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Introduction

* Policy is sometimes considered in some models of
international business

Eg. Dunning’s OLI paradigm
* But as regards the internationalization of regulated

industries and services, policy takes on a greater
iImportance

* In this class we study the importance of policy as a
potential determinant or influencer of
internationalization in the case of utilities in Europe.
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Making MINCs out of public monopolies:
policy drivers in the EU

e Utilities internationalization would not have been possible
without privatization and liberalization (abroad)

* Policy change was a prerequisite of internationalization
 But was it a determinant?

* Onlookers claimed some governments were “pampering”
firms to remain “national champions” —and delaying reform
while enjoying opening up abroad

* Egtension between UK and France/continent...

 Asymmetrical games can be tested for...
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A glimpse of how it happened: policy drivers

EC Liberalization Directives

4

COUNTRY A COUNTRY B
Adhesion to EC sectoral Adhesion to EC sectoral
liberalization directives liberalization directives

-Timing -Timing
-Quality | I -Quality
-Implementation | | | »-Implementation

Did the timing, sequence and quality of liberalization policy matter?
A. Would early liberalizing countries have first-mover advantage?
B. Could a relative delay in liberalization facilitate aggressive outward expansion?
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A glimpse of how it happened: policy drivers

International Organizations
Governments
Economic ideas & theories
Privatization Policies

|

COUNTRY A COUNTRY B
Privatization Privatization

ementation LT iement.
-Implementation -Implementation

Did the timing, quality and sequence of privatization matter?
A. Would early privatizers have first-mover advantages?
B. Would a delay in home privatization facilitate outward expansion?
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A glimpse of how it happened: policy drivers

Table 1 EU telecoms multinationals: size, internationalization and regulatory reform indicators 1999, 2003 and 2006

Revenues [ L0000 euras) Employess (1.000) Imternationallzet ion Entry reguwation Maret structure Privatization
Company Country 1938 2003 2006 1859 2003 2006 1899 2003 2006 1988 2003 2006 1838 2003 2006 1983 2003 2006
Deutsche Telekom  Germany 35325 62,739 TT7.069 203,268 251,263 248 480 8 38 47 100 100 100 51 64 &9 41 5T 63
Teletorica Spain 24 458 31 910 56450 146 619 221 657 232 006 58 ig &2 100 100 100 ao a0 44 100 100 100
Franze Telecom France 20,014 B1,821 4052 174,282 148,288 101036 13 41 47 100 100 100 20 56 =18] e 41 57
Telecom Itala Italy 29475 35,051 30,052 122 682 93,187 83,209 ] 20 6 100 100 100 30 49 L4 96 100 100
BT LK 35438 30,359 35937 136,800 99500 106,204 T T 15 100 100 100 63 17 T2 100 100 100
KPN Telecom Net herlands 9,729 14,502 15126 38,560 31.267 26287 9 20 29 100 100 100 35 [ 52 56 81 92
Tealenor Morway 4,201 7,503 14,201 23470 26,604 35600 17 41 €4 100 100 100 23 47 49 i1 38 46
TEll Bsonera Sweden 8149 10,108 12342 40,155 19450 28528 10 49 B0 100 100 100 36 56 62 15 54 51
TDC Denmark 5765 T.945 8§390 17,464 24872 15,010 42 53 48 100 100 100 56 64 61 100 100 100
Portugal Telecom  Portugal 3429 6490 8235 16,188 19207 32058 2] 24 37 i3 100 100 b | 34 48 838 a4 93
OTE Gresce 3622 5522 7768 21,588 17169 17,782 o i9 26 i3 100 100 19 50 53 42 BE T2
Telekom Austria Ausiria 3966 4460 5472 19,347 13,890 15428 1] 11 32 100 100 100 28 66 a7 13 53 =]
Mean 16,061 22,367 29,667 80,034 80570 86,385 149 301 411 889 100 100 359 555 576 58.2 7136 790
Standard Deviation 13.387 19,796 26.493 T0.804 B84.511 8B.366 17.4 151 16.0 260 0 0 140 123 83 366 247 209

Sources: Elaborated by the authors based on OECD (2009).

Source: Clifton, Diaz-Fuentes and Revuelta (2010) The political economy of telecoms and electricity internationalization in the
single market. Journal of European Economic Policy, 17(7),988-1006,
http://www.tandfonline.com/doi/full/10.1080/13501763.2010.499229#.UoJSkSfRLBc
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Table 2 EU electricity multinationzals: size, internationalization and regulatory reform indicators 1999, 2003 and 2006

Revenues (1,000 suros) Employess (1,000) Intemationalization Entry regulation Vertical integration Privatization
Company Country 1999 2003 2006 1999 2003 2006 1999 2003 2006 1900 2003 2006 1099 2003 2006 1999 2003 2008
E.OM Germany 52016 47616 72408 132,930 64,969 80453 48 41 47 50 83 100 M M M 100 100 100
EDF France 32,057 44919 60493 135,448 163,694 156,524 18 2 47 28 94 a4 | I it (v} 0 5
RWE Germany 45671 47470 43,076 155697 139535 65510 23 44 45 50 83 100 M M M 0 0 25
Enel 4+ ltaly 20,933 30,345 38513 78,511 64,770 60,085 o] 5 14 33 61 o4 | U 1] 0 25 50
Endesa + + Spain 13495 16644 20,774 34,930 26,600 265948 31 39 48 94 100 100 M u u 5 75 =]
Electrabel Belgium 5859 10,988 14,051 16,439 17,360 16585 na. 28 40 17 [=h 8 61 | M M 5 75 5
Iberdrola * spain 7504 10903 11,253 12,663 13,042 16,969 0 12 18 94 100 100 M u u 5 75 [t
Scottish Power* UK 6247 7626 8037 15,932 15,490 9,953 0 59 47 100 100 100 U U ] 100 100 100
Vattenfall Sweden 3268 12538 16,153 7,991 35295 32,308 6 64 60 100 100 100 M M it (v} 0 0
EnBW Germany 4470 11,300 13,755 12,5681 34,719 20,265 9 1z T 50 83 100 M M M 0 0 25
Mational Grid UK, 2299 13,592 13,603 3,628 28,940 20,529 0 45 46 100 100 100 U U ] 100 100 100
Uni6n Fenosa Spain 3270 5,864 6,057 10,785 21,269 17,765 9 31 34 94 100 100 M U u 5 75 5
EDP Portugal 3954 8030 9390 13,992 17,388 13,333 2 19 39 28 100 100 M M M 50 50 50
Essent Netherland 5164 8112 6,663 9,852 12,206 10421 0 18 23 94 100 100 M M ] (v} 0 0
Dong Energy Denmark 915 2,489 4,780 572 1,125 2,944 0 30 33 94 100 100 | U ] 5 25 5
Fortum Finland 2448 4812 4571 17,461 13,343 8810 32 64 73 100 100 100 M M M 50 50 50
EVN Austria 1116 1,340 2,933 2,921 2,608 9,535 0 =] 48 33 100 100 | M u 25 25 25
Mean 12303 16,740 20,342 38010 30,680 33496 11.14 325 304 623 022 Ofil 441 456 515
Standard Deviation 15,020 15683 20,737 52,160 46,021 38847 150 13.0 167 324 13.3 04 40.0 38.8 336

Notes: U=Unbundled; M=Mixed; |=Integrated.

++ ENEL tookover Endesa in March 2007

* |Iberdrola tookover Scottish Power in 2006

Sources: Flahorated hv the authors hased on OFCD (20091

Source: Clifton, Diaz-Fuentes and Revuelta (2010) The political economy of telecoms and electricity internationalization in the
single market. Journal of European Economic Policy, 17(7),988-1006,
http://www.tandfonline.com/doi/full/10.1080/13501763.2010.499229#.UoJSkS{RLBc¢
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* Finding no correlations between the timing and depth of
policy change we use cluster analysis to search for patterns in
incumbent behavior

Table 4 Cluster membership of EU electricity multinationals: internationalization,

Jable 3 Uluster membersnip of LU telecoms multinationals: International ization entry regulation and vertical integration
and liberalization (market entry and market structure) Internationalization and Internationalization and
entry regulation vertical integration
Internationalization 1999 2003 2006 1999 2003 2006
_ o and market structure -
Internationalization and market entry E.ON 2 4 4 1 1 1
EDF 1 4 4 2 2 1
1999 1999 2003 2006 RWE 4 4 a 1 1 1
Enel ++ 1 1 3 2 3 3
Deut;tcr?e Telekom 3 3 4 4 Endesa + + 4 2 n ] . 2
Telefonica 4 2 2 2 Flectrabel 0 1 2 3 1
France Telecom 3 1 4 4 Iberdrola ~ 3 3 3 3 3 3
Telecom ltalia 3 1 1 1 goettisn Bowert : p M : 4 b
fattenta = E 1
BT 3 3 3 3 EnBW 1 3 3 3 3 2
KPIN Telecom 3 1 3 1 National Grid 3 4 4 3 4 4
Telenor 3 1 2 2 EB'F”“ Fenasa ¢1’ f: Z : ‘; f]‘
TeliaSonera 3 1 4 4 Essant 3 3 3 3 3 a
TDC 4 4 4 4 Dong Energy 3 4 4 2 4 4
Portugal Telecom 1 1 1 1 Fartum 4 4 4 1 1 1
OTE 1 1 1 1 EVM 1 3 4 2 3 4
R Valid cases 16 17 17 16 17 17
Telekom Austria 3 1 3 4
Valid cases 12 12 12 12 Notes: 4+ 4 ENEL tookover Endesa in March 2007
* Iberdrola tookover Scottish Power in 2006.
. 1 " Based on Squared Euclidean Distance and Average Distance amon, roups.
Notes: Based on Squared Euclidean Distance and Average Distance among groups. | ,q ) ) L _E' . B 2 E,
) A N . . . ) nternationalization and entry regulation: 1 Low internationalization and low
1 = Low internationalization and low liberalization liberalization; 2 = High internationalization and low liberalization; 3 = Low
2 = High internationalization and low liberalization irternationalization and high liberalization: 4 = High intemationalization and high
3 = Low internationalization and high liberalization liveralizat ion.
. . L E, . L Internationalization and vertical integration: 1 = High international and high
4 = High internationalization and high liberalization integration; 2 = Low international and high Integration; 3 = Low international and
low integration; 4 = High international and low integration.

Source: Clifton, Diaz-Fuentes and Revuelta (2010) The political economy of telecoms and electricity internationalization in the
single market. Journal of European Economic Policy, 17(7), 988-1006,
http://www.tandfonline.com/doi/full/10.1080/13501763.2010.499229#.U0JSkSfRLBc
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Privatization Privatization

We compare the extent of privatization in 1999 and 2007 with extent of
internationalization for OECD telecoms utility MNC

Clusters:

Policy change enabled; firm-level explanation.

Source. Alonso, et al., (2013) The race for international markets: Were privatized telecommunications incumbents more
successful than their public counterparts? International Review of Applied Economics, 27(2) 215-236.
http://www.tandfonline.com/doi/full/10.1080/02692171.2012.734791#.UoJTQCfRLBc
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Key reading

e Clifton, J., Diaz-Fuentes, D., & Revuelta, J. (2010). The
political economy of telecoms and electricity
internationalization in the single market. Journal of
European Public Policy, 17(7), 988-1006.
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