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1 Introduction: Relevance of the Study

Public services – services of general interest (SGIs), are essential for all Eu-
ropean inhabitants and citizens, as well as for economic, social and territorial 
cohesion. On average, they represent 30% of employment and 25% of GDP 
(Bauby and Similie, 2010). In all European countries, SGIs had been subject 
of particular objectives and rules, complementary to the common competition 
and market rules, to ensure universal access to these services in all countries, 
to ensure their provision through social or territorial forms of solidarity, to 
build up the needed medium- and long-term infrastructures. So, SGIs have 
been subject to the definition of public service tasks – national terms or con-
cepts being more or less similar.

The process of Europeanisation of public services – services of general in-
terest cover the last seventy years of European integration. In the 1960s and 
1970s there were many debates, ideas and proposals; opportunities were mi-
ssed before the 1980s to build an original European reference framework of 
services of general interest. During the 1980s and 1990s, European debates 
focused on the definition of Europeanisation strategies that would be adapted 
to the specific challenges of SGIs and the 1986 Single Act can be considered 
as the initiator of liberalisation process.

The European strategy of Europeanisation was then based on steps of progre-
ssive elimination of obstacles to trade in the EU and the rejection of any form 
of discrimination. The aim was to integrate each sector in the construction of a 
“common market”, and then of an “internal market”, which soon led to putting 
the objective of “internal markets” in each sector. The liberalization of servi-
ces of general interest has also found support in the professional literature, as 
the provision of these services has become the subject of criticism, especially 
in connection with the notion of government failure. According to Jackson 
and Brown (2003), concepts of the services of general interest are vague, and 
therefore it is difficult to clearly formulate the objectives of government po-
licy.

How ought we to measure the “effects of liberalisation”? On this issue, we 
were confronted with the impossibility of isolating liberalisation policies from 
the other factors that have contributed to the changes of the last half-century – 
technological changes, economic aspects, financing rationales, users’ expecta-
tions and needs, ideological and political background, etc.
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Assuming that it is possible to identify the positive and negative effects of 
liberalisation policies, the assessment criteria will depend on the issues invol-
ved in the previous situation and the disparity in the aspirations of the various 
stakeholders. More generally, the necessary data are not always available, par-
tial or comparable as sectors are increasingly organised into segmented mar-
kets, skills and information are distributed between several public authorities 
and not all have the same advertising and data availability policy. Therefore, 
rather than making peremptory judgments, the research tries to identify gene-
ral structuring trends. First of all, it is clear that where competition is intro-
duced, it tends to be oligopolistic (often, we have the defaults of monopoly, 
without its advantages) and oligopolisation tends to become European.

Consequently, competition is mainly developing in marginal markets or in 
some market segments (“skimming”). Secondly the legal statutes of the in-
cumbent operators, which were almost everywhere under public law, are go-
verned by common law. They tend to diversify their activities and fields of 
action to compensate for their losses in the national market share, accentuating 
trends that are often already present. In the field of social relations, the trend 
is towards the “precariousness” of jobs, rather than a generalization of “social 
dumping”. In a context of increasing competition, operators tend to develop 
social and territorial segmentations, which challenge previous principles of 
equal treatment or universality. Finally financial returns may hinder long-term 
sustainability, and increasing outsourcing can have negative effects on society. 

It was not until the effects of the liberalisation policies launched at the end 
of the 1980s that services of general interest were taken into account, first, 
as “common values” and contributions to “social and territorial cohesion” 
(Amsterdam Treaty of 1997). Then, their access as “fundamental rights” was 
consecrated by the Charter of Fundamental Rights proclaimed in 2000 and 
incorporated into the treaties in 2009. The Lisbon Treaty provided for the po-
ssibility of adopting secondary legislation on the legal basis of Article 145  
5 Article 14 of the treaty on the functioning of the European Union: “Without prejudice to 
Article 4 of the Treaty on European Union or to Articles 93, 106 and 107 of this Treaty, and 
given the place occupied by services of general economic interest in the shared values of the 
Union as well as their role in promoting social and territorial cohesion, the Union and the 
Member States, each within their respective powers and within the scope of application of the 
Treaties, shall take care that such services operate on the basis of principles and conditions, 
particularly economic and financial conditions, which enable them to fulfil their missions. 
The European Parliament and the Council, acting by means of regulations in accordance with 
the ordinary legislative procedure, shall establish these principles and set these conditions 
without prejudice to the competence of Member States, in compliance with the Treaties, to 
provide, to commission and to fund such services.” 
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– a procedure not yet implemented 10 years later – and an annexed protocol 
(European Union, 2008) identifies a set of shared values. Recently, the re-
ference to “access to essential services” was included in the Pillar of Social 
Rights proclaimed in Göteborg on 17 November 2017 (European Commissi-
on, 2017). The result is now a “European acquis” that can be summarised as 
follows:

 ● The Member States (national, regional and local authorities) have 
the general competence to define, ‘provide, commission and organise’ SGI, as 
well as funding SGEI (Services of General Economic Interest).

 ● The European institutions have the same responsibility for European 
services which prove necessary in order to achieve the EU’s objectives.

 ● For non-economic services, the rules of the internal market and the 
rules of competition do not apply; they merely come under the sole general 
principles of the EU (transparency, non-discrimination, equal treatment, pro-
portionality).

 ● For services of general economic interest, the public authorities must 
clearly define their ‘special task’ (principle of transparency).

 ● On this basis, they can define the means best adapted to effectively 
achieving the ‘special task’ (proportionality principle), including, should it 
prove necessary and proportionate, aid and subsidies and exclusive or special 
rights.

 ● The Member States are free to choose the styles of management: 
internal, ‘in house’, delegated.

 ● These definitions must clearly establish the standards of ‘quality, se-
curity and affordability, equal treatment and the promotion of universal access 
and of user rights’ (see below, “shared values”).

 ● The rules of competition and the rules of the internal market only 
apply if they do not stand in the way, legally or factually, formally or in effect, 
of their specific mission being achieved. The development of trade must not 
be affected to such an extent as would be contrary to the interests of the EU.

 ● The Member States are free to choose the type of company property 
(principle of neutrality).
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 ● In all cases, misuse can occur due to ‘manifest error’ that the Commi-
ssion can raise, under the control of the Court of Justice of the European 
Union.

2 Methodology

The effects of the Europeanisation of the three sectors in the contrasting Eu-
ropean countries we have chosen, in particular, the “liberalisations” decided 
by the Community institutions, are particularly difficult to dissect and analyse. 
The changes that have taken place in these sectors over the past seventy years 
combine multifaceted transformations – technical and technological changes, 
evolving economic approaches, adapted user needs and expectations, social 
relations and environmental interactions – each with its own logic and dyna-
mics, which can hardly be unravelled and individualised. From the point of 
view of three different sectors, it is practically impossible to choose unambi-
guous, identical indicators of analytical procedures for assessing the effects 
of liberalization. However, we try to disentangle from this maelstrom some 
general trends, to approach the effects of the liberalisation process in three 
areas: economic and financial, social and societal. 

Our approach to examining the effects of liberalization is similar to that taken 
by Keune et al. (2008) when they focused on the analysis of the impacts 
on workers (their wages, working conditions etc.), level of unemployment, 
productivity and consumers. Brandt and Schulten (2007) followed a similar 
approach in assessing the impact of the liberalization of postal services and 
the electricity sector in their comparative view of six countries. According to 
Abegg and Thierstein (2003) the spatial effects of the liberalization of pub-
lic services are also important, especially in terms of regional development, 
which may be the subject of our further research. In evaluating the effects of 
liberalisation, we were also inspired by Bertele et al. (2019) who focused spe-
cifically on assessing the liberalisation of the passenger rail market.

We explain our approach to examining the three effects of liberalisation in 
more detail in connection with selected sectors of public services. In the part 
devoted to the case study (Slovakia), we proceeded according to the chosen 
methodology of three effects, while for the scope of the issue we selected in 
each of the three sectors, only some effects. In the section on railway libera-
lisation, we assessed the economic effects of liberalisation by analysing the 
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market environment as a result of the adoption and application of railway pac-
kages. We focused our analysis mainly on market competition, the existence 
of barriers to entry into the sector, as well as interventions by the state and 
the regulatory authority. We assessed the social effects of liberalisation on the 
basis of the development of the employment indicator in the railway transport 
sector.

One of the most important expected market changes after liberalisation is the 
change in competition. We used an indicator to assess the competitive envi-
ronment in the electricity sector. How should we measure competition? By 
taking into account the number of operators on the market or the number of 
authorised operators? But this means putting on the same level a multinational 
and a small local marketer. By the number of users who change their ope-
rator? Yet, remaining in contract with the same operator can come not only 
as a consequence of user satisfaction, but also of the barriers that incumbent 
operator puts at the entry of competitors. A popular measure of concentration 
in market structures is the Herfindahl-Hirschman Index (HHI). It is a com-
mon measure of market concentration and is used to determine market com-
petitiveness (Hayes, n. d., 2020). The primary disadvantage of the HHI stems 
from the fact that it is such a simple measure that it fails to take into account 
the complexities of various markets. Another measure, Schedule (Temporal) 
Differentiation Metric, or STDM, captures two important dimensions of com-
petition that are prevalent in many service industries: the frequency of service 
operations and the temporal differentiation between these services (Mantin, 
Gillen and Dellibasi, 2016). In fact, there is no single and simple indicator that 
provides a true measure of competition, and national reports rely on a variety 
of available data. We used the classic HHI to characterize market competition 
in the electricity sector, where we could rely on the fact that the product we are 
dealing with is homogeneous. We used the formula for HHI: 

where Si is the market share of the company and n is the number of companies. 
If the HHI reaches a value of less than 0.01, we speak of a highly competitive 
market environment. If the HHI has a value of up to 0.15, it is still an uncon-
centrated industry, but at values from 0.15 to 0.25, we already evaluate the 
industry as concentrated, and if the HHI is above 0.25, then there is a high 
concentration in the industry. The low values of the index show that the indu-



EKONOMICKÉ ROZHĽADY – ECONOMIC REVIEW                
Ročník/Volume 49, 4/2020 365

stry is not dominated by one or more players and all companies have balanced 
market shares.

We also used the employment indicator to assess the social effects of liberali-
sation in the postal services sector. In addition, we examined state interventi-
ons to the market environment and their impact on the creation of a competi-
tive environment in a given market for postal services.

3 The Economic and Financial Effects

Today, in each of the four Member States, the situation of the three sectors 
is very different from what it was at the end of the 1980s, when there were 
national or regional and public, mixed or private monopolies. The general 
trend towards the opening of markets, the introduction of forms of competi-
tion, the Europeanisation of strategies and initiatives of operators is at work. 
But nowhere has this trend led to complete deregulation or savage forms of 
“deregulation”. Everywhere there are new rules, just as numerous and binding 
if not more so than before, national regulatory authorities – and increasingly 
coordinated at European level, to ensure, frame and control the conditions 
of competition, to define, develop or guarantee public service or universal 
service tasks or objectives and to uphold the principle of non-discrimination, 
among others. Regulation through legislative standards is necessary, while 
both its scarcity and surplus are detrimental (Medveď et al, 2005).

In each sector, there are new operators, sometimes several hundred or tens (for 
instance, in the railways sector in Germany or in the postal sector in France 
and Spain), but barriers to entry prevent real “pure and perfect markets”. The 
tendency is rather to the oligopolisation of markets, with three or four domi-
nant and structural operators (often the old historical operators), and tenden-
cies for the most important ones to leave their national territory of origin and 
to develop at European level.

Everywhere, national historic public operators have seen their legal status 
changed to become “limited companies”, ‘companies like the others’ – the lar-
gest of them diversifying their activities and intervention spaces to compensa-
te for their loss of market share in their country of origin or to ensure their 
growth. But these changes in legal status – and often in this context of the aims 
and objectives of the companies – have always been decided by the national 
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public authorities, without any binding obligation coming from the European 
institutions. The tendency towards oligopolisation tends to become European, 
as we find the same groups of services or even multi-services, seeking to de-
ploy strategies for the production of value at the level of the European Union. 
Competition is instead developing on geographical, technological or social 
‘niches’, which make it possible to ‘skim’ the most profitable sub-markets, 
at the risk of unbalancing the universality of services and the financing of the 
Public Service Obligations (PSO) or Universal Service Obligations (USO).

More generally, it is necessary to consider the field to be opened up to com-
petition. Since the 1980s, the European approach has consisted of defining 
“common rules” for each of the “internal markets”, taking into account the 
specificities of each activity, but to the point of giving priority to the intro-
duction of competition within each sub-sector. The most significant example 
is that of transport, where the introduction of competition within each mode 
of transport has been promoted, the effects of which in rail are essentially li-
mited to providing incentives for operators’ efficiency, rather than taking into 
account intermodal competition between rail and road, with very unequal con-
ditions, particularly for freight. Similarly, in the energy sector, European rules 
first concerned the internal electricity and gas markets, then energy efficiency 
and the development of renewable energies – elements that are currently in-
sufficiently linked in the “Energy Union”. In addition, most major operators 
have developed value generation strategies that go beyond the narrow scope 
of sectors or sub-sectors.

4 The Social Effects

In the area of social relations, employment and working conditions of em-
ployees, the trend is not towards widespread social dumping or massive re-
ductions in the number of jobs in the sectors concerned, but rather to put into 
question previous employment and/or ‘status’ conditions and to the develop-
ment of forms of ‘job precariousness’ (temporary employment, mini-jobs, 
self-employed work, reduced wages and/or internal training, more frequent 
professional conversion), sometimes in conditions of increased profitability 
of companies. For example, part-time work is developing in the public postal 
sector in France and Germany, at the same time as it remains far from being 
as developed as in the private sector. However, the public sector somehow 
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‘internalises’ such social situations when it contracts or subcontracts with the 
private sector concerned.

The transformation of the legal status of public operators is accompanied by 
the gradual transition from public law employment status to private employ-
ment status, including lower pay levels, but also a level of training that might 
not always be as demanding. More generally, the private sector has become 
an increasingly important supplier to the public sector, even though some out-
sourcing practices have been developing for several decades and are not spe-
cifically linked to the liberalisation process (see in particular the outsourcing 
of maintenance works in the French nuclear power sector).

The larger the share of labour in the economy of a sector (as in the area of 
postal sector distribution), the more the productivity gains risk to encroach on 
labour, sometimes favoured by new technologies (for example, mail-sorting 
technologies that replace manual sorting). At the same time, new technologies 
or the creation of innovative services can foster job creation.

Thus, the German report mentions a higher level of employment in the public 
and private sector of renewable energies, whereas the weight of these energies 
in the production of energy is lower; this is because the sector is supported by 
significant public policies and funding. In the future, an important develop-
ment of energy ‘prosumers’ would also have a significant impact on the labour 
market.

The development of the railway transport due to environmental considerati-
ons could also lead to increased employment, especially in the public sector, 
which is dominant in this field (for example, Deutsche Bahn created more 
than 20 000 jobs between 2012 and 2017). At the same time, in the Spanish 
case, there are the alternative operators who invest in rail freight, thanks to the 
opportunities created by liberalisation, at the same time as the activity of the 
public operator was declining.

In the postal sector, the development of e-commerce leads to the development 
of parcel delivery and distribution services, even if these services are partly 
integrated directly with merchants. In this sector, innovative services favour 
the entry of start-ups on the market.
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5 The Societal Effects

The introduction of even progressive, controlled and regulated forms of com-
petition and market logic spontaneously leads to the development of trends to-
wards social, territorial, generational, and environmental polarisations. Opera-
tors’ value production strategies lead them to implement social segmentation 
of markets, therefore challenging the previous principles of equal treatment, 
which are part of the common values of the EU and its Member States. But 
social segmentations may ultimately jeopardise both universal access to servi-
ces (for instance, in the ‘sensitive areas’ of the suburbs of some large cities) 
and their affordability.

In all sectors, budgetary rules and cost-based service funding have led to a 
steady increase in user fees. The affordability of services requires in-depth 
studies. It seems to be less integrated in public policies than other economic 
considerations such as the efficiency, productivity and profit of operators (‘re-
asonable’ profit according to state aid rules). There seems to be no articulation 
between these considerations and the affordability that ensures universal ac-
cess to services. Not only are regulated prices rising, but price liberalisation 
does not necessarily lead to lower bills for users (sometimes due to additional 
taxation to support other public policies in the sector, for example, to support 
renewable energies).

In fact, the guarantee of universal access to SGEIs tend more and more to be 
ensured not by their affordable character, but, at least for some users, by the 
development of a social policy targeting a small part of those in need (the 
poorest – policies of fuel poverty following its inclusion in the electricity di-
rective6,  free universal postal service for blind people that is admitted by the 
postal directive), by the change in consumer behaviour (reduced energy con-
sumption, less use of transport services), through the empowerment of consu-
mers. The emerging trend is that of the disengagement of previous forms of 
internalisation of social solidarity, even if national monographs identify the 
survival of some old approaches (for example, free rail transport for all chil-
dren, students and pensioners in Slovakia). In these cases, all taxpayers cover 
the costs of the service. However, in a liberalised environment, as shown by 
the Spanish report for the postal sector, a regulated price that is too low can 
become a barrier to competition and market entry since competitors cannot 

6 A website of the European Commission gathers measures implemented by Member States: 
https://www.energypoverty.eu/policies-measures 
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ensure their economic viability below a certain price level, whereas the public 
subsidy is granted only to compensate for the low price of the universal servi-
ce for which only the incumbent operator is responsible.

However, competition may have contributed to developing services at lower 
prices in some market segments. For example, the delivery of parcels in relay 
or automatic delivery points costs less for the recipient, since he does not be-
nefit from a distribution at home but has made the choice to recover directly 
his parcel at the point of delivery. In the electricity sector, there are more and 
more alternative distributors and regulations aimed at promoting their entry 
into the market and offering lower rates. However, until now, tariff cuts have 
not been high enough to encourage a significant switch of operators. And the 
change of operation is not always the guarantee of a lower price, with the 
Spanish case showing that many customers who have changed their operator 
have had to pay higher prices because of false advertisements. Such practices 
raise the question of the regulation of the relationship between consumers and 
operators.

In the liberalised context of other sectors (air transport, communications, hi-
gh-speed rail), we have also seen the development of ‘low-cost’ pricing sys-
tems. While these systems allow certain users in certain circumstances (up-
stream purchases, promotions, bonuses) to be able to access lower or very low 
rates, they do not guarantee universal affordability because they do not ensure 
either equal or fair access (access to these rates is not necessarily proportional 
to users’ financial capacity). The same phenomena of segmentation tends to 
develop at the territorial/local level. The example of “white areas” and “grey 
areas” of telecommunications networks is well known. But we also tend to 
find the effects of market segmentation both in the French debate on the main-
tenance of “small railway lines” and in the abandonment of rural areas by 
German rail operators, as well as in the progressive disengagement of postal 
offices from rural areas.

In two other areas, the trends are peculiar, but have the same consequences in 
terms of polarisations. The introduction of competition, market logic and vari-
ations in financial results or share prices lead to an attempt to limit spending. 
This can lead both to pressure on the wage bill (jobs and salary conditions), 
to limit or postpone research and development spending that has only long-
-term profitability and to reduce maintenance expenses or future investment. 
All these elements tend to favour short-term gains over long-term goals and 
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therefore over the real sustainability of the service and the interests of future 
generations. In the same way, these logics develop tendencies to externalise 
as much as possible the negative consequences of the activity of the operator 
on his environment, which raise the problem of the socialisation of negative 
externalities by the community, while the service operator appropriates posi-
tive externalities.

6 Case Study: Liberalisation of Public Services in Slovakia

Slovakia, as one of the four countries where research of the liberalisation of 
public services was conducted, had a unique position in terms of previous 
developments, which clearly affected public services. After the change of po-
litical regime in 1989 and subsequent economic reforms, further development 
in the public services sector was affected by the emergence of an indepen-
dent state after the split of Czechoslovakia in 1993. Research on liberalisation 
in Slovakia, was focused on three important sectors of the public services 
network, rail transport, electricity and postal services.

6.1 Rail transport

Following the creation of the Sovereign Slovak Republic (SR) on 1 January 
1993, the public company, Železnice Slovenskej republiky - ŽSR (Slovak Re-
public Railways) was set up. The Law 258/1993 on ŽSR, defined it as a public 
company under both public and commercial management mode. It also defi-
ned the conditions for foreign operators to enter the market. 

In 2002, ŽSR was divided into two independent entities: ŽSR, a public com-
pany, whose purpose was to manage the railway infrastructure, and Železničná 
spoločnosť (Rail Company). Rail Company was again reorganised and in 2005 
was divided into two public companies: Železničná spoločnosť Slovensko – 
ZSSK (Slovak Railway Company) that transports railway passengers and Car-
go Slovakia (hereafter referred to as Cargo) that is in charge of the transport 
of goods. 

Currently, ŽSR, ZSSK, and Cargo are directly involved in providing rail trans-
port services and two other entities active in the railway transport sector are 
the Ministry of Transport and Construction, and Dopravný úrad – DÚ (Trans-
port Office). The last one assumes the function of price regulation on national 
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and regional railways, as well as one of investigation and safety of railways. 
Regarding the private transport companies, currently 36 enterprises own valid 
transport licences on the Slovak rail market, of which only 9 for the transport 
of passengers, 1 for the transport of passengers and goods and 26 for the trans-
port of goods.

Although several private companies are active on the railway transport mar-
ket, the liberalisation has not led to the expected competition. Liberalisation 
first developed for the market for the transport of goods, following the entry 
into the force of Directive 2004/51/CE of the second railway package, which 
completely liberalised this sector of transport in the EU, starting with 1st Ja-
nuary 2007. During the same year, the third railway package was implemented 
in Slovakia by the laws 513/2009 and 514/2009. Its purpose was to liberalise 
the international transport of passengers, to reinforce their rights and to put 
into place a single system of licences and certificates of aptitude for train con-
ductors. According to these laws, ŽSR should ensure the access to the railway 
infrastructure for each enterprise that owns a valid service licence and a safety 
certificate. The DÚ issues, controls and revokes licences.

Based on the adopted laws, we can conclude that the legislative conditions 
for the liberalisation of the entire rail sector have been created in their entirety 
and, since 2009, nothing has hindered liberalisation. In 2011, Antimonopol-
ný úrad (Anti-monopoly Office) of the Slovak Republic published a report 
(Abegg and Thierstein, 2003) in which it confirmed that the Slovak railway 
transport had been completely liberalised: the transport of goods since 2007 
and the transport of passengers since 2010. In 2010, 29 enterprises owned a 
licence allowing them to operate on the railway network of ŽSR, 25 of which 
were effectively active on the market: 2 passenger transport services and 23 
goods transport services. The anti-monopoly authority, among the first econo-
mic consequences of liberalisation, presented the key problems of competition 
on the railway market:

Market entry barriers are one of the most serious obstacles to the liberalisation 
of the rail market. Slovakia in the international comparison through ACCESS 
Index occupied the fourteenth position among the Member States (Anti-mo-
nopoly Office, 2011; Kanis and Dolinayová, 2016). For instance, the access 
to the rolling stock is very difficult. Railway infrastructures, which were built 
in the 1970s, are not compatible with the contemporary electric locomotives. 
Consequently, the new transporters entering the market and wishing to use 
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modern electric locomotives cannot obtain an authorisation to operate. They 
can only use old electric locomotives that are exclusively owned by the state 
undertakings ZSSK and Cargo. As in reality, there is nearly no market for the 
leasing of electric locomotives, the new private transporters are obliged to use 
only diesel electric locomotives, of which cost is much higher; moreover, the 
cost of operation of diesel locomotives on electrified lines implies supplemen-
tary fees. Another difficulty concerns the refuel of diesel oil. On the occasion 
of the creation of the three railway transport companies – ŽSR, ZSSK, Cargo, 
the last one became the single owner of the equipment for refuelling and it re-
fused the access of private transporters to refuelling facilities. Therefore, these 
had to use mobile tankers to refuel. Ensuring the entire refuelling process to-
gether with securing the dedicated track is administratively, organizationally 
and financially costly.

The second problem was the regulation of fees for the access to railway lines, 
as these fees represent a high cost for the transporters active on the national 
market, which provokes unbalanced conditions of operation between the rail 
and road transport. Even if the Directive 2001/14/EC recommended calcula-
ting the fees of utilisation of railways on the basis of the marginal cost, this 
recommendation was not applied in Slovakia. The fees applied in Slovakia 
contained both fixed and variable costs, and the fixed costs are particularly 
high as the country’s railway network is one of the densest in Europe.7 It was 
only after January 2011, after the entry into the force of the DÚ’s Regula-
tion 3/2010 that the mode of calculation of these fees was amended, which 
provided a fixed ceiling cost for the access to the railway infrastructure. The 
objective of these modifications was to reduce the weight of these fees in the 
transport price.

Another problem is a strong state influence in the railway sector resulting not 
only from the ownership and control of ŽSR, CARGO and ZSSK by the state, 
but also from the fact that these companies are also financially “dependent” on 
the state. They are the recipients of important subsidies from the state budget 
or other forms of aid. The state’s influence through the subventions conferred 
to state transporters generally led to higher fees for others – therefore, it is 
about the presence of a political aspect in this sector.

Inappropriate interoperability and the quality of the railway infrastructure 
is another problematic issue. The relatively weak level of the railway infra-
7 According to the statistics developed by the United Nations Economic Commission for Eu-
rope – UNECE – in 2016 Slovakia owned the seventh densest railway network in the EU. 
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structure is linked to the preference of the road infrastructure (higher public 
investments for highways). Therefore, railway infrastructure is technologica-
lly outdated and incompatible with the European system. Thus, in practice, 
foreign railway companies can only ensure the transport of goods until the 
Slovak frontier where the national transporters take them in charge by chan-
ging the locomotive and the personnel and reciprocally.

Finally, the serious problem is the behaviour of the state transport underta-
kings. They try to maintain their position on the market, which manifests itself 
through the fact that the manager of the infrastructure (ŽSR), which is owned 
by the state, favours public undertakings when allocating infrastructure capa-
cities. The dominant transport undertaking refuses access to the infrastructure 
to new transporters and can use different pricing practices aimed at pushing 
competitors out of the market or preventing their market share from growing.

An important intervention in the passenger rail market was the Government 
Regulation of November 2014 that rendered free of charge rail transport for 
children from 0 to 15 years old, students until 26 years and seniors over 62 
years old. This measure undermined the conditions of free competition and 
worsened the position of the private personal rail transporters who have to 
cover transport costs only from their own resources.

The favourable position of public transport undertakings is also reinforced 
by the way the contracts in the general public interest are organized. The 
contracts concluded by the state with ŽSR, ZSSK and Cargo do not contain 
mechanisms that would encourage them to reduce their costs and therefore 
to be more efficient. The sanctions applied by the competition authority, the 
Antimonopoly Office to public transport undertakings for the abuse of their 
dominant position in the market also prove the fact that their competitiveness 
is not as high as expected after the liberalisation. For instance, in 2012, Cargo 
paid 2.49 million euros of penalty for the abuse of the dominant position on 
the market and, in 2014, a 10, 253 million euros penalty for having limited the 
sell and leasing of electric locomotives to the private competitors. Despite the 
dominant position of Cargo, the 2016 annual competition report observed the 
growing competition, in particular on the East-West and North-South lines. It 
seems that Cargo’s performance is also influenced by the situation in Ukraine 
and the EU sanctions against Russia.

To assess the social effects of liberalisation, we can use an overview of chan-
ges in employment. 
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Table 1: Evolution of employment in the three largest railway companies

Year 2011 2015 2016 2017
CARGO 8 054 6 027 5 794 5 632
                  ─ men 1 771 1 469 1 454 1 402
                  ─ women 6 283 4 558 4 340 4 230
ZSSK 4 792 5 949 5 924 5 952
                  ─ men 2 930 3 881 3 830 3 835
                  ─ women 1 862 2 068 2 094 2 117
ŽSR 14 998 14 066 13 939 13 781

Source: CARGO and ZSSK annual report: 2011, 2015 - 2017

Since 2011, when rail transport in Slovakia was fully liberalized, this fact 
has also been reflected in employment. The influence of Cargo Slovakia has 
been decreasing since 2011, in line with the revitalization and restructuring 
measures taken by the government. In freight transport, the development of 
employment at Cargo has been affected by competition, as there are more than 
twenty private carriers in the market, in addition to one state-owned carrier. 
Liberalisation has had less of an effect on the employment of the state-owned 
company ZSSK, as only one private company of the private carriers operates 
in regular passenger transport. ŽSR, as the railway infrastructure manager, has 
a stable and only slightly declining number of employees. The reduction in the 
number of employees is mainly related to organizational changes, in order to 
optimize the number of administrative employees and increase the efficiency 
of controlling activities.

6.2 Electricity

During the process of transformation of the planned economy into a market 
economy, the SEP (Slovak Energy Company) as the single company supplying 
energy on the Slovak territory, was separated into three energetic companies 
that became independent public undertakings: Západoslovenská energetika – 
ZSE (West-Slovak Energy), Stredoslovenská energetika - SSE (Center-Slovak 
Energy) and Východoslovenská energetika – VSE (East-Slovak Energy). Sub-
sequently in 2002, the Slovak Government decided to transform them into 
public limited companies. The state remained the majority shareholder (51%) 
and the remaining shares were sold to foreign shareholders: the German com-
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pany E.ON acquired shares in ZSE, Electricité de France in SSE and the Ger-
man group RWE in VSE.

After Slovakia joined the EU, the process of liberalisation in the energy sector 
began. Directive 2003/54 EU concerning common rules for the internal mar-
ket in electricity was incorporated into Slovak legislation by the Energy Law 
656/2004, which entered into force in July 2007. By this legal norm, the dis-
tribution of electricity is a regulated activity, separated from its selling – that, 
on the contrary, is subject to free market. It was during this period that the 
Slovak market with electricity experienced the most significant liberalisation. 
At that time, each of the three companies ZSE, SSE and VSE split into two, 
one distribution company and one trading company. Currently, there are three 
mentioned regulated companies in the area of distribution and 37 electricity 
providers authorized to buy and sell electricity.

Based on data on the market share of the electricity market for households in 
Slovakia, we calculated the HHI in 2015 and 2018, including the shares of the 
three largest companies in Table 2.

Table 2: Share of suppliers in the supply of electricity to households

Companies Market share (%)
2015

Market share (%)
2018

ZSE 37 36
SSE 28 26
VSE 22 22
SPP 5 8
Slovakia Energy 4 6
others 4 2

Source: Annual reports of Regulatory Office.

HHI2015 = 0,1369 + 0,0784 + 0,0484 = 0,2637

HHI2018 = 0,1296 + 0,0676 + 0,0484 = 0,2456

The HHI values from both years show that the supply of electricity to hou-
seholds in the sector is concentrated and although the HHI fell below 0.25 in 
2018, the three largest companies have more than 80 percent market share.
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Although there are 37 electricity suppliers in Slovakia, the three of them ZSE, 
SSE and VSE, which have separated from distributors, are the most important 
players. Since the total number of delivery points in Slovakia is about 2.3 
million, those delivered by additional 34 suppliers represent only about 7%. 
However, the share of the three “traditional” suppliers is decreasing. While 
in 2012 their share of electricity supplied was about 71%, in 2016 it only re-
presented 56%. In the household sector, their share represented 96% in 2012 
and decreased by almost 10% until 2016 in favour of alternative suppliers. 
The impact of this increased competition on the electricity price trends is less 
obvious. One of the reasons is the fact, that the price of the electricity to final 
consumers is the result of three components: the price of electricity itself, the 
costs of transmission and distribution, and fees. Only the price of electricity as 
energy is determined by the market, the other two components being subject 
to regulation. Anyway, the competition and the liberalisation of energy prices 
have increased energy saving awareness among Slovak consumers. They have 
gradually sought opportunities to reduce their heating costs, water consumpti-
on, to purchase more efficient household appliances and lighting. For examp-
le, according to the Eurobarometer survey of September 2012, when the inha-
bitants of 27 European countries have been asked if they have replaced their 
household appliances with more modern and energy efficient equipment, 54% 
of them answered positively, while among Slovaks, this percentage rose to 
81%.

Another element of the liberalisation of the market with electricity is also 
the liberalisation of electricity production. The electric power generation in 
Slovakia is carried out in several types of power plants; even so, two nuclear 
power plants produce the majority of the electric energy. The dominant player 
on the market of energy producers remains undertaking Slovenské elektrárne 
(SE), which manages both of the nuclear power plants, two thermal, thirty-one 
hydro and two photovoltaic power plants. According to 2018 data, SE is the 
largest producer of electricity (69%) while the share of nuclear power plants 
was 81,92%, thermal power plants 10,47%, hydro power plants 7,60% and 
photovoltaic power plants 0,01% (Slovenské elektrárne, 2018). Other domes-
tic producers, with the exception of SE, have produced 17% of electricity in 
2018 and the remaining 14% of electricity was imported. The liberalisation of 
the electricity generation has not brought real competition, since the dominant 
position of SE is evident. Some form of competition on this market is more 
likely to exist among producers that are complementary to the SE production. 
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More specifically, there are dozens of electricity producers who own small 
hydroelectric power plants as well as producers of the so-called green energy 
owning two wind farms and several biomass power plants.

6.3 Postal services

Slovenská pošta (Slovak Post), the public company, have been in charge of 
postal services since the establishment of the Slovak Republic in 1993. Ten 
years later, in 2004, Slovenská pošta changed into a joint-stock company ow-
ned by the state. Following Slovakia’s accession to the EU, the functioning 
of the postal services market has changed in line with the European rules. 
During the liberalisation process, private companies began to participate in 
the provision of these services, which led to the emergence and development 
of competition. Since 2008, an amendment to the Law on postal services has 
guaranteed Slovenská pošta exclusivity in the delivery of postal services of 
less than 50g, which gave it a monopoly situation concerning the distribution 
of the so-called hybrid mail8. In 2012, a new law on postal services came into 
force, which on the bases of the European Directive 2008/6, abolished this ex-
clusivity and thus established a total liberalisation of the market. At the same 
time, the conditions of access to the public postal network of potential hybrid 
mail providers were defined. At the end of 2012, there were 21 companies 
providing other postal services on the market outside of Slovenská pošta, 7 
of which were hybrid mail service providers. Currently, there are 25 national 
and international private companies on the market, including 6 hybrid mail 
services, although Slovenská pošta remains the sole provider of the universal 
postal service and thus has a dominant position in mail delivery.

Due to the liberalisation of postal services, the mode of financing of Slovenská 
pošta was changed by the creation of a Compensation Fund. This fund finan-
ces the universal service through a special account in the Treasury, which has 
been created and is managed by the Regulatory Office. Slovenská pošta, as a 
universal service provider, is entitled to a compensation from this Fund if it 
has to bear a net financial cost that represents an ‘excessive’ financial burden 
for it. The Regulatory Office is in charge to assess the existence of an exce-
ssive cost. For each postal company providing interchangeable services, it 
determines the obligations to contribute to the Compensation Fund. The con-
tribution shall not exceed 3% of the turnover of the undertaking concerned. 

8 Combination of physical and electronic means. 
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For example, for the year 2016, the Office determined, based on data provided 
by Slovenská pošta, the net cost of the universal service at the level of 12.2 
million euros, and its ‘excessive’ cost, which can be reimbursed by the Com-
pensation Fund, at the level of 9.2 million euros.

An important criterion for evaluating the results of the liberalisation of postal 
services is their quality. According to the Report of the Regulatory Office (n.d., 
2013, 2016) and other studies carried out between 2013 and 2016, Slovenská 
pošta can be found to meet quality standards in terms of the speed of delivery. 
The improvement of this indicator is mainly due to the market liberalisation, 
which has allowed several private providers with faster postal services to enter 
the market and forced Slovenská pošta to face it. One of the decisive factors 
influencing customer satisfaction with postal services is their price. Based on 
statistical indicators, it can be seen that in the context of the gradual liberalisa-
tion of the services market, the price level of some services has decreased, of 
others it has increased. Price increases concern mainly the delivery of letters 
because their quantity is decreasing due to electronic communications, which 
results in an increase in the average cost of this service. Since 2013, the price 
of first and second class letters has increased by five cents; however, parcel 
prices have decreased by ten cents. In addition, thanks to competition, Sloven-
ská pošta has been led to increase the quality of its services (e.g. automatic 
postal terminals, post office equipment), which has also contributed to custo-
mer satisfaction.

The liberalisation of postal services and the increasing competition forced 
Slovenská pošta to rationalisation measures. In the effort to rationalise and 
optimise its activities, including the outsourcing of certain secondary activi-
ties, the number of Slovenská pošta jobs has been decreasing since 2008. On 
the contrary, the total number of workers in the sector is increasing, due to the 
arrival of private postal service providers. The development of the number of 
employees in postal services since 2008 is shown in Table 3.

Table 3: The number of employees 2008 – 2017

Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Total number 
of employees 
in thousands.

21,7 22,0 20,7 21,2 20,8 21,7 19,0 20,2 23,2 25,3

of whom in SP 15,3 15,1 14,6 14,2 13,7 13,7 13,7 13,6 13,5

Source: Eurostat and Slovak Post Annual Reports
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According to Eurostat statistics, in 2017 there were 25 300 employees em-
ployed in postal services in Slovakia, of which 19 700 were women and 5 600 
were men. The largest part of this number consists of employees of Slovenská 
pošta. In 2016, SP had an average recalculated number of 13 446 employe-
es. Of this number, women accounted for 82,5% (national average 45% of 
women). The average monthly wage was €711,85 (the average wage in the 
national economy in 217 was €954). 

The liberalisation of services of general economic interest in Slovakia only 
started at nearly the end of the first decade of the new millennium. There was 
therefore a ‘catch-up’ to be made in relation to the ‘old’ European countries. It 
is understandable that the process of liberalisation in these sectors, which have 
long retained a monopoly character, has been gradual and might probably ne-
ver reach the level of market opening for industrial goods. 

However, liberalisation has undeniable beneficial effects in Slovakia on se-
veral levels, in particular, on the quality, scope and breadth of the services 
offered. There is room for improvement in the affected markets by removing 
the barriers to increasing competition, in particular by operating dominant 
undertakings, former monopolies. Market liberalisation is progressing thanks 
to the European legislation in young market economies in Central and Eastern 
Europe, such as in Slovakia. In many respects, it depends on the capacities 
and competences of the national state, the government and its willingness to 
eliminate existing legislative deficiencies, inconsistencies in the legal system, 
such as a weak law enforcement, as well as efforts to vigorously fight corrup-
tion through effective control.

To summarise the current state of liberalisation of services of general econo-
mic interest in Slovakia, the rail infrastructure has remained in state owner-
ship. Among the carriers, there are two dominant public (state) companies and 
about thirty private companies. In the electricity sector, former state-owned 
enterprises have been transformed into joint-stock companies in which the 
state has the majority or the minority of the capital; the remaining part of the 
capital is a private, mainly foreign capital. Market liberalisation has gradually 
made it possible for private companies to enter the market, but their market 
share, even if they are competitive with each other, does not really allow them 
to compete with large state-owned co-ownership companies. In the field of 
postal services, there is a traditional dominant undertaking owned by the state, 
and it is the only one authorised to provide the universal service; however for 
the other services in the sector, competition has indeed developed.
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In all three SGI sectors surveyed in Slovakia, we can identify several econo-
mic effects that manifest themselves in market oligopolisation, market com-
petition, a change in the legal status of businesses and also in financing. In 
addition to economic, we also observe the social impacts that are reflected in 
changes in the number of employees in the sector, but also in new forms of 
employment and changing working conditions. The situation regarding the 
availability of services as well as the behaviour of consumers, especially in 
relation to environmental problems, is also changing, which shows that libe-
ralisation also has societal effects.

7 Synthesis

Aiming to explore ways forward for the 2020s, we have to take into account 
these situations, to find the best possible evolutionary balance between, in 
particular:

 ● Europeanisation – which is essential in the global situation – and the 
responsibilities of national, regional and local authorities; 

 ● market economy and public initiatives; 

 ● economic and financial efficiency, on the one hand, and solidarity 
and social and territorial cohesion, on the other; between short and long term.

It attempts to overcome the opposition that has developed between the two 
paradigms that have long structured the organization and regulation of public 
services or services of general interest – on the one hand, the integrated mo-
nopoly and, on the other hand, the competition paradigm – in order to explore 
a "paradigm of values" based on the gradual emergence of "common values" 
shared by the European Union and its Member States. This approach involves 
clarifying the complementary responsibilities of the European Union and na-
tional, regional and local authorities.

In the unity–diversity relationship that structures the Europeanisation of servi-
ces of general interest, as in any other area subject to this process, unity does 
not reside in:

 ● the different words and terms used in each of the languages,

 ● the concepts more or less elaborated in national constructions,
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 ● different economic, social and political histories,

 ● legal or political doctrines – to which the French and other Europe-
ans such as the Spanish – are very attached, but which are part of specific 
secular constructions and are not “universal” in Europe.

Unity is about shared or common values of the European Union and its Mem-
ber States, which are also common to a model of society – to a civilisation. 
It is this unity that provides the basis for the search for new solutions for the 
2020s and 2030s.

This is how we can propose to put the EU back in its role, just its role, but all 
its role:

 ● starting from the needs of all users and their evolution, from funda-
mental rights and common values, which must be the subject of real guarante-
es, and from the objectives defined in particular in terms of environment, the 
fight against climate change or long-term sustainability, to enrich and revise 
the policies and standards developed over the past thirty years;

 ● internalize all positive and negative externalities of each technologi-
cal or economic solution;

 ● put competitive logics in their place, when they are a stimulus for 
innovation, effectiveness or efficiency;

 ● encourage the development of regulatory approaches and progressi-
ve dynamics of participatory evaluation at each territorial level.

An EU based on the principle of subsidiarity, the combination of unity and di-
versity and the deployment of the common values of the European Union and 
its Member States is the key to implementing a modern conception of services 
of general interest, based on the acquis and responding to the challenges and 
needs of the 21st century. 

For their part, and in a convergent manner with European initiatives, Member 
States should:

 ● organise the expression of the needs of each service user and on 
service developments in such a way as to be able to clearly define the objecti-
ves and missions of each service on which its character as a public service or 
service of general interest is based, the specific rules and standards to which 
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they are subject, the “public service obligations” (PSO) and/or “universal 
service obligations” (USO);

 ● determine the relevant area and the most suitable mode of organisa-
tion of the activity and of the sector concerned for the defined purposes (exc-
lusive or special rights, competition, “coopetition”, combining the respective 
advantages of competition and cooperation); the mode of financing of the ac-
tivity, of the access to the service and of the compensation of obligations (PSO 
or USO) imposed on operators;

 ● these initiatives and responsibilities, to be carried out successfully, 
require commitment to the complementarity of “top-down” and “bottom-up” 
approaches, to democratic participation, co-definition, co-organisation of pu-
blic service or services of general interest.
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