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The Europeanization of the railway sectors

Abstract

Since the 15th March of 2003, the international transport of freight railways is liberalised. The
European Commission thought that this opening to competition in a sector which was
structured by historical public integrated monopolies would imply an important evolution. But
after more than two years the balance is very different according to the member States. French
and German freight railway sectors illustrate these differences: while the German railway
incumbent is becoming the first European railway enterprise, the French one does not manage
to go out the French borders.

This communication wants to demonstrate that national context continues to be an important
factor despite the European railway policy. Two elements seem to be essential the interplay
between railway unions, the enterprise and the State, and the clear choice for the national
railway enterprise to behave like another enterprise and to give up “service public” activities.

1 Introduction

Since the mid of seventies, railway sectors had difficulties. There was a substantial fall
of the market share in both freight and passenger markets during the 1970s and 1980s. In
relative terms the decline is particularly relevant because it was during a period when the total
volume in both markets grew about 50%, implying that the railroads were not able to take
advantage of growing demand in these years. During the past fifty years, the most common
market structure in many countries’ rail sectors was a single, state-owned firm, entrusted with



the unified management of both infrastructure and services. Despite some differences in their
degree of commercial autonomy, the traditional methods of regulation and control of this sort
of company have been relatively homogeneous. Under this protective environment, most
national rail companies incurred growing trade deficits during the 1970s and 1980s.
Furthermore, social obligations to their staff made it nearly impossible to reach any agreement
on redundancies or even wage adjustments. In some countries, the companies were forced to
finance their deficits by borrowing, so their accounts lost all resemblance to reality (Campos,
Cantos, 2005).

The European Commission was aware of this situation which concerned European
railway sectors too and tried to implement a European railway policy. But before the end of
nineties, the majority of member states were opposed to give up their sovereignty under the
national railway sectors. However, several member states, for instance Germany and France,
reformed their railway sectors from the nineties. Thanks to their national context, we can see
that they had not the same opportunity to implement the railway liberalization: in Germany it
was possible in 1994, without the European pressure, while in France, the European pressure
was necessary to overcome the national oppositions. So this time-lag and national factors
explain why the situation of French and German railways is currently very different for the
freight sector: the German one had several new operators and the national railway incumbent
has a European strategy whereas in France, new entrants do not dash for operating freight
services and the SNCF does not compete abroad with other railways.

So firstly, we will see how German and French governments reformed their railway
sector on national basis taking into account the first European railway directive at the margin,
while after the second step of the European railway policy, from the end of nineties, there is a
Europeanization of the railway sectors.

2 The characterization of Europeanization

2.1 The general approach of Europeanization

Before presenting the theoretical approach of Europeanization, we begin by define it.
Among the different definitions of this concept, we choose Radaelli’s one which is the most
complete. For him, Europeanization means the “processes of (a) construction, (b) diffusion,
and (c) institutionalization of formal and informal rules, procedures, policy paradigms, styles,
“ways of doing things” and shared beliefs and norms which are first defined and consolidated
in the making of EU public policy and politics and then incorporated in the logic of domestic
discourse identities, political structures, and public policies” (Radaelli, 1997). This definition
allows to study the impact of Europe on decision making and also on the domestic structures.
It is this second case that interests us in this communication.

Heritier’s study (2001) argues that the implementation of a European policy by the
members states does not mean the convergence of domestic structures towards a same
European model. According to Radaelli (2003, 37), we can discern four possible outcomes of



Europeanization. The first outcome is one of inertia which means a situation of lack of
change, when a country finds that EU political architectures, choices, models or policy are too
dissimilar to domestic practice; it may take the forms of lags, delays in the transposition of
directives, implementation as transformation, and sheer resistance to EU-induced change. The
second outcome is absorption which signifies an accommodation of policy requirements
without real modification of the essential structures and changes in the logic of political
behavior. The third one is transformation when there is a paradigmatic change (Hall, 1993),
when the fundamental logic of behavior changes. Finally, the last outcome is the
retrenchment, i.e. a very paradoxical effect when national policy become less “European” than
it was. Thanks to this typology, we can qualify the effect of European railway policy on
domestic railway sectors, but it does not explain how the national railways change under the
European pressure.

To explain these phenomena, the researchers of Europeanization define the concept of
“goodness of fit” (Risse, Cowles, Caporaso, 2001, 6) between the European and the domestic
level which determines the degree of pressure for adaptation generated by Europeanization on
the member states i.e. the lower the compatibility between European and domestic processes,
policies and institutions, the higher the adaptational pressure. Once the degree of proximity
defined, certain factors support the change, whereas others can block it. There are mediating
factors: Risse, Cowles and Caporaso (2001, 9) identifies three of them which are the “multiple
veto points”, the institutions facilitating the change and the co-operative cultures. Risse and
Borzel (2003, 63) take again the same method that Risse, Cowles and Caporaso, while using
rationalist and sociological neo-institutionalisms to identify the various mechanisms of
institutional change which can according to them also be applied to the changes of the public
action and the political activity. According to an approach institutionnalist of the rational
choice, and more particularly “the logic of consequentialism” (March, Olsen, 1998), Risse and
Borzel propose to conceptualize the pressures with the adaptation emanating of
Europeanization like providing new opportunities for certain actors and forcing in an
important way the room for manoeuvre of other actors. The approach of sociological neo-
institutionalism defining the “logic of appropriation” (March, Olsen, 1989, 1998) makes it
possible to show according to Risse and Borzel that an important degree of distance between
the European level and the national level can lead to processes of socialization and training
implying the internalisation of new standards and the development of new identities.

Even if these developments are very interesting, they can not allow us to understand
the changes which have occurred in the German and French railway sectors since the mid of
the nineties. So we prefer to propose an other theoretical frame to analyse the evolutions.

2.2 The implementation of the concept in the railway case

Radaelli’s typology of European policy impact on domestic structures allows us to
understand that there are different impacts. But the frame of analysis developed by Risse ef al.
and Risse and Borzel is for us too much top-down, we prefer to consider an approach bottom-
up: it is not the European pressure that involve the changes in the railway sectors, but the



particular institutional set of each railway sector that implies its Europeanization. Moreover,
in the particular case of railways, we hypothesize an Europeanization of national railway
sectors if there are a paradigm change and organizational changes in the sector.

We hear the concept of paradigm political according to direction defined by Peter Hall
(1993): political decision makers owns a cognitive and normative matrix which constitutes for
Hall a political paradigm because it implies not only the goals of policy and the kind of
instruments which can be used to reach them, but also the nature of problems to which they
are supposed to answer. Then he identifies three means of evolution of a paradigm by
adapting the approach of Thomas Kuhn (1962).

The first order change corresponds to incremental transformations of the cognitive and
normative matrix mobilized by the political decision makers. The second order change
corresponds to an evolution of the instruments implemented to fill the objectives defined by
the decision makers starting from the cognitive and normative matrix. Lastly, the change of
third order or change of paradigm means mobilizing a new cognitive and normative matrix,
because the preceding one does not allow the political decision makers to give answers
adapted to the problems they encounter. Thus for Hall, the process of a change of paradigm is
not only due to the change from the points of view of experts, but especially of political
decision makers.

But the study of the paradigm change in the railway sector is not sufficient to deal with
the Europeanization of the sector. For us, there is an Europeanization if there are also
organizational changes i.e. the apparition of new operators and the development of a European
strategy by the historical railway undertaking.

In order to understand these organizational changes, the approach of Europeanization
defined by Risse, Caporaso, Cowles and after Risse and Borzel are not sufficient because they
hypothesise that it is the pressure of adaptation that can explain the changes which could be
observed. For us, we can suggest the Europeanization of the railway sectors because of an
interaction between the institutional configuration of liberalization as required by the
European policy and the institutional configuration of the national railway sector. So we
prefer using the concept of institutional complementarity which supposes an interaction
between the European institutional configuration of railway liberalization and the one of
national railway sector. According to Amable (2005, 82-87), “the institutional
complementarity is present when the existence or the particular form taken by an institution in
a field reinforces the presence, the operation or the effectiveness of another institution in
another field”, he also defines a “dynamics of the institutional complementarity which could
be that the presence of an institutional form in a sector leads to the adoption of an institutional
form in another”. This choice allows us to understand the rhythm and the facility for national
railway sectors to implement the European policy. Now we will see the different steps of the
European railway policy, and suggest how they have interacted with the national railway
sectors.



3 A first step for the European railway policy without national
consequences

The European Commission proposed a paradigm change of the railway policy since
the beginning of the nineties, but the member states did not want to loose their sovereignty on
the railways. So, in a first step, it was only because of national context that reforms could
occur in the railway sector and the European Commission found difficulties to make adopt the
European railway policy.

3.1 The difficult first step of the European railway policy

Since the negotiations on the drafting of the Treaty of Rome, two alternatives have
been opposed concerning the setting up of a European transport policy. Traditionally, the
Dutch favoured an approach based on the liberal market-driven policies, which best suited
their compact trading economy, while France, Germany and Italy, with large territories and
dispersed populations, were much more accustomed to extensive State intervention in the
provision of both road and rail transport and wanted a common transport policy which would
allow such intervention to continue (Deggli Abbati, 1987, pp. 29-33). Despite this opposition,
it was decided to mention the objective of an European transport policy in the Treaty, but
when the Commission suggested directives to implement it, few of them were adopted by the
Transport Council, so we can not say that a European transport policy had been implemented
after the Treaty of Rome, contrary to the European agricultural policy.

At the beginning of the eighties, the European Parliament put pressure on the
Transport Council to set up the transport policy, but, when the Commission made new
propositions, the ministries did not act or adopted directives without consequences for their
transport sector. So, the Parliament, frustrated by the failure to make any progress towards a
common policy and by its own lack of influence, was casting about for the means to break the
log-jam. They hit upon the unprecedented notion of taking both Council and Commission to
Court for their failure to develop a common transport policy. Therefore, a resolution was
adopted on 16 September 1982 by the European Parliament to make a Court action under
article 175 of the Treaty. The Parliament invited the Court to declare that the Council had
infringed the Treaty by failing to introduce a common transport policy. The Parliament was
only partially successful in its submission, because the obligation to establish a common
transport policy was not expressed in the Treaty of Rome in sufficiently specific terms for an
action for infringement of the Treaty to stand up. However, the Court did find, in its
judgement of 22 May 1985, that the Council was in breach of its more specific obligation to
ensure freedom to provide international transport services within the Community and to lay
down the conditions under which non-resident transport carriers may operate transport
services in a member state. According to Stevens (2003, 55), the practical effects of this
judgement was small, since no penalties neither deadline were imposed for the Council to
mend its breach.



The political effect was more important. Indeed, in the same month that the Court
announced its judgement, the Commission presented its White Paper on Completing the
Internal Market which launched the single-market programme. Among the different measures
designed to complete the single market by 1992, several concerned targets between 1986 and
1989 for the adoption of single market measures by the Council in relation to road, air and sea
transport. And this time, the Council agreed with the Commission’s propositions. But nothing
was done for rail transport; the oppositions always existed between the different ministries.

In 1989, the Commission made new propositions in order to gradually liberalize the
rail sector, but only one directive was adopted in 1991 without mentioned liberalization of
railways. The German and French ministers with the Belgium, and Luxembourg ones were
always against the opening of competition of rail sector, alternative supported by United-
Kingdom and the Netherlands. However, this directive, named directive 91/440, presented
measures to prepare the opening to competition, in particular because this directive required
the Member states to have separate accounting for railway infrastructure and the operation of
transport services as such. The provisions of directive 91/440 was a turning point: the
Member States recognized for the first time that logics of market could be applied to the
railway transport sector (Dehousse, Galer, 1996, 12). However, even if it proposed important
projections compared to the directives of the previous decades, the measures remained very
weak compared to ones of liberalization in progress in the other means of transport, air
transport and road transport (Dehousse, Galer, 1996, 11; Silla, 2002, 517).

The transposition of directive 91/440 highlighted again the two alternatives of
organization of the railroads. Among the countries which supported the Commission in its
project to liberalize the railroads, some did not await other European measurements to reform
and to liberalize their railway sector. As of the middle of the years 1990, the United Kingdom,
the Netherlands set up a new railway organization. But, because of the few forcing character
of the directive 91/440 and its not very ambitious measurements, they operated an economic
change of paradigm for the railway organization according to their own economic, social and
political realities and not under a European pressure. One thus attends a diversification of the
railway organizations (Crozet, 2004, 49).

The countries which were opposed to a railway liberalization transposed the directive
with minima, without going further that the measures suggested. In particular, we can quote
the French case: the French government adopted in 1995 the decree of transposition of the
directive 91/440 which supposed the countable separation of the activities of management of
the infrastructure as required by the directive. It was because of the strikes of the railwaymen
in 1995 that the government decided to be further creating in 1997 a specific organization to
manage railway infrastructure by allotting the corresponding debt to it and thus removing it
from the budget of SNCF.

For Knill and Lehmkhul (2002), directive 91/440 constituted only for the governments
a resource making it possible to legitimate certain measurements of their national reform.
Thus, in spite of its attempt, the Commission did not succeed in persuading the whole of
Member States to the interest of railway liberalization. So in an article of “Le Monde”, we can



read the feeling of a European civil servant about the result of the directive 91/440: “We
missed liberalization by the railroad” (Jakubyszyn, 1997). The Commission met the same
difficulties again when it put forward new measures which were adopted in 1995. They were
the directives 95/18/CE relating to the licences of the railway companies and 95/19/CE
relating to the distribution of the capacities of railway infrastructure. The first directive set up
common criteria for the licensing to the railway companies established in the European
Union; second specified on the one hand the conditions of use of the rail network to move a
train of a point with another, on the other hand the guiding principles for the collection of the
royalties of use of the infrastructure. There still, the Commission would like to go much
further in its proposals but the Member States against the liberalization of the rail succeeded
in thwarting Commission’s plans. However, this balance of power was reversed in 1996
because of German railway reform which constituted a true change of paradigm towards
liberalization. Whereas this country was traditionally opposed to any intervention of Europe in
the railway organization, it revised its position to defend the interest of the liberalization of
the railroads at the European level. Because of the change of paradigm of Germany, the
balance between Member States supporting a model of European organization of railroads by
the co-operation and those for liberalization is changed.

3.2 The German national paradigm change

During the nineties, German railways knew a paradigm change but not because of the
European directive 91/440. The change of paradigm of organization of the railway sector was
decided by the German government after several retries of railroad reorganizations. As, in the
beginning of the years 1980, the government became aware of the difficulties of its railway
sector — a major reduction in its shares of market with respect to the road and a constant
increase in the railway debt which weighs more and more on the finance public. Then, the
government took several successive measures whose the aims were to make the railway
company more competing on the market and to reduce its financial burden on the federal
budget. The German government did not seek during the years 1980 to liberalize nor to
privatize the railroads (Lodge, 2002, 143; Weisz, 2005, 955), as other countries did it
(Campos, Cantos, 1999), because that would have supposed to amend the German Basic Law
which stipulated that the railroads of the West Germany were part of the federal
administration (Dunn, 1977). This specificity constituted an important constraint because
making adopt such a constitutional change means obtain a vote in the majority of two thirds at
the Bundestag and the Bundesrat which represented an important number of “veto players”.
For this reason, according to Lodge, during this decade, the different reforms did not consider
the privatization of the company as a potential option.

But, these reforms did not allow Bundesbahn to find the growth and its financial
standing went on weighing on the public accounts (Weisz, 2005, 969). So a new board was
made to think on the becoming of Bundesbahn in 1989. It was constituted of professionals,
trade unionists, but also of academics so as to represent the whole of interests of railway
sector. It was directed by Giinther Sabmannshausen, a former head of private undertaking. For



Lodge (2002, 146), the principal function of this commission was to reduce the potential
difficulties to make possible a decision of large reform of the railway sector, at least by
creating a technocratic consensus on the solutions to be implemented to reform the railroads
of West Germany.

The context of reflection of this commission was strongly modified with the treaty of
unification of May 18, 1990. Indeed, on this date, the German federal State became owner of
ReichsBahn, railway company of East Germany, which economic situation was more
unbearable than that of the railroads of the West: the cost of adaptation with its counterpart of
the West was estimated at more than 100 billion DM. This new situation then involved a
window of opportunity for railway liberalization: the commission ended to a decision, in a
quasi unanimous way: to recommend the constitutional changes which would make possible
later the ministry for transport to consider the “privatization” of the unified German railway
operators (Lodge, 2002, 161).

Thus, the German reunification with the obligation to reinstate the railroads of the East
gave the government required opportunity to begin a large reform. The principle of the railway
reform supposing privatization and the opening to the competition of the historical railway
public monopoly was argument suggesting a change of paradigm. But if the Commission gave
its conclusions in 1991, it was only in 1994 that the reform was implemented. During this
period, large negotiations were realised between the different actors of the sector and
principally with the railways unions. The culture of codecision and consensus of unions
helped the German government find a compromise about the railway reform.

So, the railway unions accepted the reform to save the German railways under several
conditions (Hilal, 2005; interview of a representative of Transnet, April 2006). The most
important condition was that even if the status of railway workers changed, the income
conditions stayed the same and no layoff was made (interview with a railway union overseer).
So, in Germany specific laws issued in 1993 guided the transition of career public servants
(Beamten) in the rail sector into the new regulatory framework. The legislative amendments
of 1993 provided for the maintenance of career public servant status for all the workers who
enjoyed it before, as well as for the continuity of all specific regulations on matters like
employment protection, salary, pensions and a strike ban. However, as the employees
concerned are career public servants, they cannot be employed directly by DB AG, which
became a private-law company. For this reason, a special government body, the
Bundeseisenbahnvermdgen (BEV) was set up, which now acts as the public servants'
employer, even though they work for DB AG. At the same time, a 1993 framework agreement
on employment conditions cancelled the existing differences between white- and blue-collar
workers, concerning, for instance, pay grades and dismissals, and generally improved levels of
protection. Now there are both private law workers and career public servants (who make up
about one-quarter of the total) and the number of the latter is steadily decreasing, since new
recruits do not have civil service status'.

! European industrial relations observatory on-line, 2000, “Industrial relations in the rail sector”,
http://www.eiro.eurofound.eu.int/2000/03/study/tn0003402s.html, web page consulted the 5/08/06




The other important measure that explained that railway unions accepted the reform
was the fact that Bund took over the charge of the railway debt which was about 78,2 billions
DM (Lehmann, 1999) and begun a program of infrastructure investments. So the DB AG was
freed of its debts and received full entrepreneurial autonomy. Moreover, the States finances
investment in infrastructure on the basis of interest-free loans (Hafner, 1996).

So, in 1994, a new order for the railways system in Germany came into effect. The
four key elements of rail reform were: the merger of German Federal Railway (the old DB) in
the former West Germany with German State Railway (DR) serving the former East Germany
to create German Rail (DB) as a stock corporation, i.e. an organization under private law with
all the shares held by the federal government; the separation of the federal government's
obligation to fund the national railway from the public and corporate obligations of the
railway itself; the transfer of responsibility for funding and procuring regional rail passenger
services to the federal states; the transfer of employees of the old DB who had the status of
civil servant to either the new DB or a special federal railway assets (BEV) organisation
which was set up to take over any assets not transferred to the new DB like the debt
(Briginshaw, 2004). Moreover, the German railway reform followed the idea of separating rail
infrastructure and transport as required by the directive 91/440. This separation was designed
as a phased approach where in a first stage (1994-1999) DB was split into four divisions
(track network, long distance passenger transport, regional passenger transport, freight
transport). In a second phase (starting in 1999) these divisions became public limited
companies in their own right under the roof of the Deutsche Bahn Holding. A third phase was
foreseen as an option and had implied the dissolution of the holding, but it is still in
negotiations (Link, 2000).

Besides, DB AG was subjected to the competition of railway operators defined by the
European directive 91/440 and well beyond the European regulation. The access to the
network was opened to all the public and private owners without discrimination for goods
transport. Since January 1996, the organization and the financing of regional public transport
people were transferred to the sixteen Lander.

So we can say that if the European directive 91/440 was not the cause of the German
railway reform, it was because there was no institutional complementarity between the
institutional configuration proposed by the European railway policy and the national
institutional complementarity of German railways. The German railway reform can be
explained only by national variables. The same analyse can be made about the French railway
reform which was implemented in 1997 but because of an institutional configuration different
in France related to Germany, the result of the reform is different. But after the German
railway reform, there is an institutional complementarity between the set of institutions of the
German railway sector and the one of the European level, which will explain a quick
Europeanization of the German railways.



3.3 The incremental reform of the French railway sector

The directive 91/440 was transposed in French national legislation in May 1995. It
supposed an accounting separation in the French national railway, the SNCF, between the
activities of infrastructure management and transport. So the directive 91/440 did not imply a
large reform in the French railway sector. The railway reform which was implemented in 1997
by the creation of a new railway actor — Réseau ferré de France, RFF — in charge of rail
infrastructure management can be explained by national factors.

As other railway sectors, the SNCF crossed an economic crisis since the mid of
seventies which means a fall of the rail share in the transport and an increase in its debt. So
several measures of reorganization were decided in the eighties like personal reductions and
decreases in the services which were offered: stations closing and cessations of certain
services which were not profitable (Blier, 1991; Troin, 1995). But these measures did not
imply an improvement in the railway enterprise: the diminution of market share and the
increase of debt went on. However, the implementation of high speed train from the beginning
of eighties involved a change. This new technology allowed the SNCF to find a new time the
success. Thanks to this economic success, the high speed train allowed SNCF to finance the
difficulties of other railways services. Moreover, several cities wanted to have their high speed
relationship with Paris, and to fit out the French territory several projects were launched but
they were less economic efficient.

So in the beginning of nineties the SNCF knew an acute economic crisis. In 1995, its
debt reached 200 billions FF (Rohou, 1998). Moreover, the social background was not very
good. The railway workers did not see the end of the personnel cuts off and services closures
(Ribeill, 1993). Besides, the high speed train which was considered as a commercial activity
changed their traditional criteria of “public service”. So when, in 1995, the French ministry
proposed new personnel reductions and new services closures, the situation became very
tense. In addition, the prime minister decided to launch a reflection about the special
conditions of railway workers for the retirement. These two elements involved a railway
workers’ strike of three weeks during November and December 1995 (interview of the
ministry of transport minister in charge of the reform, June 2006; Rohou, 1998).

The railway workers pointed up the fact that the SNCF had not to bear the cost of high
speed rail infrastructure and that was the cause the railway crisis. The French government
accepted this argument but in consideration of it, the government decided to create a new
public organisation in charge of the railway debt but owner of the railway infrastructure - RFF
(Rohou, 1998; interview of the French minister in charge of the reform, in June 2006).

So we can say that the French railway reform was not a paradigm change but an
incremental change, and that it was not caused by the European pressure. Moreover, the
railway workers’ strike of three weeks limited the possible actions of French government. The
creation of RFF was difficult to be accepted by the railway workers, even now, the railway
unions want the government to suppress this reform (interview with a representative of
railway union, May 2006). Moreover, during the negotiations on this creation, in July 1996,
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the European Commission published its White Book about the “revitalization of railway
sectors”, in which the Commission preached for the implementation of railway liberalization.
When French railway workers knew this, they threatened the French government of another
strike if the transport minister did not refuse at the European level the idea of liberalization
which the French minister had done in the transport Council even if he was a right wing
political man (Jakubyszyn, 1996). So the political power of railway workers was really high
under the French government, and the government was limited in its possibility to reform the
French railway sectors. Though, we can see a change after the second step of the European
railway policy.

4 After ten years: the beginning of railway Europeanization

4.1 The second step of the railway policy

In July 1998, the Commission put forward three new proposals aimed solely at
improving the effectiveness of the existing legislation. The first measure dealt with the
insertion of the liberalization of railway freight services in the directive 91/440. The two other
measures consisted in the adaptation of the directives 95/18 and 95/19 to frame the railway
liberalisation.

Even if the Council of ministers was more in favour of the idea of railway
liberalization because of the paradigm change of German railway sector, it met difficulties to
adopt a common position on the Commission’s proposals. One semester was necessary to
study the proposals and their potential consequences on the national railway sectors. In the
succeeding semester, the Germany was the president, and the German minister tried to obtain
a common position but did not succeed. The French, Belgian and Luxembourg ministers
managed to obtain a blocking minority with the Austrian, Greek, Irish and Portuguese
ministers (interview with a Finnish civil servant, July 2005). Finally, the common position
was found under the Finland presidency in the second semester of 1999. During this
presidency, the French minister proposed to limit the railway liberalization on a specific
network: a trans-European rail freight network of (TERFN), coinciding with the principal
railway axes, as well as the accesses to the principal ports and terminals (interview with a
French civil servant, August 2004). This solution was finally adopted by the Council of
ministers.

But this common position did not mean the adoption of the directives. Indeed, since
1999, Parliament has shared legislative power equally with the Council thanks to the
procedure of codecision. The Parliament used this opportunity to participate on the adoption
of the “infrastructure package” and this implied the resumption of negotiations on the
liberalization of the railroads.

Furthermore, in June 1999, a new European Parliament was elected; the election
modified the political balance of forces. The European Popular Party became the first political
group: its representatives were 224, against 201 before the elections. They largely preceded
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the deputies of the European Socialist Party who passed for their part from 214 to 180
deputies. Among the members of the transport commission of the European Parliament, a
Member of Parliament turned out to be particularly important: Georg Jarzembowski, deputy
of the European popular Party for the area of Hamburg. Georg Jarzembowski, elected in the
European Parliament since 1991, had a great practice of the wheels of the European
Parliament and overall of European operation. This deputy endeavoured to amend the
directives suggested by the European Commission to go further that what it required as
regards liberalization of the rail: he did not accept the limitation of the liberalization of the
transport of freight only on the TERFN, he wanted that it was valid for the whole of the rail
network; moreover, it announced its wish to see also liberalizing the transport of the
passengers (interview with a French civil servant, April 2005; interview of the European
Deputy, February 2006). The amendments which he proposed were almost always voted by
the commission transport then at a plenary sitting of the Parliament. Thus, at its plenary
session of July 4, 2000, the European Parliament decided for a quasi-total liberalization of the
rail transport and refused the common position of the Council of Ministers. If the Parliament
and the Council agreed on the need for a domestic market of the European railroads, the
ambitions of the ones and others met only on the principle, for the way of reaching that point,
the two institutions were opposed. So a conciliation procedure had been launched to the
Parliament and the Council reach an agreement. Thanks to this procedure, a compromise was
found: the railway companies would be able to reach the whole of the European railway
network for the international carriage of goods at the latest seven years after the entry into
force of the directive on the development of the Community railroads and during the seven
years, access rights for international freight transport services would be limited to the national
section of the Trans European Rail Freight Network (TERFN). The amendment of the
Parliament on the liberalization of international transport travellers by 2010 was abandoned.

After the adoption of this “infrastructure package” in March 2001, the
institutionalisation of European railway policy has been launched. Other packages of
directives were proposed by the Commission, negotiated and then adopted by the transport
Council and European Parliament. We can see the same dynamic as one of other European
transport policy. Besides, new lobbies appeared at the European level. The two traditional
lobbies were the historical railway undertakings one and the railway union one. The lobby of
European railway infrastructure managers was created in December 2001, after there were the
lobby of the railway new entrants. These elements suggest the emergence of European railway
policy (Chabalier, 2005). Despite this European railway policy, we can see that the
implementation of liberalization in the railway freight services changes according to the
member states: they implement it in different times and with different outcomes as we will see
with the example of Germany and France.

4.2 The Europeanization of German railways

Thanks to the Radaelli’s typology of Europeanization, we can say that the European
railway policy has been absorbed by the German railway sector and that the sector has begun
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the process of Europeanization from the end of the nineties. Indeed, the railway incumbent has
developed a European strategy and new railway operators have arrived in the railway sector.
This Europeanization can be explained by the concept of institutional complementarity
between the institutional configuration of European liberalization and the one of the German
railway sector.

As we have ever seen for the reform of the German railway, the railway unions have
played a particular role in this Europeanization. For them, the most important has been the
stability and the increase of the railway worker’s income, and the absence of cut off. As these
conditions have been respected by the oversees of the German federal railway, the DB, the
incumbent has been able to develop a European strategy in the freight railway sector. Its
strategy has begun since June 1998, when the freight subsidiary of the DB, DB Cargo, merged
with the Netherlands national railway freight undertaking. The aim was to create a European
freight railway enterprise (Savy, 1999). This strategy has gone on with the merge of this new
enterprise with the Danish national railway freight undertaking in December 2000. The name
of this undertaking became Railion®. Besides to merger with other freight railways, the DB
Cargo compete with other railway enterprises in particular on the important freight railway
corridor between the ports of the North Europe and the North of Italy (CER, 2005). The DB
Cargo has utilized the means of realising joint ventures with other freight railway enterprises.
In this way, Railion has operated freight services in Germany, the Netherlands, and Denmark
of course and also in Switzerland and in Italy. With the SNCF, the German freight enterprise
has chosen to continue the traditional cooperation. This fact can be explained by two factors:
the German railways freight enterprise can not merge with the freight activities of SNCF,
because it is too large (interview with a responsible of DB, March 2006), secondly, in France
there is no railway freight enterprise with making joint venture as the DB Cargo made in other
states.

However, other national factors explain the Europeanization of the German railways,
in particular the fact that small railway enterprises have persisted from the 19 century near
the federal railways (VDV, 2002). These enterprises might co-operate with the DB or make
their own services on their network. Besides, the railway unions have accepted that other
railway companies made “public service” and used the federal railway network (interview
with an oversee of Transnet, April 2006). So when the open access for freight railway services
was opened in 1994, these small railway enterprises have been able to compete with the DB,
and it implied no opposition of the railway workers.

We can deal with an institutional complementarity between the institutional
configuration of these small railway enterprises and the institutional configuration of
liberalization, because the all rules that the liberalization needs were already present thanks to
these enterprises. For instance, it was not necessary to implement a law to define what could
be a private railway enterprise because this definition already existed. It was the same thing to
the regulation of the railway workers. So the institutional configuration to regulate private
railway enterprises has already existed. The rule which has been added was the rule of

2 web site Railion : http://www.railion.com/site/railion/en/national__subsidiaries/national _subsidiary.html web
page visited the 5th August 2006

13



reciprocity: if a private railway enterprise A wants to operate on the railway network which is
owned by the railway enterprise B, the railway enterprise A has to allow the railway enterprise
B to operate on its railway network. So thanks to this institutional configuration, there are
numerous small railway enterprises in Germany and even some of them which operate freight
trains on European territory. For instance, we can quote Rail4Chem, which was before the
German liberalization a small railroad of BASF to link its plants, and now with other
shareholder operate railway chemical traffics in different member states. Moreover, certain of
these old railways have been bought by other national railway enterprises to compete with DB
on its national borders, as DB has done in other member states. It has been the case of
Trenitalia; Italian railway incumbent, which acquired a qualified minority in July 2003 of TX
Logistics one of the largest German private railway company’. Finally, the open access to
regional transport was introduced two years after the open access on freight services, so it
gave the opportunity enterprises which were not profitable with only the freight transport to
reach it with regional transport of travellers. Nowadays, the Competition Report® reveals that
non-DB rail companies have substantially increased their share of the market: in the freight
sector alone, the provisional traffic performance figures for 2005 reached 15.1 percent.

Due this context, we can suggest that the German railway freight sector is very
dynamic and is oriented on the large European space. It is difficult to make the same
conclusion about the French railway sector in particular because of the lack of institutional
complementarity between the railway sector and the liberalization.

4.3 The French railway liberalization

The second step of the European railway policy and the introduction of open access in
railway international freight have obligated the French government to liberalize the
international railway freight. Indeed, the infrastructure package was adopted under the French
presidency of the European Union, and the French minister of transport wanted to keep power
in the negotiations about the succeeding “railway packages”. The second railway package was
proposed by the European Commission in 2002. So the measures of the infrastructure package
were transposed without delays in respect to the deadline of 14 March 2003. But the
implementation of railway international freight open access has not meant rapid evolutions in
the railway freight sector.

Despite the open access, new operators were not in a hurry to enter in the French
railway sector for different reasons. Firstly, they have feared the railway unions’ opposition as
in 2001 when they stopped a freight train of a new subsidiary of SNCF, VFLI’, because they
thought it was the first step to the railway liberalization. The second and main reason for us is
the fact that contrary to the German railway there are very few cases of small independent
railroads in France, and when they exist, they have worked as subcontractor of the SNCF. So

* Trenitalia press release, 25 July 2005, Trenitalia acquires the majority of TX Logistics, the largest German
private cargo railway company.

* Source : web site http://www.db.de/site/shared/en/file _attachements/reports/competition__report 2006.pdf
visited the 6th of August 2006

> « Arrivée contrariée de VFLI Cargo sur le réseau principal », Le Monde, 28 novembre 2001

14



the apparition of new railway entrants in France means the organisation of a specific new
legislation to regulate this sector and which has been for a long time integrated in the national
public enterprise SNCF. Besides as there are few small railway enterprises, the foreign
railway enterprises can not make joint venture as they have made in Germany. So this
deficiency explains why there have been few new operators from the 15 March 2003.
However, to consolidate our argumentation, we can quote the example of the first new entrant
which was the railway enterprise Connex, subsidiary of Veolia group, which started to provide
independent transportation of freight from the Lorraine region, in France, to Dillling and
Voklingen, in Germany in June 2005, two years after the introduction of open access. Besides,
this service was arrested by railway unions during the first day®. This enterprise is one of the
scarce small railway enterprises which has been a subcontractor of French SNCF in freight
railway. So it has known the French railway context for a long time. So we can see that the
lack of institutional complementarity between the French railway sector and the liberalization
has involved a delay in the apparition of new operators in the freight railway sectors.
Nowadays, there are only four non SNCF-railway undertakings which own the possibility to
operate freight services on the French railway network’.

However, we can distinguish an institutional complementarity between the new
organization Réseau ferré de France and the introduction of open access in freight railway
services. Indeed, as it is charge of the railway infrastructure management, from the 15 march
2003, Réseau ferré de France has become the organization which attributes the capacities, so-
called train paths, to effectively run trains on the network. And in order to break-even the
railway infrastructure, Réseau ferré de France has encouraged new operators to come in the
French railway infrastructure. Besides, at the European level, Réseau ferré de France
participated at the creation of a new lobby the “European infrastructure managers”, in
December 2001 to make them voice heard moreover the lobby of historical railway
enterprises.

Now, we study the evolution of the railway incumbent in this context of open access.
In the international freight railway service, traditionally the SNCF has promoted the
cooperation. While, the SNCF thanks to subsidiaries has competed where the member states
have introduced the open access in the regional passenger transport, we can not see the same
strategy after the induction of the open-access in the freight railway services. This different
strategy in the freight railway traffic of the SNCF can be explained by the fact that, before
competing with other railway enterprises, the SNCF has to reform its freight activity which
has difficulties almost from the beginning of the eighties. So after the open access of freight
railway services a large reform of the freight activity has been engaged against the railway
unions, since 2003. The core of the Plan Fret has been the concentration on five large and
profitable main axles with 24hour “assembly line production”. So, this reform has seemed to
mean the large reduction of freight services and a reorganization of the productive system as
the DB Cargo made in before the introduction of the open-access. Besides, the Plan fret
supposed a state aid of 1,5 billion Euros. The European Commission gave its authorization for

¢ « Le train privé bloqué », Journal L’Humanité, 14 juin 2005
7 « Fret ferroviaire : le marché grand ouvert », Ville et Transports, 15/03/2006
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this state aid provided that France introduced the open access for national freight services
from the 31 March 2006 instead of the first of January 2007 as expected initially by the
European directives of the second railway package (European Commission, 2005). So the
French legislation confirmed the open access for national freight services, but none railway
enterprises have used this new opportunity for the time being.

But, because of the renunciation of unprofitable railway freight services, it begs the
question if other railway enterprises with a little productive system could be profitable for
operating the train given up by the SNCF. So the ministry of transport has launched a
reflection about how to implement new railway private (Chauvineau, 2005). The railway
workers largely oppose themselves to this new railway organization, even if some of them
have begun to accept it (interview with a representative of railway union, May 2006). For
them, the small railway services might be considered as “public service” and as a traditional
activity of the SNCF. Moreover, they consider the implementations of the small railway
enterprises as social dumping because the condition of the employees would not be the social
conditions of the railway workers of the SNCF.

However, this reflection about small railway enterprises suggests that the French
railway sector is becoming to change in order to introduce an institutional configuration which
would be complementary to the liberalization. Besides, the SNCF has begun to develop a
European strategy of competition: since July 2005, it has operated own freight services in
Belgium and bought a small railway enterprise in Italy Monferail® in 2006.

5 Conclusion

As suggested before, we can say that the European railway policy has not the same
consequences in France and Germany. Though, the two countries have transposed the
European directives in their national legislation. So the reasons of the differences are in the
sectors. Even if the two railway sectors seem to have the same profile and the same story, the
reforms that have occurred since the mid of nineties have suggested the large differences
between these two railway sectors that were hidden up till the implementation of the European
railway policy.

The first main difference consists in the place and the role of the railway workers
unions. As in Germany, they accepted the railway reform under certain conditions, in France,
they are still very against of the introduction of open access in railway services. The second
main difference arises from the fact that in German small railways enterprises have persisted
despite the unification of the federal railway in 1920. So when the open access has been
implemented, the institutional set that it necessitated was already present. In this way we can
see an institutional complementarity between the institutional set of the German railway sector
and the one of the liberalization. In France, such institutional configuration did not exist so the
aim of the French transport minister is to set up then despite the strong opposition of railway
unions. These elements explain the fact that in Germany the railway incumbent can lead a

8 « Italie. SFI-Monferail : fret SNCF fait comme tout le monde », Le Rail n° 123, p. 22 01/01/2006
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very offensive European strategy and the presences of other railways in the German freight
sectors, while in France, the changes are difficult but we can see the first glimmers.

Theoretically, the case of the Europeanization of freight railway sectors suggests that
the existence of a European pressure and even its transposition in the national legislation does
not mean the Europeanization of a sector. For us, specific national conditions can facilitate the
process which can be determined with the concept of institutional complementarity.

6 References

AMABLE, B., 2005, Les cing capitalismes: diversité des systemes économiques et sociaux
dans la mondialisation, Paris, Seuil, 374p.

BLIER, G., 1991, Nouvelle géographie ferroviaire de la France, Tome I - Le réseau : structure et
fonctionnement, Paris, La vie du rail, 271p.

BORZEL, T.A., RISSE, T., 2003, “Conceptualising the domestic impact of Europe”, in
FEATHERSTONE, K., RADAELLI, C.M., 2003, The politics of europeanization, Oxford,
Oxford university press, pp. 57-80

BRIGINSHAW, D., 2004, “DB celebrates ten years of rail reform”, International railway
Jjournal, March

CANTOS, P., CAMPOS, J., 2005, Recent changes in the global rail industry: facing the
challenge of increased flexibility, European Transport \ Trasporti Europei n. 29 (2005): 1-21
CHAUVINEAU, J., 2005, Transport ferroviaire de fret et développement territorial, Rapport
de mission confiée par le Ministre des Transports de I’Equipement et de I’ Aménagement du
territoire et le Secrétaire d’Etat aux Transports et a la Mer, 06 Octobre 2005

CER (Community of European railway and infrastructure companies), 2005, Recent trends in
the international rail freight market: a case study of Rotterdam-Genoa, web page:
http://www.cer.be visited the 6 august 2006.

CHABALIER D., 2005, «La tardive émergence de la politique européenne du rail »,
Transports, novembre — décembre, n°434

COMMISSION EUROPEENNE, 2005, « Aide d’Etat N 386 /2004 — France — Aide a la
restructuration a Fret SNCF »

CROZET, Y. (2004), Les réformes ferroviaires européennes : a la recherche des « bonnes
pratiques », Paris, Institut de I’entreprise, 93 p.

DEGLI ABBATI, C. (1987), Transport and European integration, Office for official
publications of European Communities, 229 p.

DEHOUSSE F., GALER B. (1996), «La politique européenne du rail », Courrier
hebdomadaire, n°1544, 44p.

DUNN, J. A., (1977), "Railroad policies in Europe and the United States: the impact of
ideology, institutions and social conditions", Public policy, 25(2), pp. 205-240

EUROPEAN INDUSTRIAL RELATIONS OBSERVATORY ON-LINE, 2000, “Industrial
relations in the rail sector”, http://www.eiro.eurofound.eu.int/2000/03/study/tn0003402s.html
web page consulted the 5/08/06

HAFNER, P, 1996, “The effects of Railroads reform in Germany”, Japan railway and
transport review, september

HALL P. (1993), “Policy paradigms, social learning and the State”, Comparative politics,
April, pp.275-296

17



HERITIER, A., KERWER, D., KNILL, C., LEHMKUHL, D., TEUTSCH, M., DOUILLET
A.C., 2001, Differential Europe: the European Union impact on national policy making,
Lanham, Rowman and Littlefield, 342 p.

HILAL, N., 2005, La naissance d’une coordination syndicale européenne : les mobilisations
sociales dans le secteur des transports ferroviaires et routiers, thése, Institut d’Etudes
politiques de Paris, 497p.

JAKUBYSZYN, C., 1996, «Le gouvernement frangais s'oppose a la déréglementation
européenne dans les chemins de fer », Le Monde, édition du 4 octobre

JAKUBYSZYN, J., (1997), «Les chemins de fer conservent leurs monopoles malgré le
libéralisme proné par Bruxelles », Le Monde, article paru dans 1’édition du 26.02.1997

KNILL C., LEHMKUHL D. (2002), “The National Impact of EU Regulatory Policy: Three
Europanization Mechanisms”, European Journal of Political Research, vol. 41(2), pp. 255-
280.

KUHN, T.S., 1993, La structure des révolutions scientifiques, Paris, Flammarion, 284p.
LEHMANN, C., 1999, « Germany », in VAN DE VELDE, 1999, Changing trains: railways
reform and the role of competion, the experience of six countries, Brookfield, Ashgate, 364p.
LE NENAON, N., 2005, From clients to competitors: profiling industrial railways in
Germany, Communication to the conference “International trade and logistics, corporate
strategies and the global economy” university of Le Havre and Inha University, September 28-
29, 20p.

LINK, H., 2000, “Two part track access charges in Germany”, paper prepared for the
European seminar on infrastructure charging, Helsinki, 31 July — 1 August

LODGE M. (2002), On different tracks: designing railway regulation in Britain and
Germany, London, Praeger, 219p.

MARCH, J.G., OLSEN, J.P., 1989, Rediscovering institutions, New-Y ork, Free Press
MARCH, J.G., OLSEN, J.P., 1998, “The institutional dynamics of international political
orders”, International organization, vol. 52, n°4, pp.943-969

RADAELLI C.M., (1997), “How does Europeanization produce policy change? Corporate tax
policy in Italy and the UK”, Comparative political studies, vol.30, n°S, pp.553-575
RADAELLI, C.M., 2003, “The Europeanization of public policy”, in FEATHERSTONE K.,
RADAELLI C.M., 2003, The politics of Europeanization, Oxford, Oxford university press
RIBEILL, G., 1993, « Les métamorphoses d’une corporation », in LEMOINE, M., RIBEILL,
G., MALAN, A., 1993, Les cheminots : que reste-t-il de la grande famille ? Paris Syros,
277p.

RISSE, T., COWLES, M.G., CAPORASO, J., (2001), “Europeanization and domestic
change : introduction”, in COWLES, M.G., CAPORASO, J., RISSE, T., Transforming
Europe : Europeanization and domestic change, Ithaca, Cornell University Press, pp. 1 — 20
ROHOU, J.L., 1998, « La création de Réseau ferré de France », Revue Générale des Chemins
de Fer,n°7, pp. 31-38

SAVY, M., 1999, Les chemins de fer d'Europe occidentale : situation comparée et
perspectives, Conseil national des transports,
http://www.cnt.fr/UserFiles/File/Commissions Permanentes/Observatoire/Europe/Chemin_de
_fer_europe_occidentale.pdf web page consulted the 5th August 2006

SILLA O. (2002), «Le second paquet ferroviaire: vers une régulation européenne des
chemins de fer », Revue du Marché commun et de 1’Union européenne, n°461, septembre
2002, pp. 516 — 522

STEVENS H. (2004), Transport policy in the European Union, New York, Palgrave
Macmillan, 276p.

TROIN J.-F., 1995, Rail et aménagement du territoire : des héritages aux nouveaux défis,
Aix-en-Provence, Edisud, 261p.

VDV, 2002, Die giiterbahnen — freight railways, Diisseldorf, Alba, 391p.

18



WEISZ J.-D. (2005), Les Etats et [’économie en RFA : les territoires de [’Etat inséré et
[’organisation des systemes publics allemands, thése pour 1’obtention du grade de docteur en

sciences ¢économiques de l'universit¢ Paris 13, sous la direction de Robert Delorme, 4
volumes, 1800p.

19



