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IMTRODGUCTION

Solidarity and equal treatment within an open and dynamic market economy are
fundamental European Community objectives; objectives which are furthered by
services of general interest. Europeans have come to expect high-quality services
at affordable prices. Many of them even view general interest services as social
rights that make an important contribution to economic and social cohesion. This
is why general interest services are at the heart of the European model of society,
as acknowledged by the Commission in its recent report on the reform of the
European Treaties.'

The importance of general interest services was brought out by the Heads of State
and Government, who acknowledged them as part of the set of values shared by
all our countries that helps define Europe.’

There are, however, differences between one Member State and another and
between one sector and another in the design, scope and organizational approaches
of general interest services. owing to different traditions and practices. More
recently, adjustments have had to be made in response to technological change, the
globalization of the economy and users’ expectations.

These developments have given rise to worries about the future of these services
accompanied by concerns over employment and economic and social cohesion.
The economic importance of these services is considerable: for instance, public-
sector companies, which provide only some of these services, account for around
9% of employment, 11% of non-agricultural activity and 16% of investment with-
in the Community. Hence the importance of modernizing and developing services
of general interest, since they contribute so much to European competitiveness,
social solidarity and quality of life. It was against this backdrop that the
Commission felt it was time to re-affirm the principles of its policies and set out
its objectives for the future.
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“Reinforcing political union and
preparing for enlargement -
Commission opinion for the
Infergovernmental Conference”,
COM(96) 90 final, 28 February
1996.

“Europe 15 built on a set of values
shared by all its societies, and com-
bines the characteristics of democra-
cy - human rights and institutions
based on the rule of law - with those
of an open economy underpinned by
market forces, infernal solidarity and
cohesion These values include the
access for all members of society to
universal services or fo services of
general benefit, thus contributing to
solidarity and equal treatment.”

2

Cannes European Councll, 2627
June 1995 - Conclusions of the
Presidency - SN 211/95, point
All7



DEFINITION OF TERMS

Services of general interest

This term covers market and non-market services which the public authorities class as being of

general interest and subject to specific public service obligations.
Services of general economic interest

This is the term used in Article 90 of the Treaty and refers to market services which the Member
States subject to specific public service obligations by virtue of a general interest criterion. This

would tend to cover such things as transport networks, energy and communications.
Public service

This is an ambiguous term since it may refer either to the actual body providing the service or to
the general interest role assigned to the body concerned. It is with a view to promoting or facili-
tating the performance of the general interest role that specific public service obligations may be
imposed by the public authorities on the body rendering the service, for instance in the matter of
inland, air or rail transport and energy. These obligations can be applied at national or regional
level. There is often confusion between the term public service, which relates to the vocation to
render a service to the public in terms of what service is to be provided. and the term public sec-
tor (including the civil service), which relates to the legal status of those providing the service in

terms of who owns the service.
Universal service

This evolutionary concept, developed by the Community institutions. refers to a set of general
interest requirements which should be satistied by operators of telecommunications and postal
services, for example, throughout the Community. The object of the resulting obligations is to
make sure that everyone has access to certain essential services of high quality at prices they can
afford.
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The Community’s involvement with ser-
vices of general interest is within the con-
text of an open economy which is based on
a commitment to mutual assistance (“soli-
darity” for short), social cohesion and mar-
ket mechanisms.

A — Serving the public

1.

Shared values

European societies are committed to the gen-
eral interest services they have created which
meet basic needs. These services play an
important role as “social cement” over and
above simple practical considerations. They
also have a symbolic value, reflecting a
sense of community that people can identify
with. They form part of the cultural identity
of everyday life in all European countries.

The roles assigned to general interest ser-
vices and the special rights which may
ensue reflect considerations inherent in the
concept of serving the public, such as
ensuring that needs are met, protecting the
environment, economic and social cohe-
sion, land-use planning and promotion of
consumer interests. The particular concern
of consumers is to obtain high-quality ser-
vices at prices they can afford. The sector-
specific economic characteristics of the
activities they cover also enter into the
equation, since they have considerable
knock-on effects for the economy and soci-
ety as a whole and may require the use of
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scarce resources or large-scale long-term
investment. This implies certain basic oper-
ating principles: continuity, equal access,

universality and openness.

Central to all these issues are the interests of
the public, which in our societies involves
guaranteed access to essential services, and
the pursuit of priority objectives. General
interest services are meant to serve a society
as a whole and therefore all those living in
it. The same applies in the Community to
the universal service concept.

Different organizational set-ups

These shared values translate into different
ways of organizing general interest services,
varying from one country or region to anoth-
er and from one sector to another. Although
the same sort of services are provided, the
way in which this is done will reflect the dif-
ferent circumstances, such as geographical or
technical limitations, the political and admin-
istrative set-up, history and traditions.

The services may be provided — in either
a monopoly or a competitive situation —
by private companies, public bodies or by
public-private partnerships. The activities
of these operators, who are sometimes
known as service managers, may be regu-
lated by local, regional or national authori-
ties with different roles and statuses. There
may also be considerable variation in the
nature of the relationship between the regu-
latory authority and the operator.
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See the definiions on page 6

This diversity may give rise to a certain
amount of terminological confusion. It is all
too easy to treat public sector and public ser-
vice as synonyms and fail to distinguish the
legal status of a service provider from the
nature of the service being provided.
European policy is concerned with general
interest, with what services are provided and
on what terms, not with the status of the body
providing them.

Be this as it may. these very different circum-
stances constitute a challenge for European
economic integration. But rather than being
an obstacle, they provide a range of possibil-
ities that may be drawn on to identify the
methods of organization that are the best suit-
ed both to the general interest in a fast-mov-
ing economic context and, that are the most
effective for achieving European integration.

The challenge of change

The context in which general interest ser-
vices are provided has changed enormously
over recent years and differs in important
respects from the context in which they
were originally introduced. The major
developments are as follows:

— consumers are becoming increasingly
assertive in exercising their rights and
desires as users of general interest ser-
vices, including at European level, and
are more demanding in terms of choice,
quality and price:

— worldwide competition is forcing com-
panies using services to seek out better
price deals comparable to those enjoyed
by their competitors;

— in contrast to the years immediately fol-
lowing the Second World War, it would
now seem that private funding for
maintaining and developing infrastruc-
ture networks is not as difficult to raise
as public resources;
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— new technologies are changing the eco-
nomic profile of sectors traditionally
operated as monopolies, such as
telecommunications, television and
transport, paving the way for new ser-
vices;

— in certain countries and sectors mod-
ernization has been slow to get off the
ground, leaving little scope for change.

The creation of the single market and the
introduction of greater competition requires
providers of general interest services to meet
the challenge of these developments and turn
them to good account by improving range
and quality and by lowering prices. This shift
goes hand in hand with the implementation
of an economic and social cohesion policy.
The Community is also helping the modern-
ization of general interest services to ensure
that essential needs continue to be met and to
improve performance. This dynamism is the
life blood of the European model of society,
without which European citizenship will
never become a reality.

B — General interest and the single European

15.

market: working for each other

Market forces produce a better allocation of
resources and greater effectiveness in the
supply of services, the principal beneficiary
being the consumer, who gets better quality
at a lower price. However, these mecha-
nisms sometimes have their limits; as a
result the potential benefits might not
extend to the entire population and the
objective of promoting social and territorial
cohesion may not be attained. The public
authority must then ensure that the general
interest is taken into account. This is the
reason for the Commission’s action on the
following fronts.
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Respecting diversity

The Community’s commitment to the
European model of society is based on
respect for the diversity of the organization
of general interest services in Europe,
which is underpinned by two basic princi-
ples:

— neutrality as regards the public or pri-
vate status of companies and their
employees, as guaranteed by Article
222 of the Treaty. The Community has
nothing to say on whether companies
responsible for providing general inter-
est services should be public or private
and is not, therefore, requiring privati-
zation. Moreover, the Community will
continue to clamp down on unfair prac-
tices, regardless of whether the opera-
tors concerned are private or public;

—  Member States’ freedom to define what
are general interest services, to grant
the special or exclusive rights that are
necessary to the companies responsible
for providing them, regulate their man-
agement and, where appropriate, fund
them, in conformity with Article 90 of
the Treaty.

Respect for national choice over economic
and social organization is a clear example
of subsidiarity in action. It is for the
Member States to make the fundamental
choices concerning their society, whereas
the job of the Community is merely to
ensure that the means they employ are com-
patible with their European commitments.

It should be pointed out that the conditions
of Article 90 do not apply to non-economic
activities (such as compulsory education
and social security) or to matters of vital
national interest, which are the prerogative
of the State (such as security, justice, diplo-
macy or the registry of births, deaths and
marriages). The contribution these services
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make to various Community policies is
the development of
European-level cooperation and partner-
ships in these areas. However, it is clear that
general interest services that are non-eco-
nomic or the prerogative of the State are not
to be treated in the same way as services of
general economic interest. Any Community
action in such areas, as is made clear in the
Treaty, can be no more than complemen-
tary.

essential hence

Striking a balance: the Community
objective

The real challenge is to ensure smooth
interplay between, on the one hand, the
requirements of the single European market
and free competition in terms of free move-
ment, performance  and
dynamism and, on the other, the general
interest objectives. This interplay must ben-
efit individual citizens and society as a
whole. This is a very tricky balancing act,
since the goalposts are constantly moving:
the single market is continuing to expand
and public services, far from being fixed,
are having to adapt to new requirements.

economic

The Community approach is, therefore,
necessarily a gradual one and the balance
sought must be capable of responding
rapidly to developments. Services of gener-
al economic interest are normally subject to
the Community rules designed to create the
single market. This includes monopolies,
which may obstruct the smooth functioning
of the market, in particular by sealing off a
particular market sector. The operation of
these rules encourages these services to
evolve accordingly, but the general interest
services must be kept intact.

The suppliers of certain services of general
interest may be exempted from the rules in
the Treaty, where the rules would obstruct
the performance of the general interest
tasks for which they are responsible.
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Since 1958 only 8 Directives plus
amendments and 7 Decisions have
been based on this Article

5

Case C-320/91 Corbeau v Kingdom
of Belgium (Public Prosecutor) [1993]
ECR 12563 (available only in the
onginal French language), Case C-
393/92 Almelo v Energiebedrf
Usselmij NV [1994] ECR 111508,
Case 1-32/93 Ladbroke v
Commission [1994] ECR 11018,

12
12

Definitions of general interest duties do not
necessarily determine how they are to be
carried out. This is why any exemption
from the rules is subject to the principle of
proportionality. This principle. which
underlies Article 90 of the Treaty, is
designed to ensure the best match between
the duty to provide general interest services
and the way in which the services are actu-
ally provided, so that the means used are in
proportion to the ends sought. The principle
is formulated to allow for a flexible and
context-sensitive balance that takes account
of the Member States’ different circum-
stances and objectives as well as the techni-
cal and budgetary constraints that may vary
from one sector to another. It also makes for
the best possible interaction between mar-
ket efficiency and general interest require-
ments. by ensuring that the means used to
satisfy the requirements do not unduly
interfere with the smooth running of the
single European market and do not affect
trade to an extent that would be contrary to
the Community interest.

The results achieved to date by this interac-
tion have been extremely positive, in terms
of both effectiveness of general interest ser-
vices and implementation of the rules.

In terms of efficiency and quality, the pro-
vision of general interest services in the
Community compares favourably with
other areas of the world in many cases.
Europe’s showing is often very good when
it comes to, say, the reliability of energy
distribution, air transport safety or the qual-
ity of radio and television broadcasting.
These achievements owe something to the
Community’s arrangements, which weed
out unfair advantages, encourage openness
in management and require general interest
remits to be clearly and precisely defined.
Gains in etficiency as a result of competi-
tion are, indeed, one of the best ways of
lowering the cost of services and, in many
cases, making them accessible to a larger
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number of people. They also make firms, in
particular smaller firms, more competitive.
There is, none the less, scope for improve-
ment in many areas. The quest for higher
quality and greater cost-effectiveness in
services of general interest can in many
cases require new approaches and a sub-
stantial effort to enhance efficiency.

The Community has always applied the
rules impartially and been responsive to the
concerns of industry, society and the politi-
cal world. The legislative framework has
been set up by the Council of Ministers and
the European Parliament. All the legal
instruments concerning air transport. rail
transport and electricity were adopted
unanimously by the Member States in the
Council. The universal service concept for
telecommunications and the postal service
was also adopted by the Council and the
European Parliament. In one-off cases the
Commission has had to adopt measures on
the basis of Article 90.* However, before
the final adoption of any such measure, the
Commission always takes care to carry out
extensive consultations with the European
Parliament, the Council. the Member States
and the parties concerned to reach the
broadest possible consensus. For example,
the two main Directives adopted on the
basis of Article 90 concerning telecommu-
nications terminals and telecommunications
services and the amendments to them
received the support of the Member States
within the Council.

As the appeal body and interpreter of the
law, the Court of Justice has confirmed
these instruments, making its own contribu-
tion to achieving the right balance. The
Court has accepted that economic consider-
ations, such as the overall cost-effective-
ness of a general interest service, and other
considerations, such as environmental pro-
tection, are admissible as legitimate
grounds.*
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In their approaches, the Commission, the
European Parliament, the Council and the
Court of Justice have also respected the dif-
ferent national definitions of the general
interest, which are based on each country’s
special social and cultural characteristics
and their choice of society.

Promoting the European general interest

As a source of economic vigour and effi-
ciency, the economic integration of Europe,
based on the single market and the cohesion
policy, has had to take on board the issue of
the general interest at European level with
the concept of universal service or other
public service obligations. The concept of
universal service, which was originated by
the Commission, has been developed in
European Parliament and Council resolu-
tions and implemented in various sector-
specific pieces of legislation.’

The basic concept of universal service is to
ensure the provision of high-quality service
to all at prices everyone can afford.
Universal service is defined in terms of
principles: equality, universality, continuity
and adaptability; and in terms of sound
practices: openness in management, price-
setting and funding and scrutiny by bodies
independent of those operating the services.
These criteria are not always all met at
national level, but where they have been
introduced using the concept of European
universal service, there have been positive
effects for the development of general inter-
est services.’

Universal service is, none the less, a flexi-
ble concept, which evolves gradually in line
with specific structural and technical fea-
tures and sector-specific requirements. It is
also evolutionary in the way it has to adapt
to technological change, new general inter-
est requirements and users’ needs.

3
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There is nothing to prevent the Member
States from defining additional general
interest duties over and above universal ser-
vice obligations, provided that the means
used comply with Community law. For
some services, the provisions of the univer-
sal service concept leave Member States the
choice of whether or not to impose the gen-
eral interest obligations and to offer com-
pensations. In this way the development of
the universal service concept at European
level is sensitive to diversity, by continually
taking account of the different national
views of general interest, determined by
each country in line with its own traditions
and needs.

Public service obligations may also be
imposed, subject to certain conditions, for
reasons of general interest connected with
matters such as land-use planning, security
of supply and the environment.

The completion of the single market pro-
vides consumers with better services and
puts European businesses in a stronger
position to face up to international competi-
tion. The universal service principle and the
other public service obligations contribute
to the objectives of equal treatment. They
protect the general interest for the benefit of
the public and European society. Universal
service is the expression in Europe of the
requirements and special features of the
European model of society in a policy
which combines a dynamic market, cohe-
sion and solidarity.

L6

European Parliament resolutions of
22 January 1993, O) C 42,

15.2 1993, p 240; 6 May 1994,
0OJ C 205,257 1994, p 551,

15 June 1995, O) C 166,
3.7.1995, p 109; and 14 July
1995, O) C 249,259 1995,
p212

Council Resolutions of. 22 July 1993,
01 C 213, 68.1993, p.1,

7 February 1994, O) C 48,
1621994, p 1, 22 December
1994, OJ C 379, 31.12.1994, p.4,
and 18 September 1995, OJ C 258,
3.10.1995, p.1.

7
See the example of telecommunica-
tions in point 35.






A — A sector-specific approach

33.

The principles and the approach outlined
above combine the dynamism of opening
up markets with general interest require-
ments at European and national levels. The
Commission has already taken steps in this
direction in several areas, such as telecom-
munications, postal services, transport and
energy. These are solid examples of how
the single market can protect and improve
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est services to the public on the basis of
universal service or public service obliga-
tions. Each case was approached in a flexi-
ble way, respecting the special characteris-
tics of each sector, the principle of sub-
sidiarity and the concern to get the best deal
for everyone. The approach has always
been a gradual one and involved consulting
all the parties concerned.

the satisfactory provision of general inter-

w Telecommunications

34. The Community approach to telecommunications is intended to improve the service provided
to the public in the Community, by offering a greater range, while at the same time improving
quality and keeping prices affordable. The market has been opened up gradually in accordance
with a precise schedule. Since proposals made in 1987, consumers have been able to choose
whichever fixed or mobile phone. fax or modem they wish. Measures were then introduced to
provide free choice between at least two mobile phone or satellite service operators. By no later
than 1 January 1998 (or 2003 in certain countries) voice telephony infrastructures and mar-
kets are to be opened up. For this purpose, regulatory bodies are to be separate from the oper-

ators and public networks will be open to other operators.

35. The opening up of markets and infrastructures goes hand in hand with the definition of uni-
versal service obligations, which the Community has asked Member States to impose on oper-
ators to ensure the provision of a wide range of basic services. The Commission communica-
tion of 1996 on universal service stipulates that this service should provide affordable access
for everyone to a network of voice, data and fax transmission and a voice telephony service.
The Regulation lays down a framework for the financing of the costs relating to this service by
market actors. The definition of this universal service is to be reviewed in 1998 and thereafter
at regular intervals. The dynamic approach adopted is designed to adapt the service in line with
technological developments, consumer needs and general interest considerations. The treat-
ment of telecommunications as a universal service is already having a positive effect on how
telecommunications services are being approached at national level. For example, the idea of
guaranteeing access at affordable prices for everyone, including the socially, medically and
economically disadvantaged, which was not an established principle in several countries, has

now been introduced by the universal service concept.

Il — THE COMMUNITY CONTRIBUTION
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37.

39.

40.

In some Member States which have acted ahead of schedule, telephone services, in particular
mobile phone services, are already being provided by new operators and this has helped to
increase the spread of the telephone and the range of new services. A more open market will
make it easier for telephone services to take on board the current flurry of technological devel-
opments at the same time as meeting customers’ increasingly sophisticated demands and keep-

ing prices down.

Postal services

The measures proposed by the Commission in July 1995 are being examined by the European
Parliament and the Council. They aim to introduce common rules for developing the postal sec-
tor and improving the quality of service, as well as gradually opening up the markets to com-

petition in a controlled way by the year 2000.

. The basis of the proposal is to safeguard the postal service as a universal service in the long

term. Universal postal service means providing a high-quality service countrywide with regu-
lar guaranteed deliveries at prices everyone can afford. This involves the collection, transport,
sorting and delivery of letters as well as printed matter, catalogues and parcels within certain
price and weight limits. It also covers registered and insured (valeur déclarée) items and would
apply to both domestic and cross-border deliveries. Due regard is given to considerations of

continuity. confidentiality, impartiality and equal treatment as well as adaptability.

To guarantee the funding of the universal service, a sector is to be reserved for the operators of
this universal service. The scope of the reserved sector will be determined by two criteria:
weight and price. The issue of mailing circulars is being looked into. as is that of incoming
cross-border mail. In any case, the range of reserved services will be reviewed in the year 2000

in the light of technological, economic and social developments.

The remaining funding for the universal service may be found by writing certain obligations
into commercial operators’ franchises: for example, they may be required to make financial
contributions to an equalization fund. There are also plans to keep regulatory authorities and

postal service operators separate.

1= Transport

41,

In civil aviation, national airlines often used to enjoy a monopoly in their country of origin,
which allowed them to offset profit-making activities against loss-making activities connected
with their public service role. The three aviation packages of 1987, 1990 and 1993 have grad-

ually opened up the markets, while safeguarding the general interest.

Il — THE COMMUNITY CONTRIBUTION
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44,

46.

. For services to outlying areas and low-density regional services, which are vital for regional

development, but not economically viable if left to market forces. the regulations allow
Member States to impose public service obligations for a specific route, select a sole operator
on the busis of a Community-wide invitation to tender and provide financial compensation for

operating these services. Public intervention in the market is thus limited to the strict minimum.

Now that the process is nearly completed, it must be acknowledged that the opening up of
European aviation markets has succeeded in maintaining service and reliability levels and
improved the quality of services for travellers appreciably. Competition is keener in terms of

both traffic and prices, making air transport more accessible to a wider public.

The regulations governing the freedom to provide maritine transport services within a Member
State (known as “cabotage™) allow Member States to impose public service obligations, with-
out any discrimination between Community shipowners, as a condition for operating scheduled
services to, from and between islands. Member States may take into account only considera-
tions relating specifically to the ports to be served, the regularity, continuity and frequency of
the service, the capacity to provide the service, the prices charged and the crew of the vessels.
Apart from this, in a communication entitled "Towards a new shipping strategy” the
Commission has put forward the possibility of public funding to support general interest ser-

vices.

. For inland transport (rail, road and inland waterways) the Treaty itself refers (Article 77) to

certain obligations inherent in the concept of a public service. In 1969 the Council adopted
Regulations interpreting this Article and guaranteeing the supply of adequate transport services
which contribute to sustainable development, social cohesion and regional balance. A great
deal of progress has already been made in the process of opening up the inland transport mar-
kets and the importance of the quality of public services in this area has been fully taken into

account.

In its Green Paper on “The citizens’ network™ the Commission confirmed this approach and at
the same time highlighted the need to improve the effectiveness of these regulated public ser-
vices. Similarly, for rail transport, in a recent White Paper the Commission defended its 1995
proposals to open up the freight and international passenger markets and announced a study on
the best practical means of introducing market rules in domestic passenger services, with due
account for public service requirements. Two other proposals have been put forward in 1996 to
strengthen the internal road passenger transport market; they comply in full with the propor-

tionality principle and the public service regulations.

Il — THE COMMUNITY CONTRIBUTION



ww Electricity

47.

48.

49,

50.

51

53,

The draft Directive that is currently going through the adoption procedure is intended to open
up electricity markets to new operators gradually over a period of nine years. In order to pro-
tect the very long-term investments which are typical of this sector and to take account of the
diversity of national structures. Member States are being offered two options: either access to
the networks for third parties or a single buyer system. It will be up to the Member States to

decide who are the eligible parties. subject to certain conditions.

The proposed solution is based on free competition, but gives Member States the possibility
of laying down general interest obligations. In line with the principle of subsidiarity, the
Member States will be responsible for defining these obligations in terms of general interest

objectives on the basis of openness, objectivity and equal treatment.

The Commission is sure that this policy will succeed in reducing energy costs for European
industry and therefore boost its competitiveness on the international scene. Lower prices

should also be one of the benefits passed on to consumers.

An initial mid-term evaluation of the Directive will be carried out by the Commission, after

which it will be reviewed once it has been in force for nine years.

= Broadcasting

In most Member States, television and radio have a general interest dimension, despite the
structural and technological changes affecting these markets. The general interest considera-
tions basically concern the content of broadcasts, being linked to moral and democratic val-
ues, such as pluralism, information ethics and protection of the individual. The way these gen-
eral interest considerations are catered for varies considerably from one country and region to

another, particularly as regards how they are funded.

The main piece of Community legislation directly relating to this sector is the so-called
“Television without frontiers” Directive of 1989, which provides the legal framework to guar-
antee freedom of movement for television programmes by coordinating the national rules
which might have raised legal obstacles to free movement. The coordinated areas are rules
applying to promotion of the production and distribution of television programmes, advertis-
ing and sponsorship, the protection of minors and the right of reply. The Member States must
ensure freedom to receive programmes and must not hinder the retransmission of programmes
broadcasted from other Member States for reasons relating to the coordinated areas. The
European Parliament and the Council are currently in the process of revising the Directive to

clarify and adapt the present rules.
In addition, the rules on competition provide a safeguard against the abuse of dominant posi-

tions and, via the merger control arrangements, prevent the development of oligopolistic and

monopolistic market structures.

Il — THE COMMUNITY CONTRIBUTION



B — The contribution of other Community

54

policies

The Community’s involvement in develop-
ing general interest services goes beyond
just the development of the single market,
incorporating other activities under various
Community policies such as:

— drawing up standards to ensure the
interoperability and interconnection of
networks: developing certification sys-
tems;

— developing European plans for major
trans-European transport, energy and
telecommunications infrastructure net-
works that form the backbone of the
information society; policy coordina-
tion and financing for the development
of these infrastructures:

— supporting investment projects as part
of economic and social cohesion policy.
particularly for infrastructure in less-
advantaged regions of the Community
and regions undergoing industrial
reconstruction, and for projects
designed in general to promote general
interest services in partnership with
local and regional actors;

— research and development activities
in general interest service sectors, such
as rail and air transport, the audiovisual
industry, information technology, edu-
cation and training, and health;

— encouraging legislators, regulators
and operators to exchange experiences
and emulate the best practices, for
example as regards financing methods,
price-setting and serving the public.®

In all these activities the Community is
attentive in particular to the need for a
healthy and sustainable environment and
consumer interests. The Community is tak-
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ing measures for consumers to promote
choice, quality, openness, access to objec-
tive information, rapid and inexpensive
means of redress and participation.

However, none of these Community activi-
ties will be effective, unless the various par-
ties concerned work together in the neces-
sary way. Partnerships between the public
and private sectors will inevitably play a
decisive role, particularly when it comes to
investment and research, but partnerships
also need to be developed between the
regional, national and European levels.

As regards non-economic services °, various
cooperation activities undertaken at
European level may help to support or add
an extra dimension to national policies, for
example in the areas of employment, wel-
fare, public health, education and training
and culture. The Community is encouraging
cooperation between the Member States on
combating cancer. The education and train-
ing exchange and cooperation programmes,
“Leonardo” and “Socrates”, involve large
numbers of students and young workers.
The Community also supports various
activities to preserve and protect Europe’s
cultural heritage. These activities do not, of
course, imply harmonization at the
European level, but rather they are addition-
al ways in which the Community supports
the general interest and are vital for achiev-
ing the Community’s cohesion and solidar-
ity objectives.

8
An example of this in the area of

public transport is the recent
Commission communication on "The
cihizens’ nefwork”, COM(95) 601
final, 23 January 1996.

9
See point 18.






57.

58.

59.

The Community’s aim is to support the
competitiveness of the European economy
in an increasingly competitive world and to
give consumers more choice, better quality
and lower prices, at the same time as help-
ing, through its policies, to strengthen eco-
nomic and social cohesion between the
Member States and reduce certain inequali-
ties. This objective, which is laid down in
the Treaty, is served mainly by the
Structural Funds and the trans-European
networks. General interest services have a
key role to play here, since they contribute
to economic and social cohesion and eco-
nomic performance. The Community is
committed to maintaining these services
intact, while improving their efficiency.

The importance of striking this balance was
brought out by the Heads of State and
Government at their summit in Cannes in
June 1995 ":

“The European Council reiterates its con-
cern that the introduction of greater compe-
tition into many sectors in order to complete
the internal market should be compatible
with the general economic tasks facing
Europe, in particular balanced town and
country planning, equal treatment for citi-
zens, — including equal rights and equal
opportunities for men and women — the
quality and permanence of services to con-
sumers and the safeguarding of long-term
strategic interests.”

Both this political statement and the
changes currently under way point to the
need to clarify future objectives. In this

vein, the Commission is planning to pro-
mote European general interest services on

three fronts: by making the most of opera-
tions to boost the single market and
European competitiveness; by strengthen-
ing European solidarity and coordination;
and by deploying Community instruments.
These developments should be reflected in
the Treaty, when it comes up for discussion
at the Intergovernmental Conference.

A — A European perspective
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I — OBJECTIVES FOR THE FUTURE

Making the most of operations to boost
European competitiveness

The opening up of markets on a sector-by-
sector basis for economic services and, in
particular, networked services, and the
introduction of universal service obligations
should be continued, given the positive
effects they have on the general interest
functions and on the competitiveness of the
European economy in the world. These
activities are crucial for the modernization
of the services, enabling Europe to make
the most of its competitive advantages in
the sectors in question and enabling the
companies that use the services to obtain
quality at lower cost.

Whatever happens, the Commission will
continue to play its role of impartial referee.
[t intends to apply the following principles
in its policy of opening up markets in the
future:

— introducing evaluation tools to assess
the operation, performance and compet-

10

Cannes European Council, 26-27
June 1995 - Conclusions of the
Presidency - SN 211/95, point
All7.
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See Commission White Paper enti-

tled “Air traffic management. freeing
Europe’s arspace”, COM(96) 57
final

itiveness of general interest services on
a sector-by-sector basis, so that the best
examples can be emulated and the ser-
vices adapted in line with technological
changes, new consumer needs and new
public interest demands. The Commis-
sion has already launched a study to get
an overview of forms of regulation and
methods of organizing and financing
networked services in the Member

States:

— adopting a step-by-step approach
based on consultation with the various
parties concerned, including consumers:

— applying openness by issuing a com-
munication on the application of the
Article 90 procedures.

This approach should get the best out of the
activities undertaken, particularly as
regards the development of the universal
European service concept.

It is. however, important that the decisions
on the Commission’s pending proposals
should be taken as soon as possible. The
Commission is expecting the Directive on
the opening-up of the internal market in
electricity, which had been blocked, to be
finalized soon. The Commission is also
counting on the Council and the European
Parliament adopting the drafts on the open-
ing-up of international markets in rail pas-
senger transport, completing the opening-
up of the rail freight markets and the open-
ing-up of the natural gas markets. These
proposals incorporate the general interest
considerations.

Strengthening European coordination
and solidarity

In the interests of solidarity, the general
interest criteria could be extended to other
activities following the evaluations referred
to above. There are several sectors that

[t — OBJECTIVES FOR THE FUTURE
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have a cross-border dimension, especially
in terms of their particular technical char-
acteristics, which means that the general
interest role is not necessarily best fulfilled
at national level. There are other sectors
with European implications too, such as
land-use planning and environmental pro-
tection.

To meet the requirements of these sectors
and ensure the best possible performance
and service, the Commission could envis-
age future activities, in some form or anoth-
er and using the powers it already possess-
es. designed to facilitate the coordination of
national general economic interest bodies
in matters such as public financing arrange-
ments and control systems. Development of
the universal service concept or public ser-
vice obligations could be a fruitful avenue
to explore, particularly in terms of the qual-
ity of service and users’ rights.

The level of European integration in certain
sectors could also give food for thought on
means of increasing European-level coordi-
nation for monitoring the activities of regu-
lators and operators in these sectors. In
some cases, more developed forms of coop-
eration could be envisaged, such as the
introduction of a regulatory body for air
traffic control, which is under discussion."

Deploying Community instruments

Economic and social cohesion, harmonious
urban and rural development and environ-
mental conservation are objectives of
shared interest in Europe. In this context,
general interest services share the same
objectives as various other common poli-
cies introduced by the Community.

This is why the Commission will be push-
ing ahead with those policies which are
needed to get the most out of general inter-
est services. With this in mind, next year
the Commission is due to submit a draft
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plan on developing land use in the
Community to the European Parliament,
the Council and the Committee of the
Regions. This is to be based on the recom-
mendations of the “Europa 2000 plus™ doc-
ument, which will give general interest ser-
vices the sort of coverage they deserve.

The Commission is planning to develop the
trans-European networks in line with the
commitments already made by the Heads of
States and Government. The commitments
should be acted on as soon as possible, par-
ticularly on the financial level. The net-
works have such huge potential that their
introduction should not be held up any
longer.

When presenting its initial guidelines for
the fifth research framework programme
(1999-2003), the Commission stressed the
need for research to be made to work res-
olutely for the benefit of the European citi-
zen.

Making sure that everyone is provided with
other general interest services, such as
health, welfare, education, water and hous-
ing, is a matter of national or regional
responsibility. None the less, there are ways
in which the Community can help (cooper-
ation, financial support and coordination
activities) and greater use should be made
of them in connection with these services to
promote equality of opportunity and to
combat poverty and marginalization
(“social exclusion™).

B — A reference in the Treaty

70.

Now that the Union is discussing reforming
its institutions in preparation for the transi-
tion to a new political phase, the debate is
open on how to consolidate and clarify our
commitment to the European model of
society and the values on which it is based.
as reiterated by the Commission in its opin-
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ion for the Intergovernmental Conference.”
The provision of public interest services is
central to these values.

One option would be to leave the Treaty as
it stands. Article 90 has proved its worth in
fully guaranteeing the beneficial interac-
tion between liberalization and general
interest. It is best left untouched. The
Treaty also contains various other instru-
ments that provide ways and means of sup-
porting the European model of society in
several ways, for example as back-up for
general interest roles: trans-European net-
works, Community research, consumer pol-
icy and social and economic cohesion.

The Commission feels, however, that the
role of general interest services in the
development of the concept of European
citizenship should be commensurate with
the place they occupy among the shared
values on which the European societies are
founded. With this in mind, the stage
should be set for developing general inter-
est services in Europe and for deploying the
means available to achieve this end in a
coherent way.

The Commission is advocating in the
Intergovernmental Conference that a refer-
ence be inserted in the Treaty. This would
mean adding a new subparagraph (u) to
Article 3 to read as follows:

“(u) a contribution to the promotion of
services of general interest.”

This would confirm, given the programmat-
ic value of Article 3, that general interest
services already fall within the Community
remit. They none the less continue to be
primarily an area for action by the Member
State. Without actually creating a new legal
basis, this addition would establish that
general interest services are something
which the Community should take into
account when drawing up its policies and
planning its activities.

12
“Reinforcing political union and

preparning for enlargement -
Commuission opinion on the
Intergovernmental Conference™,
COM(96) 90 final, 28 February
1996
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