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REGULATORY GOVERNANCE INITIATIVE  
IN SOUTH EAST EUROPE 

A REGIONAL FLAGSHIP INITIATIVE IN THE FRAMEWORK OF  
THE INVESTMENT COMPACT OF THE STABILITY PACT    

Introduction: the Regulatory Governance Initiative (RGI) 

1. The RGI is a Regional Flagship Initiative of the Investment Compact1, which co-ordinates regional 
actions and events based on the priorities set by South East European countries and the private sector to 
improve the investment climate. The Investment Compact programme is based on the assumption that 
“improvement of the investment climate and acceleration of economic reform through sound market-
oriented policies is the only way to promote a vibrant private sector and increase investment in the 
economy, both domestic and foreign”. 

2. The RGI aims at improving the foundations for a sound regulatory environment conducive to 
investment in SEE countries. The intended outcome of the RGI is to strengthen the institutional, 
knowledge and process capacities for developing and implementing efficient and effective regulation, 
supportive of sound and competitive markets. The RGI contributes to the achievement of better regulatory 
outcomes by applying the OECD’s experience in regulatory management and reform, developed over a 
ten-year period. 

3. On 18 July 2002, a Ministerial Conference was held in Vienna following the guidelines of the 
Investment Compact and adopted the Ministerial Declaration Attracting Investment to South East Europe: 
Common Principles and Best Practices. The Declaration acknowledged that “sustained and intensified 
efforts are needed within the framework of the Investment Compact to implement economic, legal, and 
administrative reforms and to provide for good governance structures, which are essential for creating 
confidence in public administration and the efficient functioning of markets and enterprises”. 

4. The RGI seminars assist SEE countries signing the Declaration in implementing the principles 
identified as contributing to a favourable climate for both international and regional investment. These 
seminars have established a framework for policy dialogue on regulatory reform between the SEE 
countries and the OECD countries. They provide opportunities for multidisciplinary discussions, where 
speakers and participants share their policy expertise in topics addressing a set of prioritised themes in the 
regulatory governance agenda.2 The recent publication Review of Regulatory Governance in South East 
Europe describes achievements to date and stresses the need to accelerate regulatory governance reforms 
in the region.3 

                                                      
1 To obtain further information on the Investment Compact: www.investmentcompact.org. 
2 The RGI was launched at the seminar Foundations for Investment: Progress and Challenges in Regulatory Reform in South East 
Europe (Thessaloniki, October 2001), followed by the seminar on Regulatory Governance and Network Industries (Sarajevo, April 
2002), the seminar on Regulatory Transparency: The Use of Public Consultation to Improve the Investment Climate (Thessaloniki, 
November 2002) and the seminar on The Use of Regulatory Impact Analysis to Foster Economic Efficiency and Policy Coherence 
(Sofia, January 2003). To obtain further information on the RGI and download proceedings of past seminars, please consult 
www.oecd.org/regreform. 

3 The Review was published as an Annex to the Monitoring Instruments of the Investment Compact under the Stability Pact. The 
full report can be downloaded at www.oecd.org/regreform. 
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Objective of the 2003 Seminar on Sectoral Regulators for Network Industries 

5. Setting up sectoral regulators for network industries in policy areas such as telecommunications or 
energy is one of the key aspects of modern regulatory governance. Governments are key drivers in the 
market reform process, especially when it comes to privatising former state-owned monopolies. In this 
process, governments progressively separate their policy functions from regulatory enforcement and the 
operation of network companies. 

6. This seminar will focus on how countries can build or rebuild these market-based institutions in order 
to assure high quality regulation that is efficient, transparent and accountable. In particular, the seminar 
will discuss the policy implications of designing independent institutions in relation to the rest of the 
governance system (i.e. relations with the ministries, the parliament or the judiciary). The seminar will also 
highlight the need for a “whole of the government” approach, by setting up proper horizontal relationships, 
in particular in relation to the competition authorities. Discussion will be based on concrete lessons from 
the experience learned in OECD and East European countries. 

7. The impact of European integration is also a crucial element for SEE countries, since many directives 
provide binding constraints as to how these sectors can be regulated, particularly in the energy and 
telecommunications sectors. 

8. The seminar is hosted and organised in collaboration with the Government of the Czech Republic. 

The Regulatory Quality Concept 

9. The RGI Work Programme builds on the central concept of Regulatory Quality, which is the backbone 
of the OECD Regulatory Reform Programme4. Adopted in the 1997 OECD Report to Ministers on 
Regulatory Reform, the Regulatory Quality Concept is built on two pillars: 

− Economic development through liberalisation, privatisation, selective deregulation, and re-regulation 

− Good governance through efficient, transparent, and accountable government policies and institutions 
to protect consumers and achieve social and environmental goals  

10. In particular the 1997 recommendations advised governments to, inter alia, “create effective and 
credible mechanisms inside the government for managing and co-ordinating regulation and its reform”. 

Format of the Seminar 

11. The seminar is designed to foster a maximum of dialogue between audience and speakers. The sessions 
will involve OECD speakers, policy-makers and experts from relevant OECD and non-OECD countries 
with ample opportunities for participants to take the floor and engage in the discussions. Participants will 
include policy-makers, regulators and national public authorities in OECD and SEE countries. 

Contact  

Stephane Jacobzone, Administrator, Regulatory Management and Reform Division, 
stephane.jacobzone@oecd.org, Tel: (+33) 1 45 24 85 56, Fax: (+33) 1 45 24 87 96, or Eva Rytter, 
Regulatory Management and Reform Division/Regulatory Governance Initiative, eva.rytter@oecd.org, 
Tel:  (+33) 1 45 24 96 89.  

                                                      
4 Since 1998, the OECD Regulatory Reform Programme has been documenting reform efforts that boost sectoral efficiency and 
innovation, enhance economy-wide flexibility and potential growth, increase consumer choice and welfare, and increase 
government effectiveness in maintaining high standards of environmental, consumer and safety protections. For more information, 
see OECD (2002) “Regulatory Policies in OECD Countries: From Interventionism to Regulatory Governance”.  
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FINAL AGENDA 

Thursday 12, JUNE 2003 

Chair 

Mr. Panagiotis Karkatsoulis, Ministry of the Interior, Public Administration and Decentralisation 
(Greece) 

9:00 – 9:30  

Registration 

9:30 – 10:00  

 Welcome by Mr. Jaromir Privratsky, Ministry of Foreign Affairs (Czech Republic) 

 Introduction by Mr. Panagiotis Karkatsoulis 

 Opening Statement by Mr. Josef Konvitz, Regulatory Management and Reform (OECD)  

10:00 – 12:30 

Session 1: The challenges of ensuring privatisation and market competition in public utilities 

Privatisation and liberalisation are the first steps in moving to a modernised regulatory framework. This 
has been the experience in many OECD countries, including transition countries such as Poland, Hungary, 
Slovenia and the Czech Republic, as well as many SEE countries. The first stage is often corporatisation, 
which involves separating the policy-making process of the government from the operation of services, 
through the establishment of state-owned entities, and then operating these state-owned companies in a 
commercial way using market prices and reducing cross-subsidies. This needs to be accompanied by a 
national strategy, such as a national energy policy or a national strategy for developing 
telecommunications, and a clear legal framework with commercial law. A market setting needs to be 
established before privatisation can be properly implemented. This may involve vertical and horizontal 
splits in fully integrated monopoly network infrastructure industries inherited from the past, and 
establishing institutions that properly ensure competition and consumer protection. This also requires 
establishing a stable and transparent climate for investment supported by transparent processes and public 
consultation. 

Speakers: 

•  Ms. Maria Vagliasindi, European Bank for Reconstruction and Development (EBRD) 
•  Mr. Pawel Calski, Treasury Department (Poland) 
•  Mr. Charles Kovacs, Business and Industry Advisory Committee to the OECD (BIAC) 
•  Mr. Robin Simpson, Consumers International (United Kingdom) 

A coffee break will be organised at the Chairman’s discretion 

12:30 – 14:00 

Lunch 

14:00 – 16:00 
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Session 2: Setting up Independent Regulators: Addressing institutional design issues in a coherent 
policy framework  

An open market framework requires building a new institutional infrastructure, with new arrangements for 
public governance, clarifying the various roles of the government. Rule making and policy development 
remain the core remit of the ministries while the enforcement of regulation is devolved to an independent 
regulator. The provision of services is then secured through independent commercial companies. Setting up 
sectoral regulators is one of the key and most difficult challenges to accomplish this process. These 
regulators need to be integrated within a supportive political, economic and social environment. They will 
need to be given specific powers, and the opportunity to be truly independent, while still remaining 
accountable to the broader policy framework. The general setting of the framework needs also to take into 
account the current status of European regulation (“Acquis Communautaire”).  

Speakers: 

•  Mr.Stéphane Jacobzone, Regulatory Management and Reform (OECD) 
•  Mr. Christian Hocepied, DG Competition Unit (European Commission) 
•  Mr. Daniel Trnka, Unit for Co-ordination of Regulatory Reform and Reform of Central State 

Administration (Czech Republic) 
•  Mr. Marian Slifierz, Energy Regulatory Authority (Poland) 

 
16:00 – 16:30  

Coffee break 

16:30 – 18:00  

Session 3: Country experience roundtable 

Government representatives from SEE countries are invited to give reference to progress in modernising 
the regulatory framework in their country with regards to establishing sectoral regulators in network 
industries. In particular, country delegates could give reference to:  

•  What has been your country’s experience in establishing independent regulatory authorities in network 
industries and financial services?  

•  How have the issues of independence and accountability been referred to?  

•  What concrete steps have been made to ensure transparency, consistency and due process in regulating 
utilities in order to foster private investment?  

•  What incentives have been given to competition, market opening, while ensuring consumer 
protection? 

18:00 Closing of the day by Mr. Panagiotis Karkatsoulis 
 
Cocktail to be held at the Staropramen Brewery 
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Friday 13, JUNE 2003 

Chair  

Mr. Alberto Heimler, Autorità Garante Della Concorranza e del Mercato (Italy) 

9:00 – 10:45 

Session 4: Independence and financing of sectoral regulators 

Ensuring the effective independence of regulatory authorities is a challenge. Independence needs to be 
established both in relation to the political power and to the specific economic interests of the regulated 
firms. Independence can be achieved in different administrative cultures, and under various constitutional 
constraints and ways of delegating power across government agencies. It involves creating legal rules for 
the governance of regulators, such as: nominations, presence of a board, statute and pay schemes, and also 
the financing arrangements of these regulators. The risk of capture from specific interests also needs to be 
addressed as existing or past monopolistic enterprises may carry strong political weight.  

Speakers: 

•  Prof. Marie-Anne Frison-Roche, Institut d’Etudes Politiques de Paris (France) 
•  Mr. Laszlo Balogh, Financial Services Authority (Hungary) 
•  Mr. Jaroslav Vitek, Energy Regulatory Office (Czech Republic) 
•  Mr. Mindert Mulder, Independent Post and Telecommunications Authority, OPTA (Netherlands) 

10:45 – 11:00  

Coffee break 

11:00 – 12:30 

Session 5: Balancing independence with accountability  

Setting up independent regulators involves balancing independence with accountability, as politically 
accountable ministries will have to forego certain powers. This balancing also requires establishing a 
dialogue between the regulatory authority and politically accountable, elected officials. At the same time, 
independent regulators themselves need to be accountable and responsible to the policy objectives, which 
initially justified their establishment. This can be obtained in various ways, through due process 
procedures, public consultation and reporting, by allowing for appropriate appeal mechanisms to the 
courts, and even through instituting a direct dialogue with the Parliament. Accountability can also be 
ensured through performance assessment. National audit offices or international comparisons also 
contribute to assessing the performance of independent regulators.  

Speakers: 

•  Mr. Simon Oates, Department of Trade and Industry (United Kingdom) 
•  Mr. Vassilios Kondylis, Hellenic Committee of the Telecommunications and the Post (Greece) 
•  Ms. Aleksandra Stepnowska, Office of Telecommunications and Post Regulation (Poland)  
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12:30 – 13:45  

Lunch 

13:45 – 14:30 

Session 6: Preparation of Regulatory Reform Action Plans 

The session will encourage governments in South East Europe to discuss the preparation of regulatory 
reform Action Plans. The region has invested heavily in improving efficiency, transparency and 
accountability of the regulatory reform regime. Relative to other aspects of the transition process, however, 
state reform for rebuilding its regulatory capacities has been lacking. The process needs to be accelerated, 
and the 2003/2004 Work Programme of the RGI will be discussed. 

Speakers: 

•  Mr. Josef Konvitz (OECD) 

14:30 – 14:45 

Coffee break 

14:45 – 16:45 

Session 7: Regulators and competition authorities 

As discussed in the introductory session, the transition to a market economy requires a number of 
institutional changes in order to encourage competition in network infrastructure industries. However, even 
if network infrastructure markets are restructured to favour competition, and market entry is liberalised, 
competition is not necessarily guaranteed. The networks at the core of many infrastructure industries (e.g. 
the transmission and local distribution grids in electricity and natural gas) possess significant, durable 
market power. Where this is the case, well targeted regulation can be implemented to ensure that prices are 
kept in line with costs and to provide incentives to lower these costs over time. 

This session focuses on exploring the pros and cons of various institutional approaches to providing both 
regulation and competition law enforcement. The session discusses the need to co-ordinate the work of 
regulators and competition authorities in situations where regulation and competition law enforcement 
functions are split between them, and also how to ensure efficient co-operation between the two types of 
institutions from a government-wide perspective. The session will offer practical examples of how of such 
relationships can be organised. 

Speakers: 

•  Mr. Gary Hewitt, Competition Division (OECD) 
•  Mr. Alberto Heimler, Autorità Garante Della Concorranza e del Mercato (Italy) 
•  Mr. Andrej Plahutnik, Competition Authority (Slovenia) 
•  Mr. Tibor Szanto, Competition Authority (Hungary) 

16:45 Closing of the seminar by Mr. Alberto Heimler 

  Closing remark by Mr. Daniel Trnka 


