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The privatisation of former state operations and the liberalisation of mgor key sectors have character-
ised economic policy worldwide for more than 20 years. On the basis of the neolibera economic theo-
ries of Milton Friedman, which were put into political practice under US President Reagan and British
Prime Minigter Thatcher, the remova of the economy from state influence and the opening up of former
monopoly marketsis now aso agoa of the economic policy of left-wing governments. Furthermore,
with the foundation of the World Trade Organisation (WTO), market structures which previoudy en-
joyed nationd protection have been broken down to permit globa competition in internationa trade. In
Europe, where privatisation and liberdisation have for severd years determined the red Stuation in the

post and telecommunication sector, the consequences for employees and their trade unions are aready



visible. | would therefore like to attempt to outline below the previous development lines of the privatisa
tion and liberadisation of the post and telecommunication sector, and the primary impact on workers and

their trade unions.

1. Privatisation

| would like to start with the trend that causes the most heated discussions in the political debate and that
most disturbs and concerns the trade unions of the post and telecommunication sector. | am talking
about privatisation.

The term and the political concept of privatisation call for avariety of different measures. The binding
factor, however, isthe respective am of pushing back government control in relevant economic sectors
in favour of private market-economy control - privatisation is, therefore, a centrd element of neolibera
ideology and practice.

Privatisation: Basic forms

= Functional privatisation
— , Contracting out”

= Organisational privatisation
— ,Civil-law Partnerships"

= Privatisation of task and capital
— ,Selling out”
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Three basc forms of privatisation can be roughly distinguished:

Firgly, the functiond privatisation by "contracting out” government tasks to private companies -
the tasks remain the responghbility of the government but are carried out by private companies.

Secondly, the privatisation of the organisation and management by setting up civil-law partner-
ships. Also in this case, the task remains with the government but is fulfilled under civil law and

according to commercid criteria.

Thirdly, the privatisation of the task and the capital by the partid or full sale of public property to
private investors or by going public - in this case the government withdraws from its responsbil-

ity for an until-then-public task aswell as from its postion as proprietor.

In practice, of course, there are many mixed forms among these variants and often al three stages run
smultaneoudy. Firgt, public companies are dismantled and "made dim” and afterwards made
marketable through transformation and rationdisation. In the third step they are sold.

Privatisation has been intensvely discussed in the post and telecommunication sector since the end of the
70s. In the middle of the 80s, the first privatisation wave occurred - | remember the first partial sales of
British Telecom in 1984 and of NTT in 1985.

The trend towards privatisation in telecommunications has become much more dynamic since the mid-
nineties, and has now transferred to the post sector. Whilst the third wave of privatisation is dready con-
cluded in tedlecoms within the EU by virtue of the many 1POs of former telecommunications authorities
that have taken place, the privatised posta enterprises in the vast mgjority of countries are still owned by
the state. One example isformed by two ex-monopolists who have now grown to become globa play-
ers on the post and logistics market:

The Dutch KPN went public in 1994, and has assumed amgor position on the courier, express
and parcel market under the name TNT-Post-Group (TPG), after taking over the worldwide

express service TNT.



The second example is the Deutsche Post World Net, which has been quoted on the stock ex-
change since November 2000, and has grown to become a European and worldwide logigtics
group after many acquisitions, including DHL Internationa Express, the international forwarders
DANZAS and the Dutch freight service Nedlloyd.

Privatisation: Main motives

Solving fiscal problems

= |ncreasing competitiveness

Improving international co-operation skills

Modernisation network and organisation with foreign
investor
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There are four factorsthat are especidly influentia for the privatisation dynamics that | have described:

Firgly, many governments gppear to prefer the sde of Sate assets as a solution to their fiscal
problems - a present in Europe the privatisation of telecommunication enterprises serves mainly
the am of achieving the difficult convergence criteriafor the European Economic and Monetary
Union in the area of public debt.

Secondly, privatisation is often judtified with the argument that government enterprises or admini-
drations would not have along-term chance in the harsh competition of the telecommunication

markets - only private companies could successfully compete with private companies. This per-



Spective condders privatisation dmost an inevitable result of liberdisation - atrend | will soon

comment on in detall.

Thirdly, privatisation is intended to increase the enterprises ability to cooperate at international
level. Take-overs and holdings are made easier or made possblein the first placeif the partner
enterprises are compatible asto their lega form. Additiondly, take-overs are, not funded in cash
asarule, but frequently with own shares as "acquigtion currency™ — which makes independent

quotation on the stock exchanges a prerequisite.

In the telecommunication sector in the countries of Centra and Eastern Europe, aswell asin
many getes of the Third World, privatisation is being pursued with the aim in mind of speeding
up the modernisation of the telecommunications network, aswell as of the Sate telecoms, by
sling capitd shares to dtrategic foreign partners. Againgt the background of the current financia
problems faced by mgjor telecoms, internationa capitd holdings are now primarily decided upon
along profitability lines, and are characterised less by long-term strategic consderations. The
hope placed in big foreign investorsis likely to be disgppointed in many countries.

Ownership and Privatisation of Public Telecommunication
Operators (PTOs), 1998
PTO State Shareholdings (%) Year of

1992 1998 | privatisation
Australia Telstra 100 67 1996 -97
Canada Stentor 0 0
Czech. Republik SPT Telecom 100 51 -
Germany Deutsche TelekomAG 100 61 1996
Denmark TeleDanmark 89 0 1992
France France Téécom 100 62 1997
Greece OTE 100 65 -
Hungary MATAV 100 6,5 1993
Italy Telecom Italia >50 5 1998
Japan NTT >66 65 1986
Mexico TéléfonosdeMexico 0 0 1990
Spain Téléfonica 35 0 1997
United Kingdom British Telecom 22 0 1984
United States of America Baby Bells 0 0 -

Source: O, Boylaud / G. Nicoletti : Regulation, Market T
Economics Department Working Papers No. 237, OECD, 2000, p. 30
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Regardless of which factor may be decisve, fact isthat the privatisation strategists have gained world-

wide control over the post and telecommunication sector.

All of the twenty most successful telecommunication companies in the world are totaly or par-
tidly bein private - the only exception is China Telecom.

All of the fifteen Member States of the European Union have totaly or partidly privatised their
traditiondly public tedecommunication enterprises (overhead). The government capitd shares are
often under 50% and are Htill sagging.

Asto the posts, the number of enterprises with a private legd form isincreasng. With the
exception of TPG and Deutsche Pogt, | only know of the Argentinean Correo Argentino SA.
(CASA) where private shareholders play amagjor role.

That does not mean that everything that is happening must necessarily be right. Of course it gill makes
senseto criticaly reflect upon privatisation policy concerning itsideologica assumptions aswell asits
conseguences for employees, trade unions, and customers, and not least for the State's economic and
political power to act. Thereisalot of reason to do so. Privatisation has not dways turned out to be the
ided way: The neolibera promises have often not been fulfilled. There is no reason yet for the trade un-
ions to throw their traditiona scepticism towards privatisation overboard.

An analysis of the redl processes, aswell as of the balance of power, leads to the conclusion that the
battle for privatisation seems to be over. Of course, there are dtill fierce discussions, but these relate less
to the"if” than to the "how” of privatisation. The palitical spectrum hardly shows any relevant counter
forces againg this trend. Whereas the neoliberad's have dways consdered the privatisation of the postal
sarvice and telecommunication the traditiona core eement of their denationdisation policy, this gpproach
has long since become agreeabl e to the (social democratic) Left, as demonstrated in Europe by France,
Portugal, Greece and dso by Greet Britain under Tony Blair.

Thistrangtion from a public service to a private economy poses a serious endurance test to the employ-

ees concerned and their trade unions.



Privatisation: Consequences for Employees and
Trade Unions (1)

= Reorganisation
— Concentrating on core business areas
— Dividing the in enterprise in partially independent business units
— Closing unprofitable locations (for example rural post offices)
— New management methods
— Cost reduction
— Performanceorientated pay structure
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Firgly, the privatisation of posts and telecoms entails a comprehensive reorganisation. Thisincludes

above d|

concentrating on core business aress,

dividing the enterprise into partialy independent business units,

closing unprofitable locations,

introducing new, performance-orientated personnd management and management methods,
comprehensve cost reduction measures, in particular with regard to staff costs, and

introducing a performance-orientated pay structure.



Privatisation: Consequences for Employees and
Trade Unions (2)

= New framework on industrial relations and working
conditions

— Public servicelaw / labour law
— Civil servant / enployee

— Pay structure

— Quadlifications

— Industrial relations
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In addition, the former Sate enterprises are completdy catapulted from the framework of the "public
sarvice' in the course of this process, with mgor effects on indudtrid relations and working conditionsin
the privatised enterprises.

Whilst the organisation of the posta authorities was characterised by the law concerning civil
servants and public service law, individua and collective labour law determines employment in

privatised enterprises.

Civil servant status with life tenure is replaced by an employment contract.

The pay structure in the public service is mostly linked to career paths and formd qualifications,
and dso has a number of socid components, such as age and civil status. Payment in the private
sector, in contradt, isin line primarily with the vaue of the function carried out, frequently in
combination with avariable, performance-related pay e ement.

The qualifications possessed by the staff of an authority are devalued by the new professond re-

quirements. In private enterprises, in many cases commercid skills and a strong customer-ori-



entation are required, attributes which are not widely available to the degree now demanded
among the gaff of aformer authority.

Whilgt indudtrid relations within authorities are largely governed by statutes and ordinances, most
working conditions are now negotiated or disputed contractualy between the partnersin collec-

tive bargaining.
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2. Liberdisation

Just asin the case of privatisation, the second politica trend | would like to outline has completely
changed the world map of post and telecommunication within afew years. We are taking about liberdi-
sation. Regardless of dl nationa and sectord variety in shaping this trend, there is— without giving a
detailed definition - a common denominator. Liberdisation amsto dissolve monopolistic offer sructures
that traditionally have characterised the telecommunication sector, and to establish market relations that

are characterised by a competitive economy.

Opening the markets should improve the efficiency and user orientation of post and telecommunication
services, and reduce customer prices, without at the same time requiring the goa of providing blanket

coverage to be renounced.

The opening of post and telecommunication markets has enjoyed high palitica priority since the mid-
nineties. The telecommunication sector has now been completely opened to competition in the Western
industrialised states, and the stage has largely been set for further liberalisation on the postal services
market. With the foundation of the World Trade Organisation (WTO) in 1995 and the mulltilateral
GATS trade agreement, the post and telecommunication sector is increasingly included in the agreements

on free international trade.
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Liberalisation: ,,Milestones*

= Telecommunication
— TelecommunicationsAct USA, 1996
— Opening of EU markets, 1998
— GenevaWTO-Agreement, 1998

= Post
— Different levels oft market opening in USA, EU, ...
— EU - Postal Service Directive, 1997
— EU - further liberalisation, 2004

— WTO -, General Agreement on Tradein Services (GATS)" -
GATS 2000 negotiations
...input 7

Liberalisation and Foreign I nvestment in the Telecom Sector,

1998
Year of liberalisation Foreign Investment
Trunk | International | Mobile Numbers of foreign Restrictions
competitors concerning PTO
Austrdia 1991 1991 1992 4 Yes
Canada 1990 1992 - 5
Czech. Republic 2000 2000 - 3 State control
Denmark 1996 1996 1992 - No
France 1998 1998 1989 3 State contrrol
Germany 1998 1998 1991 4 State control
Greece 2001 2001 1993 1 State control
Hungary 2002 2002 6 Yes
Itay 1998 1998 1994 3 Yes
Japan 1986 1987 1987 9 State control
Mexico 1996 1996 7 -
Spain 1998 1998 1994 2 Yes
United Kingdom 1985 1986 1984 7 Yes
United States of America 1984 1984 1983 6 -
Source: O.Boylaud / G. Nicolett : Regulation, Market Siructure and T
Economics Department Working Papers No. 237, OECD, 2000, p. 28
...input 8

| would like to use the following milestones to illugtrate this trend towards liberdisation in the post and

telecommuni cation sector:

Firdly, for the telecommunication sector, the "Telecommunications Act” passed in the USA on
February 8th, 1996. This act dismantled the existing barriers between locad and long-distance
traffic and removed the former monopolies of the regiond "baby bells’ and of the cable televi-
son companies. This act opened up dl areas of technical communication to competition,
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whereby at first it remains open whether and how quickly thisided competition may occur. For
the time being, the Tdecommunications Act has caused a gigantic wave of concentration above
al amongst the "baby bells’. Nevertheless, the US role-model of totd liberdisationislikely to
take on amode character worldwide and should have good export chances - with the additiona
help of the foreign trade policy pressure exerted by the Washington Administration -.

Secondly, the telecommunication markets in the European Union have been fully open to
competition since 1998, and have led to fierce competition in Germany, as well asto adragtic

fal of about 90% in prices for long-distance and internationa calls.

The liberaisation of the postal markets has been pushed forward to a much lesser extent world-
wide. With afew exceptions, in al countries the lion's share of the turnover is made by postal
sarvices in the monopoly area.

Whilgt, for instance, in the home of free trade, the USA, the markets for international mail items,
express items, periodicds ("second-class mail"), advertising (“third-class mail") and parcels have
been liberdised, the areawith the highest turnover, letter mail (“first-class mail™), remains part of
the monopoly area of the United States Postal Service (USPS).

Liberdisation of the postsis acentra element for the redisation of the European Single Market
within the European Union. The letter mail market was opened to competition in afirst step
taken in 1997, and at the same time the Member States were obliged to ensure a standard uni-
versd sarvice with the am of improving the qudity of postal services. In order to fund the uni-
versa sarvice, in accordance with the EU directive, so-caled "reserved areas' may be estab-
lished as monopoly rights of the universal service provider. Accordingly, the Member States can
retain letter mall items below aweight limit of 350 g within the monopoly area until 2004. Ac-
cording to a proposd by the EU Commission, afurther liberdisation phaseisto follow this, pre-
scribing the opening of the letter mail market above aweight limit of 150 g. The EU Member
States may however redtrict the reserved area further:

Thus, for instance, Germany, Denmark and the Netherlands have defined the reservable area
much more narrowly than is required as yet under the EU directive. The postd market in Swe-
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den has been completely liberalised since 1993, and the postal monopoly was abolished in
Finland in 1994. Loca pogtd traffic has been open in Spain for many years. In spite of these
partid liberaisations, the previous monopolists have amarket share average of more than 90%
in the open market segments.

Asalast milestone of liberdisation, | would like to mention the agreements of the World Trade
Organisation. The tdlecommunication sector has been placed within the area of gpplication of the
"General Agreement on Tradein Services (GATS)" since 1997. In the Geneva WTO agreement
dated 15 February 1997, 68 states undertook to open their "basic telecommunications' markets
to foreign providers from 1998 onwards, to keep to specific regulatory principles (mgor buzz-
word here "interconnection”) and to give expanded rightsto invest in locd enterprises. With the
am in mind of expanding the service sectors faling within the area of gpplication of GATS, ne-
gotiations have been underway snce May 2000 regarding the liberaisation and regulation of the
post sector at internationd level. All services provided by the states as sovereign tasks or within
the framework of a state monopoly are explicitly removed from the GATS provisons. There are
now sub-markets in many countries on which state enterprises compete with private enterprises
asaresult of the liberdisation tendencies. In this context we can mention in particular courier,
express and parcel sarvices. Againg this background, especidly large multinationa enterprises
such as UPS, DHL or Federd Express are pressuring their governments to include these sub-
areas of the post sector in the new liberaisation round. By creating a classification based on the
product group for courier, express and parcel services, the liberalisation of the sub-markets that
are important for the large express multinationas are to be pushed ahead. If the internationa
market opening is to be redtricted only to express and parcd services, thiswill neverthdessim-
pact the rest of the post sector, for instance, by the prohibition of any cross-subsidisation be-
tween monopoly and competition markets, and the risk arises that by means of appropriate
measures the multinationals will move higher and higher item volumesinto the liberdised areg,
and the posts will hence lack the necessary income to fund the universal service. | would like to
refer to the homepage of Union Network Internationa for further information on the new GATS

round.



14

One need naturally not expect the new GATS 2000 negotiations to liberaise the post sector worldwide.
It would aso be wrong to presume that the 1997 Geneva Agreement has solved dl trade policy conflicts
in the telecommunication sector and opened al markets overnight. However, there are highly postive
sSgns suggesting that the impact of the liberdisation trend will increase congderably worldwide through
these WTO initiatives, and that it is likely to become increasangly difficult to maintain nationd monopolies
on relevant markets. Now, Asian and Arabic countries are also expressing clear reservations about this
further round of liberaisation by the WTO. According to a recent newspaper report, the Governments
of India, Pakistan and Nigeria are pointing out thet the liberalisation steps which have been carried out

since the conclusion of the Uruguay Round in 1994 have done them more harm than good.

Liberalisation: Consequences

= Telecommunication
— Competitive Sector
— New Players
— Losses of Market Shares

= Post
— Weak competition
— New players are largely regiona or niche suppliers

— Low losses of market sharesin newly liberalised markets
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I will mention some further consequences of forced liberdisation:

A consequence of opening the market isthe introduction of new players and the loss of market shares of
the dominant carriers. Asfar asthe new players are concerned, two typica groups of players have

crydalised internationdly in the telecommunication sector:
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Firgly, the big energy and raillway companies, which, backed up by their specific infrastructure and
mogly in dliance with strong foreign telecommunication companies, ingtal competitive telecommunica:

tion networks and position themsalves as "full-service carrier” in competition with the former monopolist.

Secondly, arange of regiona and sectora niche suppliers who concentrate on the profitable market
segments and who put massive competitive pressure on the "incumbents’ are establishing themsdaves on
liberalised telecommunication markets.

These niche suppliers are coming under increased pressure because of faling profit margins.

The tdlecommunication sector isin difficulties worldwide in spite of free competition. A number of enter-
prises, such as British Telecom or the Dutch KPN, are now in a debt trap because they have lost sight
of the long-term profitability of their invesmentsin ablind fight over market shares.

In the post sector, in contrast, the former monopolists have been able to assart their market posdtion in
spite of initid steps that have been taken towards liberalisation because new competitors mugt initialy
provide congderable investment in order to enter the market. New competitors are largely niche suppli-

ersin most cases o far. The following examples demongtrate this devel opment:

Sweden Post has a market share of 95% in the letter mail market athough the postal market in
Sweden is completely open. The largest competitor, CityMail, has specidised in ddlivering pre-
sorted letter mail itemsin asmall number of conurbations.

In Germany, it isin particular newspaper publishers so far, with their own ddivery organisations,
and courier, express and parcel services, which are in competition with Deutsche Post. Their
market share in the liberdised sub-market is less than 1% <o far. The Stuation issimilar in the
most highly liberdised postal marketsin New Zedland, Finland, Spain and the Netherlands.
However, further steps towards opening the market are likely to lead to increasing competition
and to larger market shares for the competitors. One may expect further liberalisation to meanin
particular that foreign posts will enter the market.
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Aswith the privatisation of enterprises, the liberdisation of the markets has affected the aff of the for-

mer monopoligs:

Liberalisation: Consequences for Employees and
Trade Unions (1)

= Transformation and compensation strategies
— Customer orientation
— Cost orientation
— Downsizing strategies

— Internationalisation
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Losses of market share and growing competitive pressures force the ex-monopolists to adopt transfor-
mation and compensation srategies - frequently and primarily these consst of "downsizing" concepts
and efforts to internationalise in order to compensate on foreign markets for the turnover shares which

they have lost on their home markets.

Here, the resultant impact on workers can naturaly not be attributed soldly to privatisation or liberdisa
tion. Both Strategies have an interdependent effect and are the causes of a number of rationaisation
measures. If one takes the example of Germany and the changes which have taken place at the succes-
sor enterprises of Deutsche Bundespogt in relation to the level of employment, the following can be
shown:
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More than 60,000 jobs have been eliminated at Deutsche Telekom AG since 1995, the year
when Deutsche Bundespost was transformed into three PLCs, in other words one-quarter of

jobs have falen foul of rationdisation within a seven year period.

Deutsche Post AG il had agtaff of 307,000 in 1995, in comparison with fewer than 240,000
today. Almost one-third of the staff has been diminated within seven years.

The consultancy firm PriceWaterhouseCoopers, which has drawn up a study of employment
trends in the EU post sector on behdf of the EU Commission, has forecast that atotal of
450,000 jobs will be diminated at former posta monopolists between 1995 and 2005. Thisisa
share of about 30%.

All sudiesrdating to the impact of liberaisation and privatisation on employment ultimately
reach the conclusion that because of the increasing productivity of work, the increase in em-
ployment among new competitors will only make up for afraction of the jobslost with the for-

mer monopolists.

Liberalisation: Consequences for Employees and
Trade Unions (2)

= Challenges for unions
— Safeguard jobs
— Maintain workers' vocational perspective
— Elimination of jobs means losses of union members

— Transformation from ,,company union” to ,industrial union*
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The trade unions in the telecommunication sector are confronted with serious chalengesin the light of
these Strategies of transformation and compensation. The most important tasks facing the trade unionsin
thistrandtiona phase are to safeguard jobs and to maintain workers vocationd perspective. In Ger-
many, it has been possible with the ass stance of a strong DPG to dructure both this system change and
the drastic reduction in the number of jobs without redundancies for operationa reasons and with a

number of collective regulations largdly in line with asocid plan.

| would like to close with another comment on the impact on trade union structures:

The trade unions in the post and telecommunication sector had been organised in many countriesin a
comparably "comfortable’ form of big company unions, and they now have to cope with the organisa-
tiona task of changing telecommunication from monopoly structures to competitive structures and to
become indugtrid organisations. The employees of the "new players’ are often not unionised a dl or a
member of another union. In this area, the traditional telecommunication trade unions can often, if & al,
only establish themsdlves using big parts of their financia and personnd resources. These resources are,
however, known to be limited and their transfer to the organisation of the employees with the "new en-
trants’ is often a burden on the classica clientele. The combination of five trade unionsin the service
sector to form the "Vereinte Diengtleisungsgewerkschaft” (United Services Trade Union) "ver.di” in
Germany should aso be regarded from the viewpoint of the need for a sector-wide trade union for the
post and telecommuni cation sector.

| have now reached the end of my tak. | hope that we can now find the opportunity for an animated
discussion of privatisation and liberalisation strategies and their impact on the trade unions.

Thank you for your atention!
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Thank you for your attention!

Claus Zanker
E-mail : zanker @input-consulting.com
Internet: http://www .input-consulting.com
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(Englische Ubersetzung/ English Tranglation: Neil Mussett)



