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I.  Market Reforms

Introducing Privatization 
and Competition into the 
Market  Structure



Why Engage in Market Reforms?

n To address the need for investment in 
utility infrastructures by attracting foreign 
investment.

n Funds are scarce at home, investment 
dollars are liquid and independent and 
therefore not easy to attract.



n Pressure from non-domestic, quasi-
governmental sources:
nDonor groups
n International financial institutions
n International organizations (the 

European Union)

Why Engage in Market Reforms?, cont’d



Why Engage in Market Reform?, 
cont’d

n Pressure from within
nGovernmental
nAcademic or theoretical
nThe example of OOCUR



n The need to infuse capital investment and             
market motivation into the process.
n Impediments à Intransigent bureaucracies & 
workforces.
n Creative Approaches:

n Co-optation of government structures;
n Outside managers in ministry;
n Job security/re-training programs. 

n Benefits à Investment, additional expertise, 
improved service.

Privatization



More Difficult to Accomplish
n Size of market

n Within larger countries
n Difficulty of smaller countries (less than    
several millions of consumers)

n Inertia/fear of most consumers.
n Market power of the incumbents.

n Privatizing sectors have unique 
opportunities to restructure the market.  
(Example: The British 
Water Market) 

Competition



II. Secondary 
Market Reforms

A circular situation: 
Accomplishments of these 
may stimulate achievement 
of primary (?)  goals of 
privatization and 
competition.



n Comprehensive Provision of Service
n Both in duration and in geographic coverage

n Quality of Service
n Outage restoration

n Environmental preservation

n Innovative products (sophisticated meters, etc.)

Secondary Market Reforms



The Reforms:
n Pricing (Tariffs): Bringing tariffs in line with cost of 

providing services.
n Improve the service as you raise the price.
n Universal Service Fund/Lifeline Program.

n Collections
n Setting the example – cut off non-payers (with 

protections for vulnerable populations.)
n Governments are the worst offenders.

n Union Finosa – Moldova
n Russian Federation:  Electricity v. Government

Secondary Market Reforms



Commissioner Frederick Butler

New Jersey Board of Public Utilities
Two Gateway Center
Newark, NJ 07102

Call      (973) 648-2027

Email   Frederick.Butler@bpu.state.nj.us

View     http://www.bpu.state.nj.us/


