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PRIVATIZATION ASSESSMENT
SUMMARY

A. GQVERVIEW

Fully one gquarter of the monetization of the fiscal deficit (s attributable to the state
cnerprises and it is clear that reform of the enterprises is a matter of urgency. Many
of the enterprises can only be resurrected with vast infusions of capital and know-how.
The alternatives available for raizing capital other than by privatization, namely
taxation, borrowing or inflationary deficits, will clearly be unacceptable.

Fundamental to the conduct of a successful privatization program is political will and
resoluteness., The Arisdde administration raportedly beilleves that private sector
involvement in the state enterprigses is critical and that the population will be
supportive of privatization respansibly carried out.

B. PROPOSED STRATEGY

Due to the inadequate informaton about the present conditions of the enterprises it is
not passidle for potential investors to justify investment decisions nor for the
Constitutional Govarnment. to establish the worth of the enterprises. Therefore, no
meaningful work can be commenced immediately to privatize through mechanisms
invelving ownership, hcwaver contractng out is a mechanism that can be put into
effoct at an early date.

Thus the short term plan is to prepare maragement contracts {n respect of enterprises
where massive additipnal capital is not a prarequisite to continued or restarted
operations and {0 have plang capablse of early implementation which will facilitate
privatization thwrough changes in ownership. The short-term plan can be followed by a
medium-term privatization pregram whers core investors are found for some of the
enterprises with the Government reteining some of the sharus for the accomplishment of
anothexr goal, public share offers to involve a large number of citizens in the
mainstrezim economy.

C. PRIORITY PROGRAM ASSISTANCE AND IMPLEMENTATION ISSUES

1. Preparation of bid documentis for management contracts and pogsible assistance in
evaluadon of blds and negotiations.

2. lwsgal and institutional study of state enterprise sector.
3. ' Planning a monitoring unit.

4. Devaloping industry and regulatory framework for electricity, telecommunications
and water.

5. Developing industry and regulatory framework for the financial sector, particularly
commercial banking.

6. Developing a fair Competition Act.
7. Developing a privatization policy.

(This, it can be said iz nearly complete. It remains for the institutiomal
arrangements to be decided and for the technical skills to operata tha program to
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ba identifieq. )
8. Dasveloping a plan for the strengthening of the capital markets

D. MEDIUM-TERM ASSISTANCE

9. Establishing the public enterprise monitoring unit.
10. On-going technical assistance in privatization in accordance with the J:aucy.
11. Establishing capital market mechanisms.

12. In addition to tachnical asgistance, oconsideration might be given encouraging
the speedy infusion of capital and the latar broadening and dee g of the local
market, by a risk sharing device. In such a case an intermational ding agency
would guarantes, say, 50% of the fuuds invested in a privatization [schema by the
private sector.
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PRIVATIZATION ASSESSMENT
A. OVERVIEW

There have been a number of studies conceming the Public Enterprises in Haiti which
have concluded that the economic cost of these enterprises is enormoud and that they
are not achieving useful social purposes. The main cause of their failure has been

attributed to corruption, reputed to have been the purpose of their establishment
under the Duvaller regime, and poor management. The Aristide adrn ation brought
the entarprises undar batter control and some enterprises once a became net

contributors to the figcal budget. With 15% of thae GDP baing rep ted by bank
accrmmodation to tha puhblic sactor (ona quarter of wilch or 4% of GDP applicahle to
state enterprigses), and with the increaga in nat borrowings by thae state enterprises in
tha lagt 12 months from the central bank alone being 350 milllon Go , it 18 clear
that reform cf the anterprises ig of paramount importance and a matter of urgency.

Given the gtata of soma of the entarprises, they can only be with vast
infuaions of capital and know-how. The altarnatives available for raising capital cther
than by privatization, namely taxation, horrowing or inflaionary deficits, will clearly
be unacceptable. Privatization thus offers a solution that does not ml;u.i.m a call on
the troasury or other sacrifices by tha public. Privatization can a.leq achieva other
objectives which will be beneficial to the country.

Fundamantal to the conduct of a successful privatzation progzam iz p
resoluteness. Haltan politclans state that the meain concern of the ple is to gain

accesg to an adequata supply of goods and services at reasonable | However,
the paliticlang themsalvas faar that state enterprises will, in the gvent privatization,
fall into the hands of the few families that have traditionally con the ecxnomy.
The Aristide administration membarg with whom we met baliava taat, their present

gtate, tha enterprises cannot again ba quickly turned around in a way <simflar to the
turnaround which tuok place during thelr short administration, by government alone.
It i maintained by themn that private sector invalvement in the state en rises is sean
a9 being critical by the top lgvels of the Arictide government.

As far as the population at large i8 concernad, nationalization of enterprises
achieved nothing posiive and, sinca the trancofar of the enterprises the private
sector to the state was done relatively recently, state ownership is g9en ag the
natnral state of affairs. .

Neverthelsss therse will be a nesd to ensure that the program is a by the puhlic

at large as being wall conceived and thet it will ba carried out with inpegrity to mest
sound objectives. A paolicy should ba formulated by Government which! should congist
of three main elements: (1) the objectives of privatization (1) criteria for
dstormining the aligibllity of enterprises for privatization and (iii) institutional
arrangements and technical procsdures to ba fallowed in formulating| and exaecuting
trangcactiong. Thasa are further discusecd below.

Sone of the mere important entsrprigeq are:

Tealsco, which provides domegtic and intarmatinnal tealephone servies. demand for
eervice is estimated to be 96,000 lineg by 1994, there ic now only; a 59,000 ling
capacity. To msst the shortfall along, a capitsl program of US$37 ig indicstad
but thare will also be a massive additional capital expenditure t to
rahabilitata and modarniza the existing system. Many buginessas now resort to

two way radios for communications. The Centrsl Bank owns mogt of shares in the
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company and buys the nat estilaments earned by Teleco from internatichal traffic. At
March 1993, Teleco owed the central bank 126 millian Gourdes, a 103 million Gds
daterioration in the past 18 montha, in part due to the current freeze of the company's
US assets. The company's work force is at least three times the optimal size compared
to other telephone systems.

EDH, the electricity supplier, does not have the operational capaut to adequately
supply the needs of the country and the supply is unreliable. Businegses are forced
to purchase standby equipment and cite the energy shortfall as their imost important
complaint. The output from hydro is projected to declina over the nexr few years.
There is a sharifall of about 40 to 80 Mw. at presant, sorz of which hag resulted from
a lack of adequate mzintenance of gxist'ng facilities. EDH's overdraft with the central
bank dateriorated by 48 million Gds in the 18 months to March 1993. Tha company has
distribution line lesses of 50% to 60% fron: theft.

APN, ths Port Authority, is vastly overstaffed and labor practices e inefficient,
Much of the egquipment is obsolets or not functional Dbecaune of ¢annibalisation.
Contraband i rampant and some very large customers do not pay theair bhills. The
wharfage charges in Haiti are the highest in the Caribbean and Centzhl America and
ingfficiont practices increase dsemurrage coats. APN's net acoommodation from the

cantral bank hae increased in the lagt 12 months by 104 million Gourdes,

Minoterie, the 135,000 metric ton flour milling facility, was finally cloged In January
1992. 1If it is again abls to acoess PL48) raw maverials and rehabilitate|and modernize
its factlities it is expected that profitable operations could be achiaved.

Cimant, the Cement Company is not now in production. It has pmducnld 240,000 tons
of clinker and 430,000 tons of cement. Since its closure, somawhat syrprisingly, its
overdraft with the central bank increasad by soma 44 milion Gds. An estmate of
rahabilitation coste 18 USS7.7 mn.

BNC, the state owned commercisl bank shows profitz and net assets, bulf the quality of
the tinancial statements is suspect particularly in regard to loan logses.

Other stata ontarpriccs are the two water corganizations (CAMEP anfi SNEP which
provide water for Port Au Prince and the rural areas respectively),| an edible ail
facility which hss been clossd, a sugar refinery, automobile insurance, agricultural
credit bank, a lottery, television and radio strtions, the sirport and othars. Of these,
CAMEP hag received 28 million Gouxdes frow the cemtral bank in thée past year and,
inexplicably, BNDAI (the agricultural credit bank) has boen given 107 [million in that
period although it is supposedly cloged.

Given the dangercus macroeconomic consequences of a continuance of this state of
affairs, there is need for short term corrective measures to be ready and implementahle
immediately on the return of a consttutional government. At the sgme Hime work

should also kegin to put in place a longer term program of refarm.
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B. PROPOSED STRATEGY

Reforme ugually coma abcut by encouraging more commercial operations (i) undex
continued gtate ownarship or (i) under private ownership. Giv the peculiar
circumstancas of Haitd, {t will be impossible for potential investors to ify investment

Government to establigh tha worth of the enterprises in order to fulfill| their fiduciary
responsibility to maximise the price at the tme of sale. Thsrefora, no mes gful work
can be commenced to privatiza by sgale or leasa any of the individual pnterprises nor
can it be expected that any such investment activity will take place fog
year after access to information is finally poeathle. However contrscting out ig a
mechaniam that can be put into effect at an early date following 4

constitutional government.

the large entarprises. In some countrigs a “reckless® etart hag causg
programs to be aborted.

Thus any short term plar for reform involving the private sector can
masagement contzacts, and then only in respect of those few enterprised where massive
additional capitsi i not a prerequisite to continued or restarteQ opers
short-term plan can be followed by a medium-term privatismation prog

cheshuu for the accomplishment of another goal, public share : to invalve a
large number of citizens in the mainstream economy.

C. PRIQRITY PROGRAM ASSISTANCE AND IMPLEMENTATION ISBUES

It is anvisagad that thees may ba commanced - immediataly and hopge
completed by the tima of a restoration of consttutional governmant. I
shorttermnnasumamphnMngmpcwmchwmmtheCmsutuﬂo
t0 act quickly on restoration to implament the measures. The measures

rastoration. The enterprises which lend themselves tn a contract
prior to privatizaton would be:

o EDH, in respect of generation.

Thera is a dire need for adaquate maintenance, sound procurement and
inventory management, degpatch and rstional load chedding. . Although
ltisdoubt!ulthatacmtrmwuldbowuungtntakacnthetaekot
‘Callacting from thogse who are now stealing electricity) tns level of
-tachnical line losses can be reduced by a contractor.
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© The Port Authority, in respect of operations

Provided that some accommodation with the union
management contractor should be ahle to restore
operatons. Again, it is not reasonable to supposa
will be prepared to take on the task of Callecting receiva
the probable physical dangar of doing eo.

o The international atrporct

This would perhaps be the easiact
There are a numbgr of exparienced operators in the field

¢ Minoteria, Ciment and edibie oilg

Becauee these are cloged and access to information about
to obtain, and because in all thres caszes

it appears ifh

s posgible, a

ient handliing
t a contractor
because of

activity to coxitmqt out quickly.

them is harder
at significant

rehahilitation work is required, a management contract alone without

funding will not pressnt a salution. Neavartheless ini

interest should be solcited, perhaps without the prepara
document. There is in fact active interest in the ecdihle
already.

The solicitations for contractors should ba intarnational,
contracts jg that they provide operators with the op
tha entarpriseg ana
potential investors.

Assesging the Mgal and institutional framework

Congideration can be givan to the framework currently governing the
that amendments to laws can be drafted, and ready for enactment upon
mmmmwmmmmmkmhmmbemm:
enterpriseq. Such inhibiting factors could includs the incorporating |
appropriatensss of the arms of government that own them,

» Wage and employmunt rules and structural deficiencias of
mechaniem,

Present compensation practices do not necessarily reward regponsibility aj
because the assessment is poltical. Overgight hy the Cour Superisy
(which iz established under tha Constitution) has proven to be coun
gince it must approve varicus commaercial actg prior to their ooccurranc

An advantage
to

axpressions of
of a formal
alls enterprisa

of management
familiar with

tha anvironmgnt and thug at a later gtage they may become

enterprises so
restoration, to
y atate owned
ton, the

mathodq of appointing

the oversight

hd parformance
r aes Comptes
bar-productive,
%, even to the
vehicleg. The

extant af prior approval being required to dispose of individual motor
n des Financkes Publiqueg, a ctanding parliamantary

have adequata post-facto overgight authority.

of the Consttution, any change in its pature ar its abolition will be

The study should algo result in recommendationg concerning the

anﬁmtbﬂnmdpdvaﬁaﬁonh!dnqtnﬁommt
refarred to later in this paper.
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Planning for a monitoring unit

In order for the Government to take contral of the enterprises prior privatization,
work should commence on the design of a public enterprise monitoring [System for all
state enterprises s0 that it is ready for implementation on the restoration. This system
should embrace the definition of performance indicators applicable to dach enterprise
and the preparation of a compensation system that rewards managers, i
parformance contracts, and the information system that will measure su

privatization. The ingtitutional arrangements and the funding for tha o
unit can also be sat up so as to be implamantad quickly.

Development of a regulatory framework to deal with monopalies and industries

This is perhaps the most substantive of the short-term measures reco ded. Work
can comnance immediately to design an industry and regulatory framework for tha
utilities, namely aloectricity, telephone and watar, Not only will the framework promote
more commercial behavior by the utilities, it will be essential to | facilitate later
privatization.

Tha study would rsecommend whether some of the enttss should |be split (eg.
aelectricity generation, transmission and distributHon or the a and the
internaticnal telephone systems) and how they should be regulated gg: instttutons,

parformance standards and rate-making). Depending on when restora takes placm,
it might ba poesible for the immediate presantution of legislative pro to install the
framawork.

As part of thig exarcise, propoeals can be formulated for a fair trading act or fair
competition act 50 as to establish safeguards in respect of non-utility ehterprises that
may be privatizad and which, like cament and flour, ore defacto polies. Free
imports can, of course, ensure competition but it may ba necessary to design a system
for countarvailing duties to deal with dumping.

The regulation of Hnancial institutions including banke should also be the subject of a
study so that soon after restoration new meas“res can be put into eff¢ct. This will
facilitate the privatization of state~owned banks.

Development of a privatizaton palicy

During the mission we digcussed a possibla framework with of tha
Congtitutional Governmant which covared tha objoctives of priva and the
ingtitutional and operational aspocts of the process. Thig now nee to be taken
furthor wo that an agreed palicy is put into offect ag soon a8 possible restoration.

Developing a plan for the capital markat

At prasent the capital mariet is primitive. A plan of action can degigned for
implementation following the rustoration. Savers now earn negative in and have
no real option gince banks do not offer local accounts denominated injhard currency
and there is no equity market. Tha few local equity offers that have made have
bunmnau(uwhrgwtbdngmvswmmon)andmmuumbotdappncantsw
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far is 320. Whilst it is poesible to have a widespread share offer absent a stock
market, some provisions should be made to facilitate trading proor to daing a
widespread privatization share offer.

D. MEDIUM-TERM ASSISTANCE

Fallowing restoration, the above short-term plang should bo implamented ,without delay,
narticularly the management contracts. Though the accomplighment privatization
transactions requiring investment cannot be expected to be swift, so one—an-one
transactions with core investors ¢an algo be commenced in the early medi term. Hait
hag a very unsophisticated capital market and an unstable polilical history, which will
combine to make the attracton of large local and foreign investment Very difficult.
Nevertheless a privatization program should be announced accompanied policy datails
a8 soon as possible after the restoration, or eéven prior thereto as part a manifesto,
depending on political conditions at the time. In considering the means fmplementing
privatizaton invalving investment (as opposed to a management con ) we took into
account saeveral factors and views which are discussed below,

Legal authority for privatizaton

It appears that La Cour Superiar des Comptas which is establiched under; Article 200 of
the Congtitution must be invaolved in the process. Article 200-4 i.ndq:awe that the
Court must ba consulted on all projects, contrecta, accords and conwmﬁﬁm which have
a commercial or financial characteristic to which the gtata ig a party.!. The Court's
Mmembers are appalnted by the Senate and have a 10-year term. In the past it hag
been used for obetruction instead of fulfilling a "checks and balance® furction and this
would present a eorious bottlaneck in the privatization process.

In addition, Article 98 -3 3), which requires the Natonal Asgambly to approve or reject
all inteznational treaties and conventions, has been used to require p pproval of a
commercial contract involving Club Med's operation in Haitd, even th gh a literal
reading of the articla indicates that treaties and conventiong such bilateral tax
agreements or airline safsty conventicns were the intended subject. he precedent
having been set, it is likely that privatizaton transactions will be corsidered to be
caught by this articla. This would ba unworkable.

It has been suggested that a general law concerning privatization w sets out the
abjectives, institutional arrangements and mothods could, if passed, o ta the need
for tha Cour Superieur des Comptes or the Naticnal Assembly to vet transaction -
- however we are not convinced that this would be the ceee. This ig eason
for there to ba a tharough asgegsment of the usefiiness, thaeoraetical and practical, of
the Cour, in the legal and ipgtitutional study recommanded as one of e short-term
measures. Legul advice as to how to deal with the unfortunate preced t set by the
interpxetation of Articls 98-3 3) iz aleo nesded.

We sea the virtve of a privatization law which sets out broad objectives and
procadures, as long as it is not prescriptive in terms of percentages (say for employes

ownarship or ownership limitations), abeclutes (such as the maximum allowed for
franchises or lcances) or mathods. Generally more flexibility could provided by
another instrument, like a Miniatry Paper, sinca thers would be no x t for a

parliamentary majority to effect amendments when nsedsd from time to .

Regardless of whether the Court or the National Asoembly must be irjvalved in the
process on esch and every occasion, or whether a law or some other instiument is used
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to eatablish the privatization program, there are basic features which should exist in
the institutional framewark and operating rules to promote confidence in the process
whilst not being unduly obstructive. :

Privatization palicy ,
The first step should be for the Govermment to formulate a palicy which in turn will
provide the guidelines for drafting any legal instrument on privatization. Though the
word "privatization® has bean used throughout this documsnt for convenignee, we were
advised that tha term “divercification* (of owmnezship) will be more acceptablea. The
Aristide administration officlals with whom we moet dany that the semantics indicate a
lack of commitment, painting to tha fact that the word "float" ingtaad «f "davaluation"
was used in relation to the reform of the foreign exchange systam. Tha word
"privatization”, given the current sensitivities in Haitd, connotes the transfer of
ownership to the existing aligaxchy whilst the intention ig to provide ownership
opportunities to a broader, more diverse, base. !

{

]

Objectives I

During the mission we worked clossly with some members of the A::ist(de: adminigstration
to formulate what might be acceptable as the main objectives of a pn'vadpat:ion program
in Haiti. In relation to the policy, it can be stated that no privatlzattonlmn take place
unless it achieves ona or more of the fallowing objectves: 1

o Improve the general efficiency of the economy |
|

If enterprises ara restored to operations thera will be an increased
supply of goods and services and, if entorprises am! managed with
bettar technalogy and along commarcial ingtead of political lines, prices
should be competitive. |

!
o Curtail the drain on Governmynt resources :

The enterprises currently make losses which are now 4 for by the
pacple through tax and inflaion. Even enterprises that may have made
profits are nevertheless not achieving thuir potantial and not providing
an adequata rate of return on resources devoted to then by the stata.
Under private ownership, enterprises will be taxpayers and contribute
to the treasury and subsidies will ceasa. '

o Allow the Goverpment to focus on gore ghiactiveg

Aparttmmthodrainotﬁnanclalmsoumawaytmmﬂppmvmmnuf
govarnmant sarvicas such ag health and aeducation, tha oparation of
divarss commercial enterprises now distracks the | higher lavel
GammntmpbmﬁanWeWmmtdthomTobjocﬁmd
governancs

o Gain cummitnent of the Brivate secter to the fature of Halll

Thoee who davote large amcunts of private capital to lang!-he:m, capital-

intensive industries thereby maks & commitment to the éountry itself.
In many cases, funds will bs repatriated or not ex in the first
placa or brought into the country by foxeign investors along with a
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transfer of technology. In its broadest sense the private sector
consists of all Haitians and, by empowering a8 many persons as
possible through the process, many more persoms will have a tangibla
Stake in the success of the economy and act aceordingly.

o Ihe democratization of ownership

Privatization can be used to offer to the broadest croeé~eection of the
population, in their hundreds of thousands, tho opportunity to be
sharehalders in large enterprises. Until now thare has never been
such an oppartunity. At present, ordinary paople must utilize savings
accounts paying negative real interest as their only means of savings.
Real estate requires a large capital outlay that iz beyond the reach of
many. Shares however, being subdividable into amall units, can offer
them the chance to invest in what can be an mﬂaﬁm-mqged asset.

o Raige resources to address the eccial agenda i

The capital sums realized in the process can be deployed to mest other
imperativas. i

Tests for eligibility !

|
whilst it is fair to contend thit nothing should be ineligikle, !tuponticauybenoﬁdal
(though admittedly capabla of abuge) for a Government to somehow oonvey that it is
not pursuing privatization ag a matter of slavigh adharence to an ideclogy or that it is
an i{nvaluntary requirement thrust upon the country as a conditionality af outsidars and
domonstrate that it 1§ in control of tha procass. Thesa teasts weore discussed and
agreed with membaers of the Arigtide administration: l

0 There must be no compelling reagon for continued state ownership

o A change in the caaposition of ownership will not cause unacceptable
digruption in the supp:y of goods or services ‘

o The private sector must be able to supply the goods or.
efficiently ‘

0 There must be an appropriate ingtitutional and regulatory framework to
dedl with gituations whers monopolistic profits or performance standards
are a danger

The firgt throa tests can ba passed by any eonterprise given poli will and thg
fourth will be a question of fact, Atttwmmntﬂmmismmgulatnrgctructumtor
utmtinsanditwmbemtmtorauchwbomhluhedprbrbop vatization from
the investors’ point of view &s well a¢ for reasons of good public| policy. The
consutuﬁonaladmmmuonisalaokeenthatthe:eshouldboataircommﬁuunlawto
deal with defacto monopalies,

Ingtituticnsl arrangeme~: and technical procedures
Uatll there has bean an opportunity for the persons in the constitutional administration

with whom we met to obtain fgedback from the lsadership and other ejements of that
adminigtration, the practical reporting relationships cannct be recommended. Ideally,

sarvices more
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the Prime Ministar's office should be in charge of the process given the need to
reconcile the interests of the sector ministries. ‘

A formal implementation unit staffed by local and International technical personnel
should ba estahlished, and funded by international funding agencies. The unit ghould
be headed by a local "champion" of privatization who is trusted by all key sectors of
the economy, is technically competent and has a direct reporting relatidnship with the
highest level of the palitical directorate. The unit will undertake the technical work
such as evaluating enterprises, recommending modalities, soliciting and evaluating hids
and negotating with biddars. :

After the enterprise hss boen declared eligibla, the technical beam will evaluate the
enterpriss to determine ite potential. Bidg will not ba accapted prior to this exercise,
but will be salicited by means of public advertisements. Bide will be reviewed and
ranked in order of sultability and negotiations will be held with the top-ranked
hidders. The recommendations of the technical unit will then bei made to the
authorities defined in the proposed legislation and, upoa approval, the 'tranaaction will
ba effscted. i

i
The permitted methods for structuring transactions (modalities) will be'set out in the

{

palicy and legislation ar ministry paper and will tnciude: i
o Outright sale of assats or shares !
o0 Lang term leases i
0 Contract managemant i
o "Build-Own-Operate" or "Build-Own-Operate-Transfar® ecglxamee
Thnnwdautyselocbedmeaehmmnhmﬂdbothemcprovidingﬂwbest}ppﬁmmixof:
o Iransparency '
Pubucshareoﬂempmvidatmm;;hutdegruoftrmp;mncy and will
be the preferred option, so long as the zisk of a decline in value is
unlikaly. If a public share offer is not appropriata, a number of

competitive bids should be obtained and evaluated b‘ the team of
technical exparts in terms of the objectives dascribed above.

0 Maximizing the proceeds of the dlvestiturg

The proceeds of a divastiture may congigt of a combina of a capital
fum, a stream of future income from (for instance) a , expectad
improvements in carnings which accrue to Gow t's residual
cwnarghip, if any, incremantal tax revenues and other |factors. The
oxparts will evalvate the implications and Getermine w provides the
bast offar in presant value torme.

© Assuring that demand for the service ig met efficiently

A vital consideration in the evaluation of the proposals be whaether
mddm,bmdon&wrcmdmﬂalsandazparhncnmthaparﬁcm
industry and bassd on business plans which must be mitted as part

DRAFT - 9 JUNE 1993

. BEST AVAILABLE DUCUMENT



-

af the hid documentation, are likely to operate the business efficiently.
o Expeditiouspess |

The delays occagioned by some modalities may have an unacceptable cost
and in same cases this will be an important factor in determining the
mechod to be used. ;
Valuation igssues will have to be comprehensively dealt with in the policy &0 as to
ensure that expectatizns are realistic. Raplacement values seldom have relevance to
investors and goveriunents sometmes have difficulty appreciating the need for going
concern valuations tc be the primary method for determining negotiating targets. In
general, an investor will only pay the present value of cash assuming
rehabilitation at an appropriate discount rate minus hig pmjectec,fw:itlaya for
rehahilitation work and working capital. '
|
The medium term plan propoesd would concist partly of a phase of hﬂplexne.nting the
measures designed in tha immgdiate future and then a phase where privatization
through widespread share affers would be the main goal. A prerequisite should be to
estahlish 3 mechanism for the trading of local equities. i

To matiafy Government that reconcentration of ownership will not beI a feature aof
privatizations by widespread share offars, the "golden share® device might be utilized
toenttanchcertainpmvismnslnthouﬁdeaandbye—lawsotanenmrp . This is a
device used in saveral countries. The gulden share (or “special " ag itis
formally known), hau the power to veto sharehclder resalutions to expand or abolish
percentage limits on ownership by any party ar connacted parties. After a pariod it is
usualforagovenumntmhavetheahammdee!mdifthnpowernolmgerseemsmbe
Iequired.

TECHNICAL ASSISTANCE
If the projects are agreed, terms of reference should drafted in the near .future.
Prioxities

1. Preparation of bid documents for managemeant contracts and possible assistance in
evaluation of bids and negotiations.

2. Legal and institutional study of state enterprise sector.
3. Planning a monitoring unit. . i

4. Developiag indusiry and regulatory framework for alectricity, tnlacnmm'un!ceuozm and
water. i
!

5. Deaveloping industry and requlatory framgwork for the financial socboi-, paxticularly
commercial banking.

6. Developing a Fair Competition Act.
7. Daveloping a privatization policy.

(This, it can ba said ig ngarly complaba. It ramaing for ﬁ}o institutional
amngemntstobadeddedandforﬂmmchn!calaidustoopentetheproqnmbobe
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identified. )
8. Developing a plan for the strengthening of the capital markets
Medium-term :
9. Establishing the public enterprise monitoring unit.
10.0n-going technical assistance in privatization in accordance with the paolicy.
11.Estahlighing capital market machanigmg.

|

GENERAL ASSISTANCE I

In addition to technical aggigstance, consideration might be given to epcouraging the

speedy infugion of capital and the later broadening and despening of the local market,

by a risk sharing device. In such a case an internmational funding agency would

guarantee, say, 50% of tha funds invested in a privatization scheme Py the privata
|
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