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MEETINGGENDA

Opening
Welcoming by Giuseppe GenanPresident of the Foundation for the Environment ahidiana
Ciampolinj member of the Board of Directors of Opera Pia Barolo

Presentation of the Agenda of the objectives of the meetjiy Elisa Vanin
Short presentation of the 2012013 activities of the TSL.Ry Elisa Vanin

Scheduled interventions

Céline KauffmannQECD work with Water and Sanitation regulatory agges and connection:
with FIELD

Carlo CambinReluctant Regulation and links with FIELD methodology

Catarina Roseta PalmBerception of prices by households in the water and sanitation sec
links with FIELD issues

Jihad Elnaboulsgervice delegatiomn France and the problem of information asymmetry
Alessandra Parnortable Biogas Project and links with FIELD methodology

Meltem Bagis Akkay&otential application of FIELD to the local transport sector

Atanas Georgie\Rotential application of FIEL® the energy and gas regulation sector

André Niedostadeklternative dispute resolution and risk management: interactions with FIE
methodology

Angela Ambrosindmposed policies and shared policies: how to design bottaminterventions
Andrea Gallicg=IELD and mechanism design: some foundations

Presentation of FIELD methodologyy Franco Becchis
Some case studies of preliminary application of FIELD methodology to different contexts

Daniele RussolilloMultiple actors and the problemof aligning incentives in the context o
biomass plant projects

Franco MolteniShort vs. mediurong term incentives involving different management mode
for forestry projects

Andrea SbandatilThe system of relations and information flows in the watexgulation sector in
Florence area

Open debate
Intervention by Alberto Asquer Coordinator of the Scientific Committee, via Skype conf
Following, members are invited to contribute to thescussion on FIELD methodolagy

¢{[ wQa farQn SeRtdaforihs: meetings, courses, participation to conferences, calls
panels and calls for papers to be evaluated jointly with Scientific Committee memtgr<Elisa
Vanin

Concluding remarksy Franco Becchis
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FOREWRD(English)

The Turin School of Local Regulation (TSLR) is an initiative of Foundation for the Environment officially
launched in2012. TSLR builds on-§8&ar experience in research, capacity building and training in topics
connected to regulation of local public services and intends to capitalize the network of experts and partner
institutions that share with Foundation for the Eromment an interest on specific local aspects of
regulation and governance.

In September 2012 th&cientific Committee of the TSLRas officially establigkd during a meeting in
Torino. The first meeting of the Scientific Committee was a unique opptyttori participants to meet and
share ideas. Crodsrtilization amongst different disciplines was one of the main relevant results. That is
why the TSLR proposed to turn it into an annual meeting .

¢KS TFANRG YSSiiytams o025 ydERBINEBE) AdSbyAachsEdi on discussing some
evolution patterns in local regulation, presenting experiences from different countries and exploring some
multidisciplinaryapproaches to local regulatioithe proposal for 2013 was to focus on a specific strem
research launched within the TSLR network and regardingléseggn of a multidisciplinary methodology

for the analysis of local actors, incentives and information endowmehat surround and lie behind the

success or the failure of local services,anfructures and projects, defining the playing field where their
realization takes placd&his methodology was namedCL 9 [ 5é¢ Y CNJI YSg2N] 2F LyOSy
Decisionmakers

The design of institutional mechanisms and individual incentive schésnascrucial task to implement
effective policies at local level, where relations are so much integdithat the enforcemenof regulation
(investments planning, tariff and price setting, rent control, sanctions) is extremely challenging. Indeed,
when dther designing policies or investing in public services and infrastructures, an important issue to
consider is the tangled web of complex and asymmetric relationships among actors. The nature of these
actors (players), their information endowment and timformation flow amongst them, the incentives that

lead their choices, the type of relationships established, are all features that influence the outcome of
policies and projects. This is why a preliminary analysis built on FIELD methodology appeawecesbary
0ST2NBE aSG0GAyYy 33 dzL)UndgrdtandfsO thdn yakemdionR5a A @Y @[ 68 Qa Y2 i ( 2

In the first semester of 2013 the TSLR develop@ia matrix that was tested in 3 pilot cities: Belgrade,
Cairo and Sofia. This matrix as welttas rational of the methodology were proposed for a brainstorming
sessionduring the meetingto collect ideas for improvements, criticisms, and specific suggestions from
participants to the meeting.

The meeting was articulated as follows:

- A first partof presentation of the activities and results achieved in the previous 12 months

- A presentation of the FIELD methodology

- A panel of scheduled interventions on possible applications of the FIELD methodology and on possible
synergies with other methodotpes

- An open debate to highlight strengthnesses and weaknesses of the methodology and to identify possible
improvements and next steps

-l LINBaSyidliaazy 2F GKS ¢{[wQa &aOKSRdzZ S F2NJ 6KS yStk
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The proceedings contaiall the speeches and the interviéons in the open debate, as well ag Annex
with some written contributions received from members of the Scientific Committee who could not attend
the meeting.

Overall speaking, the meeting was patrticularly fruitful in terms of suggestions and hinpogsible
improvements to the methodology, different fields of application, potential developments. Critics about
the complexity of the matrix developed were raised by many participants and this calls for future efforts in
simplification and rationalizatianSome participants suggested also to continue the reflection on the
ultimate goal of the methodology (support to decisioraking processes? comparison between different
solutions in provision of services or implementation of policies? consultancy? 3clerdi NXB a S| NDK K
order to select next case studies accordingly.

Despite the need for improvements in the structure and deeper focusing in the scope, all the participants
agreed on the high potential and on the added value of the methodology and ornntpertance of
continuing in this direction, developing as much case studies as possible to test it in different geographical
contexts and sectors.

Proceedings of the Second Meeting of the Scientific Commjitt@th September 2013 6
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PREFAZIONE (ltaliano)

La Turin School of Local Regulation (TS&R) dzy QA Y AT ACAYBF T RS LISNI £ Q! Y
ufficialmente nel 2012 I ¢ {[w § F2yRI G} &dz dzy QS a tdfanidy Bufdinge |j dzA y
la formazione 8 tematiche connesse alla regolazione dei servizi pubblici locali e intende valorizzaee la ret

RA SAaLISNIA S AadAaddd A2yA LI NIySN) OKS O2yRADGAR2Yy?2
specificatamente locali della regolazione e dgli@ernance

In settembre 2012 si é ufficialmente insediatoCbmitato Scientifico della TSL&rante un incontro
tenutosia TorinoL f  LINA Y2 Ay O2yiNR RSt [/ 2YAGFG2 {OASYUGATAC
per incontrarsi e scambiarsi idee. La contaminazione tra diverse disciplinare € stato uno dei maggiori
risultati. Ecco perché IBSLR ha proposto di farlo diventare un incontro annuale.

Il primo incontro, essendo il momento di avvio del Comitato Scientifico, si era focalizzato sulla discussione

di alcune linee evolutive nella regolazione locale, sulla presentazione di esperiendivetsi Paesi e

adzZf £ QFyFfA&dA RA FLILINROOA Ydz (A Rsato@ropaitordyTocilikzarsi uf | N
dzy2 &4LISOATAO2 FAE2yS RA NROSNDODIF tFyOAlLd2 FtftQAyl
metodologia nizf G A RAZOALIX Ayl NBE LISNI fQlFlylfA&aA RS3IEA Fdda2
informazioni che sono alla base del successo o del fallimento di servizi locali, infrastrutture e progetti,
definendone il terreno di gioco dove la loro realizeaez ha luogo. Questa metodologia € stata battezzata
GCLO9[5éY CNIVYSE2N] 2F LyOSwakels@dSa (2 9YLRGSNI [ 20!l f

[ QARSI T A2y S Riionat &d<ehesiidiangehtivodididudli & da compito cruciale per mettere

in atto politiche efficai a livello local® R2 @S S NBfFT A2yA az2y2 02aWll Ay
regolazione (pianificazione degli investimenti, definizione di tariffe e prezzi, controllo delle rendite,
sanzioni) & una sfida ardua. Infatti, sia che si delineinov@ylitiche o si investa in servizi e infrastrutture
pubbliche, una questione importante da considerare € la fitta rete di relazioni complesse e asimmetriche
che esistono tra gli attori. La natura di questi attori, il loro bagaglio di informazionussibfinformativo tra

di loro, gli incentivi che guidano le loro sceliletjpo di relazioni che si stabiliscongono tutti aspetti che
influenzano il risultato delle politiche e dei progeti.dzSadl § €1 NI} 3IA2yS LISNI Oc
basata sull metodologia FIELD sembra necessaria prima di mettere in atto qualsiasi disegno di meccanismi.
Gt NAYlF O2YLINBYRSNBE S LIRA |3IANBE 8§ Af Y2302 RA CL9
Nel primo semestre del 2013 la TSLR ha sviluppatomaigice pilota che é stata testata in 3 citta:
Belgado, Cairo e Sofia. Questa matrice cosi come i principi alla base della metodologia sono stati proposti
LISNJ dzyl &aSaaAiz2yS RA ONIAYalu2N¥AYy3I RdAzNIyiGS f QAyO02
suggerimenti specifici da parte dei partecipgitmeeting.

[ QAYyO2yiNR & adGlra2 FTNIAOG2tlF G2 O02YS asS3adsSy

- Una prima parte di presentazione delle attivita e dei risultati raggiunti nei 12 mesi precedenti

- Una presentazione della metodologia FIELD

- Una sessione di interventi programmati su possibili appiod della metodologia FIELD e su
possibili sinergie con altre metodologie

- Un dibattito aperto per sottolineare punti di forza e di debolezza della metodologia e identificare
possibili miglioramenti e i prossimi passi da compiere

- Una presentazione del pgpamma di attivita della TSLR per i mesi a seguire.
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DfEA FTOGGA RSEEQAYO2y(iINR O2yi(iSy3azy2 (dzidS S LINBa$sS
allegato con alcuni contributi scritti pervenuti da alcuni membri del Comitato Scientifec@ah hanno
potuto partecipare al meeting.

t SN AAYGSGATTIENBZ ftQAYyO2yiNR 8§ &l d2 LI NIAO2f L N¥YS
miglioramenti della metodologiadiversi campi di applicazionpptenziali sviluppi.Sono state ramolte

alcune critiche sulla complessita della matrice sviluppata e cid richiede sforzi futuri per una sua
semplificazione e razionalizzazione. Alcuni partecipanti hanno suggerito anche di continuare la riflessione
sul fine ultimo della metodologia (supportai processi decisionali? Confronto tra diverse soluzioni nella
F2NYAGAZNIT RSA aSNWAT A 2Risydl tohsOlénkiili M S NI 2 Y0 RSy (f AST AL
di tarare la selezione dei prossimi casi studio.

Nonostante la necessita dpportare miglioramenti nella struttura e di meglio focalizzarne il proposito, tutti

A LI NI SOA LI y i A azyz2 aial aa 02y 02 NRA adzZ £ QlF f 42 LJ:
ddzZf ft QAYLR NI YT I RA O2yiAydz NB rduyierojpdsStildidi caskRsiubtlidpers 2 y S
testarla in diversi contesti geografici e in diversi settori.
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FULL PROCEEDINGS

Short presentation of the 20122013 activities of the TSLR
by Elisa VANINProject Manager of th@SLR

I will try to briefly summarize some of the results achieved and the activities organized since last meeting in
September 2012. First of all | wish to focus mew partnerships either already established or under
preparation. As you can see 8lide 1 we establishé new contacts to enrich our network, some of them

are leading to some forms of cooperation, see for example NISPA, the Network of Institutes and Schools of
Public Administration in Central and Eastern Europe, who invited us to coordinate a new Workipg Gro
focused on local regulation, as well as R@IC, Policy Making and Policies at the Local Level, who organize

a yearly Summer School on local governance issues and asked us to establish a partnership with our
International Summer School. Other contacte aindergoing and we hope they will also lead to new
partnerships, like for example with the OECD Programme for Local Economic and Employment
Development (LEED) and the African Institute for Economic Development and Planning (IDEP).

REPORT OF ACTIVITES TURIN

SCHOOL

What has happened since the last Meeting OF LOCAL

REGULATION

Meetings / contacts for new potential partnerships

R o,
a
°
5
&
zoo"

*
* il T = Venice
sanseacee oyt NI [@IED §
) ) LEED ) . a0
e R - Foslll VTR

New memberships

*
@ ’/ - Water Governance Initiative ﬁ NISPAcee

> Network of Economic Regulators
OECD

*under preparation

Slide 1

Moreover,the TSLR has become member of two new networks launched by the OECD, namely the OECD
Initiative on Water Governance and the OECD Network of Economic Regulators.

In the last 12 months we organizégo major international events an international confererein Torino
2y G4WSYy1lAYy3a AR | yR adzoaARAS&E Ay daNbly O2yiSEG&E;
administration, NGOs, no profit organizations, foundations, etc.. and the yearly Summer School on
regulation of local public services, whithis year raised 500 applications from 70 different Counti&isié¢

2), confirming its relevance in the international framework.
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International events

"Re-thinking aid and subsidies in urban contexts", taking place in Torino
on October the 19th 2012.
www.turinschool.eu/events/cct2012

16" Edition of the International Summer School on Regulation of
Local Public Services

. : 3
www.turinschool.eu/iss ,‘ *‘/’;‘

By

Applications 2009-2013 (total 1.569)

500 500

100 130

2009 2010 2011 2012 2012

Slide 2

Concerningnew projectslaunched in the last year, | would like to briefly mention some of them:

9 Turinindex onfinal users arrears statusin 2010 Foundation for the Environment / Turin School of
Local Regulation launched a research project on affordability of tariffs of main local public services, in
particular energyenvironment related services, identifying thiactors of change and the impacts on
vulnerable groups. This in order to provide local policy makers and stakeholders with the necessary
knowledge and instruments to face a topic that, considering the macroeconomic context, is likely to
attract more and rore attention. The further research question pertains to the possibility of using
billing data to derive a signal of vulnerability (or presence of a fuel poverty state). We decided to refer
to the economic and sociological literature that studies the ptwetates, i.e. periods of life in which
the disposable income of the family is below a certain threshold, as a reference point to analyze the
dynamics of arrears and we created an index, the Tumiex, capable to define different levels of
arrearage inénsity. The index can be easily aggregated to construct city or regional measures.

 BIOTEAMwe are partners in &uropean projectthat studies the Optimizing Pathways and Market
Systems for Enhanced Coatjiveness of Sustainable BiEnergyThe consortium is composed of
partners from six Countries, the Netherlands, Italy, Finland, Lithuania, Germany, Poland.

1 We worked on someocioeconomic analysis of behaviour and decisiamaking processesf some
groups (e.g. refugees in Torino area), as well as omtleeoeconomic analysis of local servicés.g.
the Earlychildhood care sector)

1 We have been invited to prepaitao case studies discussing thmpact of regulation on innovation
in the water area(ltaly and France) for a study launched by European Commission (DG Research in
cooperation with DG Environment), aiming to develop a methodology for screening regulatory
frameworks, which enables an assessment of their impact on innovation.

Finally, it is waih mentioning the participation of the TSLR to soimirnational conferences and events

to disseminate the results of some researchers and studies:

T ¢KS O2yFSNBYOS dalyl3aSYSyid 2F daNdlLy 61FadsS Ay 9dz
Y2RS brgasized by CISPEL Toscana, ISWA ltalia in Florence on 18th December 2012, where the
results of the LORENET comparative table in the urban waste sector were presented

! Website:http://www.sustainablebiomass.eu/
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1 The 14th Mediterranean Research Meeting, organized by the European University InstiMersin
(Turkey) on 2@3 March 2013, where the preliminary results on the FIELD analysis in Sofia, Belgrade
and Cairo were presented

1 The 21st Annual Conference of NISPAcee, taking place in Belgradel8rivigy 2013, where a paper
on the experience offte Turin School of Local Regulation in international capacity building and training
was discussed

T ¢KS 62Nl aAK2L) adbS¢ S5ANBOGAZYA Ay (KS OfwRityAO ! )
Institute of Lisbon on 189 July 2013, where the preliminargsults of the FIELD analysis in the water
sector were presented.

Scheduled interventions

OECD work with Water and Sanitation regulatory agencasl connections with FIELD
by Céline KAUFFMANKDECD

| will giveyou abit of background of where ware standingvith the OECD wonlith Network of Economic
Regulators (NERj that you mentioned in your slidesalso in connection with the work that you are
developing and the FIELD methodology. | come from the BRigulPolicy Division of the OBGnd the
Regulatory Policy Division is maisirvicingwhat is called the Regutary Policy Committee of the OBC
Members of theCommiteeare mainly representatives from theentral governments andversightbodies
within governmens that are tasked with ensurgngood regulation across sectors and across government,
S0 it is not sector specific. They are developing the high level principles thadiarsry, any public body
should follow to ensure that regulation that thgyoduce or they enforce is goodyicdly, principles
about consultation, principles about how you implement regulation and so on. We have been working with
this Committee for long time and we realized obviously that it was not necessarily enough and here is the
connection with the work that qu are doingto understand how concretely regulation is implemented on
the ground We recognizedhat there was a gap between thesw/ersightbodies, high level principles
established by governmesto ensure good regulation and the way regulation mayobés implemented

on the ground by regulators.

Gonsequently we suggestedo establish- and it isbecoming just now a formal body of the OECB
Network of Economic Regulator$he idea is to gathezconomic regulators froninfrastructure sectors
(transport, telecom water and energy mainly from OECD countriedbut also from some non-OECD
countries The objective with both constituencies is to discuss most specifically gbeernance
arrangements, institutional setting, legislative framework, operationamodalities, mandate and
everything that can provide incentivend help both the policy makers and the regulators to discharge their
functions. So westrongly believe in institutional settings, governance arrangementgquisto be
established, incentivefor the actors and the key players of what we call regulatory governance. But this is
important because we are not working, for instance, very specifically on mifing methodology. We

work more on how you do develop tariff methodologies, tariff stawe so that you can achieve your policy
objectives. It has to do with the way you will consult on the tariff structure and methodology and it has to
do as well with the way that the roles and responsibilities are allocated across government to #raure
peoplewho set, update and approve tariffs, have the mandate to do so and can discharge this function
rightly and it has to do with the implementation mechanisms to ensure that the incentives are established

2 Webpagehttp://www.oecd.org/gov/regulatorypolicy/ner.htm
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on the ground and things happen onetlground.Sowe are very interested into this issue witerface
between typically, ministries and the centers of government and regulatdtés hadoth to do with how

the regulator is embedded into the broader institutional setting of regulatory framework faemvand

also with somethingthat comes out clearly from your papewhich is obviously the autonomy, the
independence of the regulator in that framewort has to do as well with the accountability mechanisms
that frame this regulator which is the facé, if we want, independence for us. It has to do also as well with
how the regulator feeds back into the policy making cycle. We are working with regulators on these
different issues and what we do is to provide the platformtfugm to meet and to discugbeseissues of

the mandate, the dunding legislation, the operating modalities so just staff, financing, degree of in
independence and so on. More recently we started more precisely to work with the water reqdatbis
network of economic and we amgorking with thirty of them, bothat national level andat state level- in
countries like the US for instanego sample them in a way and understand their practices acrosseth
different dimensions that | mentioned and to see how they do discharge fbaction today, looking at
their institutional framework, governance arrangement, operational modalities. | think this line of work will
complement very nicely what you are doing. We are both interested into this mapping of institutions, who
plays whichrole in the regulatoryirameworksfor water but alsoto the incentives and that each of ése
actors haveto discharge their function.

Reluctant Regulation and links with FIELD methodology
ByCarlo CambiniPolitecnico di Torino and European Univerkistitute

| am going to present a sort of academigpra but without any technicalitiesin reality this is a sort of
empirical investigation on how regulation may work in Europe. The idea was to try to make a link between
a regulatory interventionwhich is very very close to what Céline said before. How regulation works when
have adstrange interplay between regulation, ownership and the kind of political institusighat
characterize a single country. The paper is a joint paper with some colleafjussversity of Torino and
Bocconi University with an evocative tittiReluctant regulatoé’. Why reluctant? Because we found
basically that, irspecific circumstanceswnership is something that may highly affect the way on which
regulators take their owmlecisions and this is basically a sort of recommendation that | want to give to the
FIELD methodology, which is in somehimamake into account the ownershipthe way in which it may
affect regulation. Basically just to give you an idea, The Economdéknown newspaper, in 2012 had this
evocative and strange special issue on the rise of state capitédide 3. Basically they describe how this

is probably due to the financial crisis we observe, there is a huge government intervention in the economy.
Here we guote some sentences on this special issue. | want to focus on the second one which is, so when
we have ownershigHow can the state regulate the firms it also rud’s

3 Available athttp://mpra.ub.uni-muenchen.de/48073/1/MPRA_paper 48073.pdf
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Motivation
The Economist - January 2012

© “Governments are becoming more sophisticated

The

Rommommst ; owners. Only a handful of SOEs are still reporting
o “‘““umsll
S

directly to government ministries. Most
governments prefer to exercise control through their
ownership shares: they have become the most
powerful shareholders across much of the
developing (but not only) world”

I\‘

© “How can the state regulate the firms it also
runs?"

Our paper investigates the effect of government's reluctance to release
control on firm value and how institutional environment (Stigler, 1971; Levy
and Spiller, 1994) is fundamental to assess the real impact/credibility of
regulatory intervention

2

Slide 3

ho@Aazdzate LQY y20 Ay dSNSDaiifiRgobdorbad. This is got tRexopi® Wiia A y 3
we want to understands if the presence of ownership may somehow affect the way in which regulation is
defined, so how regulators affect the analysis. Obviously there is some special and very famous analysis,
starting from Stigler and many others, on the way on which regulators are independent, nugy faeto
independent or independente iureand so forth The idea is to try to understand it with some data. So this

is the kind of analysis we did, and we $tarwith such very general observations on the main variable we

use in this analysjsvhich is not a performance variable of the company.

What defines a weak (or strong)

o institutional environment?

= State ownership and regulatory independence are endogenous
=Political Institutions = GovUCR*IRA— MTB

O We use Political Institutions as instruments:

Checks & Balances: number of decision-makers whose agreement
is necessary before policies can be changed or revoked (WB-DBPI)

Electoral Proportionality: Proportional electoral systems lead to
party proliferation and fragmented governments, making policy
changes less likely, and regulatory commitments more credible
(Gallagher, 1991) (Alesina and Rosenthal, 1996)

We also account for social capital and culture — distrust generates more
demand for regulation (Aghion et al., 2012)

© Our goal: Identify the channel through which weak political institutions
allow governments to affect firms and investors (and consumers)
4

Slide 4

2 S R2Yy Qi gyl G 2thagtate SoNtEbléa oyhpanyl tieXompdaysis more or less efficient.
Here we took a different perspective, thgerspective of the financial marketand we analyzed what is
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calledthe market value of the companyso basically howirfancial markets consider statontrolled and
privately-controlled companies. So here thereeasome values, marke&d-book ratio, some of these

indexes before and after the inception of independent authority. What we observed is a strange
phenomenonthe value of private companies decreased over time after the introduction of independent
authority while we observed the opposite ifhe state controlsthe company. Again, there might be several

reasons for this, may be reasons of efficiency, the state controlled companies are more efficient, may be a
lot of other explanations. Obviously we tested al § KSa$S {AyRa 2F SELX Iyl GA2Yy A
time to enter in the details. Basically we collected a lot of data at the Europearn($ickd 5.

° Data and Variables

¢ 57 publicly traded energy and telecom operators
14 EU member states, 1994 - 2005 :
12 of the top 30 for Mkt. capitalization in EU
2 |RAs in place in all countries, mostly set up in 1997-2000
o Market-to-book: (TA — BE + ME) / TA (Worldscope)
o Formal Regulatory Independence: dummy equal to 1 when the IRA
is in place (Gilardi, 2002)
O State ownership: Government Ultimate Control Rights continuous
variable, measured using the “weakest link concept”

9 Firm, industry and country controls: Size, Profitability, Leverage,
OECD Liberalization Index, Invest_Protection, GDPgrowth, Debt/GDP

0 Instruments for Ownership & IRA: Checks & Balances, Electoral
Dis-proportionality, Political Orientation, Election date, Government
Stabiljty, Social Capital (Distrust Index, World Value Survey)

Slide 5

We have data on energy, telecoms but then we complemented the analysis with transpattsvater
industries in fourteen European member states. The companies are worked at a national level, mainly, but
there are also some that work &ical level, so local authoritieand then we collected a lot of information

in terms of kind of regulatio, financial values, state ownership of the company, so we tried to understand
how ownership evolved over timaVealso used the OECD index of liberalization to check if opening the
market may justify these differences in values and so on. What we obsdrugght say this is basically the
second link with the FIELD project, is the fact thalitical institutions matter a lot The idea is that there

might be some institutional environments that favor a sortpafitical interferencein the way in which
regulation is defined.

These political institutions in general are the one that constraint more or less the government in its
intervention. Obviously it is extremely difficult to assess if one regulator is independent. The OECD is trying
to make an analysian this, there is a lot of researches around Europe that are going to assess the degree
of independence of regulators. Here we take a different approatdbse to the FIELD documetthat is a
political economy approachlooking at the constraints on ¢hgovernment at the institutional level, mainly
working with the international data from OECD or some other data related to the kind of veto power
present in a country, or the kind of electoral system that characterize a country or the kind of social capit
and culture accumulation, if people trust in the society or not. So, something related to the social and
political characteristics and so basically our conclusion in the paper is the following: we find the good news
that is,ownership does not matter wkn institutions are strongso when institutions are able somehow to
constraint a government in affecting the behavior. Where, again, there is a lot of veto power, the
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government has less latitude to interfere with regulators decisions. On the contrary) thleeinstitutions

are somehow weak the government has more latitude to interfere with the regulator, or revert the

decision of the regulator quite easily, ownership matters a lot and this affects the results. The reason why
we observe from the beginningdh value of statecontrolled companies \ig-vis private one is due to the

fact that in some countries institutions are weak and institutions affect positively and mostly- state

controlled companies. Because again remember, we used financial values fpathgal market reacts

considering statecontrolled companies in special environment more valuable than private one.

Firm Value and Political Institutions:
Main Findings and Conclusions

© The larger the Gov't ownership stake, the higher the market

value of regulated firms, when the Gov't can discretionally
interfere with formally but not really independent regulators

Political interference with IRAs is likely to intensify:

= In presence of residual state ownership, as a soft
regulatory stance will raise profits and dividends: the “motive

”

= When the country’s institutional endowment (e.g. weak
checks and balances) allows them to do so: the “opportunity”

Our results raise concerns about the effectiveness of
privatization and regulatory policies in EU network industries
when the institutional constraints to political interference in
regulatory matters are weak

Slide 6

Perception of prices by households in the water and sanitation sector: links with FIELD issues
ByCatarina Roseta Palm&SCTE Lisbon

In the meeting of last yedrtold you a little about a project that we are running in Lishalmout prices and
behavioral responses of consumers and so this y#dawught thatthe most interesting thing, for thosef

youwho remember what |ad last year, would be to show some first results of our project. Very briefly |

will show some results in a specific topic. This is not a papewgehavewritten data that | will show you,
just qualitative comments on the data we received from theveyrthat we performed. This was a phone
survey, we did it last year. We gatheretbtiof information as you can see étide 7, L
there in red which is the tariff bill and awareness of consumers.

4 Pricing and behavioural responses in the water se@®@3DC/EGECO/114477/2009
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Introduction

» Phone survey conducted in the summer of 2012 of residential
water consumers.
» Information was gathered for:
- Respondent characteristics;
- Household characteristics;
- Duwelling characteristics;
- Consumer habits
- Tariff, bill and consumption awareness
- Attitudes towards environmental and financial sustainability
» Survey data was later merged with actual consumption and billing
figures, for the period July 2011-June 2012 and meteorological
data will also be appended.

3 BUSINESS BESEARCH UNIG [UNIDE-IUL] FCT.Strategic Project Ul
BRU‘@'IUL Instituto Universitario de Lisboa 3 315

Slide 7

These are residential céndzY SNE X a2 6S RARY QiU KI @S 20 KSNIAfee LIS a
gathering the data from the families by phone, we compared what they told us with the actual
consumptions data that we got from the utilities to try to understand how the comr<perceptions are

or are not based actuallythey are ¢ in reality. In slide 8 you can seghe municipalities that we got
collaboration from, pretty spread around the counteyhich was nice, we were happy with that.

Slide 8
We have 2386 validinterviews, so interviews which have enough data to be analyzed. This is our sample

and naw let me show some interesting results on the perception of the consumers.
How many consumers can guess an approximate average monthly water consuh(gtaan9
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