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I. EXECUTIVE SUMMARY 

Due to the acute economic crisis facing the country when the pernist government took
office on July 8 of this year, the new President, Carlos Sacil Menem, took immediate 
measures to deai with the desperate situation facing Argentina. As a result of these 
measures, inflation, which had risen to approximately 200% per month in July, dropped to
around 9% in September. President Menem has put Argentina on the path to profound
economic and structural change, surrounding himself with key experts from the various 
parties to achieve this goal. 

As part of the plan for economic restructuring, Congress adopted two laws proposed by the
Executive Branch. These laws represent the legal basis of the swift and sweeping economic
reforms already underway. They are the State Emergency Law and the State Reform Law
which, among other things. authorize the Executive Branch to privatize about 35 state
owned enterprises that are the main cause of the growingjdeficit which afflicts the country.
In essence, privatization is one of the main pillars of the new government's economic plan. 

Through its Ambassador in Buenos Aires, Terrence Todman, the U.S. government has
officially expressed its deep desire to support the privatization process *nArgentina , any
way possible. An analysis of the mechanisms available for providing such support revealed 
that assistance could be provided by the Agency for International Development (A.!.D.) in 
a limited manner, that is, only in the area of training. 

The assessment made in Buenos Aires during the period from September 24 to October 7,
1989 was undertaken through the USAID Latin America and the Caribbean/Priate Sector
Initiatives contract with the International Science and Technology Institute of Wash igo-,,
D.C. The assessment showed that, in fact, there are various areas where training i needed
 
in order for the privatization plan to achieve maximum results. The current tatus of the 
privatization plan and the potential training areas are described in this report. 

This assessment, which was possible thanks to the cooperation of key officials from the
Ministry of Public Works and Services (MPWS), as well as others in the public and private
sector, resulted in a series of recommendations directed to A.I.D. and related to a possible
training program in support of the privatization effort. 

Realizing that time is of the essence, the recommended program envisions two main stages.
The first, to take place in early December, would include a half-day conference and
roundtable discussion to which a large number of persons involved or interested in
privatization would invited. objective event bebe The of this would to analyze the
worldwide economic framework and the great changes now anderway or predicted for the
future, placing the Argentine privatization prc iss in the context within which it will have 
to operate. This analysis would be made by a freign expert, widely recognized as an
authority on the subject. Immediately following the conference, a luncheon would be held 
to which the foreign expert and some 40 others would be invited. This group of 40 would
be made up of key persons in the privatization piocess, and would form the nucleus ci the
second stage of the program. The next day, about ten persons from among those most 
directly involved in the process would meet as an "Organizing Committee" to evaluate the
training program to date and to plan the next steps to be taken. The Organizing
Committee would be responsible for follow-up plans, that all concerned believe to be vital 
for the maximum success of this training program. 
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The second stage would begin with a seminar in April 1990, that would be attended by the 
nucleus group of 40. This would be a participatory workshop based on the case-study
method (the cases having been developed in the interim). This group would include 
Secretaries, Subsecretaries, and Advisors from the three ministries involved in privatization
(MPWS, Defense, and Economy), managers of state enterprises, union leaders, managers
of important private companies, and others. The idea would be to formulate a "strategic
framework" for privatization which could be broadly applied within, and possibly outside, 
Argentina. 

The seminar would seek to facilitate intercommunication among interested parties to break 
down the isolation which marks current efforts. It is anticipated that some of the 
participants in the April seminar will serve as trainers in similar sessions to be held at a
later date. There was also mention of having the original group of 40 continue to meet with 
some specified frequency (every month, every two months, etc.) in order to keep one 
another informed and to exchange on-going experiences. 

II. SCOPE OF WORK 

This report is the result of work carried out from September 24 to October 7, 1989 in 
Buenos Aires, Argentina by a team of two persons, Joseph J. Borgatti and Joan M. Goodin. 
This team was contracted by the Internationa, Science and Technology Institute, Inc. (ISTI)
of Washington, D.C., through their contract with the Private Sector Office for Latin 
Arerica and the Caribbean of A.I.D., to meet with officials of the Ministry of Public 
Works and Services, as well as other key persons within the public and private sector 
involved or interested in the privatization process recently initiated by the Argentine
Government. Through these meetings, the team was "to specify to A.I.D. areas in which 
training is needed, the type of training called for, the most appropriate means of its 
provision, and, if possible, identify the individuals who would have to be trained in the 
SOEs, the private sector and the Ministry of Public Works and Services." 

During its stay in Buenos Aires, the team worked intensively, meeting with some 30 key 
persons within the Ministry of Public Works and Services (MPWS), the Ministry of 
Defense, the National Grain Board, the business sector, the banking sector, Congress,
important research and training institutes, and other relevant parties. Meetings were also 
held with U.S. Ambassador, Terrence Todman; Second Secretary of the U.S. Embassy,
William Grant; the Regional A.I.D. Director, Peter Orr, and his assistant, JulifarZeba, et 
(both of whom came from Montevideo, Uruguay for the meeting). (See Annex 1 for a 
complete list of the persons contacted.) 
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Il. TRAINING NEEDS ASSESTSMI' 

A. Backgrund 

1. Status of Privatization Program 

For reasons specified i, Law No. 23.696, entitled "Reform of the State" and promulgated 
on August 18, 1989, the Executive Branch of the Republic of Argentina has been
authorized tc initiate a sweeping process to privatize many of the state owned enterprises
(SOEs), including, among others, Yacimientos Petrolfferos Fiscales (YPF, the national oil
company), ENTel (the national telephone company), two television channels, radio stations,
the Argentine railway, the National Highway Office, certain units of the National Grain
Board, Aerolfneas Argentinas (the national airline), the state-run gas company, and
SEGBA (the national electric company). The Law also specifies the type of measure 
permitted (i.e., full or partial privatization or licensing), as well as other details related toworker participation (Program of Participative Ownership), and national and foreign private
capital. 

This process of privatization represents one of the fundamental pillars of the economic
policy adopted by the recently-installed government of Dr. Carlos Sa6l Menem, who took
office on July 8 of this year. Due to the premature resignation of former President Rail
Alfonsfn, Dr. Menem took office five months earlier than the previously established date
of December 10, 1989. This rapid transfer of power was due to the acute economic crisis
and the hyperinflation spiral which was unleashed after the May 14 presidentiq) election,
resulting in a situation some have called "disgovernment." For these reasons, and in spite
of not having had the time envisioned for a normal transition, the new government assigned
highest priority to the econoiic measures necessary to control the crisis. Therefore, a plan
for sweeping economic chauges was immediately put in motion. 

Argentina, ever the pendular state, was swinging again, this time from an interventionist,
inflationary, welfare state toward economic and political teforms with a market oriented
flavor. Deregulation and privatization were key steps in the process. This was reflected in 
two basic laws: one curtailing subsidies to SOEs (Reform of the State), the other
empowering the government to privatize itW state-owned enterpri'ses (Economic
Emergency). To implement these laws, President Menem appointed key business leaders 
to run the economy. 

2. Political Economic Situation 

Under the Radical Party administration of President Alfonsfn, Argentina's economy had
plunged into deep depression. The situation was further worsened by soaring inflation 
attributed to the huge deficits of SOEs. 

The 1985 Plan Austral, a harsh wage-and-price freeze program to balance the budget
through more efficient tax collection, had failed. The fiscal deficit was nearly out of control.
Payment had been stopped for over a year on the $62.5 billion foreign debt, the third
largest among the developing countries. There were months of hyperinflation, culminating
at almost 200% in July 1989, the very same month that Dr. Menem succeeded Alfonsfn. 
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On the political front, the ruling Radical Party, which had suffered a heavy defeat to the
Justicialistas in the late 1987 mid-term election, had lost again in the May 1989 presidential
elections. As a result, the Radical Party was in a state of disarray and a post-election crisis 
ensued. The wave of hyperinflation from May to July led to the premature taking of office
by the Menem administration, and the structural reforms and speedy means to curb 
inflation were soon to follow. 

New legislation was enacted, based on a strategy of deregulation and privatization, to stop
the hemorrhaging of SOEs (see Annex 2). This was done not for ideological reasons, but
because of necessity -- to deal with the disastrous economic situation evidenced by
hyperinflation, an unbalanced budget, and a public-sector deficit swollen to more than 10% 
of GDP. 

The new U.S. Ambassador to Argentina, Terrence Todman, who arrived in Buenos Aires 
some three months ago, told us of the deep desire of the U.S. to support the privatization
process in any way possible. Foi that reason, he had requested an analysis of the manner 
in which A.I.D. support could be made available. A legal analysis showed that regional
A.I.D. funds could be used, provided that the activities funded were limited to training.
Therefore, based on an existing contract between A.I.D. and IS'I, the team which is hereby
submitting this report was sent to Argentina to assess privatization training needs. 

3. The Privatization Plan 

The President's economic program is baed on deregulation, privatization, and an influx of
foreign investment capital. This plan, enacted by Congress into Law No. 23.696 (Reform
of the State) states that the various ministries are to negotiate the privatization of rghly. 
,35SOEs. The deadline for this process to take place is set at 180 days, renewable for 180 
more, if necessary. The responsibility for the administration of this program is placed in
the hands of the individual ministries. Of the companies already designated in Annex 1 of
the privatization law as being "subject to privatization," most fall under the MPWS, but 
others of considerable importance coni, under the Ministry of Defense and the Ministry of 
Economy. 

4. A Perspective on Privatization in Argentina 

This is now Argentina's fourth attempt to privatize in thirty years. In 1959, President 
Frondizi initiated the first effort by creating the "Empresa Liquidadora de las Empresas del 
Estado." Josd Agusti, the former owner of the newspzper Noticias Grdficas, was placed in
charge of the company. Even though government-owned companies were few at the time,
nothing was accomplished. 

The second attempt came ten years later, in 1969-70, when President Ongafifa and his
Minister of Economy, Krieger-Vasena, decided industries.to privatize Argentine Once 
again, a separate corporation was set up to implement the plan, this time under Armando 
Ulled. This endeavor resulted in failure ets well. 

The third attempt came under President Alfonsfn with the creation of the "Secretarfa de
Promoci6n del Crecimiento" and its subordinate office, "Subsecretarfa de Privatizaciones" 
under the direction of Ing. Manuel Tanoira. The law of privatization became stalled in 
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Congress, in part due to its exclusion of the cleven "sacred cows" (state monopolies) which 
owed $11.7 billion and accounted for 80% of the nation's fiscal deficit. This attempt at 
privatization was doomed to failure as even the sale of only 25% of the Argentine airline 
raised public outcry. 

The present government did not run on a privatization ticket. On the contrary, the 
campaign had rather populist overtones. Moreover, a number of the policies adopted, such 
as the rent law, seemed to some to be typically peronist. Nevertheless, Dr. Menem's 
administration is proving to be a very pragmatic one that is supported by Argentine public
opinion. 

B. Findings 

1. Legal Framework 

An overview of the legal process in Argentina suggests that this is a very legalistic country.
It is important, nevertheless, that the process of privatization follow strict adherence to the 
law. The two laws most central to privatization include the Economic Emergency Law and 
the State Reform Law. 

The Economic Emergency Law provides the government with flexibility in curtailing
subsidies to SOEs. Also contained in this law is a clause providing for the reform of the 
Central Bank which could, if put into effect, lead to more deregulation and privatization.
The State Reform Law empowers the government to sell, deregulate and license SOEs. Of 
the thirty-five companies listed under this law, ENTel, the telecommunications company, 
is probably the largest and most complex. 

In addition to the Economic Emergency Law and the State Reform Law, three decrees 
have been issued that allow for the privatization of the railroads, telecommunications and 
roadways. Within the MPWS, further decrees covering the privatization of the oil company
(YPF) and the electric company (SEGBA) a: still under discussion. Decrees for entities 
under the directicn of the other ministries remain to be issued. These decre-es offer a 
constitutioral means for the President to express his plans for the implementation of the 
privatization process. The ENTel decree, for example, fixed general rules and a deadline 
of December 31, 1989 for delivering tendering offers for the licensing of its privatization. 

The numerous laws and regulations are perceived by many to actually hinder the progress
of the country. ENTel, for example, may legally be unable to pay the necessary
consultants' fees out of its cash flow. Fortunately, not all privatizations require legal 
measures. Government shareholdings in a corporation, when in the minority, can be 
disposed of without consent of Congress. There appear to be many cases in the Ministry of 
Defense, and possibly in the national oil company, where there exist minority shareholdings
which could be divested under presidential or even ministerial decree. All other cases,
however, require enactment of law by Congress. The significance of this legal framework 
is that it provides sound legal underpinnings for the administration's privatization program. 
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The key to Argentina's privatization law is that it enables the Executive Branch to issue a 
decree for each case of privatization rather than having Congress pass a new law. A 
second major feature of the law is that it forces a time frame on the implementers. As it 
was already mentioned, the deadline in the first year is 180 days, renewlble for another 180 
days. 

The law has almost eliminated the Legislative Branch of the government from participating
in the process. Congress' involvement is limited to its participation in the Bicameral 
Commission, that would oversee the privatization process. Prudence should dictate that the 
Bicameral Commission be kept abreast of all activities since the Executive Branch would 
still need consent of Congress for the privatization of companies not covered by Annex 1. 
It would then be up to Congress to declare the company eligible for privatization, and only
then could the Executive Branch issue a decree of execution or plan to be implemented by 
the appropriate ministry. 

It may be argued that too much emphasis has been placed on the law and that the program
is complicated by an excess of legal baggage, with the privatization law alone containing 69 
articles and even more regulations. But, all in all, the program has been given a sound 
legal base which permits considerable flexibility for the implementers. 

2. 	 Institutional Framework 

As has been mentioned, the privatization of an entity is to be undertaken by the ministry
under which it is administered. The Bicameral Commission, made up of six senators and 
six deputies, serves as the liaison body between the respective "Authorities of Application"
(Ministries) and Congress. Up to the time of our departure from Argentina, only the 
Senate had named its members, with the identification of deputies still to come. 

The institutional framework can best be viewed through the Ministry of Public Works and 
Services, which is responsible for the major privatizations. The MPWS has created a 
specific structure for the task of privatization. 

Reporting directly to the Minister, the MPWS has created the following organs: 

o 	 Honorary Advisory Council for Administrative Matters (MPWS Resolution 
No. 53/89). 

o 	 MPWS Resolution No. 88/89 creates: 

Consultative Council, with 12 members: six representatives from the 
business sector and six from the labor sector. 

Committee for Relations and Institutional Conflicts, with six members: 
one representative of the business sector, one from the labor sector, 
and four from the political parties. 
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Legal Committee, made up of members of the Honorary Advisory
Council for Administrative Matters and others to be designated by the 
Minister. 

Executive Committee, with three members: a lawyer (Oswaldo Pritz), 
an accountant (Alberto Anta), and an engineer (Mario Guaragna). 

Committee on Individual Conflicts, with three members. 

Committee on Registry Studies, made up of specialists to be named by 
the Minister. 

The responsibilities and functions of these Committees are detailed in Resolution No. 
88/89, which was issued the last day of our stay in Buenos Aires (see Annex 3). 

In additio i to these Committees, each unit to be privatized has a designated coordinator, 
as well as an intervenor. In the case of ENTel, the intervenor, Maria Julia Alsogaray, also 
acts as coordinator. Ing. Guaraga coordinates the privatization of the railroads, and Dr.
Barra serves as coordinator for the highway program. The coordinator for YPF (the oil 
company) had not yet been named. 

Having both a coordinator and an intervenor adds to an already highly complex 
superstructure. It reflects the uncertainty at the ministerial and secretarial level as to how 
to go about privatizing, and the concern that the people in the units to be privatized will 
not have the will or ability to carry it through without strict guidance. 

Overall coordination originally was to be provided by the Consultative Council which was 
to be presided over by President Menem himself, but it was later decided that it should be 
an organ within the MPWS and is no longer formalized. This means that each Ministry is 
pursuing its own course, with the different sectors under the same Ministry following
different plans. Since Cabinet and Ministry meetings are the only mechanisms for overall 
coordination, it seems to us there is a need for horizontal communication among sectors 
and between Ministries. 

3. Technical Framework 

The fundamentals of successful privatization include: (a) having a legal framework, (b)
having people in the government willing and able to privatize; and (c) having viable plans.
Since successful privatization has not yet occurred in Argentina, there is no local expertise 
to draw upon. Therefore, there is a basic need for knowledge of how to actually do 
privatizations. Those in charge need to be trained in the functions of their positions. This 
also includes understanding how to apply deregulation and the "Programa de Propiedad
Participada" (Program of Participative Ownership), which are major components of the 
effort. 
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There 	is a need to know what works and what does not work. The ideal would be to
examine comparable situations like those found in Chile, Spain and Mexico, as opposed to
the experiences of smaller countries like Honduras, or large industrialized countries such 
as Great Britain. There is also a neeu for more preparation and consensus on what the
problems are and how to solve them. For example, should an enterprise be sold "as is" or
should it be "reorganized?" "Reorganization" seems to be the favorite catchword of 
intervenors that want to preserve their jobs. 

All of 	this suggests a global need among those responsible for achieving privatization, to
develop and use a standard methodology, specific to their country, which can be applied
(with modifications) across the various sectors. This would provide the advantage of
utilizing a standard approach as opposed to ad hoc improvisation in each case. Moreover,
the various parties could then send consistent and not conflicting signals to the various
affected group. Right now, there are differing ideas not only as to methods but also as to
priorities. In one sector, the idea is to privatize the largesi and the most complex cases
first. In another sector a two 	step approach is planned: rapidly undertaking the easier 
cases, especially those already classified in Annex I of the law, while preparing the harder 
cases for the second stage of privatizations. 

There 	are certain needs particular to each sector or unit: 

o 	 Each of the major units to be privatized (the telephones, railroads, light 
company, oil sector, roads & harbors, etc.) has its own particularities due to 
dimension, condition, complexity, etc., and thus requires privatization training
in applying the methodology best suited to each specific case. 

o There is a need to know how to frame the employee stock ownership plans,
in order to implement the Program of Participatory Ownership. 

o As the 	MPWS shifts in function from an executing to a controlling entity, its 
new "Secretariat of Public Services" will need 	 to train staff to structure 
regulation on prices, and provision of services. One of the sections within 
this Secretariat will also need to train 10-15 persons to establish relations with
the users and to develop the accountability of both providers of service and 
user groups. 

o 	 Some Secretariats need training in how to handle bids and prepare contracts 
for public services, etc. The railroads, in particular, have a series of 6-8 bid 
packages. The highway program may have several more for contracting out 
the maintenance and operation of toll roads. 

o Not all Secretaries have the same understanding of the role of debt swaps in 
the privatization process. Some are opposed because they do not understand
how they can be used as an attraction for harder to sell cases and to bring
back flight capital. Some do not understand ttie important role that the 
Administration has assigned to this mechanism. 
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o 	 There is a need to understand how to bring capital markets into play so that 
a secondary market for shares is developed. The oil sector, with 37% of its
production already in private hands, may need to tap this market to raise that
figure to 50% or higher. Likewise, the Defense Ministry has a host of 
companies, many partly private, which might best be disposed of through the 
secondary market. 

o There is a need for training in valuation methods, especially within the Banco 
Nacional de Desarrollo (BANADE), which appears to be officially charged
with setting valuations for all SOEs. BANADE may also have special needs 
of its own in approaching the liquidation of its large, distressed portfolio. 

o 	 Finally, in employee administration, there is a need to know how to reassign
employees, and how to manage severance programs. 

4. 	 Sociopolitical Framework 

In the 	sociopolitical framework there are three main problem areas: 

a) 	 Resistance to privatization, which comes mainly from labor leauers of the 
government unions. Support from labor is crucial and the workers in the
entities being privatized must be encouraged to advocate the privatization
efforts. Resistance also comes from the private sector, primarily from
companies that contract with or provide services to the State. Likewise,
resistance can be noted at the level of the intervenors and in various pats of 
the Ministry of Defense. 

b) 	 Lack of comprehension. This is evident within labor, government and the 
private sector. The top level representatives from the different sectors appear
to be committed to obtaining positive results. It is not clear that this is also
the case among middle level employees. There is a need both for greater
understanding of the process as a development tool and of its political nature.
While the great majority of the public (including the workers) appears to 
support the process, there is still a need to educate the population at large. 

c) 	 Insufficient communication. The level of communication among all parties
involved in the privatization efforts is insufficient. The Consultative Council
might have provided the vehicle for intercommunication, at least within the 
government, but this function will no longer be provided since the Council 
now falls under the direction of the MPWS and not the President. 

Training could be used to address these problems by instructing a group of key people
about 	the overall process of privatization and their particular functions. Training could
also be used to educate the general public about the likely benefits they would receive
from the process, and about the absolute necessity for the government to follow through
with the plan. 

9
 



C. Conclusions 

The conclusions which can be drawn from these findings are that, even while recognizing
the limits of A.I.D.'s support, there are important needs that can be addressed through
training. Training is needed to develop methodologies that would facilitate the successful
iiiplementation of the privatization program. There is a need to delop a strateic
framework for action. There is both need and opportunity to develop a model to e
applied repeatedly at all levels of the bureaucracy and beyond. Also needed is direction,
coordination and intercommunication. The various committees need a clear sense of the
overall process. They also need to clearly define their respective roles. 

All parties involved in the decision-making, from both the private and the public sector, are
those most in need of training. These people include government Secretaries and Sub
secretaries, SOEs managers and intervenors, as well as private sector managers, labor
leaders, and others such as key academics and journalists. Assuming very limited A.I.D.
funding, these needs can best be attended to by bringing together a cross section of key
people in a participatory training format. In order to deal with the limited time frame, the 
program should commence immeiateTy-. 

Our conclusion is that these objectives can be accomplished thror ;h a two-phase seminar/
workshop program. The first phase, starting as soon as possi ,e,would be primarily to
impart information about the different privatization efforts underway in Argentina. In
addition, the Argentine experience would be placed within the context of the global
economy. Another goal of this phase would be to develop a common understanding of the 
program and its implications. Furthermore, the session would be used for planning the
second phase of the program. The second phase would be mainly participatory, in a
workshop environment, utilizing the case study method to discuss real situations that
explore obstacles encountered in the various privatization efforts. 

We have identified two leading institutions capable of developing the case studies material,
and that are willing to collaborate. The Institute of Senior Management Studies (IAE),
affiliated with Harvard Businelss School, already has privatization cases on file, ini-is
currently working on three studies for the oil sector. The Foundation for Latin American
Economic Research (FIEL) is the premier name in economic research in Argentina and
has particular expertise in deregulation. Also, we have identified a third institution, the
Center for University Studies (CUDES) that has suitable facilities for the seminars. 

The training programs would facilitate the development of a strategic framework for the
privatization plan. This would include a pragmatic step-by-step format that could be 
broadly applied. The trainees could become the trainers in future sessions, thus,
disseminating the elements of the strategic framework to the various entities involved in the 
process. 

We have also identified specific areas where Ambassador Todman, as-well as his staff, and
USIS, could '.e particularly helpful. In his regular meetings with local and foreign leaders,
the Ambassador can introduce key officials to business leaders to familiarize them with the 
program and at the same time clarify doubts about it. USIS can assist by sending technical 
experts toArgtina and offering training seminars in the U.S. for Argentine officials. 
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D. Recommendations 

As a result of our discussions with the different parties, we recommend a training program
divided in two phases: an initial seminar/roundtable in early December of this year (during
our final meeting in Tuenos Aires, December 5, 6, or 7 were mentioned as possible dates),
and a seminar/workshop in April 1990. The first event would be more theoretical, while
the second would be more practical, utilizing the case study method. The strategic
framework developed at the April seminar would then be applied to an Argentine case in 
progress as a practical task during the workshop. 

As a starting point, we recommend that the first event be a half-day conference aimed atanalyzing the current world environment and the growing trend toward free market
economies. It will also place Argentina's privatization process within that context. Theproceedings would be led by a known international figure, who would lecture and
participate in a roundtable or general discussion. A large group of persons interested inprivatization would be invited, and there might also be talks by one or more Ministers or,
better still, by President Menem himself. (The event proposed here would be different
from, and would complement, the privatization conference to be sponsored by the Institute 
for a Social Market Economy on November 14 to 17.) 

After the morning session, there would be a luncheon with the visiting lecturer andapproximately 40 key persons from the three Ministries already involved in privatization
(i.e., the Ministers themselves, Secretaries, Subsecretaries, and Advisors), intervenors, 
managers of SOEs, leaders of public service unions, high-ranking executives from the
private sector, etc. This luncheon would be the first gathering of those who are to be
invited to participate in the April seminar-workshop. The day after the initial conference,
a smaller group would meet to evaluate the program to date and to plan the next steps to
be taken. This group would become the "Organizing Committee" for the April seminar 
workshop. 

It was proposed that the international speaker be someone such as Paul Volker.
Ambassador Todman was to inquire if Mr. Volker or some other major figure might be
available. If not, the speaker might be an academic such as Mark Lindenberg of Harvard 
Business School. 

The month of April was chosen for the seminar workshop to allow time "orthe preparation
of the case studies to be used as the basis of the course. This would also allow time to
identify and commit the professors who would participate in the seminar. The idea is to
compile all available material on cases already underway, in Argentina, as well as Chile,
Spain and Mexico. It is possible that by April a significant body of data on the ENTel
experience, may be available. Dr. Zinn, the Advisor for ENTei's privatization, expressed
his interest in the seminar and assured us of his full cooperation in providing all available 
information. 

It is recommended that maximum use be made of local facilities, people and institutions,
and that FIEL and IAE work together to develop the program. We also recommend
utilization of CUDES' physical facilities. In addition, we recommend the establishment 
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of a follow-up mechanism so that seminar participants can continue to meet and conduct
cross-sector workshops similar to the one to be held in April. In this way, the group could
be expanded to include other key participants in the privatization process. 

We take this opportunity to express our appreciation for the enormous help provided bykey representatives of the MPWS, especially Dr. Emilio Fluixa, Senior Privatization
Advisor; Dr. Rodolfo Barra, Secretary of Public Works; and Ing. Mario Guaragna, memberof the Executive Committee and Advisor for the privatization of the railroads. In spite oftheir multiple responsibilities and busy work schedules, they provided maimumcooperation. The information which they shared and their help in identifying and providingaccess to many of the persons interviewed greatly facilitated the success of our mission. 

NOTE: The debriefing meeting in Buenos Aires was attended by Dr. Flufxa, Dr. Barra and
Ing. Guaragna from MPWS, as well as Bill Grant from the U.S. Embassy, and Peter Orrand Julia'eb(, t from the Regional AID office. It was agreed that, within about twoweeks after receiving this report, Peter Orr would see that the afore-mentioned
recommendations be converted into a proposal, making the :.ecessary administrative 
arrangements (probably through the Center for Privatization) to get this training program
underway. 
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PERSONS INTERVIEWED IN BUENOS AIRES 

PUBLIC SECTOR 

Dr. Emilio Fl-fxa, Senior Privatization Advisor, MPWS
 
Dr. Rodolfo Carlos Barra, Secretary of Public Works, MPWS
 
Dr. Julio C6sar Aroz, Secretary of Energy, MPWS
 
Ing. Eduardo R. Cevallo, Secretary of Public Services, MPWS
 
Ing. Nestor E. Ferrnndez, Subsecretary of Transport, MPWS
 
Ing. Mario J. Guaragna, Privatization Advisor, MPWS
 
Marcelo Matellanes, Advisor to the Sec. of Pub. Ser., MPWS
 

Dr. Rodolfo Alejandro Dfaz, Secretary of Labor, Ministry of Labor and Social Security 

Dr. Miguel Jos6 Cucchielli, Secretary for Defense Production, Ministry of Defense 

Rub6n A. Ciani, Section Chief, National Grain Board 

Dr. Ricardo Zinn, Advisor, ENTel 

CONGRESS 

Senator Eduardo Menem
 

PRIVATE SECTOR
 

Ing. Alfredo Alberto Romdn, President, Romdn Ingenierfa S.A.
 
Dr. Jorge Fernando Zapata, Vice Pres. & Gen. Manager, Romrn Ingenierfa S.A.
 

Ing. Oscar Anibal Vicente, Vice President, Prez Companc; President, PETROSUR S.A.;

President, Argentine Chamber of Petroleum Companies
 

Steven Darch, General Manager, Argentine Branch, The Morgan Bank
 

Ing. Vittorio Orsi, SADE and Business Advisory Council
 

Dr. Roberto Aleman, economist and .1atrepreneur
 

Arnaldo T. Musich, Director SIDERCA S.A.I.C.; President, Foundation for Latin American
 
Economic Research (FIEL)
 

Fernando J. Fragueiro, Deputy Director, Instituto for Senior Business Studies (IAE)

Marcelo Paladino, DBA, Study Director, IAE
 
Dr. Carlos H. Pujadas, Director, CUDES Institute for Research and Postgraduate
 
Studies
 



Ing. Alvaro Lufs Alsogaray, Vice Pres. & Director General, Institute for a Social Market 

Economy 

Sam Sommers, IESC Representative, Argentina 

Dr. Osvaldo V. Bernardi, President, Defense of Public Service users 

AMERICAN EMBASSY & A.I.D. 

Ambassador Terrence Todman 
William K. Grant, Second Secret; .y 

Peter R. Orr, Regional Representative, A.I.D. 
4Adia-Ceba l!, Assistant to the Regional Representative, A.I.D. 
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OPERATING DEFICITS OF THE LARGEST ARGENTINE SOEs (U.S.$) 

(annualized from June 1989 figures) 

YPF - petroleum $1.03 billion 

RAILROADS $500 million 

SEGBA - electricity $430 million 

GAS DEL ESTADO - gas distributor $410 million 

ENTEL - telephone service $395 million 

WATER & ELECTRICITY $330 million 

HIDRONOR - hydroelectricity $110 million 

ENCOTEL - postal service $77 million 

Source: New York Times, Monday, September 11, 1989 
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Exp. NO_________ 

-BUENOS AIRES, 	 1989 

VISTO, y 

CONSIDERANDO: 

Que, de 	 conformidad con lo dispuesto en el articuIo 13 de la Ley 23.696, li 
Autoridad de Aplicaci6n, a todos sus efectos, es el iMinisro en cuya jurisdicci6n se 
encuentra cada una de las entidades comprendidas en la Icy. 

Que corresponde precisar la estructura funcional mediante la cual se 
ejecutar-i, en las entidades dependientes del Ministerio, la normativa legal referida, 
en cuanto 	dispone ia Reforma del Estado. 

Que corresponde afectar los 6rganos del Ministerio, que ocuparin los distintos 
Comits 	v Comisiones de Trabajo para la Reforma del Estado, y proponer la participacifn 
de entidades no estatales sindicales y empresarias, a travs de sus genuinos 

representanres.
 
Que es conveniente la creac,3n ie los Comitds especificos 
 para li 

transformaci6n del Estado, cuyos miembros son nombrados v removidos, en su caso. por-el 
Ministro como Autoridad de Aplicaci6n.
 

Que debe conformarse on Comitd encargado de las Relaciones 
 y Conflictos 
Inscicucionaies. dado que el procedimienco ie aplicaci6n Lie It iev debe hacerse 
coordinadamence con estatales alta jerarquia politica e6rganos de institucional, corno 
,c son 'a Comisidn Bicameral, creada por el articulo 14 de La Lev 23.696. el Tribunal 
de Cuencas ie [a Naci6n, lia Sindicatura General tie Empresas Pblicas. los Ministerios 
de Economia v ie Trabajo y Seguridad Social, los Gobiernos Provinciales y 'MLn icipales y 
ocras entidades incermedias legalmente constituidas. como asi :mlnbian deben resotverse 
los conflictcs pecuniarios, administrativos, tarit'arios o de otra naturaleza, que 
puedan producirse en virtud de lI aplicaci6n de hli mencionada Icy. 

Que deben idearse mecanismos para instrumentar el Pacto Social, con li 
parricipaci6n organizada de instituciones legitirnas tie hi sociedad, que :ipt,ncalen li 
Revolucidn Productiva a travds del compromiso concertado entre trabijadores, 
empresarios y el Escado, controlando li ejecuci6n Lide li 1ev en el Jirea del Ministerio, 
para garantizar el cumplimiento de los objetivos perseguidos. 

Que para ello se instrumenta un Consejo Consultivo, canal adecuado pa'a surnar 
propuestas. compromisos y esfuerzos, alternativa institucional que permitiri ei disefio, 

4 eOitimaCi6n. tjecuci6n y control de las poifticas. 
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Que [a concertacifn triiahrtita entre trabajadores, empresarios v el Estado 
permitiri acordar compromisos que precisen metas v conductas. 

Que dentro de sus atribuciones. tendrdi especial relevancia la tijaci6n ie 
politicas y definiciones en la aplicacidn del Programa de Propiedad Participada, mdtodo 
que posibilita el acceso de los trabajadores a propiedad de dela sus fuentes trabajo,
garantizando la consistencia con el proceso de Reforma del Estado, encendido como 
democratizaci6n, permitendo los profundos cambios socio-economicos que persigue la 
Revoluci6n Productiva. 

Que mediante Resoluci6n N' 53/89 de esce Nfiniscerio se creb el Consejo Asesor 
1-onorario de Asuntos Adminisrrativos, cuya funci6n original debe ser ampliada,
ins.rtandose dicho organismo dentro de li estructura funcional creada por la presence 
Resoluci6n. 

Que el Comit6 Juridico, ademdis de elaborar provecros generales. debe ejercer 
un control sobre la legitimidad de los procedimientos de ejectcifn de la lev. 

ejecucion codasQue la de las politicas debe estar a de uncargo Comiti 
Ejecutivo. que loselabore provectos de actos administrativos de alcance general y
particular conducentes al logro de las privatizaciones dispuestas por la ley 23.696, en 
los plazos legales y reiamentarios. 

Que el Comrt de Conflictos Individuales, tcendr , caricter consultivo respecto 
de los 6rganos decisorios que surgen de [a Reglamentaci6n de la precirada ley.

Que Ia complejidad de la siruacidn registral de los bienes cuvo dominio, uso a 
gestidn corresponde a este Mfinisterio. organismos enidadesv dependientes, genera
nccesidad de el deconstituir Comiie Esrudios Registraies. que analizari v vlevarii un 
dictamen sobre su situacji n, desde el puno de vista notarial. 

Que finalmente la ejecuci6n de las concesianes de obra pfiblica por este 
Ministerio exig-e Ia deierminaci6n de Ios 6rgzatus competentes, para ejercer las 
atribuciones exigidas por las distinras fases del procedimiento que sc explicitan en It 
Resoluci6n. 

Que el suscripro se encuentra facultado para dictar AI presence a,:to ell virtUd 
de 10 dispuesto en la ley 23.696 de Reforma del Estado v Privatizaciones. 

Por ello, 

EL N'INISTRO DE OBR.AS Y SERVICIOS PUBLICOS 

RESUELVE: 

ARTICULO 1i: Disp6nese la ejecucidn de La Reforma del Estado, dispuesta por li Ley 

li 
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23.696 en el imbito de las e-itidades dependientes de este Ministerio, a trav~s de la 
Organizaci6n Funcional que se establece mediante la presente Resolucidn, para las ireas 
de competencia que en cada caso indicard el Ministerio de Obras y Servicios Pcblicos. 
ARTICULO 2 Q: Crease con dependencia directa del Ministro, los siguientes 6rganos 
colegiados: 

a) Consejo Consultivo; 

b) Comitd de Relaciones y Conflictos Institucionales; 

c) Comit6 Juridico; 

d) Comitd Ejecutivo; 

e) Comits de Conflictos Individuales y
 

f) Comitd de Estudios Registrales.
 
El Ministro, 
 en su caricter de Autoridad de Apticaci6n, a todos los "efectos de 

la Ley 23.696, designa y remueve en su caso los miembros de los mencionados Comirns. 
Asimismo podrd delegar, en los t~rminos de las leyes 19.549 y 23.696, en los 
Secretarios de Estado las comperencias y atribuciones conferidas por la Ley para [a 
Reconversi6n del Estado. 
ARTICULO 3Q: Consejo Consultivo: Seri presidido por el NMinistro e integrado por otros 
doce miembros, a saber: seis (6) representantes del sector empresario v seis (6) 
representantes del sector sindical. Este Consejo seri nsistido por dos (2) Secrecarios 
Permanenres que reemplazarin al Ministro enIa Presidencia del mismo. 

El Conseio Consultivo tendril his siguientes atribuciones: 
a) Ejercer competencia consultiva en lia tijaci6n de politicas, prioridades e 

inversiones para los procesos de refor.a del Estado previstos en la 1ev. 
b) Entablar relaci6n con empresarios productores de bienes v servicios para 

asegurar su participaci6n en los procesos de reforma del Estado. 
c) Proponer los tipos de sujetos alquirCnets V proporci6n de capital 

accionario en cada Prograrna de Propiedad Participada; 
d) Dictaminar sobre las polfticas de protecci6n del empleo v situaci6n 

laboral, amparo de instituciones legales, convencionales y administrativas del derecho 
de trabajo, encuadramienco sindical, derechos y obligaciones en materia previsional v 
de Obra Social, conforme lo dispuesto en los" articulos 41 y siguientes de li Lev 
23.696; 

e) Asesorar sobre los requerimientos de Consultoras u ocros servicios de 
terceros necesarios para asegurar el cumplimiento de la Ley 23.696. su decreto 
reglamentario y los decrecos planes especificos; 

f) Difundir en el exterior los procesos de privatizaci6n en los que se recurra 



a licitaci6n o concurso internacional;
 
') Obser'ar la marcha 
 concreta de cada uno de los procesos Lie privatizacion y 

emitir informe mensual de evaluaci6fi tdcnica sobre La misma; 
h) Requerir toda informaci6n que estime necesaria al Comit6 Ejecutivo.r 

ARTIcULO 4Q: deComit6 Relaciones v Conflictos Institucionales: Serdi presidido por el 
Miristro de Obras y Servicios P6blicos e integrado por otros seis (6) miembros, a 
saber: un (1) representante del sector empresario v un (1) representante del sector 
sindical, v cuarro (4) representantes de los partidos politicos. Este Comit6 serli 
asistido por dos Secretarios Permanentes. 

El Comit6 de Reaciones v Conflictos Institucionales tendrzi las siguientes 
atribuciones:
 

a) Informar permanentemente a la Comisidn 
 Bicameral creada por el articulo 14 
de la lev 23.696 sobre los avances de los procedimientos de privatizaci6n, evacuando 
sus requerirniencos facilitandoy su labor en lo concerniente al iimbito de este 
Nfinisterio: 

b) Propiciar la realizaci16n de deliberaciones conjuntas Lie la Comisi6in 
Bicameral mencionada. con los demis Comitds;
 

c) Informar al Tribunal 
 de Cuentas de la Nacidn %a la Sindicatura de Empresas 
Pfiblicas. asegurando su intervencifn previa a la formalizacidn de is contrataciones 
previstas en los articulos 17, 18 y 19 de la Ley 23.696; 

d) Requerir al Nfinisierio de Economia Is pautas a aplicar en cada tasaci6n 
previa. contorme at articulo 19 de la Ley 23.696; 

e) Solicitar al Ministerio de Economia Ids ;Idecuaciones presup)uestaLriais que 
efectuar en tie:sea meneter los casos transformacitn v creacin tie Mtes. ellpl'esas V 

sociedades: 
t) Dar intervencidn al .linisteriO Lie Trabajo v Seguritlad Social en los CaSOS 

en que se aplique el Programa de Propiedad ParticipaLi. previsto en el Capitulo III tic 
la Ley 23.696: 

,') Consultar con la Secretaria Legal v Tdcnica Lie la Presidencia Lie hi Naciln 
los anteproyectos y proveccos que elabore el Comit6 Ejecutivo: 

h) Dar intervencidn a los gobiernos provinciies, invitaindolos ad dlesicnar Un 
represenance. en los casos en que la empresa sujeta a iprivartizacitin ttivierai su 
principal asencamiento v ,irea de influencia en terriorio provincial. representante 
que actuard frente a todos los 6rganos creados en esta Resoluci6n; 

i) Coordinar v concertar loscon gobiernos provinciales, municipales, y
( cooperativas de usuarios, consorcios, asociaciones vecinales u otras entidades 
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intermedias legalmente constituidas,'los convenias de ransterencja para i explatacidn 

de obras vser 'iciosp blicos; 

j) Asesorar a los drganos decisorios para li resoluci6n de los conflictos 
pecuniarios, administrarivos, tarifarios o de otra naturaleza que puedan producirse envirtud de la aplicaci6n de la Ley 23.696, entre este Ninisterio o las entidades de I 
dependiences con otras dependencias Nacionales, las provincias losy/o municipias
afectadas por [as disposiciones legales. tal estudiariiA fin los temas sometidos a
dictamen bajo aspectoslos juridicos. econ6micos y tecnicos produciendo un int'orme que 
elevari al Ministro, previa intervenci6n del Secrecario competence. 
ARTICULO 50: Comit6 Jurfdico: Estard integrado miembrospor los del Consejo Asesor 
Honorario de Asuntos Adminiscrativos creado por Resoluci6n MVIOSP NO y53/89 demis
miembros que a ese fin especffico designe el NMinistro. Seri presidido por el Asesor que 
designe la Autoridad de Aplicacion. 

El Comit: Juridico tendri las siguientes atribuciones:
 
a) Provectar el r6imen normativo 
 que deba elaborarse para Uevar adelante la

mzis pronta ejecucidn. en el dmbito de este .M4iniscerio, de la Reforma del Estado. 
dispuesta por Ley 23.696; 

b) Evacuar los informes clue en cada caso solicite ha Autoridad de Aplicacibn,
sobre los proyecros elaborados por las discincas Comisiones cuncretas de Trabajo. 
indicando en su caso las modificaciones pertinentes: 

c) Provectar en el cermino de novenca (90) dias los nuevos regimenes legales
de Concracaciones Pi~blicas v de Empresas Ptiblicas. con apovo Secretariael de la de
 
Obras Pliblicas v la Subsecretaria Lie 
 Politicas v Leuislaci6n: 

LI) Provectar los Estatutos y Regamencos cipos de !as Empresas Piblicas. 
ARTICULO 6U: Comite Elecutivo: Escari integrado por cres (3) miembros v seri asistido 
por dos (2) secrecarios permanences. 

Tendrli las siguientes atribuciones:
 
a) Elaharar los anceprovectos de Decret,' de Dectaracidn 
 de "sujeca a 

privatizacidn" de nuevas entidades: 
b) Elaborar los anteproVecIos de Decrtco P'an a aplicar ell cada u110 de ls 

procesos Lie privatizaci6n: 
c) Proveciar la ranstormaci6n de hi CipicU .idjuridica t Ences. Empresas v 

Sociedades, la creacidn de nuevas Empresas y sus escacucos org:inicus: 
d) Realizar [os escudios relacivos ,i mancenimiento, eliminacidn o
 

modificacidn de privdegios cidusulasy/o monopdlicas. contorme al arciculo 10 de la 
.Ley23.596; 

'1/
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e) Propiciar las alternati his de procedirniento tie entre las previstas en el 

articulo 15 de la Ley 23.696 que se aplicarzin en cada proceso de privatizaci6n: 

0 Impuisar de inmediato v de oticio todos los procedimientos de privatizaci6n 
en ei zirea del NMinisterio de Obras v Servicios PCblicos; 

g) Proponer la modalidad mediante 1a cual se materializari lit privatizacidn te 
entre las legisladas en el articulo 17 de la Ley 23.696; 

h) Proponer el procedimiento de selecci6n v contrataci6n que se seguirli en 
cada trimice de privatizicin, conforme con lo estabiecido en el articulo 18 de lh Ley 
23.696; 

i) Coordinar li redacci6n de los pliegos de bases y condiciones g-n eraies y 
particulares v tramitar el procedimiento de selecci6n, proponiendo la adjudicaci6n en 
el mismo; 

j) Diri(iIr y coordinar ha labor Lie las Comisiones tie Trabajo en cada proceso 

de privaizaci6n; 
k) Proponer al Nlinistro li desiuinaci6n tie las Comisiones de Trabajo

respectivas. como asi tambi~n Ia contraaci6n de los asesores, especialistas, 

consultores y expertos; 
1) Coordinar v supervisar los procesos de privatizaci6n de la medici6n. 

liquidaci6n. facturaci6n v cobro ie los servicios prestados por Servicios Eldctricos 
del Gran Buenos Aires. Gas del Estado S.E., Obris Sinitarias ti lhi Nzci6n S.E.. venta 
de pasajes tie Ferrocarriles Argentinos v ,enta tie lubricantes por Yacimientos 

Petroliferos Fiscales S.E.. 
ARTICULO 72: Comit de Conflictos IndividuIles: Sin perjuicio de [o que establezca li 
redamentaci6n de la Lev 23.696 v a los fines tie asesorar it los 6ruanos decisorius, 
crease el Comitd tie Conflictos Individuales, compuesto por tres (3) miembros asiscidos 

por un Secretario Permanente, con competencia consultiva, para ha resoiuci6n tie los 
conflictos judiciales V/a administrativOs que jUedin producirse en virtud tie I', 
aplicacidn tie la mencionada ley, entre tste NI inisterio 0 his enticiades te dl 
dependientes y cuailuJier persona isica a juritica al'ectatda por las tlisposicione 
legales. A tai fin, escudiani los tem'as soneItios aI su dictumen. bajo los aspectos 
juridicos, econdmicos y tecnicos, produciendo un intorme que clevani al N'iniscro, por 
conducto del Secretario competente. 

ARTICULO S: CoinIrI tie Estudios Re,istrales: El mismo estari integrado par los 
especiai:stas que designe el Ministro y tendrdi camo funcidn el estudio desde ei punto 
de visa notarial, tie hi sitiaci6n de los inmuebles de esce Miniscerio, sus organismos 
yzy entidades dependientes, a los fines de I privatizaci6n en los terminos del 

AI i'/ 
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artfculo 61 de la Ley 23.697. 
ARTICULO 9Q: Or-anizaci6n funcional para las concesiones: El procedimiento para el 
otorgamiento de concesiones de "obra ptiblica seri establecido a concinuaci6n, con hi 
intervencidn de los 6rganos que en cada caso se indican: 

a) La Secre:aria de Obras Piblicas propondr.i a la aprobaci6n del Ministro, el 
pliego de condiciones generales para la licitaci6n de obras pCiblicas por concesi6n, con 
excepci6n del previsto en el Decreto NQ 823/89, el clue se tramitard segtn los trminos 
del mencionado decreto.
 

b) La Secretaria de 
 Obras Pblicas aprobar, los pliegos de condiciones 
particulares y demas documentaci6n tdcnica y legal relativa a cada contrataci6n en 
concreto. A tal fin, podrA requerir informaci6n que estime menester. 

c) La Secretaria de Obras Ptiblicas decidiri. de oficio o por iniciativa del 
6rgano o ente concedente, el lamado para la presentacidn de otertas en cualquiera de 
los procedimientos previstos en la Ley 17.520, con las modificaciones introducidas por 
su similar 23.696. con incervenci6n de la Secretaria de Coordinacion v Planificaci6n v 
de la Secretaria en cuya jurisdicci6n se encuentre [a obra a conceder. Asimismo, 
decidiri la convocatoria o mejora de ofercas prevista en el inciso c) del arciculo 4
de la Ley 17.520, modi ficado por la Ley 23.696. 

d) En todos los casos. los procedimientos de seleccibn tramitarin -hasLa hi 
preadiudicaci6n inclusive- ;inte el 6rgano o ente concedente. 

e) La Secretaria Lie Obras P6blicas prealdjudicari/adjudicari !is concesiones d;e 
obra pcblica. ad referendum del ,linistro. quien en su caso. soliciarA ai Poder 
Ejecutivo su aprobacin median'e Decretlo. contorme a Io dispuesto --n el Arcicula [' ie 
la Ley 17.520, moditicado por el Articulo 5S de la Lev 23.696. 

f) Li Secretaria Lie Obras P6blicas tomari inrervencidn en los procedimiencos 
para Ia concesi6n de obras pciblicas originados por iniciativa priv'1da a los efeccos de 
su calificacidn de interns p~blico, conjuntamente con la Secreraria de Caardinaci~n v 
Planificzicidn y la Secrecaria en cuya jurisdiccidn se encuencre Ia cbra a condeder. Las 
inicUiaias privadas se presentaran ante la Secrecaria Lie Obras PCiblicas v trrricarmin 

conforme a las normas precedencemente establecidas. 
ARTICULO 10: La presente organizacidn funcional para la Retorma del EstadLo no 
dernandarfi aumenco alguno de la planta ie personal. Todas las designaciones recaeran en 
funcionarios ptiblicos de las plantas de personal aprobadas para e! .linisterio. a los 
que se les encomendarzin estas competencias como exrensidn de sus servicios o en 

/ sustituci6n temporaria de las competencias clue esten cumptiendo acrualmence. Los 
miembros designados en representacidn de los sectores empresarios v sindicales. lo 



serdin con caricter ad honorem.
 

ARTICULO 11: Comuniquese a la Comisi6n Bicameral creada por el articulo 14 de ha Ley
 

23.696.
 

ARTICULO 120: Registrese, comuniquese y archivese.
 

Resolucidn MOSP NQ 88-89o-

DR. JOSE ROBERTO DROMI
 
MINISTRO OE OBRAS Y 3IRVICIOS PUICO3
 


