanian experience)

d. Technical obstacles of decentralisation of SGI

In Romania the decentralisation of electricity could be performed only at a regional level, as the technical conditions are lacking at a local level.

e. Prices

According to EU requirements “European citizens should receive comprehensive high-quality services of general interest at affordable prices or, where the social situation makes it necessary, free of charge” (Source: Report <Titre>on the Green Paper on services of general interest</Titre> <DocRef>(COM(2003) 270 – 2003/2152(INI))</DocRef> <Commission>{ECON}Committee on Economic and Monetary Affairs</Commission> Rapporteur: <Depute>Philippe A.R. Herzog)

In the analysed countries the question whether regulated prices are more favourable than market prices generally arose. Furthermore, there are problems like 

· the dominance of multinationals determines prices (Turkey).

· In telecommunication, in Turkey, the Council of Ministers retains the right to determine all sorts of minimum prices.

The low financial potential of the consumers is a general problem: it may be one determining factor of the price limit.

3. How can productivity, quality, performance and investment in services of general interest all be boosted?  

Among others, the following factors can help boosting up the productivity, quality, performance and investment in services of general interest:

3.1. Economic strategy

Governments should elaborate an economic strategy of a complex vision on the subject of SGI (Czech experience). The rules must answer to EU requirements. (For example, the Czech state energy rule is controversial on the question of renewable energy).

3.2. Good management

The good management has a primordial importance in the case of SGI. Nevertheless, if State and/or local authorities prove to be good managers, it is worth considering that they should look for an external strategic partner (dilemma of Czech Water Trade union). Bad management can be found in both (private and public) sectors.

3.3. Reform of public administration

SGI of a non-economic character would require reform of public administration (Czech experience).  

3.4. Regulation 

According to the Romanian experience, instead of the regulation of conduct, a structural regulation would be needed. The shift from the policy of regulation of conduct to structural regulation for SGI has not yet started.

(i) EU-regulation

Concerning the EU regulation, there are hopes that EU law harmonization creates a frame for guaranteeing EU-conform standards, taking local needs, affordable prices, possible subsidies and other questions into consideration.

(ii) Regulation of competition by service contract

In Hungary, in the area of public transport, the concept of “service obligation” will be replaced by the concept of contracting.  In the future, public authorities and the providers of SGI will be linked to each other by contractual agreements based on the principle of competition.  It is expected that, in this manner, regulated competition will hopefully lead to improvements in quality, to enhancement of productivity and market accessibility without market discrimination.

3.5. Monitoring

The regulators are monitoring the efficiency of the SGI operators. The basis of monitoring is evaluation reports which the operators are obliged to submit to the regulators (Romanian experience).  

3.6. Strategic partners and partnership, PPP

Many municipalities are looking for strategic partners because of the lack of own financial – Private Public Partnership (PPP) resources. (Czech experience).

3.7. Reconcile suppliers’ and consumers’ interests

Consumers’ and the suppliers’ interest are contradictory. Consumers may welcome high quality services of EU origin.

4. How can we ensure that both public and private sector companies respect the principles and missions of SGI?

The main factors are as follows.

· Well developed industrial relations, presence of social partners and social dialogue

· Solidarity 

· Partnership, including the Public Private Partnership

4.1. Social dialogue as an essential component for the development of SGI

The social dialogue in the SGI sector is an essential component for the development of this sector in the future.

a. There is a need for social dialogue at different levels and sectors

· Need for social dialogue at all levels (Poland)

· Need for proper bodies for interest reconciliation

· Need for participants in social dialogue like the independent employees’ and employers’ organization

· Willingness of the government and other regulating authorities to invite social partners to the process of the transformation of SGI 

(i) Achievements: promoting sectoral level social dialogue

· Hungary: Recognition of the need for strong interest reconciliation at sectoral level. Until March 2004, 29 new sectoral social dialogue commissions have been founded in Hungary.

· In Romania encouraging steps have been made to promote bipartite social dialogue and to strengthen the role of social partners. It is still necessary to strengthen autonomous bipartite collective bargaining at enterprise level, as well as sectoral and regional level.  For each important SGI (i.e. energy and telecommunications) the law provides for the drawing up of Consultative councils formed by members of trade unions, employers, professional organisations and other interested parties. Although consultative councils have only a consultative role, this can be a good starting point.

· Trade unions in the SGI sectors are among the most powerful organisations at national level, as they belong to traditionally unionised industries (railways, energy) (Romania). 

(ii) Participation in the European level social dialogue

· Several employees’ and employers’ organizations of accessing countries take part in European level employees’ and employers’ organizations. Some examples:

· There are already good examples for the active participation of sectoral trade unions in the European Industrial Federations (Participation of Federation of Hungarian Electricity Workers in the EMCEF
    

· The collaboration of the confederations of trade unions with ETUC and ITUC achieved good results in terms of negotiation power during negotiations with the employers in Romania. The support of international confederations was realised in the form of position taking papers and lobby activity aimed to address conflicting industrial relations in Romania at the European Parliament. 

· For the domain of municipal SGI the Federation of Employers Association of Public Services (PSP) has affiliations to CEEP and UNICE and is considered as a credible social dialogue partner in the industry. 

b. Role of social dialogue during the modernisation of SGI

· Restructuring seems to be inevitable to preserve and/or increase the competitive position of the SGI of newly accessing countries in the Single market. These processes will cause dreadful side effects from the point of view of employees: labour costs and employment volume are likely to be reduced. As tensions will inevitably arise, social dialogue will have to be intensified as a countermeasure (See Polish energy industry).

· Need of so called social packages. (In Poland there are cases when privatisation deals are hindered by disagreements over social packages. Recently, the negotiations over the purchase of the controlling stake in the combined heat-and-power plant in Poznań have come to a halt because the bidder refused to accept the collective agreement containing excessive employee benefits.

c. Trade unions claim the fulfilment of universality, accessibility and security of SGI

Romanian trade union in electricity sector (UNIVERS) claims: 

· For a proper compensation system in the electricity sector. Trade unions agree with the requirements of new EU directives to avoid cross subsidies but call attention to the fact that suppliers cannot cover the difference in cost in current market conditions. The trade unions consider that a compensation system to cover the expenditure necessary to fulfil the obligation of universal service and the affordability of electric power has to be established. The difference between real price and regulated price should be covered by some market mechanisms or transparent state interventionist mechanisms.

· Romanian trade union claims to maintain some generating plants in state ownership to protect Romania’s energetic security/independence in case of crisis, i.e. the energy crisis in of Summer 2003 caused by extreme draught and the impossibility of producing hydro generated power. These emergency units should be maintained on a stand at operational level and used only as technological supplier within the system.  At the same time trade unions claim to stop the separation of the roles of the state in the system: to distinguish between the owner of infrastructure and the owner of operating companies, between regulator and employer.

d. Obstacles of social dialogue and other problems

· Workers in SGI sector have the right to bargain collectively, but collective bargaining was jeopardised by state control and the absence of independent management within SGI organisations.

· Obstacles to social dialogue. Lack of social dialogue at some public transport companies (Czech R.)

· Increasing volume of outsourcing activities. How to continue social dialogue when activities are outsourced? (Poland) In many public institutions and establishments, some businesses are assigned to sub-contractual firms in which employees have no job security.
· The position of trade unions is not clear in private companies (Poland).

· Slow performance: Few progressive steps were taken to comprehend the participation of social partners and consumer rights (Turkey).
· In Romania, basic salaries were established at state-owned enterprises   through collective bargaining with the Government. Public employees can bargain for everything except salaries, which are set by the Government. Unions complain about the violation of collective labour agreements following central administration decisions to reduce the number of employees as a request of agreements concluded with international financial institutions.  

e. Obstacle: lack of consumers’ organisations 

In Romania the importance and role of consumer organisations is not well understood by consumers who prefer to claim their rights individually. These organisations should have an increased role in implementing and developing a consumer policy. The national Authority for Consumer Protection is operating as a centralised state agency. Nevertheless, the existence of this authority creates a positive approach in the field of respecting consumer/user rights.

4. 2. Social partners’ participation in promoting SGI: tending to promote social, economic and territorial cohesion  

Services of general interest organised as large network industries are considered by EU legislation as having an important role in strengthening social and economic cohesion

a. Conditions to raise economic and social cohesion of a certain area 

· Bettering the access to water, sewage, electricity, gas, health, education, cultural and social services

b. Conditions of territorial cohesion: at different levels

· Bettering the access to roads and transport (Role of public transport: accessibility analyses show that the standard of living of the population is affected negatively by the low density of transport infrastructure.)

c. Conditions to promote SGI role on cohesion 

· Need of strategies at local level (Romania)

· Broad economic strategies are needed (Hungary, Czech Republic)

· Public data on SGI, any vision or strategy on SGI are needed

· Programs – state program of water treatment (Poland)

· Coherent rules to finance transportation services at local and regional level (Poland)

· Financial power of local authorities is needed

· Proper regulation (sector specific regulation) is needed

· Proper monitoring is needed: consumers’ organisations are needed 

4.3. Dangers

· There is a danger of extreme differences in the level of services if municipalities obtain to much power in handling them. Not all municipalities want to invest in cultural centres, etc.  (Czech experience)

· Because of big regional differences (minimum and maximum level of services), there is a need to define the minimum level of services and also to supply them financially (Czech proposal)

· In Romania, the social and territorial cohesion missions are far from being fulfilled. Large differences in the income level of the different stratas of population together with the existence of a large groups of population living under poverty limit represent a limitation factor in the formation of a steadily growing SGI market. For a large percentage of the population the main reason for social exclusion and isolation is the absence of SGI and the lack of a decent income to purchase SGI services. The persistence of this situation endangers the implementation of the “European model of society” in Romania.

4.4. Need of solidarity

· Solidarity is needed to increase regional and social cohesion.

· The example of solidarity between consumers and staff at the Polish railway company - strikes against closing not frequently used tracks. The question is how to combine economy with social elements. How to combine successfully the quality service with affordable prices.

· Alliance of trade unions and consumers: on the basis of common interest: quality of services. Low paid employees of a reduced number cannot offer high quality services. (Hungary)

· Other solutions include, for example, to uniform social prices based on solidarity in the localities (Water services, Czech Republic).

4.5. Need for partnership; Private Public Partnership. Need for defining the responsibility of social partners

There is a need to make all partners, stakeholders to participate in the producing and ensuring of SGI. Partners are 

· operators or suppliers,

· local authorities, 

· regulatory authorities,

· consumers’ bodies,

· trade unions and employers’ associations,

· residents’ associations,

· other concerned NGOs, civil societies etc..

What would the private-public partnership be like? What is the role of local authorities? What are the main problems?

· PPP means that it is necessary to share responsibility among all partners.

· Kokoski district (Poland): PPP realized in the water service. The price is under control of the local government on the basis of a political decision. 

· Local authorities must approve partnership in decision-making. It is a political decision, too. (Poland)

· It is a big problem, that, except in highly populated agglomerations as Bucharest or other municipalities with a population of a minimum of 100 000 inhabitants, any involvement by private companies is not considered economical due to small income base. Only highly populated agglomerations can justify investment in infrastructure and assure the quality of services, as there is a perspective of capital investment pay – off together with a reasonable profit margin. 

4.6. Need for transparency and accountability

· Need for transparent rules of the partnership, fear of corruption.

· SGI financing would require transparency (Romania). 

· The accountability of operators in the eyes of costumers should be developed. Example: In Romania in postal and telecommunications services the Law on Universal service is adopted. 

· Invoices needed to be issued on real consumption. Need for meters in central heating. For example in Romania the current situation in heating services shows that in large condominiums the supplier’s contracts are concluded together with resident’s associations. These associations have the statute of single consumer; one invoice is issued for all members. This situation could be acceptable if the invoicing is real and it is based on meter reading. The real situation is worse, meters are not yet implemented for all condominiums and the inexistence of a legal base for invoicing creates immense problems to all the market participants. The law provides that by the end of 2004 all condominiums are to be provided with meters. This is an essential prerequisite for future market development.

5. What are the main challenges for the years ahead?

5.1. Promotion of general objectives by all stakeholders

Main objectives:  

· to promote and secure Services of General Interest of high quality and

· based upon the principle of universality;

· equal access to SGI;

· neutrality of ownership;

· fair pricing;

· quality of work;

· quality employment;

· safety;

· social justice. 

5.2. Identification and cooperation of all partners/stakeholders

· The need to have adequate consumers’ organisations is not a choice, it is an obligation! Consumers’ associations are mandatory especially in the area of municipal enterprises where the choice for a provider is done upon geographical criteria and in situations of natural monopoly.

· Effective collaboration between the stakeholders of the SGI is a key prerequisite for a well functioning of this sector in the future. This dialogue will allow the interests of dominant market players to be balanced with the other parties interests: trade unions, regulators, smaller market entrants, etc.

5.3. Reconciliation practices and forums

· A better dialogue between the stakeholders is needed.

· There is an exigency to reconcile the interest of different stakeholders (consumers, providers, local authorities, State, employees and employers, etc.). 

5.4. Finance: How the big financial gaps could be overcome? 

· Creation of sources; finding external sources other than the central budget (Example: In the Czech Republic in order to improve the conditions of financing of modernisation of transport infrastructure, it was necessary to create forms of resources other than the budget to be able to obtain credit in time, at the expense of the assumed future income. The State Transportation Fund (founded in 2001) concentrates approx. 40 % of returned financial means such as consumption tax on fuel, road tax paid after motor vehicles and highway fees. The infrastructure of road and railway transportation will be financed from the Transportation Fund. The Fund is a legal entity reporting to the Ministry of Transportation. 

· There is a need to raise capacity to be able to absorbe financial resources of EU funds.   

· Loans (e.g. loans of EIB and EBRD for the construction and reconstruction of international roads and railway corridors).   

· Creation of a real consumers’ class (for example Government measures to offer minimum social revenue should be doubled by effective incentives to reduce unemployment in order to have a steady effect on social inclusion and the creation of a real consumers’ class. 

5.5. Challenge to correspond to the requirements of open competition of the Single market

It is important for SGI market participants to understand in all accessing countries that in the perspective of joining the EU single market all the local players will suffer the exposure of open competition, therefore there is a need to optimise the performance of SGI

· through a better management;

· by technological and infrastructural modernisation;

· by paying attention to the danger of long lasting fragile competition being endangered by private monopoly or oligopoly

5.6. Challenge to correspond to the requirements of EU level regulation; environmental, health and safety rules and standards

· Need for environmental, health and safety investments in undertakings.

· Need for modernisation or complete change of infrastructure in case of certain services. (Example: In Hungary, the capacity of wastewater treatment plants and the efficiency of treatment technologies do not comply with basic criteria at many locations. Most of the facilities need refurbishment, and many need complete replacement of infrastructure. In Hungary, the technical safety of 85% of the operating disposal sites lags behind the norms of the European Union. The satisfactory disposal sites, amounting to 15%, most of which are regional ones, serve 5.5 million inhabitants in all. Additionally, the estimated number of abandoned, closed or illegal dumps amounts to 2 000. There is no organised waste collection in 468 communities inhabited by 4% of the population.)

· Need for continuous air traffic control development

5. 7. Clear rules and increasing transparency

· Strengthening the public administration capacity for SGIs .

· Implementing transparency and clear rules for state aid and government allocations.

· Implementing clear rules for financing the SGIs under Public Private Partnership’s agreements.

· Transparency in selecting the institutional / contractual PPP partners.

5. 8. Coherent State programs and strategies, sectoral policies

· National Development Plans should include the development of SGI.

· Need for sectoral policies including SGI – that is both regional development and sectoral development issues must be taken into account.

· Needs to set up priorities and preparing specific programs at different levels (For example priorities, and regional and national waste management programmes are included in the National Waste Management Plan to 2008, which is awaiting parliamentary approval.)  

5. 9. Need for observing the requirements of sustainable development, efficient use of energy

· Need for observing the environmental requirements of sustainable development, including the implementation of renewable energy sources. (For example, Hungary has a considerable amount of unexploited renewable energy sources, but it contributes only to 3.6% of the total energy consumption, which is well below the 5.9 % average of the EU. With regard to regional and local resources, renewable energy could play an important role in small-scale local heat and electricity production. Hungary's greatest opportunities lie in the utilisation of biomass-based and geothermal energy, but there has been a favourable shift in the field of using wind and solar energy over the recent period.

· Need for promoting the efficient use of energy (For example, in order to generate one unit of the GDP calculated at purchasing power parity, the Hungarian economy uses more than 1.5 times as much energy as more developed EU member states. According to some expectations, the currently projected annual 5% economic growth can be achieved by a 1 to 1.5% energy consumption increase in the next few years, resulting in an annual 3.5 to 4% energy efficiency increase. The permanent and dynamic energy consumption growth in the transport sector is expected to continue and, as incomes rise, a continuous increase is also expected in the energy consumption of the residential sector. )  

5.10. Importance of further development of East-West and North-South commercial routes

· It is essential to improve connections with Western European transport axes as soon as possible and to accelerate network development.

5. 11. Importance to rise the accessibility and density of routes, to relieve traffic bottlenecks

· Accessibility analyses show that the standard of living of the population is negatively affected by the low density of transport infrastructure. Usually, there are no large distances between settlements, but due to the lack of a direct road connection, they can only be accessed through diverted routes. In many cases it also takes a long time to access rail connections. Therefore, the improvement of accessibility as an objective should be one of the key requirements in economic development. 

· Traffic bottlenecks, where the pace of traffic growth is faster than capacity expansion, should be relieved. Expressways in Hungary make only a quarter of the Western European average of the share of motorways. Only one of the expressways under construction reaches the border. Therefore, most of the traffic takes place on lower category routes that technically can bear fewer loads. 

5. 12. Importance of decreasing the environmental consequences of transport 

Example: In Hungary 27% of national highways goes through settlements. This has excessive environmental consequences, causes frequent traffic jams, bad access indicators, and inefficient vehicle operation, which are detrimental. This problem affects large towns and their agglomerations particularly, primarily in peak hours. The bypass road construction programme in progress will only provide solutions for diverting transit traffic around few of the settlements.

Part II - Descriptive part

1.  Legal framework 
The Constitution Law of Romania, art 119, provides that: “The public administration of the territorial- administrative units is operating on the principles of the local autonomy and the decentralisation of the public services“. Consequently the provision of the SGI is unconditionally related to the public administration.  The legal basis for the involvement of the public administration in the SGI are set by the Law of Pubic Administration 
stating the role of the public administration to manage the public and private assets of the respective territorial unit: town, city, commune. The responsibility of managing these assets and resources to the interest of the citizens is also mandatory for the public authorities. In Romania a public undertaking can be established by the local or central public administration.
 Over the last decade the right of establishment of a public undertaking moved from the central government to the appropriate level of local administration. There are a few conditions imposed by law, like the local public administration can establish services of “local transportation, public networks for services, others”, and there is the responsibility of the Mayor to be employed as the representative of the state. The Law on Local Public Services lists the services of general interest organised at local level: water supply, water sewage and treatment, waste management and town cleaning, central heating, gas supply, electricity supply, local transport, public dwellings management and the management of public domain. Some of these belong to large networks and formerly were co-ordinated at central government level and others are regionally organised. Specific legislation was adopted for each specific services: ordinance no 32/2002 for water and sewage, ordinance 87/2001 for waste management and town cleaning and ordinance no 73/2002 for central heating. It is guaranteed by law the equal access to services, equal access to information regarding the municipal SGI, the right to associate for users/consumers in order to promote their own interest, users/consumers are granted the right to be consulted in the decision making process. The law lists the public services obligations of continuity of service, quality of service, adaptability, universal availability and consumer rights.

The regulating authority for the local public services operating as natural monopoly is the ANRSC – National Regulating Authority for Local Public Services. The regulator for Central Heating is ANRE and ANRSC, depending on the technical specific features of the producers.

In the Czech Republic the issue of standardisation of public services is currently not regulated by the legal regulations or statutory instruments. Relevant ministries regulate provision by some public services, there are rules regulating the conditions of some public services. However, this does not apply to the conditions of availability of these services for the citizens. 

The rules of public support
 apply only to SGI of economic character. Competition does not exist in some non-liberalised market sectors. Public financing of enterprises is not assessed according to the rules for provision of public support. The rules of public support do not apply to SGI of non-economic character, however, if the particular organisations get involved in profitable activities of general interest, this part of their activities will be assessed by the Office for Economic Competition, on the basis of rules applicable to public support valid nationally. 

In Turkey several central and local authorities entrust private companies with some services. However, legal modifications to regulate have not been adequately comprehensive yet. Some regulations made in some areas to enforce the related ministries, but they are still far away from progressive steps to comprehend the participation of social partners, the consumer rights etc. In Turkey public reform takes place presently: the Government leans the ground for this reform to the changes in economic theory (liberalisation), in administration theory (governance), in competitive structure of private sector (privatisation and globalisation) and in civil society in view of social critics and alteration demands. The law drafts for the reform to abolish local units of several central authorities, and to entrust local governments with their duties. The opponents discredit to local authorities. The article of Turkish Republic constitution states that “the State takes the measures for lightening the consumers and encourages their protective initiatives”. Moreover, articles 56 and 57 regulate the rights of consumers with respect to environment, health and housing as well as social security. In Turkey the Directorate-General of Consumers’ and Competition Protection was established in 1993. Afterwards the Law on the Protection of Consumers was adopted in 08.03.1995 with no 4077 aiming at protection of consumers in accordance with the public good and necessities of economy with other related legislation. Those have brought along Province Consumer Council, Consumer Arbitrary Committee. A Framework law on consumer protection amending the existing the Law on the Protection of Consumers was adopted in March 2003 and come into force in June 2003. The Consumer Law prescribes financial support for the consumer organisations. However, there have not been an effective consumer movement in Turkey.
   

1.1. Water and sewage

In Romania the Government Ordinance no 32 / 2002 sewage sets the regulatory framework regarding the public services of water supply and sewage services. Law calls these services: “activities of public utility and of general economic interest”. The current legal framework provides for transparency in the selection of the water supply and sewage operator. The selection can only be done on a tendering basis. Currently the drinking water legislation and institutional structures in Romania are subjects of reform. Both the Ministries of Water & Environment and of Health & Family are looking at how to adjust legislation and institutional capacity to be able to adjust to the EU requirements for countries applying for EU accession. However, not many concrete steps have so far been taken.
In the Czech Republic besides others, the Water Act (254/2001 Coll.) regulates the obligation of public service for the operator of water mains and sewerage system.

A new Hungarian legal regulation (Government Decree No. 201/2001 (X. 25)) adopted in the framework of EU harmonisation, prohibits that the parameters exceed limit values of the elements directly affecting health (like arsenic, nitrite, boron and fluoride) in the supplied drinking water. 

In Turkey according to the 1982 Constitution, the Natural wealth and sources are under the rule and possession of the State. The State can assign these sources to the juridical and real persons for certain intervals. The Turkish civil code is dividing water into 2 categories: i) The persons have the property rights and so in using of water under the land belonging to private property; ii) Water belonging to public is under possession and rule of State. The underground water was removed from area of private property by modifying of the Article 679. As regards water, the most important regulations are the law about 167 underground water, the law about providing drinking and using water to Military Units, the Law about Providing drinking-using and industrial Water to Ankara, Istanbul, Izmir and cities having population more than 100.000. 
 However, the important regulations are more limited: Underground water Regulations, the Regulations of Water Pollution Control, the Decision of the Council of Ministers towards Determining of Areas of Special Environment Protection. Directorate-General of Village Services established by the Law of number of 3202 brought together with related authorities has the duty to protect the land and water sources in the rural area. The regulation of water launched in 1988 and renewed in 1 July 1999 has become the legal basis in the protection of water sources. This regulation is dividing the areas of protection as the absolute protection area (0-300m), the short-distance protection area  (300m-1000m), the middle-distance protection area (1000m-2000m), long-distance  protection area (2000m).

1.2. Waste management

In Romania the public management for waste and town cleaning services is legally regulated in keeping with the national strategy regarding the solid waste and the EU directives. The ecologic services are public local services controlled by the local authorities. The national regulation on waste management no 87/2001 stipulates the obligation of public service for the waste management services, and presents the choices in the organisation of such municipal services. 

In Turkey the legislation for urban waste consists of those: the Municipality Law dated 14.04.1930 with no. 1580, the General Health Law dated 06.05.1930 with no 1593, The Republic of Turkey Constitution dated 09.11.1982 with no 2709, the Law on Environment dated 11.08.1983 with no 2872, the Big-City Law dated 09.07.1983 with no 3030, the Municipality Revenues Law dated 15.07.1993, the Law on Making of Modification in Municipality Revenues with no 3914. By these laws as the municipalities are responsible for execution, the Ministry of Environment and Forests and the Ministry of Health are responsible for legislation, regulation and inspection.   The General Health Law has brought about the rules for the new settlements and urban problems together with waste collection and storage. It also has charged the municipalities and central authorities with taking required measures. 

1.3. Energy, electric power, gas, heating industry 

Together with gas and heating industry, electric power engineering belongs to the power branches. The subject of business in the electric power engineering is generation of electricity, transmission of electricity, distribution of electricity and trading with electricity. 

The European energy markets became a subject of deregulation and liberalisation in early 1990s. Great Britain led the way, launching simultaneously into restructuring and privatisation in 1990. Other European countries soon followed these steps. By 2003 energy markets in a seven Member States (Austria, Denmark, Finland, Germany, Great Britain, Spain and Sweden) were completely opened
. Realizing the objectives set out by the Lisbon Strategy requires, however, accelerating the transformation of the energy sector, especially in the remaining EU-15 countries as well as in the candidate countries. In an attempt to answer this challenge the following legislation was enacted: 

· Directive 2003/54/EC concerning common rules for the internal market in electricity and repealing the Directive 96/92/EC O.J.L. 03.176.37);

· Directive 2003/55/EC concerning common rules for the internal market in natural gas and repealing the Directive 98/30/EC O.J.L. 03.176.57);

· Regulation no 1228/2003/EC on conditions for access to the network for cross-border exchanges in electricity (O.J.L. 03.176.1).  
In Poland after few relatively uneventful seasons a restructuring process accelerated as a number of documents defining objectives and guidelines for the energy policy of the state were accepted by the government in 1996, like the “Rules for Energy Policy until 2010” and “The program for de-monopolization and privatisation of the Electrical Energy Sector”.  Finally, the Energy Law (Prawo Energetyczne) (J.L. 97.54.348) was adopted in 1997. This act provided a comprehensive framework to liberalize the sector and removed a number of constraints, which were impeding development of competitive energy market. Major provisions of the Energy Law included the establishment of the Energy Regulatory Authority (Urząd Regulacji Energetyki, URE), as a regulatory body at the energy market. Its responsibilities were defined in licensing, tariff control and promoting competition. Responsibilities for and authority over various entities in the energy market were assigned to specific administrative bodies (Ministry of Economy, Labour and Social Policy is responsible for formulation of the energy policy of the state and its implementation; Ministry of State Treasury – exercises ownership functions on behalf of the state. Third Party Access (TPA) principle was introduced according to which the entities enjoying monopolistic positions (PSE SA and the electric distribution entities) were obliged to allow other energy producers to the networking. 

Hungary adopted the new Act on Electricity in 2001. Then, the country moved towards joining the EU's internal energy market, by fulfilling the EU requirement on market liberalisation as regards electricity. Air quality limit values were reviewed and Hungary adopted the air quality limit values specified in the EU directive on large firing equipment. 

In the Czech Republic Act 458/2000 regulates the conditions the power branches (electric power engineering, gas and heating industries) and the rights and obligations of natural and legal entities related therewith. The Act 406/2000 regulates energy management. The Energy Regulatory Office exists too. In the Czech Republic only natural or legal entities, with state approval and licence issued by the Energy Regulatory Office are allowed to make business in the power branches on the territory of the Czech Republic under the conditions set by the Act regulating power. The licence is granted for a definite period of time, at least for 25 years for generation of power, transmission of electricity, distribution of electricity, and at least for 5 years for trading with electricity. The licences for transmission of electricity are granted as exclusive for the whole territory of the Czech Republic. 

In Romania the new legislation to implement the new market reforms has been approved and at the national institutional and legal framework level the situation is not much different from that of the member states. Romania’s accession process to the EU together with becoming part of the international energy market suppose compliance with the European Chart of Energy. Since June 2003 the new Law on Electricity
 regulates the entire sector and provides the framework for the evolution of the energy market in Romania according to the European requirements. Although the Law covers all essentially important participants in the energy sector and all mechanisms to allow a proper functioning of the market some amendments should be made to comply with the latest EC Directive 53/2003 on competition in the energy sector.

In Turkey substantial progress was made in adopting and implementing legislation. In September 2002 the licensing regulation was adopted. Further legislation was adopted on tariffs, transmission and distribution networks, facilities, consumer services, and auditing and pre-investigation, and internal installations. In the Turkish electricity sector the transmission system is managed by TEIAS (Turkey Electricity Transmission Joint-Stock) as a public monopoly subject to the rules of private law. TEIAS (the Turkey Electricity Generation Transmission Join-Stock) was divided to three parts by the Law of the Electricity Market of dated 20.02.2001 and no 4628, according to which the TEIAS was responsible for transmission, TETAS for distribution and the EUAS for generation. There are two framework laws regulating the energy market of electricity and gas in Turkey. The electricity market law of no 4628 and the gas market law of no 4646 are determining the legal basis of the activities in energy sector in Turkey. The Electricity Market Law of no 4628 is foreseeing that the market should be created with bipartite agreements. The deviations from the amounts committed with those bipartite agreements should be negotiated through a mechanism to balance and to conciliate. The Energy Market Regulatory Authority, EMRA established through these laws and having administrative and financial autonomy is an authorized institution with the Ministry of Energy and Natural Sources and is authorized to launch the secondary legislation. The Energy Market Regulatory Authority has the competence to launch the regulations and directives in relation to the application of electricity and gas market laws. In the electricity market composing of activities of the production, transmission, distribution, wholesale, retail-selling service, import and export, the activities of transmission, distribution and retail selling supplied to the individual consumers is subject to the regulation of EMRA. In Turkey after the law of gas market of no. 4646 was enacted, the EMRA became competent and responsible for regulating of gas market in the fields of import, export, transmission, distribution, storage, trade, licence and certificate and auditing for services of gas market. 

1.4. Public transport

The obligations of public service consist of the obligation of transportation, operation and tariffs. In Poland an important legal development took place when the Act on Conditions of Providing National Road Passenger Transport Services was passed
. In 2001 this legislation was replaced by the Road Transport Act
. The new law incorporated certain provisions of the Directive 96/26/EC (O.J.L. 96.124.1)
. Both acts were considered milestones in constituting a framework for bus transport and eliminated some loopholes that previously encouraged unfair competition. Lawmakers decided to adopt a moderate deregulation scenario for the public transport. Last year another important step on the course of sector restructuring was made as the Parliament accepted the Railroad Transport Act
. One of the most important features of the Act was establishment of a regulatory body for railways named the Railways Regulatory Authority
. The main responsibilities of that office include the regulation of the railway transport; licensing of the railway transport; technical supervision over use and maintenance of tracks and rolling stock and the traffic safety.  

In Hungary in the public transport following the implementation of regulation 1191/69, services of general interest will be provided on the basis of an agreed procedure, rather than an agreed volume of such services.    The concept of “service obligation” will be replaced by the concept of contracting.   In the future public authorities and the providers of SGI will be linked to each other by a contractual agreements based on the principles of competition.  In this manner, it is hoped that the regulated competition will lead to improvements in quality, to enhancement of productivity and market accessibility without market discrimination. 

In Romania a decisive point in the railways development was the setting up of the general legal framework for the railways transport activity by the Government Ordinance no 12/1998. The law qualifies the railways transport services as services of strategic national interest. The railways transport services can be performed only by licensed Romanian legal entities. In Romania the Ministry of Transport and the Civil National Aeronautical Authority operating under the Ministry’s authority regulate the air transport in Romania. The licensing of air transport operators done by the Ministry of Transport is line with the stipulations of the licensing norms approved by the Minister Order no 578/1998.

In the Czech Republic the issue of obligations of the public service is currently not sufficiently resolved. Missing is complex and exact legislative addressing of the problem, financial and inspection tools. The provision about obligations of public service can be found in the act regulating road transportation only. The notion of public service had not been included in the act regulating railways until 1998. Similarly, the legal rules regulating system assistance of the state to municipal public transportation have not been created yet. 

In Turkey a Road Transport Law - which provides the framework for both international and national road market activities - was adopted in July 2003. Legislative alignment with the acquis should start on maritime safety, as well as on road and rail transport. In Turkey a Draft of Public Administration Law is brought some regulations in the transport sector. The transportation services are opened up to competition, by taking in to the scope of privatisation. Thus, the local units of the Ministry will be assigned to local governments. As regards Turkish air transport, alignment should particularly focus on air safety and air traffic management. The Joint Aviation Requirements need to be implemented steadily. Turkey has been a full member of the Joint Aviation Authorities since April 2001. In September 2002 Turkey signed with the EU and the countries of Pan-European Transport Corridor VIII a Memorandum of Understanding concerning the promotion of infrastructure within this corridor. As regards Trans-European Transport Networks, Turkey has not yet prepared a programme with a view to identify the infrastructure needs of main transport in Turkey and the related transport network projects, in coherence with the TEN–Transport guidelines.

1.5. Telecommunications and postal services 

Telecommunication activities mean the establishment and operation of public telecommunication network; establishment and operation of non-public telecommunication network; provision of telecommunication services via public or non-public telecommunication network; establishment and operation of telecommunication equipment. 

In the Czech Republic telecommunication activity can be conducted only under a telecommunication licence or a general licence or permission or authorisation, unless this act specifies otherwise. Act N. 151/2000 Coll. regulating telecommunications regulates the following in the sphere of telecommunications: conditions for establishment and operation of telecommunication equipment and telecommunication networks, conditions for provision of telecommunication services, execution of state administration including regulation. The Ministry of Transportation and Communications and the Czech Telecommunication Office perform the state administration in the matter of telecommunications under this act. The Czech Telecommunication Office is authorised to order in public domain one or several holders of telecommunication licence to provide a universal service so that availability of the services is assured on the whole territory of the country.
In Romania the new legislation on universal services (304/2003), and user’s rights relating to electronic communications networks and services was adopted setting that all telecommunications operators for services available to the public and networks operators are subject to the regime of public services obligation. New regulation should appear in order to address the issue of affordability for the fixed telephony. 

In the Turkish telecommunication the uncertainty of regulations and competent institutions in the sector brought into an inadequacy of legal infrastructure. Instead to promulgate a new act, the former laws were renewed (act no 406, 3348 and 2813). In the telecommunication in Turkey the current legislation requires that Turk Telecom should assume obligations for universal service.  

In Poland one of the rare, but significant developments was the adoption of Communication Law
 in 1990, which formally separated telecommunications from mail services. In 2000 the Telecommunications Law
 was passed, which called into existence the office of the Telecommunications and Post Regulatory Authority
, which replaced the former Office of Telecommunications Regulation. The obligations to postal services include regulating postal operations; assessment of market and technical conditions; monitoring of the quality of postal services; licensing postal operators. However, this was not followed by a respective legislation dealing exclusively with postal services.  Although the blueprints for the postal law bill were in the works by 1993, it took ten years to finally pass the legislation. Through the adoption of the Postal Law
 2003, the following issues were defined and regulated: universal service; restricted services area; the term of “correspondence”; the status of the public operator was granted the PP and assumed the position of the universal service provider; weight limit was lowered to 350 grams; however, enactment of that particular provision was postponed until May, 1st 2004. During the remainder of this period weight limit is set at 500 grams. Despite gradual lowering of the weight limit, PP maintained solid position in the market: in 2000 96% of domestic as well as 65% of international revenues arouse from deliveries of items weighing up to 350g.

In the Czech Republic the Act N. 29/2000 Coll. regulating postal services sets the conditions for provision and operation of postal services. According to this act, the operator of postal service can be a legal or natural entity on the basis of an approval granted by the Ministry of Transportation and Communications on the basis of written application.  If the legal or natural entity desires to operate postal services of delivering of mail, the weight of which is lower than 350 grams and the contents of which are written messages, for a lower price than the amount which is set by the government in the decree, besides the approval, it must also hold postal licence. These provisions have been changed from the beginning of 2004.

In Turkey the Postal Management (PTT) takes the legal basis from the Post Law and Regulation of no. 5584, from the Telegraph Law of no 406, from the Notification Law and Regulation of no 7201 and from the related other legislation. The main duty of Postal Management is to provide the execution, coordination and organisation duties entrusted. Thus PTT have to meet post demands in Turkey directly or indirectly or through the third countries in the framework of mail post, package, APS (fast post service), currency post, telegraph, and tele-post. In Turkey the Land Transport Law prepared by the Ministry of Transportation ratified by the Parliament in July 2003. The existing rights of the Post management, PTT was kept up by this Law with respect to its postal monopoly on mails. As regard cargo corporations, the Land Transport Law provided a legal basis to cargo carriage, on the condition that they take “general permission” from the Ministry of Transportation. 

2. Financial situation, means of funding 
2.1. Trends to decentralisation but insufficient local funding 

In Poland on the one hand, the reform of government widened the margin of independence and strengthened the power enjoyed by local authorities, but on the other hand the financial burden of enlarged scope of responsibilities imposed on municipal authorities by new legislation turned out to be so heavy that it resulted in constant deficit in local government entities’ budgets and growing debts. Since 1999 the expenditures of local government have been growing faster than their revenues. These circumstances prove crucial in understanding the persistent incapacity of municipal governments satisfying all the needs of local communities in regard to public services, including those that are considered a part of services of general interest. Dealing with chronically insufficient funding, local administration is forced to neglect services such as those, which this study analysed, only to ensure the existence of most crucial services, such as education and healthcare. Inevitably, abandoning of necessary investments critically impairs the infrastructure, which on the eve of Poland’s entry to the EU, appears to be in a state deterioration.

In Romania over the last years a steady transfer of responsibilities to local authorities was made mainly in the sectors of: social assistance, health, education, transport and municipal utilities. The main source of financing the SGI in Romania are the local budgets, taxes paid by the contributors to the state, therefore the public administration is legally bound to find the best balance quantity/price/quality for the SGI they provide to citizens. An additional source of finance for the local SGI are the “special funds” managed by the central government and allocated by ministries’ decisions proving that the political factor is still major in dividing these allocations. A relevant transfer of resources did not always accompany this transfer. The local revenues raised by the local authorities are not at a sufficient level to allow capital investment; they are mainly used for the increasing current expenditure. The public authorities can borrow funds for the extra expenses and there is a law provision that the establishments providing SGI should be offered priority when applying for licenses, authorisations, and concessions. 

2.2. Water, sewage and waste management 

In Hungary the share of the environmental investment financed from the central budget with different earmarked funds is about 1% of the GDP. Most of the national environmental budget originates from central government revenues. Environmental revenues from local governments remain insignificant. The share of earmarked funds has doubled in the last decades, in particular with the environmental product charges. The central government budget provides support for various environmental investments, mainly for combating water pollution, for waste management, for nature conservation, for air pollution control and protection against noise and soil contamination.

In Romania in the waste management the present and future needs for development led to different solutions for attracting investments for development. Therefore the local authority can attract international loans or can collaborate with private investors that would become, following a concession contract, the operators (grantees) of such services. The capital investment as landfill sites can as well be privately owned or state owned. 

In the Czech Republic the Act regulating water mains and sewerage system for public need delimits the forms of payments for water rate and sewerage. There are forms to calculate with one or two components, this latest has a fixed component too. 
 Water rate and sewerage is paid in single-component form, unless the municipality determines it otherwise. Since 2003, almost one half of Czech water management companies have expressed their interest to introduce fixed and variable component of water rate and sewerage. The lump sum component should pay for the costs of the water plants for maintenance and operation of network. The variable component should be based on the quantity of water consumed. Final decision would, however, be in the hands of owners of water management property, i.e. in the hands of municipalities. Since 1994, in the Czech Republic the prices for water rate and sewerage have not been subsidised from the state budget and prices of water rate and sewerage for households and other consumers have been unified since 2001. Investment projects in water management should utilise the financial and subsidiary sources of the state budget, subsidies of the European Union /PHARE/, budget of municipalities near the border or ministries of candidate states bordering with EU countries. 
In Turkey the Directorate-General of Provinces Bank established in 1945 has the duty to provide supports in the planning of systems of sewerage and the wastewater to municipalities and to provide for services related with water and hygienic services.

The cost of waste service should be met by the municipality budget since they are responsible for the waste management. The municipalities allocate the 40 percentage of their budget to the services to collect and store the waste. The Law on Making of Modification in Municipality Revenues no 3914 have brought about “Environmental Cleaning Tax”. Since the money is collected as a tax not as the price of cleaning service so the municipalities cannot allocate it for private cleaning facilities, they are not able to find the source within their budget for expenditures to privatise the cleaning services. In practice they are seeking for ways to privatise waste services. As the private companies service in waste collection in 151 municipalities, it is understood that they must have found a way for privatisation in the sector. 

2.3. Energy sector

In Romania by law the financial sources of the energy system are the own budgets of the electric power companies, state budget and the local budgets. The soft loans and state aid are also used for financing this sector. The financial sources for capital investment in the energy transportation and distribution grid are the local budgets, the state budget or other „special funds”.  Under the present legal and regulatory framework, it is possible for the private sector to build additional generating capacity, if there is demand for more energy.  The policy is also to encourage the completion of a number of hydro projects, most started in the 1980s, in partnership with the private sector.  New investment could therefore lead to greater pluralism in the sector. 

2.4. Post services and telecommunications

In the Czech Republic the Ceska Posta (ČP) is an enterprise where 100 % is owned by the state, it is one of a few enterprises in Europe and in the world, which assures postal services in the position of national operator and is not subsidised by the state. Approximately 75 % of the revenues of ČP are represented by the income from postal operation. Substantial part is formed by the income from procurement services (approx. 12 %). Post, being a state enterprise, does not have to generate profit but it must not even ask for subsidies from the state. It has been functioning without subsidies since its foundation. All profits of the post are reinvested.  

In Turkey although the taxes on the services of communication, especially on GSM subscriptions are high, the number of GSM subscribers is continuing to increase more than those for fixed voice telephones. Tax burden is 45 % on subscribers of GSM. As regard to per capita income, while telecommunication revenues are over the world average, the telecommunication investment is under the average.

2.5. Public transport, road transport infrastructure

In Poland although fixing tariffs are due to the local administration by virtue of the Act on Prices (J. L. 01.97.1050), the decision-makers are bound by regulation granting the rights to discounts and lower fares on urban transport services to numerous social groups (students, war veterans, physically handicapped, pensioners, members of parliament and others).  No secondary legislation concerning the compensations of the costs incurred by the operators for discounts has been prepared. Therefore, such costs cannot be refunded by the national budget. As a consequence, revenues generated on ticket sales are insufficient to cover the operational costs. As a result a company’s loss has to be compensated by municipal budget. 

In modern societies, the cost of transport is about 13-18% among the expenditures of households. It is also a significant cost in national budgets. After World War II EU members invested 2.5-2.8% of their GDP in transport given the need of restructuring and development. In the late 90’s the ratio of the amount from the budget spent on transport infrastructure was 0.9-1.0% of the GDP in the member countries. The latecomers like Spain and Portugal spent 2-2.5% on their transport network over years.  From 2003-2004 Great Britain would spend 1.8% of the GDP on investments of transport infrastructure. In the 90’s Hungary spent from the central budget 0.5-0.6% of the GDP on transport. In Hungary considerable additional maintenance requirements are necessary because Hungarian roads were built for 10 t loads as opposed to the 11.5 t general load figure prevailing in the EU. The planned load extension programme covers approximately 7 400 km of highways, the implementation of which was started by support from ISPA pre-accession instruments. Local and urban passenger transport in Hungary is currently subsidized through several channels from the central budget. MÁV Co. – the Hungarian railway – is receiving annual direct production subsidy, and beyond this the company is bailed out from time to time, if end when the accumulated bank debt becomes unbearable for the company.  Beyond these two channels, MÁV is also entitled to investment subsidies for projects of national importance. Road transport is supported by the state through the subsidization of the modernization of the buses owned by the local Volán bus companies. Until 2004, local public transport was not entitled to direct subsidies, unless exceptional circumstances in the capital city of Budapest required otherwise.  From 2004 onwards, however, local governments are eligible to such subsidies as well.  Indirect subsidies, as in the past, will continue to exist in the future as well.  Typical examples of such indirect subsidies are the budget’s contribution to tickets for pensioners, students as well as to other handicapped social groups.

In Romania the system operators, transport operators and the other companies resulted from the reorganisation of National Railways are independent joint stock companies, able to operate on the market as trade companies. Although their owner is the state they can be sold, privatised or can enter in different commercial agreement with third parties. The railways infrastructure works are financed by the state budget as it belongs to the public property of the state. The capital investment of the passenger operating companies is done through their own sources, own budget, loans obtained from banks in market conditions.

The obligation of social service is financed by the state though transparent subsidies. The financing of the air transport in Romania is done both through the commercial operations income and by state aid. There is a state aid regulation for air transport, Ordinance no 176/2003 and also a regulation order no 45/1998 regarding the ‘Special Aviation Fund’.

In the Czech Republic transportation service provided on the basis of principles of obligations of public service for passenger and as an exception in some cases also in cargo transportation, is contractually supported by state, regional or local budget according to the law. General problem is the limited financial possibility of local/municipal budgets.

3. Consumption of services, their role in promoting social territorial cohesion 

The services of general interest organised as large network industries are considered by the EU legislation to have important role in strengthening social and economic cohesion and contributing to the better functioning of the internal market. There is fear for example, that the minimum standard of public services in some parts of the Czech Republic could decrease after cancellation of the District Offices as former guarantors of many public services. To ensure these public services for the citizens it is necessary to transfer the responsibility to the local authorities. The law will regulate the parameters of minimum standard of these services, the individual standards, levels of public administration or specific types of municipalities, the financial conditions, the rights and obligations of regions, central administration, providers of public services. This approach hopefully guarantees the minimum standard of selected public services to citizens also after transfer of responsibility from the state to the territorial self-administration and creates conditions for „economisation of public services“. 

3.1. Water, sewage and waste management: urban-rural contrasts

In Poland the vast majority of urban households have access to public water supplies and sewage services. As the Polish central Statistical Office reported, the number of the cities served by municipal installations increased by 3,3% (from 864 up to 882) between 1995 and 2002. Contrastingly, the substandard shape of countryside environmental infrastructure is considered about twenty years behind that of the EU average. Also, between 1995 and 2000 water consumption decreased by 9,1%: from 12,1 billion m3 to 11,0 billion m3. Per capita amount of water consumed in the households in 2002 was 40 m3 in the cities (41,6 m3 in 2001) and 22 m3 (21,5 m3 in 2001) in the rural areas.
 In the coming years Poland has to count with an escalating deterioration of water resources. According to a report by Superior Chamber of Control/ (Najwyższa Izba Kontroli, NIK), Poland ranked 22 (among 23 European countries compared) in terms of per capita volume of disposable water resources.  In Poland the development of the sewage system network between 1997 and 2002 was more impressive than the aforementioned water-line network success:  here the growth rate exceeded 59%. Even though, sewage systems reached a total length of 61 thousand km at the end of 2002, sewerage systems constituted a greater disadvantage between rural and metropolitan areas than in case water supply installations. Furthermore, as the research conducted in urban areas indicated, most of the existing network (approximately 85%) was built with corrosion prone materials such as concrete, reinforced concrete or stoneware. The following statistics clearly show the extent to which rural areas remain disadvantaged in comparison to the cities: in 2001 84,3% of rural residences was connected to the water-line network. In urban areas, the percentage of apartments equipped with such installation was much higher at 97,8%. In addition, 90,6% of city residences had toilets, in contrast to only 65% of rural homes. Bathrooms, on the other hand, were found 88,7% of urban apartments, while such installations could be found in merely 68,8% in their countryside equivalents
.

In Hungary, practically all settlements have mains water supply with 98% of the population supplied with water. However, the quality of more than 42% of the drinking water supplies does not fully meet some of the limit values contained in the EC directive
 and the values of the Hungarian government decree published in 2001. Only 58% of the population live in settlements where the quality of drinking water meets quality standards. In underdeveloped areas the unsolved wastewater management causes serious problems. Due to the structure of settlements in Hungary there are numerous villages with a population of fewer than 2000 residents (there are 826 such villages, 165 of which are located in a sensitive area). Less than 20% of these have sewage systems. The efficiency and environmental protection aspects of methods of wastewater management in small villages and in areas with scattered settlements must be given careful consideration. These areas do not necessarily need sewage system and central wastewater management; here the application of simpler, individual purification procedures must be considered. The development of the population’s living standards, as well as the focus on sustainable growth and environmental aspects require the use of more environment friendly, renewable energy sources.

In Romania out of a population of 22.5 million only 14.7 million people have access to water supply with controlled quality trough central systems of distribution for drinking water (66% of the population).  Each of the 263 towns and cities of Romania have central water supply systems while these water systems are available only in 2648 rural communities (16.8%) out of the existing 15779.  About 80% of the rural population (8 million people) rely on well water for drinking and domestic needs. In the rural areas there are about 1 million private wells, most of them of insufficient depth (10-20 meters). The well water especially in southern and north - eastern parts of the country is polluted with nitrates, pesticides and bacteria. However, even for the population of the larger cities connected to the central water distribution system, drinking water is often not safe (shortage of good waste-water treatment plants, leaking pipes causing contamination). Another problem in cities is the irregularity of the supply. The distribution networks for water supply in Romania measure 28 000 km out of which 18500 in towns and 9500 in rural areas. The current problems of the water supply is that 34.4 % of the country’s population do not have access to water supply (15.2% urban areas, 84.8% in rural area); 83.3% of the rural communities do not have water supply systems. Numerous international funded projects are currently in process all over the country with the aim of building water supply systems, water treatment plants, rehabilitating the existing water supply and sewage networks. These programs are like EBRD Municipal Development program which consists in assisting central and local government in their financing of critical investments in the renovation and upgrading of municipal water supply and waste-water infrastructure in a group of middle sized cities (164,000 to 360,000 population): Brasov, Craiova, Iasi, Timisoara, Tirgu Mures, Arad, Bacau, Bistrita, Botosani, Braila, Cluj, Constanta, Focsani, Oradea, Tirgoviste. The project incorporates a major initiative to support the corporatisation of the local water utilities. This will also facilitate a move away from the existing centralised system of municipal investment planning and funding towards a decentralised system that promotes economic efficiency, financial viability, and responsiveness to local needs. The project has allowed institutional structures and approaches to investment processing to be established at central and local level, these can be generalised and applied to municipal financing in the water supply and wastewater sector across Romania. 46 towns of 262  (17.56%) do not have wastewater treatment plants, some of them very important towns (Bucharest, Craiova, Galati, Braila, Drobeta-Turnu Severin, Tulcea) and only 53 rural communities out of the 15779 have wastewater treatment facilities (0.35%). The existing wastewater treatment plant is outdated technically due to the changes in the wastewater chemical structure.

In the Czech Republic in water management significant improvement occurred in the last two years in some areas. The number of inhabitants having the supply of water from public water mains has increased. In 2002, 87.1 % of the total number of inhabitants had the supply of water from public water mains in the Czech Republic (yr. 1995 – 85.8 %, yr. 1989 82,4 %). The greatest share of inhabitants having the supply of water from public water mains was in Prague in 2002 (99.6 %) and in the region of Ústí nad Labem (96.2 %), the lowest share being in the Central Bohemian region (74.8 %) and in the Pilsen region (81.2 %).  In addition to that, the number of inhabitants connected to public sewerage system is growing. In 2002, 77.4 % of inhabitants were connected to the public sewerage system and the lowest share of inhabitants connected to the sewerage system was in the Central Bohemian region. The share of treated wastewater has increased; it was 89.5 % in 1995 and 71.5 % in 1989.  In general, the share of inhabitants connected to public water mains and sewerage system is increasing but at the same time, the trend of decrease of the volume of produced drinking water continues to exist. 

3.2. Electricity, gas

In Poland the consumption of electricity falls behind all of the EU members (in 2000 the annual per capita amount energy utilized in Poland was 2512 KWh, compared to 4475 KWh in the lowest ranked EU-15 country, Portugal and to EU average of 5913 KWh)
. The annual volume of electric energy produced by various power plants amounts to 144 million MWh.  Nonetheless, it should be noted that 11 largest entities (power plants and their groupings) provide over 80% of all energy produced in Poland
.

In Turkey, in order to extend gas consumption to all country, the licence contracts were especially made for cities not using gas before and this has continued also during the year of 2003. The rates of gas and hydro-energy in consumption will be enhanced to the primary energy consumption by way of supporting the economic and social development, damaging minimally the environment. It has requested that the production directed to meet the demand to be realised together with the systems of transmission and distribution through the extension in gas using countrywide.  

3.3. Public transport

In Poland in 2002 total of 255 cities had access to urban transport. In those cities 11680 buses were in use, along with 3710 streetcars and 176 trolley buses. Only the inhabitants of the capital city of Warsaw could travel by subway train. The only operated line with a length of 14 km was launched in 1995. According to data released by the operator, about 250 thousand passengers travel underground every day. The last decade, however, was a period of constant economic decline not only for Polish National Railways, PKP but also for mass transport in general. This dynamic time period witnessed a road transport boom in Poland, which led to a decrease in the number of passengers and the volume of goods carried by rail. While in 1990 there were only 5 million private passenger vehicles registered (138 cars per thousand population), twelve years later that number exceeded 11 million (288 cars per thousand population)
. 

The Hungarian sections of the East-West and North-South corridors and the development of integrated transport infrastructure, i.e., road, rail, water or air transport promote the development of the areas concerned, but also the traffic generating impact of the increasing number of vehicles must be taken into consideration. The current network is yet                                                                                                                                                                                                                                                                                                                                                                          characterised by its underdevelopment, its poor technical parameters, the low proportion of expressways, and missing connecting roads; in combination they significantly hinder economic and social development in some areas, and the relative isolation of certain disadvantaged areas makes it impossible for disadvantaged areas to be realigned. 

The passenger railways transport in Romania is a social public service. In order to offer these services at social prices the transport operators are reimbursed the price difference with a minimum 3% profit margin by the central or local authorities. Any legally licensed company can operate activities of passenger railways transport under a concession agreement concluded with the Ministry of Transport. In order to meet the obligation of social tariffs the public authorities offer price compensations to these companies.

In the Czech Republic the basic transportation service of a part of the territory consists in assurance of reasonable transportation for the reason of public interest on all days in a week, especially to schools, to offices, to courts, to medical establishments providing the basic health care and to work, including the transportation back. 

The public municipal transportation is the most powerful branch of passenger transportation and is simultaneously used as regulator of the individual automobile transportation and the responsibility for its development and operation is borne by the individual municipalities. For the time being, the state participates with partial system support in the municipal public transportation in certain areas, however, the area of metro is not included in the system support for now. Approximately 20 transportation companies mostly in the form of joint-stock companies operate public municipal transportation with 100 % share held by the city and in approx. 80 larger cities by private companies or natural entities. 

3.4.Telecommunication

With over 38 million population the Polish is one of the leading telecommunication market in Europe and the biggest one in the candidate countries. The estimated market value is €8,3 billion
. Fixed telephony network has been expanding at a very high rate. Between 1990 and 2002 the number of mainlines grew by 250%. As the result, in 2002 there was 11,9 million of telephone lines. Number of fixed lines per thousand inhabitants reached 311 (347 according to other source)
. However, those figures are considerably lower than in EU-15 countries: Portugal, which is the least saturated country in current EU has 44 mainlines per hundred inhabitants (Luxembourg has the highest fixed telephony rate at 78%). EU-15 average is 60 lines per hundred residents. When compared to other candidate countries, Poland does not differ from Czech Republic and Hungary, where there are 35 and 35,4 lines per hundred inhabitants respectively
. In 2002 the penetration level of cellular telephony in Poland reached 42%, which falls far below the EU-15 average at 75%. Because the market is far from being saturated, its growth rate has been rapid, surpassing the figures for European counterparts
.  The level of Internet access has been quickly increasing. The estimates of the Internet users number vary between 3,6 million and 5,2 million. According to the Social Diagnosis 2003 (Diagnoza Społeczna 2003) research about 1/3 of the households are equipped with personal computers, while 17% have access to the Internet. The expansion of the Net is likely to slow down, however, due to planned raise in VAT rate to 22%.  
In the Czech Republic at the end of 2002, ČESKÝ TELECOM operated 140 control and 2374 local digital exchanges, the total capacity of which is approximately 4.5 million connections. The process of full digitalisation of network was completed in 2002 when the last analogue exchange in Prague 6 at the White Mountain was switched off. 

Český Telecom also provides a number of solutions for the sphere of state administration and it is responsible for implementation of an extensive project of communication infrastructure of information systems of public administration (IVS – intranet of the public administration). For this reason, a new organisation unit called Business Solutions Group was established in autumn 2002. Its competence includes also part of the project called Internet to schools, in the first phase of which connection for 3620 schools to the Internet was introduced. 

4. Profit or non-profit orientation, public or private status of SGI 
4.1. Water, waste

In Poland the water and sewage sector opened up for private operators in the 1990s. So far involvement of private entities in the market has been limited. The most significant event in the course of deregulation of the sector up to date was the entrance into the Polish market of a French based company, Saur in 1992. Under agreements with metropolitan authorities Saur assumed operations of water and sewage systems in the city of Gdańsk (0,5 million residents) for the period of 30 years. The authority has been divided between the operator and the city, delegating the responsibility for systems operations and maintenance, continuity and quality of services, customer relations and supervision of the ongoing investments.   The city, in turn, retains ownership of the water lines and sewage infrastructure, controls the decision making process related to investments, financing, and finally, sets the tariffs for services. Besides Gdańsk’s private operators are present in just a few medium-sized cities such as Tarnowskie Góry and Bielsko-Biała. On the contrary, there are still a huge number of budgetary entities in the sector. Such entities are organizational units of municipal administration, whose scope of activities is limited to technical and administrative tasks. 

In Romania the participants at the water market are the municipalities through their own departments or the licensed trade companies. The trend is that in large towns with large client base the water supplier is a trade company. For very small town and villages the option is Internal Department in the City Hall. The water suppliers and the users conclude contracts for connection to the grids and water supply. The users can be companies, public institutions, residents’ associations, and private persons. The invoicing for the consumption is done according to the meters (where they exist) or on the basis of the average consumptions as per the regulations and the tariffs approved by the local council. In most of the cases the invoice include the payment for the sewage of the wastewater and pluvial waters. The owners of the water supply infrastructure are the local authorities. The supplier is only the operator and user of the grids. In case the water supply operator develops the existing network the new capital investment or rehabilitation works will be the public property of the state. The financing of the capital investment in the water sector goes from operator’s funds and state budget allocations as stipulated in the concessions agreements; sovereign bank loans; State aid or international aid, special funds and private investment through build-operating-transfer type of contracts. The same operator generally provides the sewage system services. The ownership of the sewage grids and connections valves belongs to the beneficiary (if they are on the private domain of the beneficiary) and belongs to the municipality, if they are situated on public land. In Romania the waste management concession periods vary, according to the specifics of activity, so management of collection and transport concession lasts 8 years, construction and administration of ecological landfill sites lasts 20 years, cleaning the public roads lasts 8 years and administration of green areas lasts 5 years. 

In the Czech Republic water mains and sewerage system for public need are established and operated in the public domain. Operator of water mains or sewerage system is an entity, to which the Regional Office granted permission. The process of transformation of ownership rights, privatisation of the sphere of water mains and sewerage was practically completed in 1997. In 2003 there were 55 operators of water mains and sewerage systems on the territory of the Czech Republic. Currently, there is a clear tendency towards concentration of activities of operation of water mains and sewerage systems into a smaller number of entities and the share of foreign companies in the operating organisations is growing. A significant foreign company in the Czech Republic is Veolia Water, which is the largest company on the Czech water management market in the area of production and distribution of drinking water and removal and treatment of wastewaters, it operates on almost 40 % of the Czech water management market. 

4.2. Electricity, gas

In Poland in 2000 the Energy Exchange (Giełda Energii S.A.) was launched. The Exchange was intended to become the foundation of the free energy market. The entity participation in the Exchange is voluntary. Currently the Exchange has 13 members: eight distribution entities and five power-generation plants. As long as the long-term power purchase contracts (kontrakty długoterminowe, KDT) remain in force, the impact of the Exchange is limited. Long-term contracts were multi-annual agreements for electric energy supply signed by the Polish Power Grid Company (Polskie Sieci Elektroenergetyczne SA, PSE SA) and power-generation plants. In early 2004, however, the Council of Ministers accepted the draft legislation, which, if adopted, would mark the end of the long-term contracts. Presently, the energy market consists of three segments: the contract market, also known as the bilateral market, at which energy is sold according to contracts reached by units from various industry sub-sectors; up to date the contract market has been based on long-term contracts (KDT), through which approximately 70% of electric power is sold; the energy exchange market, built around the Energy Exchange, at which contracts are closed between the Exchange members; the balancing market, that market intended to balance supply of and demand for energy. In course of privatisation a number of entities were taken over by strategic investors. On the list of companies that underwent ownership changes were six electric power plants (of 19 operating in the country), nine combined heat and power plants (of 19 operating in the country), as well as two distribution entities (of 33)
. It should be emphasized that government has no plans to privatise the PSE SA. According to the announcements by Ministry of State Treasury, in 2004 we are likely to witness a number of state-controlled companies undergoing ownership changes. However, the privatisation offers not necessarily have to raise interest, because foreign investors have become apparently reluctant about Polish energy market since 2002, when the excise tax on electric energy was introduced. Moreover, the government has recently postponed the privatisation of a large G-8 distribution group with no term fixed. 

In Hungary the electricity and gas supply companies and, except for two, strategic investors acquired traditional thermal power plants in 1995 to 1996.

In Romania the energy transportation network is in the public property of the state as a system of a strategic importance. The energy transportation system (high voltage lines, power exchanges, switchyards) is in concession to the Transelectrica – the sole company to offer the transportation services by assuring the access the grids for any applicant: producer or distributor. Producing energy in Romania is an activity totally decentralised. The energy producers are the independent trade companies or any other legal entity meeting the conditions for licensing. The producers can form associations with any entity in view of producing energy in keeping with the competition regulations. Although independent entities, the great majority of the installed power for generation belongs to the state. Setting all producers as independent entities is nevertheless a positive development towards a private ownership that is the essence of a true competition market. All the companies acting as energy producers in Romania have the right to access the transportation and distribution grids according to their ranking on the system operator’s list. They are obliged to follow the operating rules imposed by the system operator and to comply with the law requirements. 

Before any major change to the market arrangements, Termoelectrica (old state owned thermo power company) was divided into several production branches and subsidiaries so as to provide a basis for competition. Termoelectrica S.A. is the main electric power generator in Romania, covering approximately 45 % of the market.  The hydro power plants belong entirely to the government based on the government policy constraint that ensures that the existing hydro facilities remain in the ownership of a single, publicly owned entity, which would have a dominant position in the flexible generation that provides most of Romania. The hydro rent or surplus is passed through to customers in the form of lower final consumer tariffs. In Romania the privatisation process for two of the eight energy distribution companies is under finalisation while other two are being prepared for privatisation. The Romanian electric power market consists of two sections: the open market and the regulated market. OPCOM is the commercial operator organising the electricity trade on the market. Transelectrica is the unique shareholder of the Romanian Power Market Operator. OPCOM S.A is a legal subsidiary of Transelectrica. The market was opened at 25% in December 2001 and continued to 33% opening starting June 2002. This market opening will only be to the benefit of the eligible consumers who will be allowed to negotiate their power supply contracts directly with the producers. Producers interested to operate in the open market would need to be similarly approved by ANRE. The rest of the consumers will remain in the captive market where the prices are regulated by ANRE. Romania has started to differentiate prices for residential and non-residential consumers. 
In the Czech Republic the state purchased 66 % of shares in company ČEPS, which assures safe and reliable transmission of electricity for the users of the transmission system, from power company ČEZ. According to the resolution of the Office for the Protection of Economic Competition, ČEZ must sell three acquired minority shares and one majority share in the regional power distribution companies and in addition, ČEZ must sell the remaining minority share in company ČEPS.
In Turkey the structure of the electricity sector is based upon opening up of the market of generation and distribution. The transmission system is managed by TEIAS (Turkey Electricity Transmission Joint-Stock) as a public monopoly subject to the rules of private law. Since March 2003 eligible consumers have been free to select their suppliers. The opening up level of the market, at 23%, remains the same during the previous reported period.  In December 2002, Turkey signed a Memorandum of Understanding aiming at the creation of the Regional Electricity Market in South Eastern Europe. The state-owned wholesaler, TETAS, continues to purchase electricity produced by the state-owned electricity generation company, EUAS, as well as by the private generators under the fixed priced long-term power purchase agreements. TETAS determines a single wholesale price to be valid for all electricity it sells.  In Turkey the electricity productions of private sector companies and their associations could not exceed the 20 % of the production according to a rule that was announced in the previous year. This rule is seen as the basis of a competitive electricity market. The opening process of the market in the gas sector started in November 2002. As the necessary regulations for opening were done by the Regulatory Board, licence applications have started to be accepted. Although the market is now open to competition, BOTAŞ as a public gas company in Turkey, continues to carry out (international) trade, transmission and storage activities and is the sole supplier on the domestic gas market. Thus the consumers have not witnessed any change to benefit yet.

4.3. Postal services and telecommunication

An observation of the development of European postal services reveals two noteworthy tendencies, which play a primary role in the constant evolution of this area.  On the one hand, the postal sector has witnessed increasing liberalisation since the 1980s, although these processes followed diverse paths and progressed at different rates in various countries. On the other hand, the level harmonization of the European market remains relatively small.  The potential of a more significant advance in the level of harmonization arouses doubts, because it would require a unification of tariffs and uniformisation of the access to the postal networks, and insuring identical level of service quality.  The market harmonized in such manner would become inflexible.  The key argument against complete liberalisation of the market lists the danger of disappearance of universal services, because providing of standard mail would become unprofitable. In 1992 the Green Paper on the development of the single market for postal services was adopted. This event triggered the process of devising legal framework of European postal market, which yielded the 1997 the Directive 97/67/EC on common rules on the development of the internal market of Community postal services and the improvement of quality of service (O.J.L. 98.15.14).  The directive established common rules concerning, among others, the provision of the universal postal service, tariff principles, harmonization of technical standards, and the creation of national regulatory authorities.  In particular, the directive introduced a 350g-weight limit for services reserved for the universal service providers (i.e. national postal companies). The aforementioned directive was amended by another one, namely Directive 2002/39/EC, thereby setting the schedule for future lowering of the weight limit for the restricted area.  The limit would be changed to 100g in 2003, and 50g in 2006.

In Poland prior to 1992, all communication services were assigned to Polish Post, Telegraph and Telephone. In 1992 the monopolist telecommunication and postal services were split into two independent companies operating in two markets: the Polish Post (Poczta Polska, PP) and the Polish Telecom (Telekomunikacja Polska SA, TPSA).  Both entities retained monopolistic positions on their markets. In 1997, PP was granted the status of a State-owned public utility company.  The liberalisation of the Polish postal market advanced sluggishly.  Up to date, only the courier mail sector functions under free market conditions.  The first international courier mail companies appeared on the scene at the end of 1980’s, for the first time forcing the monopolist PP to deal with competition.  The following decade provided little change in the legal environment of postal services, which impeded the progress of competitive market.  The most liberalized segment of the postal market is courier mail. There are 50 licensed companies currently operating. Among them there is a dependent entity of the PP: Pocztex, with approximately 10% market share. The German national operator Deutsche Post controls the leading company Servisco, while third ranked Masterlink is tied to Swedish Posten. In Poland the number of fixed telephony operators amounts to 85; most of them are, however, of minor significance. Polish Telecom (Telekomunikacja Polska SA, TP SA) still controls an overwhelming portion of that market with 91% of subscribers and 95% of long-distance calls
. TPSA was established in 1992 after the division of the Polish Post, Telegraph and Telephone (Poczta Polska, Telegraf i Telefon) into postal and telecommunication companies. In 1998 the company underwent privatisation and became publicly traded at stock exchanges in Warsaw and London. In 2000 a strategic investor – the consortium of France Telecom and its local partner Kulczyk Holding – acquired 35% stake in the company, which in the subsequent year increased to 47,5%. The State Treasury retained the remaining stock. TP SA has prevented the loss of its monopolistic grip. Despite formal liberalisation of the industry, marked by the enactment of the Telecommunications Law, independent operators that attempted to enter the market of long-distance calls failed to make impact. Ironically, increased availability of phone lines is paired with high costs of phone calls, adding to a limited purchasing power of most consumers. Mobile telephony is the most dynamic sub-sector of the telecommunication in Poland. Of 22 operators, three were the GSM networks. At the end of 2003 the number of their subscribers was estimated at 16-17 million
. In the telecommunications sector in Romania, where state monopoly has been replaced with private monopoly until start of 2003 when market opened, comparing with other EU countries, the quality of services did not visibly improve during the 5 years of private monopoly!  After almost one year since the formal opening of the market the telephony market is at its very early stages.

The Hungarian Post Company operates as a company limited by shares, but at the same time it fulfils public tasks of great magnitude and significance. The Company's operations are highly affected by its transformation from a conventional state-owned public institution into a company limited by shares and that it is owned 100% by the state.

The contradiction of the corporate and public institution role is reflected by the unique role typical to the Hungarian Post. On the one hand, as a universal service provider it is regarded by the state as a public institution, so it determines official prices, and legally regulates and via the Communications Authority of Hungary supervises the extent and the quality of the services. On the other hand the State, as the owner, expects profitable operation from the Hungarian Post Company. This expectation can be satisfied only, if the Post improves its competitiveness. The fact that a dominant part of the sales revenues is earned amidst competitive market circumstances, forces the Company to make significant improvements in its client-orientation and efficiency.

In Romania the postal services evolution was on line with the telecommunications. The regulatory body is the same, ANRC. The market is already de facto liberalised. The postal services market has two components: the universal service market and the general postal services market. The general postal services can operate in Romania on free competitive bases. The regulator does not impose special conditions and obtaining a license is not necessary. There are an impressing number of private postal operators organised on geographical criteria. For the postal services operating as universal service the regulator imposes special conditions for regulation. The license for postal services in a regime of universal service is given for a 10 years period. In present CN Posta Romana SA is the sole postal services operator in the regime of universal services. Posta Romana is a state owned company. Romanian Post was one of the founders of European Association of Public Postal Operators (PostEurop) in 1993, restricted Union of Universal Postal Union (UPU). The regulation ANRC 1351/2003 opens the market for the universal postal services for any applicant that can meet the conditions of universal service: assuring postal services at any point, at a standard quality for the services and for an affordable price.  In Romania there are still no alternative access networks to those of the dominant operator ROMTELECOM SA. Romtelecom shareholding structure is OTE (Hellenic Telecommunications Organisation) 54,01% and the Ministry of Communications and IT 45,99%. However, the telecommunications market has been fully liberalised as of 1st January 2003. Before this date the liberalisation was already in place for mobile telephony, data transmission and Internet services. Despite these developments, at one year after the market opening, the only realistic alternatives to the local loop are still the mobile networks. The Romanian state, through the Ministry of Communications is still a shareholder of the dominant operator Romtelecom and POSTelecom and in the same time is coordinating the regulatory body ANRC. An interesting market development is that on the one side the government intends to sell the remaining shares in the Romtelecom and on the other side is an important partner in the newly formed POSTelecom together with other private shareholders. Transelectrica, the electricity grid operator, still state owned, has set up a new subsidiary called Teletrans with plans of entering the competitive telecommunications market, having the advantage of the existing network. 

The dominant position in the sphere of postal service in the Czech Republic is held by Česká pošta (Czech Post), it is a state enterprise. However, the monopolistic position of ČP is constantly diminishing. Until now, the law has stipulated exclusive position for mail less than 350 grams in weight, which ČP could have delivered for less than 29 CZK. However, only the mail less than 100 grams and less than 19 CZK will be protected starting from 2004 and the competition can seize the remaining part of the market. ČP estimates that this administrative step may affect approximately one fifth of all mail. 

ČP is heading towards privatisation. Majority of the approximately 3400 post offices are small branches. Two thirds of the post offices do not make enough profit for their operation. The current form of ČP as the state enterprise does not enable capital merger with other entities. Therefore, all secondary activities are performed for example in the form of contracts of procurement.  In the Czech Republic the dominant operator of the public fixed telephone network is company Český Telecom a.s. (Czech Telecom). Czech telecommunication market was liberalised as of January 1, 2001. The current telecommunication market in the Czech Republic is now being transformed from one "state" (monopolistic) into another „state“ (state, in which it is fully open to competition) and this transformation referred to as liberalisation, is a step-by-step transformation. The Czech market of fixed voice services had been closed until January 1, 2001. The access to this market was provided only to Czech Telecom due to its exclusivity (monopoly). This changed on January 1, 2001 when other parties interested from amongst the telecommunication operators were given the possibility to enter this market – they were able to receive the necessary licences for building and operation of fixed telecommunication networks and for provision of public voice services. In order to give a complete picture, it is appropriate to add that the other segments of the telecommunication market were open as early as before January 1, 2001. Some were accessible to an unlimited number of providers (such as e.g. in case of data and Internet services) and others were accessible to a limited number of parties interested – because of the limited allocation of natural resources, especially the frequencies (e.g. mobile telephone system where only three licences for GSM network were granted). 

Český Telecom is the largest provider of telecommunication services in the Czech Republic and it is one of the leading telecommunication companies in Central Europe. The sole founder of the company is the National Property Fund of the Czech Republic.  Czech Republic currently holds 51 % of shares, the long-term strategic partner TelSource sold its 27% share to investors in early December 2003. 

According to the Telecommunication Act N. 151/2000 Coll the market of voice services for corporate clients have already been affected by liberalisation and coming competition. Corporate clients can choose from quite a wide offer of voice services on the basis of direct connection of branch exchanges or on the basis of selection of the operator. Available to companies are also services provided through the Internet as well as mobile voice services. 

In Turkey, information services, wireless communication, the satellite services have been opened up to competition through the transfer of licence and permission to operate. The Turk Telekom (TTAS) having monopoly until 31.12.2003 on fixed telephone services and losing its monopoly after that date, goes on being the dominant structure in the sector. Turkcell maintained its dominant position in the market (67%) in 2002.
4.4.Transport

In Poland private operators are allowed in the market of urban transport under specific conditions listed in the legislation designed to ensure the quality of services. The number of budgetary entities fell down radically with a decrease of their sector share from 61% in 1995 to 38% in 2000. During that time the share of joint stock and limited liability companies increased from 25% to 56%. At the end of the year 2000, urban transport authorities existed in 10 cities and municipal intercommunal associations in 5 agglomerations
. Private bus operators are present in selected cities. The Swedish-based company Connex operates lines in Warsaw, and also in a small town of Tczew. In Poland principal roads are the property of the State Treasury; the roads of other categories belong to the local administration of a specific level. Local government is responsible for more than 340 thousand kilometres of public roads (95% of all routes in the country), yet their available funds that can be spent on maintenance and construction of road network are in short supply. As a result the condition of the road infrastructure has not been improving. 

In the Czech Republic the process of privatisation in the transportation was practically completed after the transformation and privatisation of s.p. ČSAD in all types of transportation except for railway system. There are several remaining state enterprises of ČSAD left to be privatised and České dráhy (Czech Railway Company) is still to be transformed. Speaking about public passenger transportation, there is a strong private sector with almost monopolistic position in the regions. Strong competitive environment will result also in bankruptcies of smaller carriers and in creation of a group of larger carriers. Some activities assuring co-ordination and optimisation of road traffic will have to be re-created not only on the national level but also especially on the regional level.

In Turkey the Ministry of Transportation delivers services in various areas related to transport sector. In certain areas there are of railway and air transport networks as public transport services in Turkey. There is public monopoly on railway sector. Although the air transport services are under public monopoly except for the flight operatorship, private firms operate some services in those airports and in two other airports. Road transport services are carried out in the framework of rules of private law. In the west and south of Turkey there are the priced highways. However, an important part of the road network consists of free roads owned by the State. In the Turkish Railway the cleaning works, ticket sale, big-wide repair and maintenance, catering was assigned to private sector through renting, cession to the third parties, and privatisation. The number of employees is to be increasingly reduced. In Turkey in the area of air transport, all the investments, except for flight operator, have been made by the State. In these investments is seen that many decisions were wrong such as the airport buildings in small cities since they have been idle for any use. In the year of 2002, 4 airports had been closed. All the 33 airports are not able to operate well due to over capacity. The terminal undertaking of two airports is being operated by private sector, Ataturk airport (Tepe-Akfen-Via consortium) and Antalya airport (Bayindir Holding) as the State committed a certain passenger capacity. 

In Romania the airport infrastructure is in the public ownership of the state and is operated by the different National Airports Companies on the basis of concessions contracts concluded for 50 years. The rights for any licensed operator to access the airport infrastructure is guaranteed.  ROMATSA is the state owned company in charge with air traffic control and operates as a separate entity since 1991, when the decision to separate the regulator from the air traffic service was made. Romatsa has full financial autonomy and does not receive state aid or subventions. The financial sources are the charges. Air transport operators in Romania can be only Romanian legal incorporated companies with majority Romanian participation in the decision making process or other legal entities as per the international agreements Romania has ratified. The main transport operators is TAROM, whose shareholders are the state through the Ministry of Transport, Muntenia investment fund and different other independent shareholders. TAROM’s statutory documents provide for the possibility of privatisation. TAROM currently passes though a long lasting de-capitalisation phase with a lot of effort needed to re establish the normal operational equilibrium. The government decided that some historical arrears debts to different suppliers should be balanced with share stock offered in exchange. In this situation is the Company of International Airport Bucharest. Other air transport operators licensed by the Ministry of Transport are: Angels Airlines, Acvila Air, Carpat Air, Grivco Air, Ion Tiriac Air, LAR Jaro International, Int-Transavia, Dac Air. For the domestic air transport some of these companies are already a more competitive alternative to TAROM. 

5. Access, continuity and quality of services. Consumers’ protection 
5.1. Water, sewage and waste management

In Poland regardless of certain improvements in the continuity and quality of provided services, most of the water distribution companies fail to provide consumers with potable water fit for consumption
. Analysis of the water quality obtainable in 20 of major Polish cities (1999-2000) revealed that over 2/3 of cases water supplied with the network or acquired from public outlets violated formal regulations set for drinkable water. The prices vary sharply throughout the country. Depending on location, a private household may be charged for a 1 m3 of water supplied from 1,55 PLN (in a medium-sized city of Koszalin) up to 3,95 PLN (in Bytom), which translates difference of over 250% between the two cities.  An even wider gap may be observed in the case of sewage collection: the cheapest price charged in Łódź (1,48 PLN/m3) is over three and a half times lower than in a relatively small town of Ostrów Wielkopolski (5,20 PLN/m3). The latter is also the most expensive municipality in terms of combined services (7,34 PLN/m3), while Łódź appears the most affordable of all included in the table with the total cost of combined serviced at 3,44PLN/m3. 

In Hungary at the moment, more than 350 service providers operate water utilities. The drinking water supply has high iron and manganese content covering 14.6% of the population (1 674 000 people are affected in 545 settlements), but this is not directly harmful to human health. In spite of considerable developments taking place recently, Hungary is still seriously lagging behind in terms of canalisation and wastewater treatment. The current water consumption figures are much lower than the EU average. Consequently, wastewater discharge is also lower, but it is also more concentrated in pollutants. In Hungary, the number of homes connected to the sewerage system was only 51.4% (2 085 million persons) by the end of the year 2000, despite intensive developments since 1993. In 2001, the public utility gap was 39.1%, which means that wastewater collection considerably lags behind public utility water supply.  This lack of, and in many cases improper, wastewater collection endangers potential drinking water resources. In the period between 1994 and 2000, the length of the sewerage network increased by approximately 7 500 km to 22 300 km. By the end of the year 2000, the ratio of biologically treated communal wastewater increased to 62%, and 30% of biologically treated wastewater (20% of the total wastewater) underwent tertiary treatment. In Hungary in total, the recycling rate of waste is lower than 30%, excluding the recycling of agricultural plant remains. The recent capacity of collecting systems and utilisation possibilities do not meet the requirements. Some special types of waste (batteries, accumulators, electronic devices, used oil, scrapped vehicles) are not properly collected, recycled or disposed. 

In Turkey the Agriculture and Village Works Ministry has the duty to control and protect the water in the areas related with water foods as well as discharge procedures of water in those areas by the Law and regulation of Water Foods. The Health Ministry has the duty to control and to register water sources. Moreover, the Water and Sewerage Managements of 15 big-city municipalities are responsible for the establishment, organisation and maintenance of their drinking- and wastewater systems. In Turkey with the analysis taken in 1997, at national level the bacteriologic and chemical quality of water has been found unacceptable in 12 %, and inadequate in 6 %. The agricultural drugs, sewerage and industrial waste have been showed among reasons of pollution. Turkey signed the Ramsar Convention in 1994, the 1975 Barcelona Convention against the Pollution of Mediterranean (with its protocols accepted in 1995). Turkey became part to the Convention of Biological Diversity in Rio de Janeiro in 1992. The waste issue in Turkey is not adequately elaborated and is handled as a problem “required to be managed” with the driving force of international issues. The main principles in waste management are the reduction of waste amount, the recycling of waste and the prevention to damage environment. It is accepted that per capita waste amount produced in Turkey is 0.7-1.0 kg.

5.2. Electricity and heating

In Poland the circle of customers taking advantage of Third Party Access, TPA was supposed to grow gradually, beginning with the largest users. The government set the following schedule with the ordinances of the Minister of Economy (J.L. 98.107.671; J. L 03.17.158): in 1998 the customers whose annual purchases of energy were at a minimum equal to 500 GWh; in 1999 the customers whose annual purchases of energy at a minimum equal to 100 GWh; in 2000 the customers whose annual purchases of energy at a minimum equal to 40 GWh; in 2003 the customers whose annual purchases of energy at a minimum equal to 10 GWh; in 2004 the customers whose annual purchases of energy at a minimum equal to 1GWh; in 2006 the remaining customers.  In 1998 the Polish government decided to abandon the policy of administrative price-fixing both for end-users (previously a responsibility of the Ministry of Finance) and energy companies (formerly a duty of the Ministry of Economy). Instead, by virtue of the Energy Law, the Ministry of Economy became responsible for defining the rules on fixing tariffs on various types of energy.
 

In Hungary supply, distribution, and the consumption patterns of energy have undergone dramatic changes in the past ten years introduction of a new price system, privatisation, the creation of the institutional framework for competition in some areas. In Hungary the state of the distribution network differs considerable across the regions. The appropriate quality of the network minimises the delivery loss of energy and improves the overall efficiency of energy use. At the same time it should be considered a fact that the different quality of network results in different costs across the regions for the same product. Low quality networks are situated in the poorer regions. Due to the high share of energy in consumer spending and in the cost of the firms these regions are particularly adversely affected by that.

In Romania currently the existing hydro is sold at regulated prices and does not actively contribute to competition In Romania the activity of transportation and distribution of energy to the captive consumers are considered natural monopolies as the competition is still not possible, therefore the prices for these services are set by the regulator. The prices are the same all over the country’s territory. It is forbidden to offer subsidies for a particular category of consumers by increasing the prices for other categories and promotional prices for energy are not allowed. These regulations must be accompanied by balancing financial aid to the distributors in order to cover the fulfilment of universal service obligation in a transparent way. Another variant is possible too, that is keeping the market prices and subsidising the less favoured captive/household consumers through direct social help. In Romania the town heating is not and probably will never be a free competition market due to the technical constraints imposed by the system’s designs. The only possible price difference and client choice can be made on a geographic area, respectively from town to town or district to district. There are other alternatives for heating, but the government did not encourage these systems: apartment private boilers or small apartment gas fired heating plants. In present the prices for the heating are set-up centrally. Termoelectrica sells the hot water to the local distributors at the price of 12.3 USD/Gkal. The distributors add their costs 9.23 USD/Gkal and should sell the hot water to the users with 22 USD/Gkal.  However the final user does not pay the real price mentioned before due to the state subsidies policy that directs funds to the distributors by direct subsidising the price. In real terms the final user only pays 80 % of the thermal energy cost. Under these circumstances there is still long way to reach a market competition in this sector. The worst deficiency of the local administration in Romania is the constant failure of making available the district heating and domestic hot water to the users. Privatisations if this field would be very welcome but after the government will change the destination of the subvention funds from the distributor/producer to the population. In Romania in fact due to inexistence of consumer’s organisations the consumers have little means to represent their own interests in the field. The national Authority for Consumer Protection is operating centralised, as a state agency. Nevertheless the existence of this authority brings positive approach from the side of respecting consumer/user rights. There are specific requirements in terms of obligatory of universal service to consumers, setting maximum time limit for solving requests for connection to distribution grid, setting defects reparations time limits, minimum quality requirements for the energy distributed in the system, specific obligation for the distributing companies to design and build the connection afferent installation to the most cost effective technical level for the consumer. There are also specific obligations for the operators in the power sector to inform the consumers with regard to technical power interruptions.
In the Czech Republic changes of regulated prices of energies until 2002 had resulted from the programme declaration of the government of the Czech Republic. In relation to the Czech Republic accession into the EU, it has been necessary to modify the value added tax and consumption tax rates along with elimination of cross subsidies and straightening of prices of energies so that they correspond to the expended costs in every tariff. In 2002, introduction of the individual prices of electricity for the individual regional distribution companies (regional prices) also for the category of households was prepared for the sector of electric power engineering for 2003.  The objective was also to fully eliminate the cross subsidies between the individual categories of customers and to eliminate the re-distribution of finances between the individual distribution companies. The individual prices for the other consumer categories have been applied since 2002. 

In Turkey the Government undertook for a revision of the electricity tariff structure in March and April 2003. The power charge component of tariffs has been abolished. The excess tariff regime applied for higher consumption has also been abolished. As of April 2003, the Energy Market Regulatory Authority (EMRA) introduced a single retailing tariff regime to be applied by all distribution companies.  In Turkey losses in distribution (technical losses and illegal uses), unpaid bills, remain very high, amounting to 22% of the electricity generated, at a value of 1.7 billion in 2002. The electricity distribution company (TEDAS) launched an initiative to tackle the problem of unpaid bills. This initiative provided instalments for the payment of arrears (without any interest), thus effectively reducing the amounts due.

5.3. Public transport

In Poland admission to the occupation of road passenger transport operator is restricted to people with documented evidence of formal qualifications. Specific licensing and certification procedures have been devised effective of January 1 2004. That is to be able to provide services in a given area, an entity has to obtain a license from local administration at a relevant level. Licensing procedure requires a proprietor willing to enter the market to successfully pass an examination before special commission in order to obtain a certificate of professional competence and to provide authorities with evidence for availability of sufficient capital and reserves (in 2004 the required amounts are: €9.000 per one vehicle and €5.000 per any additional vehicle. Further, a proprietor should have clean criminal record. Such detailed requirements are intended to decrease the probability any entity lacking proficiency and resources enters the market.
In Hungary railways continue to play an important part, with a 28.3% share in passenger transport and 29.5% in freight transport. However, the role of railways has been gradually declining through the years as a result of changes in road transport and transport requirements, a lack of comprehensive railway developments, and operations concentrating only on the most urgent maintenance works. Deteriorated technical conditions and other factors affecting traffic, such as track speed, aged and outdated rolling stock, and the continued operation of branches with little traffic, impedes efficient and competitive railway operation.  There is a speed limit on nearly 40% of the lines due to the technical conditions of the tracks. The volume and the quality of public passenger transport – i.e. schedules, working hours and the locations of connected points – are all determined by administrative fiat. Although this decision is based upon careful considerations of public needs and financial affordability, the decision-making process is intrinsically bureaucratic and the concept of needs remains somewhat vague.  E.g. it is legally required that the centre of every region should be accessible without an excessive detour from every single municipality of the given region. Local and urban passenger transport is currently subsidized through several channels from the central budget. MÁV Co. – the Hungarian railway – is receiving annual direct production subsidy, and beyond this the company is bailed out from time to time when the accumulated bank debt becomes unbearable for the company.  Beyond these two channels, MÁV is also entitled to investment subsidies for projects of national importance.   Road transport is supported by the state through the subsidization of the modernization of the buses owned by the local Volán bus companies.   (In 2001 and 2002, HUF 3.1 bn was provided annually for this purpose alone.)   Until 2004, local public transport was not entitled to direct subsidies, unless exceptional circumstances in the capital city of Budapest required otherwise. From 2004 onwards, however, local governments are eligible to such subsidies as well.  Indirect subsidies, as in the past will continue to exist in the future as well.  Typical examples of such indirect subsidies are the budget’s contribution to tickets for pensioners, students as well as to other handicapped social groups. A determining factor in the disparities between and within regions is the difference in accessibility of the individual regions and the inadequate transport network. On the basis of the accessibility of significant European economic centres by road the location of the regions of Western and Central Transdanubia and Central Hungary is more favourable. Although the radial main highway network with Budapest in the centre and the insufficient number of bridges over the large rivers hinder the strengthening of regional links and create significant disparities in the level of accessibility. The weak cohesion within the regions and the periphery position of some micro regions is caused by the absence or poor quality of internal transport routes.

In the Czech Republic interventions  (not fully covering the difference between the economic and regulated price, though) are applied on railway passenger transportation from the public budgets, however, they are not address-specific, and thus the whole management thereof in the area of railway passenger transportation is non-transparent. Thus, the state cannot know whether the finances were used for compensation of the loss from the local regional transportation, suburban transportation, and long-distance or international transportation. In the railway fixed costs (construction and modernisation) are paid by its users (especially ČD for the time being) with significant support of the state and with the possibility of utilisation of other capital. The variable costs (maintenance and repairs), with the exception of overhauls, are paid by the users.  The transport infrastructure under state’s care is owned by the state. The income for the use of the infrastructure does not cover overall costs; the aid of the state is possible only according to regulations of the European Community.

In the ground roads fixed costs (construction and modernisation) are paid by the state (utilising the money obtained from the users in the form of taxes and fees) utilising other, especially private capital (combined financing). The variable costs that is the maintenance and repairs are paid by the state. The transportation infrastructure is the property of the state. The income for using of the infrastructure should be utilised especially for the development of ground roads. 

In Turkey in the programme of Government there is the pair-way expressed as “double road” to prevent traffic accidents. Turkey is mainly exploiting the land networks in the freight and passenger transport. It is difficult to claim the land transportation policies to be on the right way as clearly seen in daily traffic accident news in relation to the land transport. In addition to this, it has to be added that the exploitation land transportation so large in amount has been a political choice. The existing government also follows the same political choice.  The “double road” project can be seen as a prove for that. Instead of comprehending all modes of transportation networks especially railways, the Government insists on projects on land networks as the only transportation mode. A complete programme has to be adopted by the Government for transposition and implementation of the transport, including all modes of transportation. 

5.4. Post and telecommunication

The Hungarian statutory regulations specify in detail the territorial coverage to be provided by postal services. This means that permanent service points are to be operated at settlements having more than 600 residents. A minimum of one permanent postal agency is to be operated per 20000 residents in towns. In this case the post office must not be farther than 3000 meters. What is the reality? The requirements for territorial access in respect of population numbers were successfully fulfilled. However, the 3000-meter vicinity in towns could not be ensured in each and every case. The Post operates permanent postal service points at 625 settlements with small population numbers, which figure is better than that specified in the law. In 2002 postal services were made available with mobile services located at inner area locations at settlements not having permanent post offices. Thus the mobile service is available every working day at 221 settlements to provide acceptance and delivery services.

In Romania the decision state the minimum collections/deliveries for each household in a week: minimum 1 collection and delivery/day, 5 days a week. The current EU minimum requirements are 2 collection deliveries per week. The prices (tariffs) for the universal postal services are regulated tariffs. In case for certain types of universal postal services or certain areas there are no applicants then the ANRC will nominate one provider for these services after public consultations. 

In Poland using a phone is more expensive than in the EU member countries. Among candidate countries only Slovakia and Hungary have higher level of combined costs of domestic calls and monthly fees. International phone calls made from Poland also belong to the most expensive throughout Europe. In early 2003 that area was liberalized. Prior to that, Voice-Over-IP services became highly popular. Pre-paid calling cards also won customers. The Telecommunications Law did not regulate both of these services
.
In Turkey the Telecommunication Authority takes required preventions for the competition as well as for the protection of consumers according to 7th Article of the Law dated 27.1.2000 with no 4502 to define the situations violating the competition and to protect consumers’ rights.
6. Organisational aspects, focusing on improving services and their transparency. Attempts to decentralisation 
In Poland from January 1st 1999 the country’s administration was to consist of three levels: voivodships (województwo) divided into districts (powiat), subsequently divided into communes (gmina). The number of voivodships was drastically reduced from 49 down to 16.  Notably, a previously non-existent unit (a district/powiat) was introduced. The reform of government was intended to decentralize the state through granting local authorities political and financial power allowing independent decision-making in respect to their territories and inhabitants. The new administrative division of the country then consisted of 16 voivodships, 373 districts and 2489 communes (later reduced to 2478). In particular, local government is responsible: environmental protection including management of local water resources; potable water supply and wastewater collection and treatment; solid waste collection and landfills maintenance; electric power supply, heating and natural gas supply; local road system; local public transportation. Under the regime of the Municipal Economics Act 
, there are the following legal/organizational forms through which public utilities can be provided:  budgetary entity (such entity possesses no legal personality, hence cannot enter into contractual relations); municipal trade company (entities operating under corporate law as either limited liability company or joint-stock company). These companies can be set up either solely by local authorities, with 100% municipal shareholding or in association with a private company; transfer of local administration’s attributes (local authorities may transfer their responsibility for public utilities to private entities through contractual commitment). In Romania while the ministries are still the coordinators for different central services of general interest there is a visible trend toward the decentralisation of these formerly centralised services: i.e. power production and distribution, telecommunications, gas distribution. For the local interest SGI as the municipal water services, waste management or other similar the full administration and coordination is done at the local administration level. SGI like public health and education are mainly coordinated by the central administration. This decentralisation is underway but there are limitations given by the poor economic condition of the municipalities. The extent of decentralisation of the SGI should be correlated with the degree of expertise necessary to run that particular type of service and respect the continuity of supply. According to the specific features of each SGI the decentralisation does not only refer to geographical decentralisation but also to institutional decentralisation. For example the power distribution, traditionally centralised is underway of decentralisation but at this moment the maximum decentralisation can be made at regional level. There is not sufficient expertise at local level for a relatively specialised sector with a critical condition of continuity of supply. In case of water supply, sewage or waste management is also a limited local expertise. Romania is characterised by hybrid local administration, it includes the local representative of central government, the prefect.
 A question arise here whether the local administration is decentralised or not under these conditions? Although the law is very clear on the role of the prefect there is an informal subordination of the county and local councils mainly caused by the centralised distribution of funds for ministry coordinating SGI or by the public servants inherited behaviour for subordination to the central government.  New positive developments consist in the recent political agreement on transforming prefects in professional civil servants instead of political nominees until 2007. In addition to this we also find the Ministry of Interior Affairs and Administration with the role of supervising the local authorities. The public authorities in Romania have to limit their role to defining what the public objectives are, monitoring their fulfilment by the market players, regulating and, where needed, financing the SGI. 

6.1. Water, waste management

In Hungary the state tasks of water management – excluding the tasks determined in independent legal provisions – belong to the competence of the Ministry of the Environment and Water Management, and are fulfilled by the National Directorate General of Water Management and its regional bodies (12 directorates of water management). Under Act LIII of 1995 on The General Rules of Environmental Protection, the National Environmental Council as a Government consultative body involving representatives of the scientific, economic and civil spheres gives its opinion on the principle issues of environmental programmes, and on legislation and decisions related to the environment.
In the Czech Republic the water right bodies like authorities of municipalities, regions and ministries perform water and waste management. The central water right body is the Ministry of Agriculture of the Czech Republic (responds for development, methodology, administration of water currents, melioration, system of water mains and sewerage). But there are also other ministries playing an important role, e.g. Ministry of the Environment of the Czech Republic (protection and quality of waters, fees). Also the Czech Inspection of the Environment plays an important role. 

In Turkey as regards the protection and using of water sources, the number of authorities is more than 10. The main authorities of these are the Environment and Forest Ministry, the Culture and Tourism Ministry, the Energy and Natural Sources Ministry-DSI, as well as the Electricity Works Design Management and Directorate-General of the Village Services functioning in the frame of the their legal basis. The Ministry of Environment and Forest, by leaning to the Environment Law of 2872 has the functions for protection and improving of environment, useful using of land sources, and prevention of environmental pollution. With this aim, the Ministry provides implementations of the Regulation of Water Pollution launched in 1988, the Regulation of the Environmental Effect Evaluation, and the Regulation of Waste Control. As the policy development organisation in Turkey the State Planning Organisation (DPT) is responsible for all areas including policies for waste products. The Ministry of Environment and Forests has a duty to determine policies. The Special Environment Protection Presidency has been designing environmental management plans for 12 protection areas defined by the Council of Ministers. 

6.2. Electricity and heating

In Poland incremental reforms of the electricity sector began in 1990 with the formal separation of electricity and coal-mining industries. The new institutional framework provided favourable conditions as space for competition among energy producers emerged. In pursuit of EU standards, generation, transmission and distribution of energy were separated. The market was, thus, divided into three respective areas. The functions assigned exclusively to each of respective sub-sectors may not be combined or swapped, but will be carried out by those independent entities.  Supplying heat lies within the scope of municipal economy, and is not considered to be a part of the energy sector. The entities involved in such services (przedsiębiorstwa energetyki cieplnej – PEC) receive heat from heat-and-power generation plants and distribute it to the end-users. In 1990 Polish Power Grid Company (Polskie Sieci Elektroenergetyczne SA, PSE SA) was established along with a legal status of a single-shareholder company of the State Treasury. The PSE SA was a monopoly whose statutory tasks included management of high-voltage energy relay and wholesale supply of energy to electric distribution utilities. Between 1991 and 1992 the process of reforming the sector slowed down noticeably.  However, several tasks stayed in the authorities; these included minor changes of price-fixing mechanisms for supply of energy to end-users as well as within the sector, the establishment of contractual relations among the sector’s entities, the institution of new planning systems and the encouragement of new attitudes towards project financing. In early 1993 major organizational and ownership changes were triggered by enactment of the Act regarding transformation of business entities of special importance to the national economy
.  Completion of that stage of restructuring left the energy sector consisting of independent entities: PSE SA, 33 electric distribution entities (some of them were grouped into larger companies), and several dozen of power-generation plants feeding the system, which often maintained links to the coal mines, since coal remained the leading primary energy source for electricity generation in the near future.

In Hungary responsibility for energy policy lies with the Ministry of Economic Affairs and Transport, where a separate Directorate–General deals with energy policy. The Ministry regulates the prices for electricity and natural gas with tariff schemes being adjusted on an annual basis. These regulatory tasks concerning electricity, gas, quality of public services and consumer protection are carried out in shared responsibility with the Hungarian Energy Office. The Energy Centre was established in 2000 and carries out promotional activities on energy efficiency and renewable energy. In the field of nuclear energy the Hungarian National Atomic Energy Authority exercises its functions as regulatory authority and maintains a register on nuclear and radioactive material. 

In Romania the participants in the energy sector are the producers, self-producers, the system operator, the market operator, the consumers, the eligible consumers, the captive consumers, sub-consumers, the distributors and the providers. Independent entities can operate in energy production, transportation and distribution. In Romania the transport system operator is the Transelectrica. The system operator is trade company acting in the field of transportation, trade, planning and development of the national energy system. This company is the operator of the transportation grids and organises the access to the national grid for the eligible consumers and the access to the distribution grid for any consumer. Transelectrica, the transportation system, recently became a full member of the Western European Network System and since December 2002 Romania is a member of the Memorandum for the Creation of the Regional Electricity Market in South Eastern Europe. Recent developments at EU level confirm the EU intention to interconnect the new-formed Balkan grid with the west European grid. The energy distributors in Romania are independent companies acting for a predetermined area of consumers. They have the obligation to assure the connection to the grid for any consumer and conclude contracts according to the regulations. There are currently eight distribution companies organised on the geographical criteria, split off from the former Electrica SA. The new organizational structure is expected to allow the separation of the company’s distribution and maintenance/repair activities and implicitly a better cost management and control mechanism, aiming to increase efficiency as well as the diversification of Electrica’s activities portfolio. These entities exist in the form of normal commercial entities so may be restructured with the approval of the shareholder, without new laws or government decisions. However it seems that in practice the government will wish to implement the changes through legislation rather than through a private shareholders meeting. The central heating generation in Romania is performed through heating producers, which may be either the national electric company Termoelectrica or a local operator that may be separate or the same company as the distributor, part of a local multi-utility company. The contribution of Termoelectrica in the town heating systems is by supplying the hot water they produce in their cogeneration plants to the local distributors. Currently the cogeneration heating/power plants spread out all over the country that sell the hot water to the local distributors have been transferred to the local authorities. The central heating distribution, that is the town heating in Romania is provided by local operators, municipally organised or trade companies. The local distributing entity is either a part of multi-utility as the case of the majority of towns or a specialised company for district heating as the case of City of Bucharest – RADET. RADET is the municipal district-heating operator in Bucharest and considered to be the largest of this type in Europe.  The mechanism is that the distributors buy the hot water from the CET units, transport it to the heating exchanges located in each district (group of buildings) and supply the hot water to the final users at the temperature of 100oC. The hot water is used for heating and domestic hot water use.

In total, there are 8 main participants on the market in the Czech Republic – regional power companies. The largest producer of electricity is power company ČEZ, a.s., which is a majority shareholder in five and minority shareholder in three power distribution companies. 

Company ČEPS, a.s. works as the dispatching point and controls the operation of the equipment of the transmission system and the system sources on the territory of the Czech Republic. The obligation of company ČEPS, a.s. is to assure safe and reliable transmission of electricity for the users of the transmission system of the Czech Republic including international co-operation. The principles of its activity as the operator of transmission system, which represents a natural monopoly, the company ČEPS, a.s. anchored in the document called Codex of Transmission System in accordance with the Directive of the EU 96/92/EC. 

In Turkey that regrouping of the distribution regions and their administratively restructuring have not yet been achieved. This has prevented to determine regional tariffs and to support consumers without interfering to the prices. The Turkish EMRA, in the electricity and gas market, is competent and responsible to issue the licences to regulate the existing contracts in the scope of the operating-entitled cessions, watch the market performance, and launch, modify, carry out and inspect the regulations on standards of performance and consumer services; determine the principles of pricing, apply forms of necessary price adjustments justified by inflation for individual consumers.  As regards administrative capacity, EMRA has been reinforced. Additional personnel have been transferred to the Authority from various public administrations. Total personnel, including the supporting staff, reached to 282 by mid-2003. Apart from the regulator, there has been some improvement in strengthening of the transmission system operator (TEIAS). The Energy Market Regulatory Authority (EMRA) started to issue licences for various electricity activities.  Legal alignment continued through the adoption of a grid code, a distribution code, regulations on income and tariffs, auditing and pre-investigation procedures of the EMRA. 

In the Czech Republic the ministry, Energy Regulatory Office (ERÚ) and the State Power Inspection, performs execution of state administration in the power branches. 

6.3. Transport sector

In Poland from the early 1990s, railway infrastructure investments fell dramatically, preventing not only modernization but in fact leading to deterioration of the network. The same problem applied to the rolling stock – outdated and much more costly to operate than newer-generation stock. The technological gap between PKP and its counterparts in other European countries has been widening. Restructuring of state-owned monopoly, Polish Railways, PKP was, appeared unavoidable. The process, however, progressed at a slow pace. Until 1995, attempts on reforming the national railways were merely superficial. 

The first significant legislation regarding the process of restructuring PKP was adopted in 1995. The Act on the public company of PKP
 granted the operator a status of a public utility company. This was followed by organizational changes geared at adapting PKP’s structure to accepted business norms. Four distinct organizational units were created, responsible for passenger transport, goods transport, track and rolling stock. The restructuring of asset aimed to close certain lines and to sell residential properties owned by PKP. The company’s management and trade unions reached a compromise on workforce reductions that were to be completed through voluntary departures and retirement, coupled with cutbacks in external recruitment, with collective redundancies ruled out. The second crucial legislative development occurred in 2000 with the signing of an Act on commercialisation, restructuring, and privatisation of PKP
. The new law opened the way for commercialisation of PKP, which then became a company with a 100% State Treasury stock ownership. It also allowed for its transformation into a holding structure, with separate entities running the various aspects of its operations, as previously decided. The next move entailed the establishment of the companies like PKP Przewozy Regionalne SA (local passenger transport); PKP Intercity SA (long-distance passenger transport); PKP Cargo SA (freight transport);  Polskie Linie Kolejowe SA (infrastructure); Warszawska Kolej Dojazdowa SA (local commuting train in Warsaw metropolitan area); Szybka Kolej Miejska SA (local commuting train in Gdańsk metropolitan area).
These organizational changes were finalized in 2001 with the formal establishment of the parent company, PKP SA, and its 42 subsidiaries, with 24 of them owned entirely by the parent company.  

In Hungary in accordance with EU Directive 91/440/EEC, MÁV Rt. is being divided in individual business units. One of the new organisations, with a separate accounting system, will be involved with the railroad network and tracks, while the other commercial company will provide passenger and freight transport services. The division of the lines of the railway company to national and local lines will be initiated in the mid-term in order to enhance the financial and budgetary transparency of the organisation. Since May 2002 Transport policy has been the responsibility of the Ministry of Economic Affairs and Transport. The main supervisory institution is the General Transport Inspectorate (GTI). This body, which oversees the activities of the road, rail and inland transport, is currently being strengthened. The specialised institutions under the supervision and professional control of the Department contribute to the safe operation and development of the infrastructure. The executive administration of public road, railway and water transport is adapted to the structure of the government administrative system and exercises authority via the municipal and county organisations of the General Directorate of Transport. The Directorate of Aviation is the responsible authority for air transport. The air control system is an independent organisation operating in harmony with the operation of Ferihegy Airport. The national carrier (MALEV) has undergone restructuring. The Hungarian State Railway Company (MAV) is the responsible authority for freight and passenger railway transport. The improvement and efficiency of the management, the separation of the tracks and the commercial activity to establish the preconditions for competition are all on the agenda of the Hungarian State Railway Company. The amended Railway Act entered into force in January 2002, stipulating provisions for the separation of passenger and freight transport. Community-owned companies that have regional supply obligations handle public road transport.

In Romania the Government Ordinance no 12/1998 decided on the split of the former National Railways into: National Company of Railways “CFR” SA acting as infrastructure operator, National Company ‘CFR’ Passengers SA, the National Company ‘CFR’ Freight SA, The Company for Administration of the Railway Assets and The Company for Railways Management Services. CFR SA assures the management for the public railways infrastructure on the basis of a concession contract with the Romanian Government over an initial 50 years period. The company is owner of certain elements of specific railways infrastructure. The owner of the public railways infrastructure: lines, earthworks, major infrastructure for stations etc., is the state. CFR SA is a joint stock company integrally owned by the state at the time. The Infrastructure operator sells the traffic capacity to the two transport operators against the access tariff on the basis of a contract for access. The infrastructure operator is responsible for the proper management of the railways infrastructure and for the effective coordination of the transport capacity. The company is also in charge to the compliance with the new requirements of infrastructure modernisation in order to assure the interconnectivity with the European railways system. The system services CFR provides to the operators are considered as services of public national interest. The CFR Calatori SA – is the main passenger transport operator. The company is entirely owned by the state and provides services in regime of public interest. There is a guaranteed access to the national railway grid for all international operators, provided that international agreements and conventions are complied with. However charges for foreign operators are currently twice as high as for domestic operators but there is a commitment of decisional factors to remove all these barriers until 2007.

In Turkey, as regards administrative capacity, there are problems in all transport sectors. In this regard, all units in The Ministry of Transportation should be strengthened in relation to staff and capacity. In last years, implementations on the reduction of employees have created an important matter in the improving of services
6.4.Telecommunication

In Turkey the High Board of Communication consists of the Minister of Interior and the Minister of Transportation as well General Secretary of National Security Council, Undersecretary of National Intelligence Organisation, Head of Communication Electronic from Turkish Armed Forces, holding the meetings in the presidency of the State Minister. The duty of the Board is to recommend about wireless communication issues to the Minister of Transportation and to prosecute the improvements in that sector. The duty of the Ministry of Transportation is to determine the national policies in relation to the transportation sector. The Head and 2 members of the Board are appointed among those suggested by the Minister of Transportation, 1 member among 2 suggested by one manufacturer company and one operator company owning over 10 % in sector to represent producers, 1 among 4 candidates 2 of them suggested by the Minister of Industry and Trade and other 2 by Union of Chambers of Trade and Industry (TOBB) to represent consumers. The Telecommunication Authority executes the functions of regulation, enforcement, auditing and arbitration. GSM operators (Turkcell, Telsim, Aria and Aycell) must sign with the Telecommunication Authority the duty/privilege agreements to carry out their business. The Authority also determines, inspects and approves tariffs of the Turk Telecom. The Authority entrusts the licence and general admission to the actors in the sector.  The Competition Authority is a general regulatory authority for all the sectors. It defines conditions violating the competition and takes necessary preventions. Radio and Television High Board entrusts the licences to the enterprises requested for publication and broadcasting, and inspects the contents of those. 

7. Social dialogue 
7.1. Water, waste management

In Poland since the vast majority of water and sewage companies are municipal entities, they remain a relatively friendly environment for trade unions. Two largest national trade union centres, Solidarity and OPZZ have maintained their involvement in the industry. The former through the National Section of Water and Sewage (Sekcja Krajowa Pracowników Wodociągów i Kanalizacji) and the latter through the Trade Unions Federation of Environmental and Water Conservation Employees (Federacja Związków Zawodowych Pracowników Ochrony Środowiska i Gospodarki Wodnej) and the Trade Unions Federation of Municipal Economics Employees (Federacja Związków Zawodowych Pracowników Gospodarki Komunalnej). According to data by National Section of Water and Sewage of the Solidarity, around 35 company-level organizations belonging to the Section are currently active throughout the country. Although no precise statistics are available, all collective agreements registered for the sector are of single employer type, because of the absence of employers’ association within the sector, which prevents the signature of the multi-employer agreement. 

In Romania in terms of industrial relations and social dialogue the participants are the employers’ organisations unified in the Federation of Public Services Employers and the trade unions unified in two main federations: The Federation of the Public Services and Public Works Free Trade Unions and the SIGOL - National Federation of Public Services Trade Unions. In Romania for the SGI operated at municipal level there are specific stipulations in the legal framework regarding the consultations with the stakeholders in the sector: consumers, trade unions, employers, municipalities. The law also stipulates specific consumers’ rights. Although proper consumers’ associations are not developed in the municipal SGI sector the existing residents’ associations and landlords’ associations are forced to play a role in the consultative process. The technical situation of the SGI infrastructure (water and central heating) does not allow, for large condominiums, individual metering for each household, therefore the client of certain SGI are and will continue to be the existing residents’ associations. 

7.2. Electricity

In Poland the Multi-employer Collective Agreement for the Energy Industry Employees regulates labour relations within the sector. The agreement was made in 1993, initially between the government and major trade unions: the Federation of the Company-level Trade Unions of the Energy Industry Employees (Federacja Zakładowych Związków Zawodowych Pracowników Energetyki); the Federation of the Trade Unions of the Energy Industry (Federacja Związków Zawodowych Energetyki); the Solidarity; All-Poland Association of Trade Unions of the Perpetual Movement (Ogólnokrajowe Zrzeszenie Związków Zawodowych Pracowników Ruchu Ciągłego); the Trade Union of Engineers and Technicians (Związek Zawodowy Inżynierów i Techników). Subsequently, the Labour Code amendments resulted in termination of the government’s involvement in favour of employers’ associations of respectively: heat-and power plants, power plants, distribution entities and technical support structures.  Institutional social dialogue takes place within the tripartite sector team for the restructuring of the energy sector (established in 1998). There are 30 members of the team including the Ministry of Finance, Ministry of State Treasury, Ministry of Economy, Labour and Social Policy and the head of the Energy Regulatory Authority. Employees’ side is represented by seven trade unions active in the sector.  Employers’ representation consists of six organizations. The president of the PSE SA also claimed a seat. The compromise has eventually been reached in April 2004 after the investor accepted the terms of the collective agreement and the parties agreed the terms of the “social package”.  

In Romania the current law provides the existence of the independent consultative council of National Regulating Authority for Electric Power (ANRE) ANRE consisting of 9 members of which 2 members are from employers’ associations in the power sector, 2 from trade unions associations, 2 members on behalf of professional organisations and 2 from consumers associations, the 9th is the president of ANRE. This consultative council should assist the regulation committee in harmonising the interest of the stakeholders on the power market and evaluating ANRE policies. As already we mentioned ANRE is setting up the regulated prices for the captive consumer in the regulated market. The decision for the price of a certain service to be regulated is made by the National Competition Council, in charge with competition issues in all sectors. In Romania the trade unions federations in the sector are affiliated to different national trade unions confederations. The national confederation BNS have a dominant position in representing the employees in the sector. The BNS is a member of the Economic and Social Council in Romania and is a member of ICFT and ETUC BNS is represented in all tripartite structures at national and local level and participated and collective bargaining as well as to advising sectoral legislation. CNSLR Fratia is other important national trade union confederation of which FS Termoelectrica, FS Hidroenergetica and Energia Mileniului III are members. The most representative federations in the sector are: UNIVERS, acting in the distribution sector, Termoelectrica – acting in the thermal production sector and Energia Mielniului III. The professional organisation “National Union of Power Professionals” is also playing an increasing role in the sector dialogue as it brings together a comprehensive list of entities involved in the energy sector: from energy producers and equipment suppliers to universities. Although private employers started to appear in the sector- mainly at the production level and soon at distribution level- the state has still a dominant position as the main employer. The existing formal Employers Association of Electricity takes over this role in carrying out the social dialogue tasks. 
7.3.Transport

In Poland in the road transport sector, social dialogue is conducted mostly at the workplace-level, mostly due to the fact that the sector is dispersed in economic as well as in territorial terms. The largest unions present in the sector include: the National Urban Transport Section (Krajowa Sekcja Komunikacji Miejskiej) of the Solidarity (NSZZ “Solidarność”), the Integration of Public Transport Employee Trade Unions (Integracja Związków Zawodowych Pracowników Transportu Publicznego w RP) and the Federation of PKS Employees (Federacja NSZZ Pracowników PKS w RP) affiliated with the All-Poland Alliance of Trade Unions (Ogólnopolskie Porozumienie Związków Zawodowych, OPZZ). 

Nearly all of the collective agreements in the sector are single-employer agreements. The only known case of a multi-employer agreement in force is an agreement concluded for Municipal Budgetary Employers in Warsaw in the field of public transport. Multi-employer Collective Agreement for City Transport Employees in (former) Katowice voivodship expired in 1997 due to a dissolution of the regional employers’ association. Polish National Railways (Polskie Koleje Państwowe, PKP) belong to the largest rail operators in Europe. In the mid-1990s, PKP ranked second only to the Société nationale des chemins de fer français (SNCF) in terms of passenger volume. At the time PKP was also one of the largest employers in Poland with nearly 300,000 people on the payroll at the beginning of the 1990s. In the Polish railways there are no fewer than 20 trade unions active within PKP, with the most important including: the Federation of PKP Employee Trade Unions (Federacja Związków Zawodowych Pracowników PKP); the National Railway Workers' Section (Krajowa Sekcja Kolejarzy) of the Solidarity the Locomotive Drivers’ Trade Union in Poland (Związek Zawodowy Maszynistów Kolejowych w Polsce); the Federation of Switching and Telecommunications Workers' Labour Unions (Federacja Związków Zawodowych Pracowników Automatyki i Telekomunikacji); and the PKP Traffic Controllers' Labour Union (Związek Zawodowy Dyżurnych Ruchu PKP). PKP Group, treated by law as multi-entity employer, has also a multi-employer collective agreement. Throughout the 1990s, the difficulties faced by Polish Railways; PKP resulted in an accumulation of tension, which often escalated into strikes. The end of the decision-making inertia over railway reform at the end of the decade resulted in the drafting of restructuring plans and in the passing of the 2000 Act. The trade unions sought the most comprehensive government guarantees possible to accompany the restructuring, including “social packages” for PKP workers and annulment of its debts, while opposing the government's draft legislation. In March 2000, all the union organizations active within PKP reached an understanding among themselves, with the aim of coordinating their pressure on the government. The unions were most successful in forcing their demands in regards of social protection for workers, in terms of pre-retirement benefits, holidays, severance pay etc. From that period on, attitudes demonstrated by trade unions have started to evolve. The unions have been moving from their confrontational stand to a more cooperative one. However, as the tensions aroused in the summer of 2003, the unions declared their readiness to stop the changes planned by the PKP management and the government using any means necessary including the general strike. In July 2003 a new tripartite team consisting of the representatives of the government, the management and the employee side was established as a platform for dialogue. So far, the partners on the team have been able to prevent the conflict from escalating. Nevertheless, the situation on the railways still cannot be described as peaceful. Seeking a way to reduce a massive indebtedness of the railways, the management recently launched a new initiative aimed to close down unprofitable local lines and routes, in hopes of cutting expenditures and curtail losses. The most radical versions of the plan called for axing almost 1,000 local routes. The trade unions opposed that plan and threatened to call a general strike on the railways. A compromise was reached concerning the selection procedure of routes to be closed. Two factors would be taken into account – profitability (revenue from services must cover a minimum of 10% of the expenses) and the average number of travellers (services must average at least 50 passengers per journey). Services not meeting these criteria were to be struck from the timetables. The review of local routes under these criteria yielded a list of 125 services to be cut. Although a subsidy of PLN 538 million to help the PKP cover the costs of operating local lines in 2004 has been granted by the Parliament, the unions do not seem to be convinced the government will actually provide the company with that funding. The threat of the general strike on the railways is still present.

In Turkey in last years it has been observed a mobility, which affects employees in transport sector. Trade unions organised in sector are resisting because employees will be affected negatively.
In Romania the railways sector has had traditionally powerful trade unions. Currently the major trade unions in the sector are: Federatia Sindicatelor Libere a Reparatorilor de Material Rulant (Federation of Maintenance Workers Trade Unions), F.S.L.Cai Ferate Uzinale (Trade Union Federation for industrial railways); F.S.P.TESA Feroviari (Trade union Federation of Railways Staff), F.S.din S.N.T.F.M. "C.F.R.Marfa" (TUF of CFR freight), Uniunea Sindicatelor Independente Feroviare din Romania U.S.I.F.R. – ATLAS. There are member of different national confederations as CNSLR Fratia, BNS and Cartel Alfa. The important actors of the social dialogue in the air transport sector are the trade unions federations National TUF of “TAROM” and ROMATSA - Air traffic controllers’ trade union. They are members of Cartel Alfa confederation.
7.4. Postal services and telecommunications

In Poland Poczta Polska, PP is the company with a notably strong presence of trade unions. The unionisation level is as high as 60%. Major trade unions are the Independent Self-Governing Trade Union of the Communication Employees (Niezależny Samorządny Związek Zawodowy Pracowników Łączności) affiliated with OPZZ and the “National Section of Postal Workers” (Sekcja Krajowa Pracowników Poczty) of the Solidarity. The collective agreement for the PP is a foundation of labour relations within the company. The agreement has been in force since 1993, guaranteeing the employees a number of benefits exceeding those guaranteed by the Labour Code. The employment level has been very stable in recent years, fluctuating around 100 thousand (96 thousand after three quarters of 2003, according to company data). Although there have been rumours among employees about redundancies, following the adoption of a new strategy, which would allow PP to regain competitive edge on the single market, such worries have not been confirmed. 

In Poland there are seven trade unions active in the TPSA: the National Section of the Telecommunications Employees of the Solidarity (Sekcja Krajowa Pracowników Telekomunikacji NSZZ “Solidarność”), Trade Unions Federation of Telecommunications Employees in Poland (Federacja Związków Zawodowych Pracowników Telekomunikacji w RP), the Organisation of Radiocommunications and Teletransmission Employees in Poland (Zakładowa Organizacja Związkowych Pracowników Radiokomunikacji i Teletransmisji w Polsce); Independent Self-Governing Trade Union Federation of the Communication Employees in Poland (Federacja NSZZ Pracowników Łączności w Polsce), the Trade Union of Engineers and Technicians (Związek Zawodowy Inżynierów i Techników); Independent Self-Governing Trade Union “Solidarity’80” (NSZZ „Solidarność 80”) and the “Kontra” Trade Union (Związek Zawodowy „Kontra”). In 1998 all the abovementioned trade unions and the company board signed the “Multi-employer agreement for the employees of the TPSA”, which constituted a framework for collective labour relations within the company. The agreement still remains in force. Since France Telecom entered TPSA in 2001, the employment in the company has been gradually reduced. Initially, some 70.000 employees were on the payroll. In 2003 some serious redundancies were announced as a way of increasing the work-efficiency. When these cuts are completed, the number of employees in the TPSA should drop down to approximately 30.000. In 2004 total number of 6.000 employees will lose their jobs. 2.000 personnel have already left the company early this year the remaining 4.000 will be laid off in the following months. Although the company has launched several outsourcing and outplacement programmes intended to help its former employees re-establish themselves in the labour market, trade unions remain sceptical about the course of restructuring taken by the management.

In Romania the postal trade unions are members of BNS confederation but the determinant members come from the Posta Romana while the private operators are not unionised yet. In Romania the dominant trade unions in the telecommunications sector are the Trade Union Federation for Telecoms. 

In Turkey Directorate-General Postal Management, PTT have had a continuous deficit in its budget in last years. The continuous deficit has been affecting the employment negatively. Directorate-General sees the solution in the opening up to competition through the cooperation with international or national corporations. The deficit is being used to legitimatise the reduction of number of employees. Thus trade unions are opposing to these policies.  

� ETUC / CEEP joint project with the support of The European Commission


� With the support of the European Commission 


� Green Paper on the Services of General Interest, p.3. 


� � HYPERLINK "http://europa.eu.int/eur-lex/en/com/gpr/2003/com2003_0270en01.pdf" \t "_blank" �COM(2003) 270 final�


� Livre Vert des Services Publics d’Interet Général de Roumanie, , projet, Le Forum National, Federation Nationale de Patronats Des Services Publics de Roumanie, Palais du Parlement, 17-18 November, 2003 


� Of many attempts to transpose the term Services of General Interest into Polish, the expression “usługi powszechnego dostępu” appears to be most suitable, although several others terms are also employed. 


� Look at: .Joint Statement on the Conference on Social Implications of the Electricity Sector Restructuring in the Candidate Countries, 19-20 September 2002, http://www.epsu.org/a/355


� Romanian Law no 215/2001 on public administration


� Law on Public Services no 326/2001





� Act N. 59/2000  


� In Turkey the Ministry of Industry and Trade that is responsible for the commodities and services, has adopted a market surveillance strategy within the framework of the law on technical regulations and inspecting the products. During the 9 months period of 2003 after inspections carried out by the Ministry legal action in the courts against 101 companies was started.  





� Act regulating water mains and sewerage systems for public need (274/2001 Coll.);


Detailed regulations to the Water Act; Regulation to the Act regulating water mains and sewerage systems. This latest regulates the Programmes of development of water mains and sewerage systems of territorial units too. 





� The other laws regulating water services in Turkey are: the law N. 6200, established Directorate-General of DSI, Law about Water of no 831, the Law about Float Water and Protection Against Float Water of no 4373, the Law of Water foods of no 1380, the Law about TEAS Status and Main Status, the Law about Village Drinking Water, the Irrigation Areas and the Regulation of Land of no 3083, the Environment Law etc. (DPT, 2001-Su Havzaları, 2001, p.32, 33)





� J. Biedrzycki, M. Kozak, „Stan obecny i przyszłość elektroenergetyki w UE – wnioski dla Polski”, Biuletyn URE 6/2003.


� Ustawa o warunkach wykonywania krajowego drogowego przewozu osób, J. L. 97.141.942.


� Ustawa o transporcie drogowym, J.L. 01.125.1371, recently amended (J.L 03.149.1452).


� Admission to the occupation of road haulage operator and road passenger transport operator and mutual recognition of diplomas, certificates and other evidence of formal qualifications intended to facilitate for these operators the right to freedom of establishment in national and international transport operations. 


� Ustawa o transporcie kolejowym, J. L. 03.86.789


� Urząd Transportu Kolejowego, UTR


� Ustawa o łączności of 1990 J.L. 95.117.564


� Prawo Telekomunikacyjne J.L. 00.73.852


� Urząd Regulacji Telekomunikacji i Poczty, URTiP


� Prawo Pocztowe J.L. 03.130.1188


� Single-component form = price (according to price regulations) * quantity of consumed water or discharged wastewater and rainwater. 


Two-component form = / prices (according to the price regulations) * quantity of consumed water or discharged wastewater and rainwater / + fixed component (according to capacity of the water meter, profile of the connection or annual quantity of consumed water). The share of the individual components is set by the price regulation. The method of calculation of the fixed component is set by the legal regulation.





� CSO, 2003.


� CSO, 2003.


� 98/83/EC directive about the quality of drinking water


� J. Biedrzycki, M. Kozak, „Stan obecny i przyszłość elektroenergetyki w UE – wnioski dla Polski”, Biuletyn URE 6/2003. 


� Ministry of Economy, Labour and Social Policy (2004)


� CSO, 2003. 


� 3rd Report on Monitoring of EU Candidate Countries (Telecommunications Services Sector), IBM, June 2003.  


� 311 mainlines – according to CSO, 347 mainlines – as stated in the 3rd Report on Monitoring of EU Candidate Countries…


� 3rd Report on Monitoring of EU Candidate Countries…


� Prospects for the Polish Telecommunications Market…


� CIRE, � HYPERLINK "http://www.cire.pl" ��http://www.cire.pl�, 2003.  


� Prospects of the Polish Telecommunications Market…


� Prospects for the Polish Telecommunications Market…


� ”Urban Transport Report 2000.”


� Acceptable amounts of pollution contained in potable water are defined in compliance with EU standards by the ordinance of Ministry of Environment (J.L 02.204.1728). 


� Ordinances concerning energy, heat and natural gas (J.L 00.96.1053; J.L. 01.1.7; J.L. 01.1.8)   


� Prospects for the Polish Telecommunications Market… 


� Ustawa o gospodarce komunalnej (J.L. 97.9.43)


� The local public administration, coordinated by the local mayor (for a town or commune) and the local council (as a deliberative body), county president and county council as deliberative) is doubled by the supervisory role of the prefect. The prefect institution is acting as the local representative of the central government.


� Ustawa o przekształceniach własnościowych niektórych przedsiębiorstw państwowych o szczególnym znaczeniu dla gospodarki państwa (J.L. 93.16.69; J.L. 94.43.161).


� Ustawa o przedsiębiorstwie państwowym PKP (J. L. 95.95.474)


� Ustawa o komercjalizacji, restrukturyzacji i prywatyzacji przedsiębiorstwa państwowego PKP (J.L. 00.84.948)


� The two commuting train companies are due to undergo privatization. Lately, the offers have been publicly announced. 
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