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PRIVATIZATION ASSESSMENT
SUMMARY

A. OVERVIEW

Fully one quarOOI of the monetiZation at the rlscal c1orlC1t 15 attrtbutable to the stdb:!
cnerpnees and ~t is clear that reform of the enterprises is a matter of urgency. Many
of the enterprises can only be resurrected with vast infuslons of capital and know-how.
The alternatives available for raising capital other than by pI1vatlzat1on, namely
taxation, borrowing or inflationary deficits, will dearly be unaa:::eptalJle.

Fundamental to the conduct of a successful pdvati2ation program is poUtlC<ll will and
resolutenes..q. The Aristide administ-ration reportedly believes that private sector
involvement in the state enterprises is critical and that the population will be
supportive of privatization responsi.bly carried out.

B. PROPOSED STRATEGY

Due to tho inadequate J.nformation about the present conditions of the enterprises it is
not possible for potentlal investors to justify inves~t decisions nor for the
Const1tutional Go~t to establlsh the worth of the entmp1'ises. Therefore, no
meaningful work can be commenced immediately to privatize through mech.anisms
inval'lnng ownership, hcw9ver contraet1ng out 15 a. mechanism tbat can be put into
eff9Ct at an early date.

Thus the short term plan Is to prepara management contracts In reapect of enterpctses
where massive additiQnal capital is not a prerequisite to continued or restarted
operations and l:o haVG plNls capahle of early implementat10n wh1ch w1I.l fac1l1tate
privatization ttlrough changes in ownership. The short-term plan can be followed by a
mediwn-term privatization program wh6ru core lDVOIitxn:s cue found far some of the
enterprtses with the Govemment ret9in1ng soma of the shares for the ar.comp1lshment of
another 9081, publlc sbare offers to involve a large nun'lber of c1t:ize.ns in the
mainstreaiu eccnomy.

C. PRIORITY PROGRAM ASSISTANCE AND IMPLEMENTATION ISSUES

1• Preparatton or bid documents for management c:ontrsets end poa&ble ass1Btan~ in
evaluation or bIds and negotiations.

2. lAIgal and 1J1.YtiLuUonal study of state enterprtse sector.

3. Planning a monitor1ng unit.

4. Developing industry and regulatory framework tar electr1c:1ty, telecommun1cattons
and water.

5. DeveltJping industry and regulatory framework for the financial sec:taL, particularly
commercial banking.

6. Developing a Fair Compet1t1on Act.

7. Developing a privatization policy.
(This, it can be sa1d :La nearly complete. It remains for the 1nstitutional
arrangements to be dedded and for the technical akU1s to operate the program to
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be identified. )

8. Developing" plan for tho lrl:mngthenlng of the caplte1 markets

D. MEDIUt-1-"t'ERM ASSISTANCE

9. Estab1ieb ing the pub11c enterprise rnonJtming untt.

10. On-going technical assiBtance 1n pr1vat:1zat1on 111 accordance with the

11. Establishing capital. mmrJ4:et mecha.n.1smsl.

12. In additton to t:«:hnical a.uictanoe, ocnsir;teratton might be given
the Gpeedy infusion at capital and the latBr bL'03de.ning and dee
market, ))y a :r:i&k sharing dQvioe. In such a 0e1Se an in~tional

would guarantee, eay, 50% of the ~nds in~ in a privatization
private &eCtor~
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PRIVATIZATION ASSESSMENT
A. OVERVIEW

There have been a number of stud1es conoerning the Pu.b1ic En~rige8 in Haiti which
have concluded that the economic cos\: of these ent!rPE'ise.B is enormou.' and that they
are not achieving U5eful liCCia1 purpOSeS. The ma1n cause of their f . ure has been
attlibubald to O)t'r\lptlon. reputed to have been the purpose of their VG establishment
undQr the Duval18J: reg1me, and poor management. The A.dsttae ad • atfon bl~Ught

the ant:erpr1Ge.s und9r brati;er central and some enterprises once a became net
cont:ributot"lil to i:hQ~ bUdgtt. with 1St at thQ Gnp bQ1ng I'&P tlild by bank
acet:'mmodation 00 thQ public ~r (one quartQr of which or 4% at GOP appl.1cable to
stel.te entGrPrfSGG), and with tho incJ:'8aQ8 ~"'1 nQt borrcWingg by th~eenterpr1sQsin
th,! 1as:t 12 nlOntn.Q frOm the OQrlttal bank alone being 350 Il'lilllon Go , it 1s clear
that raton, of tho cmtGrprisG2 18 Of pcL'"aIUOunt tmport:ance aDd a matter 0 urgency •

Given tho !iJtata of some of the ent9rp0sQB, they can only ~ 1: with vast
1nfus1ons at capital and knew-hew. The a!l:$rnirt1ves a.vailable for ra.~g capital other
than. by privatization, n.a.tnely ta.1:atioD, horrowing or inflat10nary t:9, wID dearly
be l1I1aClOQptable4 Privat:l:7..tIon thWl offers a solution that d08IiI not a call on
the troaBury or otItor Nerlfic:es by the publk:. Pr1vat1zat1rJn can achfevliI cthar
objec:Uve.s whlcb wID be benefic1al to the CQ\1D.try.

FWld...mental to tho conduct of a 8uccessful privatfzation prog;am 1c tical will and
J:'US01uWnQ88. Haitlan polltldaQ!l.). state that the main concern of the ple Is to gain
acoesa to an adequate supply of goods and~ at teaiOC'ablQ . • However •
the politldan$ thG11\SIelvet: fear that state enW'p~ wm, in t:ha Qvent pIivatizatioo.
fall into the hands Of the fGW fatn:IlleA tnat have tradit1ar:lal1y con the economy.
Tho .Ar1at1c1e administration mombQru with whOm WQ mat bGllt)vt! tilat, thIil1r PIliMmt
srtate. the entQrpr1QQa emnot aga1n bel quJdcly turn•.f! around in a W3"" ~ mmnar to the
tw:na.rQund which tuJk p1acG durlng their Gb.ort 8dm1D1st:ratl.on, by gO~t alone.
It js ma1ntaf.nQd by thom that priv.w li*:tOr involvement in the state en!: i.G Qi!en
ag b8ing erl~ by the top~ of the Arf.QtIdQ go~t.

As far aa the populatlon at lGz'ge 18 ~, nat:fon.Ellli!atkm of ent:erprlse6
achiaved nothing poaltlvql and, alnce tbe ~er of tIw enterpri&ciNil the private
&eCtor to the &tam wu; dOM r&1atlY'8ly nc:llPltly, ... ownership 18 '*'In at; the
natural state of affairs.

NevertbeJ... there wm be a neo4 to~ that the prcgrem is • by the public
at large as be1ng well OOIIC81wd and thet it w:Ill be curled out \lIith in grf,ty 00 meet
sound objectives. A paUcy ahOUlc1 be faJ;muatad by GOVGZ:'l1l1Mmt whid1 &beNld c:ons1st
at three I1Iid.n elements: (1) tbB oJ:)ject1ves of prtvatlAtlOn (11) Cl1ter1& tor
datarm1Ding tha u11g1bW.ty of antarpI'falil; for pr1wt1zat1on end (iii) iDstltutional
arrangcaJllQE1ba and technfcal p1'OC5..'11UU to tlQ~ In formuJa11ng and QXacutlng
t:ran.gad1omz. Thola aEQ .furthQr~ below.

801\,.. of the mon lnlpcrt.ant ~terprfeee are:

TtI*:o.. wh!c:h~~ and IntarnatioDal taLaphmle aervic9. &aman.d for
88tVi.c8 18 GGt::lmatGd to be 96,000 UDQ8 by 1994, tUro 1f; DOW t>D! • ~9,OOO 11nIiJ
capacity. To meat t:ha ChOrt:faD. aJ.oDG, a eapita1 P1'09lVB of US$37 milIlCon ~ 1ndJc:at:ad
but there will also be • IDil8Bl.w adr2lt:f.orud capital exprandit.ure t to
rahahWtata and~ the oI8tln~ fIYIIbB. Many bngfDesaaB DO"" ruort: to
two way rad:fos for OQIIUDunic:at:!Ol1S. The CGntnl B8nk owru; JQOIit of slul.'ctll!i; in the
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APN .. the Port Authority. 10 vastly ovenrt.aff9d and 1.a)x)r praetices
MUCh of the equip~t is~ or not functl.onal oocauoo of
Cont:ra.bind.w rampant and s;oma vary large. auQtx)mGrS do not pay
wha1:tage~ in Haiti are the highest in the CUibbean Q4 Cen
i.neffld.Qnt Pra.Ct1ces~ ~urcage oostB. APN's net .
oentral bank hole. increased .tc the Ja8t: 12 Ihanth8 by 104 milllon Gourdes.

Mlnoter1e. tbG 135,000 met:rlc ton tlour m1ll1ng laCWty, W~ finally d in January
1992. If it 18 again able tD !lc:caa PIA80 raw ma'i::erfalS and rehabilitate and rno4o.tTl.1:m
its faewties if: is~ that profitable operat!ona cc\lld. be ar:biawc1 •

EDH 1 the e1ec:trldt;y 6U.ppl1er, .c:loe8 not have the operational caP&,.1.
supply the needs of the country anCA the supply is unrelia.b1e. 5us1U are tort:=ea
to purchase 5~dby equipment and dte the energy shortfall as their most important
complaint. The output from hydro is projected to declfna OVQI' th2 n %'C few years.
The..--e is a lihortfall of ilbout 40 to 80 Mw. at pra""..ent, soer;: of which ~ted from
a Jade of ade.qwlte maintananc::e of exfStlng facil1tiM. EDH'$ overdJ:aft th t:M oontral
bank datanoratad by 48 million Goo in the 18 roonths to March 1993. T e oompany hae
(lli;tril)ution Une~ of 50% to f50li tro.L.i theft.

companY' and bUys tho nat 9rt:tleJnents earn.ed.by Teleco from int:eJ:natiafw.l traff:l.c. At
MarCh 1993, Te1eo:I owed the central bank 126 mmion Gourdes, a 03 m.illion Gds
daterioraticn in the past 18 months, in part due to the current freeze. the company'S
us assets. The axupany's work t.oree is at le8St three times th:~ op 6ize wmpared
to other telephone sy"StQms.

Gi-nn the dan~ rnac:roocx:lIIl CODSeqUen.cea ot. a contlnWlnOB
atrairs, there fa n.-d fo1: IiIhort tm1n corractl"-~ to be ready an
immediately on the return of a c:onstltutknl81 gowmment. At tbe
should also begin to put: in p1acB a longgr tIIrm P£OgnJft of r8fQrm.

BNe .. tha :Stabel owned~ bank showc p.rof:it.3 aDd net a.8&8W, b\1
the financial statements 18 SlUi1pect partj.cu1axly in RgiUd txt loan J.ori;&eQ.

Otlu!r state ~torpriOQg U'8 the two ~ ~t\ans (CJ\MEP an
provtd$ water far Port Au Pdnc8 mc.'l the rural areas ~'tlveIy),

fac:Wty which has been closed, a sugar J:eflnetY, automDbJ1e 1Dsur.moe,
eredit bank. a 1cttea:y.~ and radio stl'.l:Ione, the 81rpart and oth
CAMEP h&8 1'8C'81ved 2S II'dllIon Gourdes frO~ the c:antral bank in the
:UlQxpliaably. BNnAl (~ .~tunl u:ed1t bank) tIM be8n given 107
perlod althoagh it Is sup:PQlSBdly c1oeed.

.Cimont. the Cement Company .Is not now 1.D. produd:1.On. It haa prod
of <::l1nk8r anc;1 430.000 tons or oement. Slnce 1ts closuro, SOJNlwhat
overdraft: with the cunt:ral bIimk 1nc::I:"eas.ed by some 44 m:tll1on Gds.
raha.b111tatUln CO\':tC 1.8 US$7.7 ron.
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B. PROPOSED STRAT£GY

ReforulS usWJJly cx)lna about by en.ccu.ragiag more commercial opera ns (i) under
continueQ state ownQI'Shfp or (llJ under private o)wnership. Giv the Pf,lCU1.l.8\r
dJ:CUmstancas at Haiti, lt will be i.mpossibJe for potential investors to . y investment
dedsl.ons due to the l.ack of aocess to pertinent information whilst the. terprise.s are
controlled by the ~acto government, and it will not be poas:ib1e for th Constltutional
COV'Qr'nment to~ tlw worth of the enterprises in order to fulfill their tidu~.1

responsibility to ma.z1mise the prica at the t:1me of sale. T~oreJ no gful work
can be conunenced to privatiza by sale or hi!aSllil any ol the tnci1V1doal tE.rp:r1.9Ql8 nor
can it be exr..ec::ted that any such investment aeti'l1ty W1ll take plac:e 6 months to a
yeJ1r afWr acx::esa to information .is finally possible. HoWllVQ[' con 9 out is a
mechanism that c:an bs put into effect at an early date to1lO1Ning restotdltion of
amBitttutiOn41 gOveJ:nme11t.

It 18 tempting to take the m~w that tho need to get on W1th pnvatizllti. n is 60 urgent
tl1o!t It wou.ld be eoonomlca1ly J:)Qr!efJdil' to d1sPOM of Gnlall enterprisoo any terms for
th4 sake of speed, but this WOUld provide a raUy1ng palnt opponents of
p:r::1vsti2:ation and jGopardiza the chanOQ$ of the prog'Rlt\ be1ng earrie.d tin relation to
tlu! largQ antar:ptis8B. In QOtrl$ ccu:n~ a .~. et:axt has ca privat:1zatfon
programs to b9 aborted.

gers for some
ntraets will. be

oomman08 on
tatlves of the

pl'lOr to the
~t pballe

Thus any sbort term p1ac for r:ufcmJI involving the private eecbor C411 '.y contemplate
management contmcts, and then Only in J:WJpect of those few ente.rp where massive
additional eapltai w not a prereqWeite to amtfnued or restarted 0 tions. 'I'lle
shQrt-term plan can be fol1owQd by a medium-term pIivatlilation p·rospfam where core
In\leBItoLs U8 found for IaD8 of tbQ ent:8rpdses wlth the Government g soma of
Ithe sb.ues for the acooll'lplbhm&nt gf another goal, publ1c sharD to invOlve a
large number of dtlzen8 In the ma1nSt:r&aJI1 8CDIlomy.

c. PRIORITY PROGAAM ASSISTANCE AND IMPLEMENTATION ISSUES

It 18 cmv1sagBd that t:he8e may bo oommence4· imm8C!1Ataly and ho
compltrt:e(l by tho time of OJ. rQAtaratlon of oonst:ltutioD.t1 govemmcmt.
short tenu~ are planning .~ which we1 GqU1p the Const1t:ut;io
to aet: quickly on xwrtoration to impl.emllnt the 1DMtn1X'e8. The measures

Manag9meDt oont:racbJ

It 18 ~dGd that work 8bouJd begin immediatelY' to:> saUdt
alJpec:ts of. some of the state tID~. Although it is unUke1y that
signed prior tD the 1UtoJ:ation of oonatitutlonal goYeJ:'lUlJBDt, work
preparing the bid docu..m8nw and it mel' even be pouil)le tor rep
ooD8tltutianal govenunent to Q)mQl8noa l'\egotl&t:Icx1a w1th bl4dQI'S
restoratfoD. The enterpnu. whloh lend themselves tn a e:antmet
prior to print:batkm would be:

o BDlL.. m!IGGCt ar generation.

ThAm i8 • dire need tor &d8quatla maiDteD.anco, sound p t -.nd
fnVantery mauaganwmt, (lMpatdl aDd rat:fcMl ad abed g.: Although
it .tB 40ubtful that a ocnt::raetox 'IoIOU1d bQ wUUng to take 011 the task of

·00000000000g fz:'OIll tbaGca who are now stealing eJec::t:dc:ity tbfit level of
.t8ChtUCal une J.oaes can bel mduood by ~ ocmtrac:tor.
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i
o~~ ~orityc. !n respect Qf O~8t10ns l

Provided that some eo:ommoda.tion with the un10n poBB1bte. a
managemt!ll.t contractor should be able to restore ~ent handling
o~ationB. Again. it 18 not reasonahl@ to suppose t a contractor
will be prepared to take on the task ot oal1IJc:t:1ng recei.v .because of
the probable physical danger at c101ng GO.

o .TIle 1nt:ernattonal airPOrt; 1
This would perhaps be the easi85t &ct:ivity to contra oul: quickly.
There are a number Of uper1encad opeJ.1I.tom in the field I,

o Minot:Qrie. Cime.nt mg~~ ~
Becauee these are clo&e<l anCl ac:cess to information ~ut them is harder
to obtain, and because in all t:m:. I;D8U it appears at Significant
reb abfJftat:1oD work is requ.lred. a nw.uagement o.mt:r8ctj alone without
funding will QQt presant a solution, Ne~ini~.exPressiOns of
~ s!wuld be $OHdbad, perhaps without the pre~~~ of a fcmnal
document. There 1$ !n fact active !nt:arest m the ed1ble oUs en1:erpI1se
~~y. I

The soUd.tat:lcns for omtraet:0r8 shCJul.c:1 be intm:natlanal. .P-..n advantage of management
amt:racts}Ji that they prov1~e operatoni with tho oppottun1ty tn~ famill'U' with
tha lmUlrpr1sas and t.~ cmviJ:onment and thua at oil later stage th y may i,)QcomQ
pcte.nt1al tnwstm'S•

.AS"PS"'rlng the legal and JnRtltut:lonal framework

CoMidention can be given to the ft-arMwork CNZTGIltly governing the enterp~ $0

that am.!ndm.ents to lawv can be drafted, and reac5y for enac:tmeJJ.t upon restoraticn, to
dMl with caaee whez:a the framework inhib1t8~ bebavtor y state owned
enterprislelil. SUch inhiblting f8Ctm'9 could lncl.ada t:ha iIleorporating tion, the
appropriateness of the arms of goVar:nJ1KVlt that own them, me~ of appointing
<!irectors, wage and ampJo~t rale8 aDd structural~1the OV8J:5ight
mechanism.

P1':e8ent OOInpenliCition pr:ac::t::J.c.s do not n9Cf'SS"rtly reward ruponaIbillty a parformanOG
bIilC81J.1N the aB888WI1m1t Is paIlt1U1l. O'vaDIlght by the cour SUpm:la Q.eB comptes
(wh1ch Is e;b!bl'gbed ander tha conatttutmn) has proven to be CDWl -pI'OductlW,
B1Doe it mwrt approve vanoaa CIOIIWQrdal acts prior to t.twtr , own to the
I!%tIlnt at prior app~al b8IJ1g requJr8d. to djQpoIIQ of mm~ual motor VGh1CleG. The
CommlsBlon diM P'fnanOQl; Publ1qwaQ, a c:tan41Dg partiamentary D, oiIppgam to
M'M adequata poIiIt-fad:o O9VIIlght autnonty. SIJ1CQ thQ Cour SUpar1A fa a~
of tbe COD.8t:ltutSon, any ctMnge in its Datura 01' its mballtIcD wm be to achieve.

Tho 8tudy &bould alae J:'MU1t 10 ~dati0n8 CODOerDIng the , Jf any I tor
l.eg:fslatioD.~ to the proc:eas at prtvatlzlltion taJdDg into account unc:e:rta1DtIes
referred to later ~ thI8 paper.
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ded. Work
work for the
work promote

fa.cWtate later

I
P1ADn1ng for a monitcr1Dg unit I
In order for the Government to take control of the enterprisels prior ~ pnvatizat1on,
WQr1't shOuld COlIlltleLce on the design Of a publlc enterprise mon1tortng Isystem for all
state enterpri.1;Q6 &0 that it i5 ready for implament8tion on !:he restoration. TlWI system
&bould &lU.brace tl18 c1Qfinitlon of performance incHcators appl1cable to 4ach enterprise
and the praparatlon of a compensation systmn that rawarch; managers, . ly under
performance cont:rae1];:, and th9 1ntormat:1on system that w1l.l mea.&UIl! su prarfarmance
can be d9s:i.gned to a large exbimt from infonnatiOn CUrrQIltly ava1la • Whtlst the
rQQwta of Lmp1.ementing web~ in othar countti&s haw not Wi: y lived up to
upectati.ons in thQ 1Ong-tarm r SOl'l'l8 tmproV@RljjIDt1tl and economic Pil back can bQ
exPQCtQd in thcil ~ort pe:dod dUd.Dg whiCh the enterpriSeS are 9 readied for
pri'Tat12at1on. Tho 1m:titut::Wnal arrangQll1QZ1al and the funding for tha 0 tlons of the
unit can al80 bQ QQt up l:iO :aQ to bQ fmplomentQd quickly.

Deve1Dpment of a wgulatory f'.raJnework to deal with monopolJoo and spl;d;~

This lsi perhaps the most substantive of the 8h='t-tarm IMU~ reco
can~ immedia.taly to design an industry and regulatory fr
utWtUls. namely elactricity, t&lephone and water. Not only Will the fr
mo:rtil oommercIal behavior by the uWltie5. it will be essential to
pnvat:f:zation.

Thc. study would r&ICDlnJ(l8lld whether some of tho antl.t:lu shoultl be split Ceg.
eJectxid.ty generatiOn, t:ranarmamon and c11Btr1butkm or the d and the
1J:1ternat1Oll.al t:elaphona systems) and bow thay should be n.gulatat2 (~a tnst1tutlons r

PQdormaDCQ standardJii: and rata-maJcing). DepenCUng on when restora~ taKeii pl.a.c$.
it might bQ pom:INo for tho 1JrUDg(11atQ prglMmtatfon of lagi£Latlvo pro~ to~ the

framawork. . --'

Ac part of thIc cueora-. propoliJ81a can be formulated for I. fair t=9 act or fair
oompatltiOn act GO as to ustablish~ 111~ Cf non-utility tarpn.es that
JDiilY be ptivatlzlBd and wh1eh, 1Iks oament and flour, .,w defacto pol1.ea. Free
imports can, of course, enaw:e oompotlUon but it may ba DaOQCSaty to design a system
for COWltmvaWng dutlss to deal with dumping.

'l"be regu1&t1cn of fI.a.and.&l inGtltut1on8 1ncludlng bank8 ahould also be e subject: of a
study so that IiICOn after restoration new meaB"'t'9S <:aD be put into ef:lI Th1.1 will
fedlltate tbot privat:l:.zation of st:ate-owned banks.

Development at II pJ:1vatjpHon poUcy

During the mi88fon we d f 8Cl18Md a ~ble framework with at the
COQQt1tuttonaJ.G~t Wb1Ch eovQrQC1 thQ otljDel:i.VQG cf privat:lz2~tn and the
.ilwtitutiollal and opgntlonal upgct:a of the pxocliIi8. Tbfe now Me ta be! taJam
furthor QO that an agJ:OQd paUcy 1Q put into ot.fQet U IJOOn _ pogmbIG rat.oratiOn.

DleV810ping a plan for the (Spbl marlmt

At sm-ont tho cap1t11~ w prlmitlve. A p]&n of action can demgned far
imp1ca.aultatlon foUowirlg the twt:matfon. Savur8 DOW -=m DQgative in and baw
no real opt:lon eince banka do not cff8r local ac:.'lC.'IOW'lt~ in hard currency
1114 thea is no equ1ty market. The few IDeal equity affena that have IUd. haw
bean lilDlal1 (the Jargwt befng for US$'7 ad.U1on) and tba 1argMt numlMar applicant. IiO
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D. MEDIUM-TERM ASSISTANCE

far is 320. Whilst it 18 peesible to have a widespread
market, some Prov.l.s1aDs should be made to facWtate
widespread pdvat1zat1oo snare offer.

I
share offer Jbsent a stock

tradiDO Prll tD doing.

FolloWing restoration, the above 5Ih.ort-tarm p1an.G Gl'tOulc1 bo impJarnented ,without dela~!,

~a:rt:icu.larly th9 managQIl18nt OJntracts. Though the acoom~limt ;Privat:i2.iiltion
transact:ions requiring inV8BtlneDt cannot l)e QJl:;pected to be ..witt, 5:Q ona-an-onQ
transaet:ioru: With core investors can al.&o be OQmmencud in tbs early med1 term. Haiti
~ s very unsop1listicat8d capital market and an u.n.cta.bl4 pollLu::al histo,:y, which will
combine to make the attraction of large local and foreign 1n~t "sty difficult.
Nevart:h~ a p.rlva~tlon program should be announc:ed a.cx:cmpanied hi pall.cy detail.s
as BOOn as posajble after the restoration, or even prior tlumato os part ~ a manUasto,
depending on pcillt:ieal o:mditlone at the time. In considering the m&anS ~ implementing
privatization involving invatmvnt (as opposed to a management cont::ract:S) we took into
account several factors and viet.vS which are diacuaed below,

Leg4.1 authodty far prJ.vat::lzatfon

It appea.t'8 that La Cour suPQ%1Or dee COmptas which is QStablJghed undGrj A.rt:icle 200 of
the ConstitutiOn must be involved in th8 PI'0C'Q8S. .Az1icls 200-4 :in~tas that tha
Court mum bca conllultGd on all proj8ctJ;, oont:nct:sa, aooorc1Sa and convent:iejnQ which ha.7il\
a commGl'dal ar fl.nancial~ to wh1.:b. the stam 18 a party.! TbQ Court'liJ
members are appalnted oy tha senate and haw a lo-yur tcm. In~ pUt it haG
))QQn US8d for ob8truetlon 1nQtQacl of fu1fi1J1ng a -ohcx!kII and DalanCIQ- f et:ton and t:tW;
would ~t a &JGl1ous bott:lcmGCk In the pnvat:lA:t:i.Oa proce=.

In addlt:i.on, Article 98 -3 3). which requires the National A;;;wbly to ap rove or reject
au intemattonal t:rnatkls and oooventions, has been use4 to requJre p pproval of a
~ c:ontmct iIlvclving Club Med'a opontiDn in HMtl, even th(nigh a literal
reading of the 8lt1c1e 1ndfoatM that: t:reatfM and conventions ~ a.t bilatual ta.z
~ts or airl1ne II8faty conventions were the' intond04 ~"t. fhe precedent
having been at. it 15 11ke1y that privadzaUoD tJ:ansa.ct1oDs wm bl co de.red to be
caught by thi6 artfcJa. This WOUld be WlWOrkable.

It h.ati bMn .uggutgc1 that a geMral law CXJnc:em1nq pr:tvatlzatkm wh1cl) iiets Qut the
object1ves, LnstItutfonal arrang8Jl1mlts and methods could, 1t paS!!lf!l'.~o~tethe need
tor t:hg Cour SuPQrleu,r dea compta; or tha Natimlal AaQmbly to vet t:ransactlon -
- hoW8VQI' WQ am not oonV1n.cQc1 that tbIA would be the cariJ8. TbW Ja J:Qi.SOD
far the:!:'9 to bQ a thorougb &_III~t of tho UIlQf,!.~, thQOrQtlcal and pract:lcal. of
tbe COl.11', in t:b8 legal aa4 ln8t1tutlonal lltudy J:9COC1llD8Qded alii one of f8 8hort-bIrm
lDAUtU"8S. Legal adV'ic.G aa to bow to doill with tba unfortunate~ t _ by tho
tn~tion at Artld.e 98-3 3) f.c auo noaded.

We see the virtu. of a pzivat::f.zatlDn law wbkh _te out broad Objectives and
pl'OCil!duxes, BB lang • it 18 ~ pnec:xiptlve in t:erIn8 of percentagee (sa for employ"
~.Jp or ownersbip 11mitations) I ab8alutall ('IUCh as the mu:1mum allowed for
f:J::aneh.taes or Ucuc:aa) cr methoc2s. Genually mow nedbf1fty could pEOvid,,4 by
another m.st:rum.nt... lJke • Mlnf8tr1r Paper r aiDea I:hIIal would be no I t tor a
parlfa.menbuy majority to effect amea.dmenta when n.-ded from time to

Regardlee8 of whether ~ Court or tba National .AMercably must be
prooeas on eech end eTery OCIC"sInrt, orw~ a law OJ; IiJOIDQ other Wt;t\UReIll
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to estaD11sh the privatization proqram, there are has1c: features which $bauld exist in
the.lnstit:utional fnunework (Ulc! ope.latlng rules to promote conf1ttence in the process
wb1lst n.ot :beI.ng unduly obstructive. :

Privat:12at:1on PQ1.1c:y

Th~ fi.r.st step s.h.oUld be for the GOveInme.tlt to formulate a policy which in turn will
provide th.g guidgllnos for drafting any Isgal inBtrUJngnt on Privatization'. Though the
word n;:?rivatizatkmU has~ tI58d throughout ~~t for con~, W8 wuru
.dvig}d tb.it tho tGm\ "d!Wl'GWcat:l.onw (of ownorGhip) W1l1 be nIOl'Q ~Ptable. The
Ar1st1de adm1n1stration offidals with whom wo mot dally ~t the GQ1'I'la&l~cs ind1eatQ a
lack of OOmmitment, pointing to tho fact: that the word "float ll 1natead 6f 'dcwaluatlon"
WiU} ~d 1n Nlation to thea I'Qforrn of th4 ftlI"Cilign Q%cha.ngQ EJ~. Th4\ word
·ptivat1lZa11011", given tile curront s:onstt:1v1tioo jn Haiti. ccm1OtOO $ tran.sfgr of
ownership to the eJd8ti.ng oligarchy whilst the intention ia to provide ownership
oppcxrtunit:ies to a bJ:'oadta, more c;live..-se. base. I

I

!
Objectives I
DtU1ng the m1ssIon we worked clo6ely with sarno members at the A.r1st1de' admtnfstratlon
to foonulata what might be aa:eptahle as the matn objectives of a pDVlltlfation program
in Hait1. In Nlation to th8 pollr:y. it can bQ atated that no privat1zat1Dn IWfil take PlaCe
11J'11.aGI; it ach1evQS OnG or motll at the following objQctlV1i5:

I

I

I
If lUlta.rpziaeg are rest:Dr8d to opera~ them will bel an in~
&;upplyof goock; and~ and. if eI1WrpI'i.loes are! mMoaged with
~~ aJ.1d along COIIUl'U'Ci.a1 1n8t8ad of polit:fc:ll1 JinQ&, pz::i.olu;
QhoU1:i be oompetitlve. I

o ~~~~ 2n Govem.moot r!M'9u.roM 1

Theen~ eurrently make losses wb:loh ar& now ~ for by the
peopJe through tax and inflatLoD. Jmm ontmprlses that ¥ have made
proflta are Il8V~ not ac:hlev1og tb:dr pOtentlal an not providing
an adequ,ats rate of retum on~ dGwtod to t~ by the state.
Under private ownersh1p, enterprises wm be tupayers 8nd ocrntrtbute
to thQ~ and subsidies tlIBl CIMA. !

I
I

i
;

Apart from the dra:I.n of .tinandal EUOUZ'C88 away f1'Qm t:tle prov.is1on of
gow.mmcmt QQl"VtQBQ suc:b aQ baaltb and GCIacatlon, ~ opg:ration of
Cl:l~ 00Itllll8l'da1 wWqJI"iIilI98 now cU8trac':R the I highar law!
~tUl~ fZ'om t1'!O ~emcmt of tho i objoctiwc 01.
ggvgrnaDCB.

o gg c;r;;mmit;men1j gf tbQ private sest2X tQ~ tm!m Slt M
- I

Th0fJ8 who devote large UlOWlt8 of private capttal to 1t)ngLt:erm, eapital­
int:enslve tndUatr1M th~ make 8 commlm.ot to the -bountr:y itMlf.
In ltUlI1y CUllS. fuDdB wiD be mpatdAtled or DOt ezportees In the f1l:st
placa or tmJught .into the country by for:81gn JD~ along with •

1

I
!
I
I

)1)



transfer Of technology. In its broadest sense the prtvate sector
consi8tlS of an Haitians and, by empowering as m.a.j1y persons as
pos.sU)le through the PL"OCe.!SS. many mare persons will haVg a. tangible
itt.ike in the eucoess ot the economy and act ao:ordingly.,

o :I.l:le ,:1emoqat:12at1on Q1 owne.rsh1p

i

~ can be daploye~ to meet other
I

i
The capital sums reallZed in the
1mPerat1v~•

Tests tar el1g1bW.ty

Pr.1vat1za11on can be tJ.lii8d to offer to the broadoct: ~-eection of the
population. in their hundI'Qds of thOUSlanda, the oppOrtunity to be
sharehol~ in large enterpriSeS. Until now there has never been
such an opportunity. At present, ordinary paopla must: ut:ili.ze savings
accounts paymg negative real interest as their only meqns of savings.
Real estato raqu.1nls a large capital outlay that is beyend the reach of
many. S~ however, b61.ng Mlbdividable 1nto emaJl Writs, can otfer
thQm the chance to invest in what can be an 1Dflat:ic:m-~ge<1asset.

\
I

I

i

WhnBt 1t :L8 f.!ir to contend tklt nothing shOuld be ineligible, it 1c poUJ:auy benGfici.a1
(though ac2m1ttamy capable of abuae) far a Govarnment to li1CXDOhow oo,nvoy that it ia
not pursu1ng privatilZation ag a matt:ar o.f Sllav:l.8h ac1bgrgn()Q to an Id8olo9Y or that it is
an inVOluntary requJ.nunent t:hr1J!;t upon the oounb:y ail • coaditiolWity of outciduc and
domon8trate that 1t 1S in c::onb;W of thea plOCClaB. Theee tests WQ1'Q

1

d1scuEieed and
agrQQCl with JI1CUI\l:)QD; of the Ar~d4 ad.ministratlon: ,

o There must be no compelling I'Maon. fOl: continued state tV8biP
o A change in ~ CCl~posI.tlon of ow~p w1U not cause unacceptable

di8t'uptioD :in the supp~'y of good8 or services \
;

o The pr.lvate eect:or must be able to wpply the goo4s or~ services mora
~tly :

I

o Thenl must be an appropriate in8tttUtiorW and~ framework to
c2ul w1tb Sftuatf0n8 wb/a.t'Q Jr.uuopoJSatk! profiw or per!c:Jl:1OaDCIa standarda
~a~~ 1

The tiNt throo tMtS oan ba palllllQCS bl" SL ontupriso giV8D ~t:ic:f1 will 8Qd tho
fourth wfll be • qu.MtiOn 02~. At tho momont th&rQ :fQ no J:VgU1at.Drf srtruetum for
u:tJUtiQs and it tNW be 4Il888IltlRl for such to be ....bUcbed prior to p~Vat:1zat1on f.rom
tha mvemorul patut of viaw u well .. for nuons at good puhUc I polley. The
c:onstltutional .dmfnfQtration is also keen that there should be a fair competition law te
daal with dafadO monopa1iee. I
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the Prime MinistaI'la ot:fLce should be in ch8rge of the p:rooess Qiven the need to
reoondle the inl:eLestB at the sector 1I'Iini.Bt:ries.

A formal implementation unit staffed by lrxal and intsrnational technic:a.I personnel
should be awt:abl:iah.ed, and funded by international funding agencies. The unit should
be headed by 4 local "champion" of privatization who is t:rustec1 by all: key sectors of
the economy, is teehnfCa1ly competent and has a cJ1reCt reporting reLat1Qnship with th~

highest level of the P011t1<2l d1ractcrate. The unit 'Aoill undert.ake the· t:aehntcaJ. work
such as evaluating entarprtlii;QB, recommenlllilg modalitiG8, ooJic1t1ng and :evaluating bids
and negottattng with bJc1de.rs. ;

After the enterpriae h.U bQGn dec1a.rEld eligible, the tQehnical 00&rn ~ evaluate the
fmtl!rpt':isla to determine its potant:ial. 81<1'1 will not bca a.oo9pt8d prior to this exerc:i.ee,
but Will be SCll:tdtGd by moans of publlc a<1vert:i.sement&. Bids will ~ re~wed and
ranked in order of suita.bW.ty and negotiations will be held with the top-ranked
b:Lcld~. The I'8COmrnendatioC$ of the technical unit will then be i made to the
autharitie.e d~fined in the proposed 1egialaticn Qnd, upon approv8.1, the transaction will
ba effacted. !

I
The peJ:1'l\f.tted methods for sb:ucturing t:r~na (modallt:le8) will be; 5let out in the
policy and leghsJat:ion at" min1.&trY paper and ww. lndude:

o Outright sale of a.uset8 OT: 8hares

o Lang term lsa8efI

o ccmtraet ~gement:

o "Bulld-Own-Operate" or aSUfld-own-Opezat»-Traruater" ~amee
I

Tho modality 691GCtod In e.ch caII8 8hau14 be tho one providing the bG6t ppt:Unal mix of:
I

,

Publ1c share affem provide the higbMt~ of tran&~cy aDd will
be the PJ,'ef8rxed option, so long as tb8 %Wk of a decUna in valUQ ili
UD1.iJClIly. If. puhUc &hue offm' 1& not appmpr.fa.ta. a~ numlJer of
competitive b14a mould be obtaine<l and evaluated by the team of
technical e.zputa in ... of the objectives~ aboVe.

!
o Mftxfm1!'nq t.IJ& Q1CXMd1 Qt~~ !

TM pr00M48 of .. dlVQSditure may~ of a coarbinalm. of a capital
&WIl, a atrum of f1.Itur8 1Dc::orae fR)m (for instanOO) a.~, oxpclCtGd
improvaDUta 111 caaminQ1il whlch aa:!rUQ t» COV~tlfi raidual
OWD8E1d:aIP. if any, incr8JnGntal taz revQ.D\MIIliI and other tactoN. TOO
OZpart:g wm evalv.ata the lmplicationa and det8l'm1De w provides the
1:IMt affIIr 10 14 vent value tlQ::rmQ. I

I.
o As8ur1na tb!.t dgmand m ~ ery10e I§ m efficiently !

,

Avitel cxmslderat10n in tbe evaluation of the Propoea1*' be whether
hfddVSl r bleed on tMIr c:z:tId8ntiaJa and .~CQ in the part1cu1ar
Ind~ end J:)uJId CD !:JWIlJ1esa plans wlW:h must b8 mit:ted 4& part

i
f
I
I
I

I
I

I



TECHNICAL ASSISTANCE

3. PlAnning a monitoring unlt.

of the bid documentation, are 1lke1y to operate the J:Ju.sin8sa efficiently.

The delays occasioned by seme modalities may have an unacreptab~ cost
eulC; in some cases this will be an ImpOrtant factor 1n detarm1nJ..ng the
me"hod to be us~.

Valuation issues will have to he compreh8nstvely dealt With in the paUcy 80 as to
ensum that expectati.::m.s are realistic. RQplac8ment ~alues seldom have relevance m
investors and goverumentE so.met1mes hava cllif1CU1ty appreciating the ~ for going
concern valuations to be the prtmary method for det:ermin1ng negotiating targets. In
general, an investor will only pay the present value of cash flows l!IGSuming
rehab1Utat:1oJ:l at an appropriate d.iBcount rato minus his p~ outlaya for
rehah1l.1tat1Cln work and working capital. ;

I
I

Tho medium term plan proposed would concl8t partly of a phAee of implementing the
meaflllX'M dera1gned in the ilnJns<Uate fut:ure and then a phase whel;e privatization
thtough w1desprnad s41.ar9 offers would be the main goal. A prereqU1&1t;e should be \;0
eetabl:lah a mec:hanJ$ln for the trading (If ka1 equities. i

To eat1afy Gaverrunent that reccncentration of ownership will not !Je~ a feature of
pnvat1mtions by widespread sh.A.ra off8Di1, the -golden &bareD d9V1oe might be ut::l112:ed
to t!Dtti!l1ch c::ertam provtsionS in thQ articles and bye-Jaws of an enterpqse. 'I'hts 18 a
device used in sever.al countr.f.tJs. The golden 5haw (or wspedal spare" as It la
fonnally lmown), bo!J the power txJ veto shanhalc2er resolutions to ezpand or alJolish
percentage 11mI.bi1 on owner8h1p by any party or mnnBCted PQrtie9. Attmt a perio<l it is
usual for a government to have th8 Bhar8 redeemed if f:hQ powmo no longer 5Ieem8 to be
~~. i

i
i
i
I

~ thA projects are agreed, tQrInQ of nfQr8Z1CO ebould drafted in the neor; future.

Pri:itiM !
I
f

1. Preparat:ltm of biC' docu.ments for management contractB and possible assistance in
Q'Wluatton of bit1s and ueggUatkms. I

I
I
I
I

4. Deve10PL.1Q iadust:r:y and ngu]atmy tramewoI1c for caloc:t:r1clty, mJemnm\untcatlons and
water. I

I

5. DAvalOplng IndU8try and regu1atDry tramawork fer thG flnandal eector' pa:rt1cu1a:rly
coltU'rlle1:CUll banJdng.

6. Developing a F~ CompRitioD Act.
I

7. DevcalopLo.g • prlvat:lzzd:lon polley. j
(Th18, it can be aid ill noarly ClOdlpltd:e. It nilnw1ne for tite inatltutfonal
arrangements to be declc1ed and for the tpc:hnfcal Bki1le to operate the program tX) be

I
I

I
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Ident.1fi.ed. )

8. DevelopJng a plan for the atrengtbening of the capital rnarketti

Medium-term

9. Esta1:l1.lshing the public entl!rpI:lse mcm1toI1ng unit.

10. On-going techn1cal asststance 1n pnvat:l2atiOn in &'X:Ordanoe wit.~ the paUcy.

11.F-BtatlJf8h1na oapit3l market~.

GENERAL ~TANCE

In addition to teehnical '~, oonsideratron migb.t be given to .pccuraging the
speedy infu.8fon of Clilpital and the later broadening and dMpening of thia local market,
bY' a risk sharing deVice. In such a c:as;e an inte:mational fun<11nq' agency would
guarantee, say, 50% at tha fund8 invelit8d In a privl\t:lzat1oD scheme ~ the privaW
~r. I

I
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