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SECTION ONE 

OVERVIEW OF EXISTING FAST TRACK PROGRAM 



I 
,I 
I 

I 

I 
I , 
,I 
'I: 
,I 
I 
,,-, 
. , 

I 
,I' 
,I 
'I 
I 
1 
I 
I' 

VAli)El@:CT:JM 

WORKING MPONTJAL for FASir :T.RlACK 

1. Introduction 

2. Privatization in Perspective 

3. Fast Track Privatization 

a. framework 

b. results and examples 



I 
,I, 
I 
I: 
I, 
:1; 

I 
I 
I 
I 
"I 
I 
I 
J 
'I' 
I 

1. Introduction 

Privatization is not a passive process. 

The FAST TRACK approach to privatization is a ready tool for 
Founding Bodies to assist State Owned Enterprises (SOEs) in dire 
need of an investor. Based on article 37 of the Privatization Law 
of July 1990, the FAST TRACK was developed within the department of 
Small and Medium Privatization in the Ministry of Privatization 
(MoP). During the implementation of the Fast Track approach, the 
MoP oversees a coordinated system of advertising and valuation 
structured to accelerate the sale of SOEs through the liquidation 
"asset s'ale" method of priva,tization. 

Throughout the development of the privatization program in Poland, 
there has been a tendency to devote resources to financially stable 
firms with established investor interest. While the FAST TRACK 
approach does not exclude such firms from participating in the 
process, it is intended to serve small and medium size firms in 
need of immediate capital infusion, and technology. Although these 
firms may be in a cash crisis at the time of sale, they possess 
assets which would be valuable to the proper investor. It is the 
opinion of the MoP that it is in the social and economic interest 
of the state to sell the company while it still exists as an 
operating business entity. The alternative for many of these firms 
is to proceed through liquidation through article 19 of the State 
Owned Enterprise Act. 

The FAST TRACK approach is not a method of privatization, such as 
public offerings, trade sales, various forms of liquidations, or 
mass privatization. Rather it is a framework for Founding Bodies to 
generate competitive interest in the sale through liquidation of an 
SOE. Through national and local advertising, the FAST TRACK 
approach to privatization is one which enables Founding Bodies to 
quickly identify and invite investors to present proposals for the 
purchase of the firm(s). 

It is a strategic choice to send a firm through the FAST TRACK 
approach, FAST TRACK is not suitable for all firms in need of an 
investor. Some selection is required. The FAST TRACK approach is 
designed to serve companies which (1) are being liquidated with the 
agreement of the worker'S council, (2) have clearly defined 
ownership regarding land and buildings, (3) have under 500 
employees and (4) have a net book value between 2 billion and 30 
billion zloty. 

When considering the FAST TRACK approach as an option in 
privatization, it is important to realize that it is a process 
which allows the Founding Body to negotiate for conditions other 
than price for the enterprise. This is possible because 
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the firm is not advertised for sale, rather the advertisement is an 
invitation to negotiate. Thus, business plans can be judged by 
their treatment of employees, added technology and licenses and 
other non-monetary aspects of investment. These factors are weighed 
in the decision to sell the SOE. 

Proceeding with the FAST TRACK approach does not exclude other 
options should there be a lack of investor interest. Until the 
final purchaser of an enterprise is identified{ the MoP will not 
formally issue authorization for the liquidation of the enterprise. 
As a result, should the advertisements not generate sufficient 
demand for the SOE, the MoP can put on hold the application for 
liquidation while the Founding Body considers alternative methods 
of privatization. 

Employee/management partnerships are invited to propose their 
offers for negotiations in the auction system. In the case of 
similar offers, these partnerships should receive preferential 
treatment by the negotiating committees. 

When a SOE has an investor, either domestic or foreign, the best 
route for privatization-is not the FAST TRACK. The MoP expects that 
investors will either seek to create a new company through the 
liquidation called "Contribution into Company" 
The FAST TRACK process can be broken down into four stages which 
are mentioned briefly here and outlined in detail later in the 
chapter. Stage One - Initiation, requires a strategic decision 
on the part of the vovioda to apply to the FAST TRACK program. 
Usually firms directed toward this project are facing liquidation 
through article 19 of the State Owned Enterprise Act and are in 
need of an investor. The application process requires many of the 
same documents as are needed for liquidation. 

Stage Two - Green Light for FAST TRACK, is when the Ministry gives 
preliminary approval to proceed with liquidation and appoints a 
representative from the delagutura to organize negotiations. Stage 
Three - Negotiations, contains the first estimation of the exit 
price, initial contacts with investors as well as the negotiation 
process itself. Stage Four - Transfer of Ownership is the stage 
where final prices are set and final approvals are given. 

2. Privatization in perspective 

In January 1990 the government launched a radical stabilization 
plan composed of five key reforms: 1) deregulation of prices 2) 
introduction of a convertible currency 3) introduction of wage 
controls 4) setting of realistic interest rates and 5) balancing 
the budget. The second half of 1990 was characterized by intensive 
legislative and preparatory efforts paving the way for 
privatization of large, medium and small State Owned Enterprises 
(SOEs). Privatization has been the most complex and protracted of 
the reform measures. The ultimate goal of the program is to promote 
an efficient economy through reducing state involvement in the 
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industrial and business service sector. In order to achieve this 
aim the Polish program attempted to be flexible, fair and, wherever 
possible, decentralized. 

The scale of the privatization task was unprecedented - 8,000 SOEs 
to be privatized in a matter of years. There was no experience in 
the world which would show Poland the path toward the market. Much 
of the reform program had to be created by piecing together related 
experiences of other governments around the world. 

Privatization in Poland 1:s governed by the "Act on Privatization 
State Owned Enterprises" of July 13th 1990 and in some cases, the 
State Owned Enterprise Act of 1981 and the bankruptcy law emanating 
from the Presidential decree of 1937. For the majority of Polish 
SOEs, there are two paths to privatization: 

A. Privatization through Transformation 

B. Privatization through Liquidation 

A. Privatization through Transformation 

Privatization through Transformation is usually employed with large 
SOEs but is not necessarily limited to these companies. The 
Tr~nsfl?rma~ion process puts the MoP in total control of the 
prl;va,tlt~-a.iU;i~~ .• ,.;, ~ "-fl' <, ' ,-

: ':'':-~~~~~~~~~4ti .. ::-~~'\-:'~~'~ 
, ~ .... l:f"""":,,.,._ •• ~ ... .,,~~ • ."...-.!(- •• ~........ ." ,-" - • 

Privatizati~n th.I.'I!i1:1~h Transrermation occurs in two stages. The 
first is when the SOE is transformed to a limited liability company 
or a joint stock c0m~any owned by the State Treasury and operated 
by the Commercial Cede. During Transformation the MoP is the sole 
representative of the State Treasury (therefore the SOE). The 
second stage is the actual privatization through either of three 
methods: Public Offering, Trade Sale, a combination of Public 
Offering and Trade Sale or Mass Privatization. 

In choosing a method of privatization, strategic considerations on 
behalf of the MoP the company are essential. The initial question 
the MoP must ask is, what goals should be accomplished through 
privatization? During the Transformation process, the MoP is 
responsible for establishing the aims it wishes to achieve and the 
strategy it will employ in the privatization process. There are 
several possible goals: 

1. 
2. 
3. 
4. 
5. 
6. 

creation of a private enterprise 
generation of revenue 
public participation/domestic ownership 
creation (enhancement) of financial markets 
speed in privatization 
introduction of new (foreign) capital & technology 
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The Public Offering method is well publicized. Early examples 
include ExBud, Tonsil and Prutnik. Since the first historic round 
there have been additional offerings, such as Swarzenc. Public 
offerings are an important tool in the government's privatization 
strategy because they simultaneously generate public involvement in 
privatization and capital for the Treasury (thus reducing the 
government debt) and they have created the need for various capital 
markets such as the stock exchange. Also, public offerings are a 
vehicle for maintaining domestic ownership. Most importantly, of 
course, public offerings produce private companies. 

One of the drawbacks of public offerings is their expense and the 
time it takes to complete the process. Also, public offerings are 
not practical for firms other than those that are large and well 
known. 

Privatization through trade sale is an effective method for 
incorporating foreign investment and technology into Poland. Some 
examples include the sale of 80% of the detergent manufacturer 
Pollena Bydgoszcz to Unilever, 66 2/3% of the lighting company 
Polam Pila to Phillips, 80% of the potato processor POL-BAF to 
Basic American Foods and 80% of the pulp and paper machinery 
company FAMPA to Beloit Corp. An example of a trade sale mixed with 
a public offering is the sale of 40% of Wedel to PepsiCo. 

Trade Sales create private enterprise while enhancing domestic 
capital markets (Polish banks and investment institutions can be 
used). A Trade Sale is a fairly simple process which creates a 
private company and generates revenue for the treasury at the same 
time. Thanks to the Sector Approach (described below) the time 
needed to accomplish a trade sale has been greatly reduced, yet 
speed is sacrificed when the terms of an agreement are at stake. 

A Trade Sale typically involves the following steps: appointment of 
an adviser by the Ministry of Privatization (frequently this will 
be the sector adviser under the sectoral privatization program, see 
below); the adviser prepares the company for privatization and 
drafts the information memorandum; the adviser organizes a public 
invitation to negotiate (this includes advertisements in the press 
as well as direct contact with foreign investors); investors who 
respond to invitations receive the information memorandum and are 
asked to submit an investment proposal composed of two elements (1) 
price they are willing to pay and (2) plan they have for the 
company being sold, including any investment/employment they are 
willing to commit to; the adviser then analyses the investment 
proposals and selects a short list of investors for final 
negotiations. 

The investors on the short list are given to the company being sold 
to conduct due diligence. Following due diligence potential 
investors' are requested to submit a binding offer. These offers 
will frequently be the subject of further discussion and 
negotiations until agreement is reached with one of the investors. 
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The Mini-s·try ef P·rivatization has created this process to provide 
a clear and structured framework for foreign investment in Poland . 

The Mass Privatization program does not privatize companies on an 
individual basis; in groups of twenty each, 200-400 companies will 
be privatized using this method. The goal of the program is to 
transfer control and management of these companies to newly created 
funds called National Wealth Management Funds (NWMF). The· NWMF will 
be operated by Western Banks and consulting firms; however, thry 
will be owned by the Polish government until a time when these 
funds will be offered to the public. Companies are selected for 
Mass Privatization on the basis of size (some of the largest have 
been chosen), annual sales (usually over 10 million per year), 
ability to demonstrate profit and willingness to be privatized 
through this method. 

The chief strategic considerations which led to the creation of the 
Mass Privatization program was the MoP's desire to accelerate the 
privatization process and use foreign know-how yet maintain 
domestic ownership. 

B. Privatization through Liquidation 

Privatization through Liquidation was created as a method of giving 
medium and small firms and their Founding Bodies control over the 
method through which they will privatize. As much as possible the 
preparation process for privatization is decentralized. The 
strategic decisions for this type of privatization rest in the 
hands of the firms and the (usually) local officials. 

According to the Privatization Law of State-Owned Enterprises, an 
SOE may convert it's assets to private hands through three types of 
liq:uicia.tiC!,n': . . . 

.... ~-.; ·.~t;-I;O. _o{.~, '(.4,-:::1'" ....... " ... • 1 • .. '.. '. ·o'·Xs·set S'ale';" 
a Joint Venture; 
o Management/ Employee Buy-Out. 

The Liquidation regulations give ultimate amount of flexibility 
regarding terms of payment. Preference is given to 100% cash 
offers, which are given a 1. 25 weight when compared to otheL 
offers. Non-cash offers must consist of a 40% cash downpayment for 
the enterprise, plus a loan for the remaining 60% of the enterprise 
price. The Ministry of Privatization understands domestic lack of 
capital, and believes both monetary (i.e., direct credits) and non
monetary (i.e., allowance of time for financing) benefits should be 
granted to investors whenever possible. 

Leasing to own SOEs is the most common form of purchase. The 
interest rate for the leasing of enterprises is determined by 
Ministry of Finance regulations, passed on November 10, 1990. The 
interest rate is equal to 75% of the present interest rate (i.e., 
the rate equivalent to the discount rate in the United States), but 
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can be no less than 30% per annum. Additionally, the minimal cash 
level paid for an enterprise (i.e., the 40% cash downpayment) must 
be greater than the minimal amount of cash required to let an 
enterprise's assets through liquidation. Under Article 38 of the 
July 13, 1990 Privatization Law, an enterprise's assets can be let 
only if the amount of share capital or the equity capital of the 
company is not less than 20% of the joint value of the founding 
fund and the fund of the liquidated enterprise. 

Loan payments are divided into a maximum of 16 payments paid over 
four years. There is a one year grace period on the repayment of 
principal. Additionally, during the first four quarters of the 
loan, the interest payments can be deferred such that the purchaser 
pays only 1/3 of the interest payments The remainder is added on 
to the principal value of the loan; however, interest is not 
charged on this increment. During the second year, 50% of the 
interest payments can be deferred. All assets of the state-owned 
enterprise are used as collateral for the loan, although other 
forms of securitizatt0n are possible (i.e., bank guarantees, third 
party guarantees). Finally, if the firm is purchased at "brutto· 
book value (1. e., without liabilities), a higher price must be paid 
to factor this in. 

.' -' .:~~. f::'~;'~~" :'~:.:--:'-'~~::~'~:-~~' 
......... _ '-'''''\ 4. __ '(, ... \,.,;..:,'/. 
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STAGE ONE - INITIATION 

o ELIGIBILITY 

o 

The FAST TRACK program is an accelerated privatization of an 
SOE through the "asset sale" under article 19 of the State 
Owned Enterprise Act of 1981. Normally a Founding Body 
considers directing an SOE to the FAST TRACK program once an 
SOE has already requested privatization through liquidation 
yet does not have the capital investment required to proceed 
on its own. Often these SOEs are on the brink of being forced 
to enter bankruptcy (article 19 of the State Owned Enterprise 
Act of 1981) and thus discontinue as ongoing concerns. When 
this is the case, Founding Bodies suggest the consideration of 
sale through FAST TRACK. 

The following criteria must be met for a firm to be eligible 
fer ,t~e ~~~g ~~K pro~~: 

• - if •• - -" • 

A. 

B. 

C. 

D. 

agreement between Worker's Council, management and 
Founding Body to enter FAST TRACK program. 

clearly defined land and asset ownership. 

net book vaJ,ue between 2 billion and 30 billion 
zloty. 

under 500 employees. 

STRATEGIC DECISION and APPLICATION for FAST TRACK: 

If the SOE in need of an investor meets the above criteria, 
the Founding Body drafts compiles the following information: 

A. statement of agreement for entering the FAST TRACK 
program between the Worker's Council, management 
and the Founding Body; 

sample statement page xx 

B. list of assets" including a demonstration of the 
property ownership status; 

C. 

sample asset list page xx 

analysis of enterprise value: usually net book 
value of assets (not including intangible assets 
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E. 

such as goodwill, trademarks, patents, copyrights, 
joint ventures with other enterprises); 

sample analysis page xx 

a completed MOP questionnaire; 

sample questionnaire page xx , 

instructions to liquidate directed toward the SOE 
liquidation team; 

sample instructions page xx 

to initiate the auction process these documents are submitted 
to tile ~p, a~. ,~~ ,follClwing address: 

Mr. Krzytof Glogowski 
36 Krucza 
Warsawa 

STAGE TWO - GREEN LIGHT FOR FAST TRACK 

o PRELIMINARY APPROVAL from MoP 

Once the MoP receives the information from the Founding Body, 
three events take place to further the process: 

A. the MoP decides whether the enterprise should be 
liquidated through Article 19 or Article 37; 

NOTE: if the enterprise has leased 
assets prior to liquidation, 
privatized through article 19 of 
Enterprise Act; 

over 50% of its 
it should be 
the Sate Owned 

NOTE: if the enterprise is not paying 
regular/annual dividends to the State Treasury 
(which amount to approximately 8% of total net 
assets), it should be privatized through article 19 
of the State Owned Enterprise Act; 

B. the MoP informs the Founding Body of its approval 
to proceed toward liquidation of the enterprise 
through article 37; 

c. 

NOTE: this is not final approval, final approval 
will not be granted. until a terms of sale are 
negotiated) ; 

the MoP appoints a representative from the 
Delegatura to advise on negotiation, assist in the 
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preparatory process and help establish an exit 
price. 

Until completion of the sale, the role of the MoP is to assist 
by providing information and directing the national 
advertising campaign, 

STAGE THREE - NEGOTIATION 

o NEGOTIATION COMMISSION FORMS and PREPARES for SALE 

Once the SOE has been accepted for the FAST TRACK program, the 
Founding Body sets up a Negotiations Commission which is 
composed of up to three representatives of the Founding Body, 
the local delegatura, a member of Workers' Council and others 
as is appropriate. 

The Negotiation Commission should prepare for negotiations by 
completing the following steps: 

A. draft information 
investors; 

prospectus 

sample document, page xx 

for interested 

B. establish an estimated value of the SOE, called an 
"exit price"; 

please see pages xx to xx 

C. place local advertisements in conjunction with the 
MoP national advertising campaign, which specifies 
a period of 14 days for due diligence on the part 
of the investors. 

see sample advertisement on pages xx 

During the due diligence period, the Negotiations Committee is 
responsible for: 

D. responding to questions from interested investors 

E. providing "information prospects" to investors 

At the end of the 14-day period, the Negotiations Committee is 
responsible for: 

. F. receiving proposals from investor (proposals should 
include the price, business plan and intended form 
of payment); 
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G. 

H. 

I. 

adjusting the "exit price" by comparing the 
original estimated value and the offers of 
investors; 

choosing, through direct ballot, an investor with 
whom the sale will be negotiated (once the investor' 
of first choice has been identified, the investor 
has 7 days to accept the offer to negotiate. The 
investor demonstrates willingness to negotiate 
through a good faith deposit of 5% of estimated 
sales price); 

initiating and completing the negotiation process 
resulting in price, business plan and method of 
payment agreed upon between the Negotiating 
€C!IIDli:II·sien and the investor; 

see chapter xx for discussion on negotiation 

STAGE FOUR - TRANSFER OF OWNERSHIP 

o Legal and financial matters are settled completing 
transformation of ownership from State to private hands. 

Once negotiations are completed the Founding Body must: 

A. 

B. 

C. 

take a final inventory count and reaffirm 
value (if there is significant variation 
sale price compensation either way 
negotiated) ; 

the book 
from the 
can be 

document final approval by the Worker's Council; 

notify the MoP of the identity of the investor and 
that an agreement has been reached. 

Once the MoP is aware that an agreement has been reached, the 
MoP will: 

D. give final ,approval for the liquidation of the SOE by 
signing the liquidation instructions drafted in Stage *1 

..... -~ . 
.~.!-.. 0°_ 



• 
I 
I 
i 
I 
I 
I 
I 
I 
I 
1< 

--
I 
I 
I 
'I 
I 
I 
I' 
I 

~, 

by the Founding Body; 

E. inform the Founding Body of the approval for liquidation. 

When the Founding Body receives the approval of the MoP, it 
will then: 

F. sign the sale contract (this can occur the same day the 
MoP gives final approval for the liquidation of the 
enterprise - note: the court must also approve the 
contract); 

G. the Founding Body eliminates the company from the books. 

-,' 

I 
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SECTION TWO 

COMPETITIVE TENDERS IN A MARKET ECONOMY 
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II. Competitive tenders in a market economy 

This section- will present the theory behind a competi ti ve 
tender in a market economy. Particular attention will be paid 
to corporate auctions in the united states. 

Some of the questions addressed in this section include: 
What is a corporate auction? What are the mechanics involved 
in the process of selling an enterprise through a competitive 
tender? What can auctions accomplish? Who benefits from the 
sale of an enterprise through an auction? What are the 
drawbacks? What types of problems does a seller and/or a 
buyer face as a result of ownership transfer through a process 
of competitive tender? 

Practical application will also be presented in order to 
demonstrate and explain some of the logistical and legal 
issues and problems that arise in u.S. competitive tenders. 

A. The theory behind auctions 

Auctions provide a familiar and simple method for reallocating 
resources from sellers to buyers. They are particularly 
appealing when a seller does not know or is uncertain how much 
each buyer values the resources being sold. Despite this 
incompleteness of information, characteristic in the emerging 
market economies, auctions can perform quite well with respect 
to two major objectives: 

o capital goods get into the hands of those who value them 
the most (i.e., use them best) - the goal of efficiency; 

o the recipients pay only slightly less than their 
valuations - the goal of raising revenue. 

By inducing buyers to compete against each other, auctions 
tend to fulfill these two objectives better than do the most 
common alternatives to auctions: price-setting by the seller 
(where the seller simply fixes a price and sells to the first 
taker), and haggling between the seller and individual buyers. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

B. Use of auctions in a market economy - U.s. perspective 

Mergers and acquisitions in the U. s. economy have changed 
greatly over the past decade. As collateral for acquisition 
loans, bidders offer merely the target-firm' s cash flow, 
rather than hard assets. In order to maximize the sellers' 
price, deal-makers have increasingly turned to corporate 
auctions as an accepted way of selling middle market 
businesses. 

Proponents of auctions point to the speed and control which an 
auction can give the seller. Critics point to the tensions, 
the awkwardness, the tendency to overpay and the' business 
risks. One thing is certain: in order to avoid failure, 
purchasers and sellers should understand what a corporate 
auction is, and what auctions can and cannot accomplish. 

What is a corporate auction: 

The term "auction" is often misunderstood. Traditional 
auctions of property, such as art and antiques, allow each 
bidder to know how much other potential investors are bidding. 
Most corporate auctions do not happen that way, especially if 
the seller is not a publicly traded company (its shares are 
not openly traded on the stock exchange). 

As is the case with the fast track - auction program in 
Poland, the U.s. seller or its advisors carefully control the 
flow of information about the seller, about other bids and 
about required terms and conditions. 

There are many types of corporate auctions in the united 
states. Following is an theoretical example of a corporate 
auction: 

The seller and its financial advisors prepare a 20 to 50 page 
written corporate profile describing the target company and 
draft a list of potential bidders which have expressed 
interest in the firm. The seller's attorney drafts a 
nondisclosure letter (discussed in detail in section VIII 
Negotiations of the vademecum), for each potential bidder to 
sign, which reduces the chance that a bidder subsequently 
misuses sensitive information about the seller. 

The attorney representing the seller approaches all potential 
bidders simultaneously. This process can take from several 
weeks to several months. 

Each potential bidder first gets a one or two page description 
of the targeted company, which in certain cases remains 
disguised, along with a confidentiality letter. The advisor 
speaks with each potential bidder to measure the level of 
interest. Those who pass this initial screening, sign the( 
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nondisclosure letter and receive a copy of the 20 to 50 page 
corporate profile, along with an outline of the auction 
process. 

Potential bidders are given several weeks to request 
additional information, briefly visit the seller's facilities 
and develop a preliminary bid by a stated deadline. In a so
called quite auction, the seller selects several finalists by 
quizzing preliminary bidders on their price, the terms and 
their financial condition. The seller may decide to tell 
potential bidders that there is a minimum bid price, and may 
explicitly discourage certain form of payment for the 
acquisition. Each finalist is then asked to submit a bid 
which conforms to an outline specified by the seller. 
Finalists are later encouraged to up their bids. 

In an outright auction, the competition is rougher. The 
. seller's attorney may even draft an entire purchase/sale 
contract, leaving' only the price and certain other key terms 
blank. The contract is sent to all serious bidders when the 
auction starts. This turns the tables on potential bidders. 
Before auctions, owners of private businesses rarely found 
themselves in such control of the divestiture process. 

The outright auction continues as the seller selects finalists 
and pushes for improvements to each contract submitted by a 
finalist. In the end, the seller and the winning bidder have 
agreed to a deal and are bound by its terms. This differs 
from a quiet auction, in which the winning bidder and the 
seller initially agree merely to a non-binding outline of the 
eventual deal. In the quiet auctions, it is therefore in the 
interest of the seller to continue discussions with more than 
one party as long as possible, leaving little time between the 
non-binding bid and the legally binding contract. Conversely, 
since bidders don't want sellers to seek a better bid, bids 
usually expire quickly. 

with either an outright auction or a quiet auction, the time 
between an initial bid and an agreement can be as little as a 
couple of weeks, although a month or two is more common. 

What can auctions accomplish: 

Clearly the seller benefits more, from an auction, than a 
buyer. Auctions increase the seller's control over many 
elements of negotiations: 

o information flow; 

o deal terms; 

o the final sale price. 
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The seller can also compare bids for the firm which might 
otherwise emerge months or years apart. The seller can even 
insist that all bids be expressed in the same format, to ease 
the comparison. Additionally, the seller minimizes the time 
during which sale rumors may circulate among customers, 
suppliers and employees (negative effect of a firm's 
divestiture on employee morale, relations with suppliers and 
creditors is discussed in section VIII - Investor Verification 
of the Vademecum). 

There is one way in which auctions can help a potential 
purchaser: by sometimes demonstrating to unreasonable sellers 
that their business is worth less than they had hoped. Most 
of the time, though, disappointed sellers will simply decide 
to take their companies off the market. Owners of private 
firms have the right to do this, while management of a public 
firm (whose shares are openly traded on the stock market), may 
be forced to proceed anyway. 

What are the drawbacks of auctions: 

Auctions can cause problems. The unnatural time constraints 
placed on bidders erode the courtship process, reducing the 
chance for both buyer and seller to make the deal work. These 
time constraints characteristic of U.s. auctions also tempt 
bidders to cut back on needed due diligence of the targeted 
firm, at just the time when lack of information, and pressure 
to raise bids and soften terms, make due diligence 
particularly important. 

In addition, the seller who chooses to conduct an auction 
faces the risk of a taint. If no one steps up with an 
acceptable bid, _ the would-be seller is left with employee 
morale problems, and will likely face a lengthy period during 
which potential bidders view the company as "damaged 
merchandise." 

Auctions also deprive sellers of one important type of 
negotiation leverage: the implicit threat to the bidder that, 
unless the bid is satisfactory, the seller can later resume 
its search for another interested party. Once an auction is 
complete, no such threat remains, since the auction presumably 
uncovered all probable bidders. 

In conclusion, auctions create complexities for everyone 
involved. The many surprises contained in any deal are 
compresses into a short time period, multiplying the risks to 
both sides of the negotiation table. As a result, when using 
corporate auctions as a vehicle for company divestiture, it is 
important to plan ahead. 
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c. Use of Competitive Bidding in the, Nascent Market Economy 
of Poland 

Why auctions and public tenders 

Privatizing productive assets in an emerging market economy 
like Poland is a task to which auctions seem especially well
suited. 

Enterprise value: A major problem besetting privatization is 
how to determine, after many years of centralization, what are 
the most efficient private uses for particular capital. How 
can legal owners of the divested sate property ensure that the 
capital goods get into the hands of those who value them most. 

Transparency of the divestiture process: Another key problem 
which privatization teams face is skepticism and often open 
resentment by the local community, both business and 
individual, that the divestiture process may merely continue 
the "business as usual" process of keeping the country I s maj or 
enterprises under the control of small cadre of influential 
business and government leaders. 

For political goals of privatization to be achieved, this 
perception must be OVercome. Although public relations 
campaigns can help to overcome some negative attitudes, the 
ultimate determinant of support for the program will be proof, 
or at least sUbstantial evidence, of an open and fair process. 

The experience of several privatization experts indicate that 
local investors often take a "wait and See" attitude toward 
a privatization program. When the process is transparent and 
demonstrated to be fair and open, these investors will become 
enthusiastic and eager to participate in future divestitures. 
The signals which the local community receives at the outset 
of privatization are therefore critical to the program's long
term viability. 

In analyzing the use of auctions in an emerging market economy 
of Poland, it is necessary to establish the intended 
priorities of the Founding Body. As described in the outset 
of this section, there are two major theoretical objectives of 
divestiture through a competitive bidding process: 

o goal of achieving efficiency: the capital goods 
sold through the auction process get into the hands 
of those who value them the most (i.e., use them 
best); 

o goal of raising revenue. 
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Although raising revenue through the sale of productive assets 
is of importance in view of Poland's increasing budgetary 
constraints, the goal of achieving economic efficiency in the 
distribution of capital through auctions is generally the more 
urgent objective. 

This is especially the case with the above mentioned 
restrictions on foreign participation in the fast track -
auction program. To the extent that assets are sold to one's 
own citizens and keeping capital in domestic hands is 
increasingly becoming a political priority, the price they pay 
for these assets may be regarded as merely a transfer payment. 

Auction methods used in emerging market economies 

There are two major forms of divesting state-owned assets 
through the means of a competitive tender: 

1. Public Auction 

A public auction consists of convening a public forum, at a 
pre-specified date and location, at which companies or simple 
assets are bid on by any interested, and usually pre
qualified, buyers. As a rule, the assets or companies to be 
sold are described in public announcements, and there is often 
an opportunity to inspect these assets prior to the auction. 

For simple assets, such as machinery, the highest bidder will 
generally be awarded the sale immediately. 

When a company is auctioned, it is not unusual, and typically 
to the government's benefit, to hold a non-binding auction in 
which the top bidder or bidders are asked to enter into 
negotiations with the government so that the best total 
"package" of critical sale elements can be obtained including 
price and future plans of operation. 

o rationale for selection of this privatization method: as 
a general rule, public auctions are reserved for selling 
off individual assets, as well as smaller or less 
important SOEs, especially those which are defunct, in 
the government's portfolio. This is probably the most 
straightforward method of private placement. 

o The advantages of a public auction are that it is simple 
and fast, and also tends to generate personal competition 
among the bidders present which can drive the price 
higher than would be obtained through sealed bids. 

o One of the main disadvantages of public auctions is that, 
especially in a small business community, collusion among 
the bidders can occur, with all agreeing to hold their 
bids extremely low in the initial auctioning in the 
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2. 

expectation that the government's target price will come 
down as a result. 

Even without collusion, as these SOEs tend to be the 
least desirable, there may very well be only a few 
qualified buyers at the auction, and perhaps only one for 
whom the particular SOE is strongly suited to his line of 
business, and therefore saleable to him at a "reasonable" 
price. 

Public Tender 

The public tender is essentially an invitation to bid on a 
given SOE. In contrast to the public auction, a tender is 
usually in the form of a sealed bid which is submitted to the 
Founding Body. In the tender invitation document prepared by 
the Founding Body, a description of the enterprise and its 
assets is included, along with any special requirements such 
as employee retention, joint-venture arrangements, local 
participation, production profile restrictions. 

o rational for selection of this privatization method: 
tenders are generally required to divest larger or more 
complex enterprises in which the specific conditions for 
sale necessitate detailed proposals from investors. They 
are also used quite often used for small businesses 
divestitures, as governments tend to want time to 
consider offers, which would rule out public auctions 
where the sale is consummated "on the spot." 

o One of the main advantages of public tenders in contrast 
to public auctions is the fact that they provide 
opportunity for additional screening of and negotiations 
with potential investors. certain enterprises cannot be 
divested on the basis of a direct public auction. 

Public tenders also provide for some procedural 
restrictions on collusion among various bidders. This 
barrier to collusion has obvious limits. The relative 
small size of the business community provides for 
contacts among the various bidders in a competitive 
tender. Collusion thus remains an possibility. 

Problems with auctions in emerging market economies: 

It is important to realize at the outset some of the problems 
resulting from staging auctions in nascent market economies 
such as that of Poland. 

o Type of enterprises for the auction program: The first 
question is what type of enterprises should be channeled 
for privatization through the auctions system. In 
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certain cases, 
productive as 
investors. 

competitive tenders may be counter 
a vehicle for attracting potential 

Should the SOE intended for ownership transfer be of 
potential interest to investors and the exit price 
established by the Founding Body matching up w1th the 
financial performance of the enterprise, then a 
competitive tender may be the appropriate method of 
divestiture. 

Using competitive tenders in the case of companies with 
limited investor interest and experiencing significant 
financial difficulty may be counterproductive. Potential 
investors may be discouraged from competing in the 
auction process. In such a case, direct negotiations 
with an individual investor may be a more constructive 
method of locating a buyer for the enterprise. 

o Financial constraints: The problem of thin capital 
markets poses a problem. How many bidders are you likely 
to get? What is the probability that they will collude? 
In an emerging market economy it is only prudent for the 
government to do a bit of homework in setting its own 
reservation price below which bidding cannot proceed and 
in estimating a reasonable initial offer price (sometimes 
called the "exit price"), for the private sector so as to 
enhance its own negotiating position. 

In sum, in the case of the evolving market economy of Poland, 
the pure market mechanism of divestiture through a competitive 
tender will often fail because it will not generate a large 
number of informed and competitive bidders. This is 
especially the case in the present situation in Poland where 
participation . in the fast track auction program is 
restricted to domestic capital. 

o Rate of return on investment: Where a large capital 
investment is concerned, the uncertainty associated with 
its return may be considerable. Financial constraints of 
the investor, characteristic in economies without a well
functioning capital market, create at least two related 
problems: 

the buyer with the highest 
able to pay the winning 
sources of funding, 

valuation may not be 
bid without external 

the return on invested capital may be insufficient 
to repay the loan - the buyer may go bankrupt. 

A possible solution to this risk is the introduction of 
tax/subsidy schemes by the State, which would have the effect 
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of reducing the variability of the return on capital and hence 
also the risk of bankruptcy. 

In the case of Poland, the creation of such subsidy schemes 
for participants in the fast track - auction program is not 
plausible in the near future. It would most likely also be 
counter productive eliminating the underlying principal of the 
auction program in Poland: investment of new, private capital 
into the business cycle. 

It follows from the problems faced by competitive tenders in 
an emerging market economy that the government or its 
representative will need to take an active role in valuing the 
assets and setting the price of the SOE. Once again, the 
importance of allocating the enterprise to the most efficient 
investor should be a priority in establishing the "winning" 
sale price in the bidding process. 

o Investor verification: In view of the limited size of 
the Polish capital market and budgetary constraints of 
the central authorities, it is important to stress the 
responsibility of verifying the investors ability to meet 
the financial obligations resulting from his bid in the 
auction. The issue of investor verification is discussed 
in greater detail in section VII - Investor Verification 
of the Vademecum. 

Appropriate value of the auctioned enterprise: 

The greatest risk faced by buyers in a competitive tenders is 
their uncertainty about the value of the assets they are 
bidding for. Such uncertainty can seriously distort buyers 
valuation of the sold enterprise and so interfere with 
efficiency. 

A high-bid auction process (highest bidder is the recipient of 
auctioned capital), such as the public tenders of the fast 
track - auction program in Poland, makes much greater demands 
on public knowledge about the value of the enterprise than 
open-exit auctions. In the case of high-bid auctions, 
individual bidders present their bids in sealed envelopes and 
are not aware of other participants' ,proposals (assuming no 
collusion takes place). 

In the case of open-exit auctions, such as the public auctions 
previously discussed, participating investor are aware of bids 
presented by other participants in the auction. The investor 
can thus base his proposed value of the firm (and the 
resulting bid), on the commonly held belief about the value of 
the enterprise. 

with little knowledge of other bidders' behavior, the more 
risk-averse a buyer is, the more he wishes to insure himself 
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against the eventuality of losing, that is, bid as close to 
their valuations as possible. This phenomenon tends to work 
against efficiency - it means that a buyer may win the auction 
not because his valuation is highest but because he is 
especially risk-averse. 

The problem of overbidding resulting from uncertainty about 
enterprise value is acute in situations where the divestiture 
of an SOE attracts a greater number of bidders as opposed to 
the 2 - 3 bidders in the case of the fast - track auction 
program in Poland. Nevertheless, lack of knowledge about the 
true value of the enterprise in the context of the fast track 
- auction program results in the sale price being based on the 
level of enterprise indebtedness without adequately taking 
into consideration the value of firm's fixed assets, work 
force, location and market share. 

section V - Firm Valuation of the Vademecum presents various 
methods of enterprise valuation and discusses the importance 
of establishing the value of the enterprise. 

Role of enterprise management in the auction process: 

Management of the enterprise can assist the Founding Body in 
presenting the firm to potential investors and establishing 
the true value of the enterprise. It should be the function 
of the Founding Body, however, to act as an active 
intermediary between the management and employees of the 
enterprise and any potential investors. Actual negotiations 
techniques are addressed in greater detail in Section VIII -
Negotiations of the Vademecum; 

Sale of complementary assets 

Items that are likely to be complimentary should be auctioned 
simultaneously. Inefficiencies may occur if capital is 
auctioned off one item at a time. A potential bidder may be 
reluctant to enter a strong bid for a portion of enterprise 
assets if he thinks he may not be able to secure additional 
assets (equipment), necessary to begin operation of the 
enterprise. As a result, auctions should aim at the 
divestiture of enterprises as going concerns as opposed to 
individual assets. For example, companies which have 
previously leased a significant portion of their fixed assets 
to third parties should not be presented for the auction 
program. 



I 
I 
I 
I SECTION THREE 

I GLOBAL PERSPECTIVE 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I. 
I 
I 
I 
I 



I 
I 
I 
I 
I' 

I 
I 
I 
I 
I 
I 
I 
I 
I 

•• 
I 
I 
I 
I 

PRIVATIZATION 

GLOBAL PERSPECTIVE 

Throughout the world, privatization policies are being formed and 
implimented by countries such as the United Kingdom and Canada to 
developing countries such as Eygpt and the Phillipeans. The scope 
of these projects varies greatly as do the techniques of 
privatization. Countries recently emerged from communist economies 
may be facing unprecendented challenges, yet there may also be 
useful lessons in the experiences of other governments undergoing 
less dramatic economic transition. 

The purpose of the GLOBAL PERSPECTIVE is to consolidate examples of 
the privatization experince in other countries so that the Founding 
Body representative is able to refer to strategic considerations of 
their counter-parts around the world. At the same time, many of 
these countries have an active interest in investment in Poland. 
Therefore each country is presented as a contact for the Founding 
Body to pursue when searching for investment. Attached are the 
analysis of the privatization experience of 28 countries along 
with relevant investment considerations. 

Summarized in the following pages are examples of the varieties of 
privatization methods employed around the world. These include the 
simple abolition of state monopoly rights (which permits 
competition), the sale of non-essential assets (such as worker 
housing), the use of management contracts for the operation of 
state-owned enterprises, the sale of majority or minority interests 
in a state-owned enterprise; and the total liquidation of a state
owned enterprise followed by the sale of its assets. 

When transactions have involved selling shares a combination of 
methods have been used to divest of these shares. Private sales 
(trade sales), invitations for bids from pre-qualified bidders have 
been frequently employed, fixed price offerings to the public have 
occurred and it isnormal to make shares available at preferential 
prices to workers and small buyers. 

A common characteristic of privatization programs has been the 
shifting perspectives and goals of governments engaged in such 
programs. The initial decision of governments to develop a 
privatization program has typically been generated by an acute 
shortage of revenue; but later events have usually demonstrated 
that there was very little agreement inside the government on what 
enterprises should be divested and how the proceeds should be used. 
The selection of enterprises and the means of divestiture have' 
usually entailed a considerable struggle, as it became apparent 
that the distribution of costs and benefits of divestiture could be 
greatly affected by such decsions. 

etc ... 
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Egypt 
Commercial Attache: Mr. Hegzi 

Experience with Privatization: 

Egypt is in a situation similar to Poland, After years of 
controlling almost all sectors of business in the country, the 
government has now set out on a program of privatization. Egypt is 
currently trying to attract foreign capital to invest in newly 
privatized countries, 

Egypt began its privatization program in early 1991. The 
government has sought to decontrol most prices and has a goal of 
complete agricultural price liberalization by the fiscal year 1992-
93; energy prices should also be totally deregulated in the next 
few years, 

Authorities in Egypt do not seek extremely rapid privatization of 
all sectors ana companies, Rather, the commercial attache stressed 
the importance of moderation in Egypt's approach to 
denationalization. Since 1989, Egypt has aggressively pursued a 
policy of opening its economy to foreign investment and trade. 

Holding companies have been created in the process of Egyptian 
privatization. Much privatization is occurring at the local level, 
Local founding bodies determine the value of small and medium sized 
firms. These companies are then advertized in the newspaper and 
sold at a public auctions. The Egyptian office of privatization is 
under the auspices of the prime. minister. 

Contacts, International Experiences: 

Egypt is currently competing on the international market to attract 
foreign investors for its own companies. However, contact between 
Poland and Egypt could be beneficial for both countries and 
Egyptians might potentially be interested in investing in Poland if 
provided with information about opportunities. 

The commercial attache can communicate with the prime minister 
(indirectly) via modem and can thus send to Egypt, to be 
distributed to Egyptian chambers of commerce and business 
associations, information about Polish investment opportunities. 

Through a Polish commercial affairs office, we could try to get 
further information about Egypt's privatization program, We could 
also try to obtain the addresses of chambers of commerce and 
business associations in Egypt for the vovoidship officials to 
contact directly. 
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Portugal 
Commercial Attache: Ernesto Martins 

Experience With Privatization: 

The 1974 revolution in Portugal overthrew the right wing dictator 
and replaced him with a communist government. This government 
proceeded to swiftly nationalize almost the entire economy: banks, 
agriculture, industry. In November of 1975, the communists lost 
control of the government, but the enterprises that they had 
claimed remained in the hands of the portuguese government. The 
process of reprivatization which was initiated in 1975 has been 
much more complicated and difficult than nationalization and still 
continues to this day, almost 20 years later. 

Most Portuguese enterprises, however, have been privatized, with 
the exception of gas, railroad, cement, oil, grains, and some food 
enterprises. Sometimes the old owners, who often fled portugal 
after the 1974 revolution, simply came back to reclaim their 
businesses and land and privatization was accomplished in this way. 
Auctions have been used in the privatization process. Often, 
however, particularly when small businesses are involved, .shares of 
firms to be privatized are simply sold on the stock market. 

Portugal has been received much aid from the European Community. 
Europe has an interest in keeping Portugal's economy heal thy so 
that an influx of unemployed Portuguese laborers does not overwhelm 
the economies of its neighbors. European assistance has been 
applied to diverse sectors in Portugal. Portugal has been very 
open to foreign investments, without which it could not have made 
the economic progress that it has achieved. 

Contacts. International Experiences: 

portugal has recently established a Portuguese-Polish Chamber of 
Commerce: Camara de comercio e Industria Luso-Po1aca; Sede 
Provisoria, Rua Antonio sergio, 90; 2750 Cascais; tel.: (01) 
3960630; fax (01) 3978167; telex 14572. This Chamber of Commerce 
was established in January, 1992, to promote and facilitate 
economic relations between the two countries. Enterprises which 
wish to privatize and seek investors could address their offers to 
this body. 

Portuguese companies might be interested in investing in the 
following sectors in Poland: civil construction, food, textiles, 
metals and machinery, naval construction, packaging, and banks. 
The commercial attache cautioned that portuguese companies selling 
and manufacturing consumer goods would be unlikely to invest in 
Poland while there is a chaotic free market on the streets where, 
he said, consumers can buy anything cheaper than in a store. Thi's 
situation must somehow be regulated, he continued, before 
portuguese investors would feel that they could realize any profit 
in Poland. 
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Vovoidship officials might also contact Ernesto Martins, Portuguese 
Government Trade Representative in Poland, Swietokrzyska 30 apt. 
149, 00-116 Warsawi telephone: 24 95 IIi telex: 814330 icep pl. 
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Norway 
Commercial Attache: Lars Chr. Lindstad 

Experience With Privatization: 

The Norwegian government still dominates and directs almost all 
economic activity in the country. However r this does not imply 
that the firms are not competitive on an international market or 
profitable. Rather r many state-owned companies have mandates to 
cover a certain amount of their costs through their earnings. 
Furthermore r state companies implement private business practices. 

Privatization is corning to Scandinavia and state companies are 
trying to diversify as they seek to join the private sector. 
However r Norway has not yet implemented a large-scale privatization 
program. Rather r companies seek to merge alliances and 
decentralize businesses in order to become more competitive on the 
international market on which Norway depends for its economic 
livelihood. 

Contacts, International Experiences: 

Norwegians cite Poland's sizer geographical proximitYr farge 
market r and commercial links to Norway as reasons for preferring to 
invest in Poland rather than other ex-Comecon countries. Norwegian 
firms have invested a little less than $30 million in 60 joint 
ventures in Poland. They have also sen.t technical information to 
Poland and have established agreements on cooperation outside joint 
ventures such between NOT r the Polish engineering association r in 
Katowice and a similar Norwegian organization. 

Norwegian companies are most interested in investing in the energy 
and maritime sectors in Poland. They are also interested in the 
poly technical and food industries. 

Problems that Norwegian companies have encountered in investing in 
Poland include: a lack of clear legislative framework for 
privatization r confusing practices in privatization r an 
overwhelming bureaucracy which greatly slows the decision-making 
process r instability and inconsistency in the government and a 
perceived lack of guarantees and/or continuity. Poland is 
currently believed to be a high-risk investment for Norwegian 
companies. 

The most successful international efforts have been arranged on a 
firm-to-firm and business-to-business level. The fewer authorities 
and bureaucrats who are involved r the commercial attache noted r the 
more likely the effort is to realize its goals. Vovoidships must 
find their place in the international market r the attache stressed r 
and then try to communicate with other professionals in their field 
who might be interested in investments in Poland. 

Polish companies interested in contacting potential Norwegian 
investors or professional societies can direct their requests to: 
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Lars Chr. Lindstad, Commercial Secretary, Norwegian Trade council, 
u. Fr. Chopina 2 A, PL-00-559 Warszawai telephone: 29 09 36; fax: 
28 09 38; telex: 813738 nora pl. 

Norwegian investments in Poland have been financed either through 
international funds or through private capital investments. There 
is a joint Scandinavian bank representative in Warsaw. That 
address is: Scandinavian Banking Partners, Warsaw Representative 
Office, Jana Pawla II 73, 01-038 Warszawa; telephone: 38 10 40 and 
38 42 02; fax: 38 42 02. 



I 
,I 
I 
I 
I 
I 
I, 

'. 
,I 
I 
I 
I 
I 
I 
I 
I 
I 
I' 
I 

Thailand 
First Secretary: Charnvit Buathongchan 

Experience With Privatization: 

As businesses in Thailand have always been privately run, Thailand 
has no real experiences with privatization (with the exception of 
public utilities and a few other large state-run enterprises). 

Contacts, International Experiences: 

Thailand would very much like to invest in Poland. In November 
1991, a Polish delegation visited Thailand. Thai investors are 
extremely interested in the Polish textile industry and 
representatives from 17 Thai companies will be attending the faire 
in Poznan in March 1992. Thai investors are actively looking for 
opportunities in Poland. They would like to find partners and wish 
to invest in manufacturing and in privatization. 

The Thai chamber of commerce organizes groups of interested 
investors. CP Intertrade, a Thai trading company which has 
branches in the United States, China and Portugal, is planning to 
visit Poland and is interested in investing here. 

Thai companies express concern about the unreliability of Poland's 
banking system. The Polish bank PKO has, however, signed an 
agreement with the Thai Military Bank in Bangkok in order to 
encourage international business between the two countries. 
Potential Thai investors are also very worried about the Polish tax 
laws and are uncertain about their ability to transfer their 
profits back to Thailand. In Thailand, they say, there are many 
more incentives for investors than there are in Poland and the tax 
laws are such that foreign investors can be sure that they will be 
able to keep their earnings. In Poland, on the other hand, 
investors do not feel comfortable with or certain about the laws 
governing taxes and the transfer of profits. Furthermore, high 
rents in Poland (particularly Warsaw) have discouraged both 
wholesalers and potential investors. 

Thai companies have expressed interest in investing in textiles, 
agriculture and construction in Poland. Vovoidship officials can 
directly contact the Thai Chamber of Trade and Commerce in Bangkok 
with inquiries and offers. That address is: Board of Trade of 
Thailand, 150 Rajbopit, Bangkok 10200, Thailand; phone: (66 2) 221-
0555, 221-1827 i fax: (66 2) 225-3995i telex: 84309 BoT TH. 
vovoidship officials can also communicate through the Thai embassy 
in Warsaw. The contact there is: Charnvit Buathongchan, First 
secretary, Royal Thai Embassy, ul. Staroscinska 1 B m. 2-3, 02-516 
Warszawai telephone: 49 26 55, 46 64 14, 49 47 30, and 49 14 06. 



I' 

I 
I 
I 
I, 
I' 
I 
I 
I 
), 

.' 
I 
I 
I 
I 
'I' 
I 

Korea 
Director Korea Trade center: Jang-Kyun Kim 

Experience With Privatization: 

Korea was occupied and controlled by Japan for 36 years. When 
Japan was defeated at the end of World War II, it withdrew from 
Korea and the ownership of Korean companies and interests. At that 
time, Korea was not very developed economically and produced very 
few consumer goods and no high technology. with economic and 
military aid from the United States (totalling $2 billion and $8 
billion respectively), Korea sought to rebuild and expand its 
economy. 

Korea's success has largely been due to hard work. The main focus 
of the Korean program was: self-help, diligence and autonomy for 
the workers. Koreans sought to become internationally competitive 
and stressed global inVOlvement in their efforts. 1960 marked a 
turning point in Korea's economic development. 

Contacts. International Experiences: 

Korea would like to stimulate economic activity involving small and 
medium-sized businesses. Korean companies have already invested in 
several joint ventures in Poland including companies which produce 
paper pads, personal computers, chemicals, and televisions. Korean 
investors have already spent approximately $20 billion in Poland 
and other investments are still in the process of, being negotiated. 

A survey of Korean investors in November and December of 1991 
showed that Koreans found conditions for investment best in 
Hungary, next best in Poland and worst in Czechoslovakia. Koreans 
cite geographical advantages to investing' in Poland: it opens up 
the varied markets of Germany, the former Soviet Union, 
Czechoslovakia and the Middle East to them. Polish workers, they 
add, are well educated and highly trained while salaries in Poland 
are comparatively low, providing further impetus for potential 
investors. However, investors consider all possible international 
investments before deciding upon Poland, and, Jang-Kyun Kim 
stressed, there is a great deal of competition from other countries 
to pull potential investors away from Poland. 

Potential investors from Korea are concerned about the current tax 
laws in Poland which, from their perspective, often do not leave 
them a large enough profit margin to make financial activity here 
worthwhile. They also express unease with the trade unions and the 
problems and unrest these have been perceived to be causing. 
Furthermore, Korean companies find that Polish production lines are 
often not well organized and would require a large capital 
investment to become more streamlined and efficient. The banking 
system in Poland has also caused Koreans much frustration and they 
have expressed concern about guarantees and the transferability of 
money. Banks must additionally improve their services in order to 
please the Korean customer who currently finds them inefficient and 
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rude. Finally, Koreans worry about government and ministerial 
stability and. continuity and complain that frequent changes and 
inconsistent policies could adversely affect Polish economic reform 
efforts. 

Korean companies have expressed an interest in investing in the 
following small and medium-sized plants in Poland: condom and 
sUrgical glove manufacturing, laundry and toilet soap 
manufacturing, toothpaste manufacturing, detergent manufacturing, 
sunflower seed oil processing, potato starch manufacturing and 
processing, P.E. film capacitator manufacturing, oil filter 
manufacturing, P. P. woven bag manufacturing, disposable syringe and 
needle manufacturing, towel manufacturing, instant noodle, rice 
bran oil, bottling (filling and capping, asphalt mixing, oxygen, 
ice making,' cold storage, pvc pipe manufacturing, and velcro magic 
tape manufacturing. Korean companies have also indicated that they 
would like to invest in any kind of machinery. 

Vovoidship offiCials should directly contact Jang-Kyun Kim with 
inquires and requests for information and investors and he will 
direct them to the appropriate Korean government agencies, 
organizations, or potential investors. His address is: Korea Trade 
Center, Warsaw, St. Mokotowska 4/6, OO~641 Warsaw; telephone: 25 35 
36 and 25 35 47; fax: 25 29 35; telex: 813488 kotra pl. 
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Great Britain and Ireland (Northern) 
First Secretary (Commercial): Michael A. Corbett 

Experiences With Privatization: 

Great Britain has had an extremely po~itive experience with 
privatization. The process, initiated 1n 1979, has produced 
dramatic gains for industry, employees, consumers and the citizens 
who purchased shares of the companies being de-nationalized. 
Furthermore, privatization has greatly increased the efficiency of 
resource allocation within the British economy. 

In 1979, the government controlled a great number of large 
enterprises including: coal, steel, electricity, gas, railways, 
docks, canals, trucking, telecommunications, aircraft, 
shipbuilding, car manufacturing, oil, and silicon chip production. 
The overall performance of most of these industries was poor and in 
some cases there were even negative returns on capital. 
Furthermore, the political cycle of the government officials 
responsible for the companies was much shorter than the business 
cycle and thus frequent political changes did not allow consistent 
and effective long-term policies to be implemented. 

The British financial community at first resisted the proposed 
privatization program. Their concerns were proven irrelevant as 
ordinary people, whom they thought would not understand equity or 
share ownership, responded in an overwhelmingly positive way to the 
sales of shares of companies to be privatized. The capital market 
in Britain proved to be much larger and more dynamic than the" 
financial community had thought at first. Indeed, privatization 
has exceeded the expected capacity of the equity market by L 5 
billion. 

Additionally, the British experience has shown that by extending 
the ownerShip of companies to private individuals, these people 
begin to feel more direct responsibilities to and rewards from the 
firms' activities; this then influences general public opinions and 
attitudes. Furthermore, privatization in Britain has freed the 
government from its ownership concerns, which had began to dominate 
its politics, to pursue more regulatory functions. No longer 
directly invovled in the management of enterprises, the state has 
found that it can more effectively protect the consumer and the 
electorate. 

The British government has continued to participate in endangered 
sectors to protect these industries. It has also sought to 
maintain certain prices and services through a system of licenses 
which stipulate that certain essential services and facilities must 
be provided in particular industries even if their provision proves 
uneconomic. 

Privatization in Britain was accomplished through a mixture of 
competitive tenders and fixed price stock sales; this system sought 
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to appease all types of potential investors as larger companies 
preferred tenders while smaller investors generally sought to 
purchase fixed-price stocks. In order to truly succeed in Britain, 
the process of privatization had to be accompanied by educational 
and cultural reforms; entrepreneurship had to become something that 
was no longer frowned upon and students needed to be able to learn 
about the principals and practices of a market economy. Also 
important to the British experience were: special provisions made 
to encourage employees to purchase shares of their companies, 
readily accessible and easily understandable information about the 
process, a clear understanding of how prices were determined, and 
effective and broad publicity of both the process itself and the 
companies which were for sale. 

Contacts, International Experiences: 

There are currently two schemes by which the British government 
seeks to encourage investment in Poland. One involves a pre
investment feasibility study (PIFS). British companies bear up 50% 
of the cost for these studies up to L 550,000. The second scheme 
organizes the training of investment personnel once the investment 
has been made. The Polish partners can be trained and learn 
British know-how either in the United Kingdom or in Poland. ThuB 
far, many feasibility studies have been undertaken but few have led 
to actual investments in Poland. 

British investors are concerned that the instability and 
uncertainties of the Polish government pose too many risks to make 
undertaking an investment worthwhile. Some are choosing to go to 
Hungary and Czechoslovakia where they feel the investment climate 
is better and the governments are more stable and consistent. 
Once in Poland, British firms worry that the ground rules and 
legislation will change and that they will find themselves dealing 
with different people, policies and economic conditions than those 
under which they chose to invest in Poland. Additionally, the 
Br~tish complain that valuations in Poland tend to be arbitrary and 
opaque and they are dubious about the process of determining the 
final sum. Furthermore, potential, British investors cite an 
overwhelming Polish bureaucracy as another obstacle to realizing 
potential proj ects in Poland. The tax rates in Poland pose yet 
another hinderance for potential British investors. 

There are strong historical and cultural ties between Britain and 
Poland (not to mention a large Polish emigre community living in 
England) and thus British investors have continued to come to 
Poland. However many more would corne, Corbett explained, if there 
were not so many disincentives for investors here. So far, British 
companies have invested in 170 joint ventures in Poland, mostly in 
small companies, but in some medium-sized enterprises as well. New 
British investors generally look to the Warsaw region (although 
Corbett encourages them to seek opportunities elsewhere as well). 
Usually British firms do not have a problem identifying potential 
Polish partners as they often will have met representatives of 
these Polish companies at exhibitions and gatherings in the U.K. or 
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Poland. Trade missions are another popular means of establishing 
international contact. 

British companies have expressed interest in the following sectors 
in Poland: agricultural machinery, food packaging, food processing 
(at the small and medium-sized level). British firms would also 
like to use Poland as a manufacturing base for less sophisticated 
technology. 

There are various regional development organizations within the 
U.K., in Northern Ireland, Scotland, and Wales, for example, which 
seek to bring outside investors into the regions. Polish 
vovoidships could establish contact with these regional boards. The 
Northern Ireland Development Board, for example, sends a trade 
mission to Poland annually. Corbett might be able to get us the 
names and addresses of these contacts. 

Vovoidship officials can also contact Michael Corbett with 
inquiries and requests. His address is: British Embassy, Aleja Roz 
1, Warszawaj telephone: 28 0 01/5j fax: 21 71 61j telex: 813694 
Prod Pl. 
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Colombia 
Ambassador: Carlos Bula-Camacho 

Experience With Privatization: 

Colombia is going through a period of economic opening. There are 
two branches to this process: the elimination of taxes on imports, 
and privatization of banks and large industries. 

Colombian banks were nationalized in 1982-83. They are now being 
reprivatized with the idea that the Colombian government will 
retain control over the central bank and two or three specialized 
banks but that the rest will be turned over to private owners. 

According to the ambassador, privatization in Colombia is not the 
result of political changes or the pressure of any particular 
group; rather it represents a pragmatic solution to the general 
economic situation in the country and the world. Colombia hopes to 
proceed with privatization under good or at least normal economic 
conditions, Bula-Camacho stressed, not in panicked times when 
companies might be undervalued or sold too hastily. 

Colombia has not employed a system of public auctions in its 
privatization efforts. Rather, stocks in the various industries to 
be privatized are sold to competitive bidders. Foreign investors 
are also permitted to purchase stocks in Colombian companies. 
Firms may not be sold to a single investor, however. Colombia has 
thus created a stock market for its privatization program. 

Colombia has only undertaken the privatization of large industries, 
Bula-Camacho commented, as there is no perceived interest in the 
private purchase of medium or small enterprises. In some sectors, 
such as public communications, actual privatization may not occur 
but state monopolies will be eliminated. 

In Colombia, public and governmental opinion is deeply divided over 
the issue of privatization, and this has posed problems for the 
process. Critics of privatization fear that the process will 
unnecessarily cost the state great sums of money as well as future 
revenues. They are also afraid that money which has been invested 
in state-owned companies for many years will simply be lost. 

Contacts. International Experiences: 

The ambassador expressed great interest in rece~v~ng information 
about our project and in becoming part of a privatization network. 
He also hoped that we could meet with the a Colombian coffee 
exporter who is coming next month in the hopes of expanding his 
European market to Poland. 



I 
,I 
I 
t 
I 

I 
I' 
I 
I 
I 
I 
I 
I 
I, 
I 
I 
I 

Brazil 
Commercial Attache: Cesar Leiti 

Privatization Experience: 

Brazil has joined its Latin American neighbors in initiating the 
process of privatization. Brazil has a fairly large program,- but 
it has not proceeded at the same level or speed as Mexico's 
program. Brazil has privatized some big and successful companies 
with success. Most of the investors have been Brazilian, not 
because there is an anti-foreign attitude in Brazil but rather 
because some Brazilians have both the money and the desire to 
invest in their own country. 

Leiti cited the example of a steel company which was recently 
auctioned for $1.4 billion, of which 90% was Brazilian money. This 
is because the firm is profitable, Leiti says, citing a net gain of 
$300 million in the process. The only foreign investor which has 
bought a large amount of Brazilian company holdings has been Japan. 
Although foreign investors are unsure of Brazil's political and 
economic stability, Leiti says that they stand to gain much through 
Brazil's capital market which offers interests of 30%. 

The Brazilian government has accepted junk bonds in the process of 
privatizing industries. The government has thus issued, against 
its debt, papers which can be used in auctions. In this way, some 
Brazilians have become creditors of the Brazilian government and 
debt has been used to fuel the privatization process. 

Most banks in Brazil are private with the exception of a 
central/national bank, the Banco de Brazil, which is owned by the 
government, and some state-owned banks (i.e. Sao Paulo, Rio) 

The Brazilian government initiated its privatization efforts in 
order to trim a rather large and heavy bureaucratic structure. It 
has tried to sell companies that are doing well financially. Those 
companies that are not doing well financially and which undergo 
privatization, Leiti said, can be bought for very good prices. In 
some cases, federations of workers of a company, such as a railroad 
company, will buy the company despite its financially questionable 
state. They do this in the hopes that by thus personalizing the 
company they can invest large amounts of time and effort into 
making it profitable. There is talk that Brazil may privatize its 
oil company which has been state-owned since the late 1940s. The 
government has been privatizing all sorts of companies, regardless 
of size, as well as property. Most of these are being sold on the 
stock market. 

Contacts. International Experiences: 

Two Brazilian companies are interested in possible joint ventures 
in Poland. The first is a tobacco exporter, a branch of BAT, who 
comes to Poland to visit often and is looking to export Hollywood 
cigarettes. The second is a food packaging industry whose 
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representatives will visit Poland at the end of February. 
Brazilian companies hope to use Poland as a point of departure for 
the huge, still undeveloped markets of the former Soviet Union. 
They also see Poland as a convenient place from which to reach 
other East European markets such as Czechoslovakia, Hungary, and 
Bulgaria. 

Brazil has the third largest community of Polish people outside 
Poland, after the former Soviet Union and the United States. Poles 
are active in all arenas of Brazilian life. Two polish-Brazilian 
chambers of commerce, one in Rio and the other in Parana, have even 
been created in order to boost conunercial and financial ties 
between the two nations. Brazil is also Poland's second biggest 
creditor in the Club of Paris where a Brazilian delegation recently 
renegotiated Polish debt. 
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Germany 
Commercial Attache: Dr. Bernd von Muenchow-Pohl 

Experience with Privatization: 

In the former GDR, most privatization is done through a shopping 
list system where potential investors look through catalogues of 
companies, listed by cities and sectors, and obtain statistics 
(number of employees, etc.) about the companies. Interested 
investors can then contact a regional office to request more 
information about the companies. 

Germany has used public auctions to privatize companies. The 
companies which have been auctioned have been bigger companies with 
larger assets. These companies have been advertized in 
international papers before they were auctioned. Auctions, 
however, are the exception rather than the rule and most small and 
medium sized businesses, including those broken from conglomerates, 
are bought off the shopping list. 

The majority of former East German companies have already been 
sold. Some issues have arisen during the sales of these companies, 
inc'luding the problem of environmental clean-up and responsibility. 
Germany established a precedent by forcing an East German company 
to clean itself up ecologically before privatization so that the 
purchasers would not have to deal with this liability and 
responsibility. 

Most privatization decisions are made through the Treuhandanstalt. 
The fifteen branches of this can have significant input on certain 
issues, particularly pertaining to their localities, however final 
decisions are made more centrally. 

Contacts. International Experiences: 

German investors have been extremely frustrated by the 
indecisiveness and uncertainty of Polish government policy. When 
faced with enough obstacles, these investors, he said, are turning 
away from Poland to Czechoslovakia and Hungary where they are not 
encountering bureaucratic and political problems of this magnitude. 

The high turnover rate in the Polish government and in the 
vovoidships leaves German investors uneasy; they are never certain 
that the person that they are dealing with presently will still be 
in the same position in two or three months or that the policies 
and attitudes of the officials will be constant. The Germans are 
also frustrated that the top level Polish managers and officials 
have not set out a clear, discernable or constant policy or 
methodology regarding privatization. The illogical and, from the 
German perspective, unreasonable, way that Polish firms are being 
appraised create yet another roadblock to privatization. Von 
Muenchow-Pohl emphasized that the Poles must come to understand 
that there is competition among various countries and interests for 
investors and that they will eventually lose out if they do not 
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work hard to change these glaring problems. 

Von Muenchow-Pohl thought that direct contact between vovoidship 
officials and local German officials could be beneficial to all 
parties involved. He debated the various options for levels and 
bodies of Germans to contact, including: chambers of corrunerce 
(which he thinks are the ideal patrons for the vovoidships), 
regional offices, big-city or state-level authorities, trade 
unions, and the umbrella organizations for business associations 
and chambers of commerce located in Bonn and Cologne. He added 
that several German cities already have established links between 
their chambers of commerce and those of Polish cities. He gave the 
example of a Krakow-Muenster cooperative effort which basically 
provides people in Krakow with professional training. However, he 
said, groups and officials have not yet been brought together on a 
vovoidship level. 

Von Muenchow-Pohl seemed to like the idea of bringing a few select 
Polish vovoidship officials to Germany to meet with local German 
officials involved in privatization. He said that this must be 
done very carefully, however. He mentioned that the poli ticization 
of the proposed German-Polish border development basically killed 
the project. For this reason, he said, the Poles must initiate the 
request for a visit. Those who participate should speak either 
English or German and should perhaps have some things in common 
with the German areas and companies they are to· visit. Von 
Muenchow-Pohl said he would be interested to put these two groups 
together for a few days in order to see what kinds of discussions 
arise. Von Muenchow-Pohl continued by saying that it might be 
interesting for the Poles to meet with people in former East German 
companies as well in order to discuss the types of day-to-day 
problems they have encountered. The Polish vovoidship 
representatives might also meet directly with potential investors 
during this visit. 
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France 
Commercial Attache: Christian Saillard 

Experience with Privatization: 

France has only attempted to privatize very large companies by 
selling the enterprises on the stock market. Because this method 
can succeed only if potential investors have confidence in the 
companies whose stocks they are buying, the French have only 
attempted to privatize firms which are in good financial health. 
Sail lard said that he would send a request to Paris for 
documentation of French privatization efforts. 

Contacts, International Experiences: 

The French embassy in warsaw has received many requests from 
various Polish companies that wish to initiate joint ventures with 
French investors. However, most of these requests are ill-prepared 
and not at all thought outi the companies (and sometimes they are 
not even companies, just groups or even individual land-holders) 
that initiate the requests do not include specific information 
about themselves, their productive capacity, and, most importantly 
for the French, the place of their product within the general 
market. Saillard said that he has never seen a complete request 
that would provide a French investor with all the information he 
would need and want about a Polish company. Occasionally, 
companies which are serious about the request will, when asked, 
provide further information. 

The French embassy does not know what to do with the inadequate 
information that the Poles have been providing. Saillard has 
tried, through various publications and agencies, to distribute 
this information to potential French investors, but this has never 
produced any resultsi interested French investors generally come to 
Poland and companies and people that do not make the trip do not 
seem to respond to information that they receive in France about 
Poland. 

Proper promotion of investment opportunities in Poland is essential 
to increasing French financial interests and ventures in Poland. 
The French have created a Center for the Promotion of Investments 
(CPI) in Poland and it has been operating in warsaw since January. 
The purpose of the CPI is to centralize and sort through all the 
Polish requests for joint ventures and then to try to match the 
more serious offers to potential French investors. The CPI thus 
serves as a match-making service but does not involve itself 
further in the legal or functional aspects of the privatization 
process. The cpr is funded by France and its services are provided 
free of charge to both the Polish and French companies it seeks to 
link. 

There is also another agency of this type, the ACIN(?) (Agency for 
International Cooperation) which is composed of 2500 French 
organizations. The most interesting Polish offers have been sent 
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to the ACIN directly. However, this has not produced optimal 
results largely because the Poles and the French have very 
different attitudes towards marketing and productioni the Polish 
companies are mainly focused on production while potential French 
investors seek·good marketing techniques. Also, information about 
potential joint ventures in Poland has yet to be put together and 
efficiently advertized and distributed to interested French 
parties. 

The financing for French investments in Poland is not easy to find. 
Although several large French banks have offices in Poland, these 
represent general savings banks which only have small investment 
sections. The large French investment banks, on the other hand, 
are not very active in Eastern Europei they have tended to hesitate 
rather than involve themselves in this arena as they feel that 
Eastern Europe currently presents too many uncertainties, 
instabilities and risks. Saillard has been sending a monthly 
bulletin to French banks, to 250 selected French executives, which 
in two or three pages explains the general situation and 
opportunities in Poland. This bulletin has never produced any 
further inquiries or investments. 

French companies are hesitant to invest in Poland for various 
reasons. For example, many companies have preferred to concentrate 
their attention and investments within the European Economic 
Community. Also, the French perceive enough political instability 
and inconsistency in the Polish government to deter them from 
actively pursuing joint ventures.. The French encounter additional 
problems when they try to get adequate information from and about 

-vovoidships. Finally, big French investors generally take a lot of 
time to evaluate the situation in a particular country and/or 
company before investing. 

Mailings, have not proven an effective or efficient way of 
contacting potential French investors. Neither does Saillard think 
that contacting French chambers of commerce would be worthwhile as 
they are too numerous and their work does not generally correspond 
to or overlap with that of Polish vovoidship officials. Any 
studies undertaken by the French of proposed privatization efforts 
in Poland must be concretely supported--and indeed inspired--by a 
actual company and interest. The French government did a few 
studies in the past which bore no real fruit and it has decided to 
limit itself now to studies which in its estimation will lead to 
concrete results. Real enterprises that know and can judge the 
market, and not just consulting firms, must also be involved before 
a study can be initiated. 

Sail lard expressed a great interest in meeting with us again after 
we have finished our embassy visits to learn about what other 
countries are doing and to talk about the implication of the 
information we will have obtained. He also agreed to attend a 
meeting/reception with vovoidship officials in order to establish 
more direct local ties. 
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Chile 
Commercial Attache: dr. Alfredo Lastra Norambuena 

Experiences With Privatization: 

After the 1973 coup d'etat, Chile implemented a large-scale 
privatization program. Privatization was accomplished rather 
swiftly as the previous owners of small companies which had been 
given to the workers under the Allende government simply reclaimed 
their property and their businesses. 

Larger companies, such as copper, underwent a slower process of 
nationalization and were privatized with relative ease by selling 
shares on the stock market. Some of the previous foreign owners, 
such as ITT (the telephone company) and American copper investors, 
returned to reinvest in their former Chilean interests. Because 
the banking system worked well and the firms had been nationalized 
slowly, the values of the companies were easily determined and 
well-known and privatization proceeded relatively smoothly. 
Indeed, most formerly state-owned enterprises were in private hands 
within six months .. 

Contacts, International Experiences: 

Chileans are wondering why they should be interested in investing 
in Poland. They do not rule out activity here, but need to be 
convinced that opportunities here present them with potential 
advantages. 

A private Chilean Trading Company had been operating in Poland but 
it closed down and left a month ago. Further information on this 
company and its reasons for leaving should be forthcoming. 

As Chile is doing well economically, Chilean companies have begun 
to look toward expanding their efforts in international endeavors" 
Chilean companies tend to invest internationally in their own 
sectors and similar businesses or in complementary enterprises. 
For example, Chilean companies have invested in paper mills and 
supermarket chains in Argentina, in printing in Brazil and in 
computer software in Peru and Mexico. They might be interested in 
investing in agriculture and agro-industries in Poland. 

Potential Chilean investors are worried about the Polish banking 
system and the obstacles it presents in such areas as transferring 
money and obtaining letters of credit. Potential investors are 
additionally worried about labor legislation and the power of 
unions in Poland. They also express concern about Polish tax laws 
and distribution networks. 

Vovoidship officials can address inquiries, offers, and requests to 
dr Alfredo Lastra Norambuena, Doradca Handlowy, Ambasada Chile, ul. 
Morszynska 71B, 02-932 Warszawai telephone: 642 63 73 and 40 90 41i 
telex: 814542 emnch. 
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Canada 
First Secretary (Commercial) and Consul: Lynda E. Watson 

Contacts, International Experiences: 

Canadian companies do not usually express an interest in investing 
in Poland. Rather, they first come to Poland to do business here 
and, once in Poland, decide to invest. 

Both the potential Canadian investors and their Polish partners or 
interests are generally naive and ill-informed at first. The Poles 
must learn about the market place and western business customs, 
tools, and sources of help, and the Canadians have a lot to learn 
about the actual conditions and situation in Poland. 

Most Canadian firms are somewhat successful in the end. Only 
straight exporters tend to leave Poland when they find that they 
cannot accomplish what they had intended. Other companies tend to 
look for new methods and approaches to solving their problems and, 
once they have invested a considerable amount of time and effort in 
Poland, are reluctant to simply walk away from a frustrating 
situation. The process can be long, however, taking a minimum of 
one and an average of two years between the first naive Canadian 
visit to Poland and the final signing of an agreement. Most 
Canadian investors successfully identify their Polish partners 
through persistant investigation of various avenues for 
professional contacts including agents, trade journals, word of 
mouth, magazines, networking, and foreign trade organizations. 

Canadian companies have shown an overwhelming interest in the 
construction sector in Poland. Construction accounts for at least 
50% and as much as 75% of Canadian joint ventures and semi
permanent partnerships in Poland. Canadian firms interested in 
construction do not always seek alliances with other firms and will 
often pursue partnerships with city governments and municipalities 
where they deem this more appropriate and effective. 

Canadian companies involved in construction in Poland have learned 
to distrust Polish contractors as they found a lack of cost or 
quality control among the contractors. However, Canadian investors 
have found individual Polish tradesmen to be quite qualified. 
although the process of construction in Poland takes much longer 
than it does in Canada due to a lack of money for materials, 
problems with management and scheduling, and unforseen obstacles. 
Furthermore, some Canadian companies trust local materials and 
individuals while others prefer to import. 

The greatest impediment for Canadians doing business in Poland is 
the attitude of the Polish staff--even at the managerial level. 
Canadians have become frustrated because their Polish counterparts 
have not been educated about the workings of a marketplace or the 
roles and responsibilities of producers and consumers in a free 
market economy. 
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Canadian retirees who worked at the senior president and vice 
presidential levels in Canada can volunteer to participate in the 
Canadian Executive Overseas Services Program which places them in 
Polish companies that have requested such advise and assistance for 
up to three months. The 72 volunteers who have served in Poland 
thus far have encountered extreme difficulties with Polish business 
attitudes. They become frustrated as the business plans they 
develop are ignored and as only after their three month terms are 
ending do they find the people with whom they work ready to begin 
considering how to implement the advise or business plans that the 
volunteers have been giving. Fifty more volunteers are expected to 
come to Poland in the near future. 

Questions of ownership also pose serious problems for potential 
Canadian investors who have begun to feel that privatization is 
being held up on a political level; they have begun to question the 
dedication of the Poles to privatization as they feel that politics 
have begun to distract officials from the real issues at hand. 
Potential investors in Poland have begun to look to Hungary and 
Czechoslovakia where they perceive more consistent policies and 
clear commitment to privatization. At the local level, Watson 
emphasized, privatization is not always controlled by the federal 
government and could proceed in a more rational, constant manner. 

Canadian investors have also expressed frustration that vovoidship 
officials who have the authority to negotiate taxes or to write off 
paper debt have not taken the initiative to do so. vovoidship 
officials, the Canadians feel, should evaluate their priorities 
and, when it is within their power to do so, create incentives 
rather than disincentives for potential investors. 

There is a distinct lack of proper marketing skills in Poland, the 
Canadians have found, and rather than simply "offering" goods and 
companies for sale producers must learn to take the action and 
initiative to "sell" to increasingly demanding and critical 
investors and consumers. A service mentality is missing in Poland, 
and this has adversely affected relations with foreigners in every 
domain and at every level. Furthermore, the lack of good 
information on opportunities in Poland has hindered potential 
Canadian investors and they have begun to think that the poles are 
withholding or disguising information, an idea which is totally 
unacceptable in the western business world. 

Prices in 'Poland seem arbitrary and unreasonable to Canadian 
businessmen. This is improving, but the Canadians stress that the 
Polish people must corne to understand the implications of supply 
and demand curves in order to determine fair market values. 

Watson provided examples of Canadian economic development 
corporations and industrial commissions whose job is to package and 
sell their cities and regions. She emphasized the importance of 
public relations skills and of highlighting comparative advantages. 
Good information is attractive, anticipates questions well, is 
translated into several languages, and provides data which are 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

relevant to target groups. Canadian business people want to know 
more information about Polish vovoidships and cities than is 
currently provided. For example, they would like to know what kind 
of services are available, what companies' business plans are, what 
these companies intend to do, and what the opportunities and 
advantages of these enterprises in this region are. Watson 
emphasized that Polish firms and vovoidships should actively 
recruit investment rather than simply offering to accept it. One 
particularly interesting example Watson provided was a Canadian 
city which gave one-page well-designed summaries of industries 
currently seeking foreign strategic partners and the kinds of 
investors they wanted. These companies marketed themselves much in 
the same way that a person looking for a job would sell him/herself 
on a curriculum vitae. 

Investors, Watson said, like to deal with people who seem to 
understand their interests and concerns. Furthermore, they are 
more likely to pursue opportunities with people they feel share 
their attitudes and ideas. 

Watson suggested that some people from Poland spend a few weeks 
with Canadian development corps staff in order to learn about how 
Canadians promote their cities and attract foreign investment. 

Canadian companies have already expressed interest in the following 
sectors in Poland: telecommunications, environment (particularly 
equipment), food processing and packaging, and energy. 
(conservation, oil and gas exploration, processing, enhancement, 
methane, coal). They have also expressed fragmented interest in a 
variety of industrial matters and consumer products. Canadian 
companies have also shown an interest in pulp and paper and steel, 
but industries in these sectors are hard-pressed world-wide. But, 
Watson emphasized, there are opportunities for Canadian investment 
in every sector. 

A significant number of Canadian investors are individuals rather 
than companies, some of whom--but not all--are of Polish decent. 
Rarely do Canadians seek to simply buy Polish companies as they 
hope to use Polish partners to better access the Polish market. 
However, if there are enough disincentives to foreign investment 
and business participation, this situation could change. 

Polish firms interested in hosting a Canadian volunteer should 
contact: Anna Jancewicz, Canadian Executive Services Overseas, 
Representative in Poland, ul. Wspolna 37/39 m. 16, 00-519 Warszawa; 
telephone/fax: (22) 21 90 92. 

Vovoidships could send information, requests and offers to: 
Investment Canada, P.O. Box 2800, Station "D", Ottowa, Ontario, 
Canada K1P6A5. They could also send information directly to Lynda 
Watson at: Canadian Embassy, ul. Jana Matejki 1/5, 00-481 Warsaw; 
telephone: 29 80 51; fax: 29 64 57; Telex: 813424 CAA PL. Watson 
emphasized, however, that she has neither the money, time nor 
resources to provide companies with a match-making service. 
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Vovoidship officials interested in learning more about Canadian 
regional promotional techniques should contact: Industrial 
Development Association of Canada (IDAC), 1645 Pierre Place, 
Mississauga Ontario, L5J3G6i telephone: 416-822-9771. 350 
communities are members of this association. 
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Argentina 
Commercial Secretary: Carlos J. Albisetti 

Experiences With Privatization: 

Argentina began its privatization program at the end of 1989. By 
the end of 1992 or the beginning of 1993, it expects to have 
privatized all of its large federally owned companies. State and 
local governments also own smaller companies and these too are 
undergoing privatization albeit a bit more slowly than the large 
federal concerns. 

Large companies have been sold on ,the Argentine stock exchange to 
both domestic and international investors. Albisetti provided the 
example of the southern Argentine telephone company (there are two 
national companies) of which 60% of the capital was put into a 
holding company and sold through international bidding (to Citibank 
and a Spanish company), 10% was sold to the employees, and 30% was 
offered for international bidding in December, 1991. The base 
price of the stock of this company had to be augmented as they 
found there was a greater demand than expected for shares of this 
company. 

Shares of large federal Argentine companies have been offered on 
the stock exchanges in New, York, London, Chicago as well as in 
Argentina. There is an Argentine investment fund on the New York 
stock exchange. Argentine enterprises have also been successful in 
attracting institutional investors from the United States. 

There has been no opposition to foreign investment in Argentina and 
indeed the government has been actively soliciting it. The 
Argentine government has decreed that all bidding must include a 
foreign operator in order to ensure proper management and that the 
service that the company provides really will improve after 
privatization. In all cases, however, foreign investment in 
Argentina involves domestic concerns (joint ventures, etc.) and is 
not simply the purchasing of Argentine capital and companies by 
international interests. 

Argentina has supplemented its economic process of privatization 
with a political process of changing regulations and the control of 
certain sectors. Changes in ownership alone, Argentines believe, 
will not make a difference if regulations are not changed as well. 

Argentina has tried to use revenues generated through its 
privatization process to payoff its foreign debt. Indeed, most 
foreign investment in Argentine companies has involved the purchase 
of titles of foreign debt. 

State and municipal governments have undertaken small-scale 
privatization of energy, water and service sectors. These 
companies are sold through public auctions rather than through 
direct negotiations. The Argentine federal government must approve 
both the initiation of the privatization process for a particular 
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firm and the final investment deal. As the parliament is dubious 
about direct negotiations, public offerings have proven a more 
politically viable solution to privatization. 

Argentina does not have a problem with unemployment, which has 
greatly eased the process of privatization. Indeed, if the 
Argentine economy continues to grow, the business community 
estimates that it will need to begin importing labor within the 
next year or two. 

Contacts, International Experiences: 

As Argentina has been involved in a large privatization program 
itself and has been competing to attract international investors to 
its own program, Argentine investors have not been active in the 
Polish market. There have, however, been two very successful 
Argentine investments in Poland in firms which sell cars through a 
system of prepayment. 

Viewing Poland as a good opportunity to gain access to the 
expanding European Community market, Argentine companies could 
potentially become interested in investing in Polish companies. 
Argentine investors would probably be most interested in the food, 
pharmaceutical and medicine sectors. 

Argentine investors do not find bureaucracy or inflation in Poland 
particularly daunting. In Argentina the situation is quite similar 
and companies have simply adapted and learned how to operate under 
such conditions. The lack of available office space, particularly 
in Warsaw, has posed a large problem for Argentine investors, 
however. 

There is a large Polish community in Argentina and 200,000-300,000 
Argentine citizens are of Polish decent. There is a very active 
Argentine-Polish chamber of trade which represents powerful private 
interests. Its address is: Camera de Comercio Argentino-Polaca, 
Cordoba 632, 8 p, (1054) Capital Federal; fax: (541) 112924; telex: 
23818. 

Other organizations that vovoidship officials could contact 
directly in Argentina with questions, requests and offers include: 
Union Industrial Argentina (Argentine Industrial Union), Av. L.N. 
Alem 1067, Capital Federal; telephone: 313-2012; and Sociedad Rural 
Argentina (Rural Society of Argentina), Florida 460, Capital 
Federal; telephone: 322-3431. 

Albisetti, the Argentine commercial secretary, can also be 
contacted directly. His address until approx. May, 1992 is: 
Argentine Embassy, Commercial Section, ul Zgoda 6, Warsaw; 
telephone: 27 83 42 and 26 80 31 ext. 235; telex: 817560 cone pl. 
After May 1992, his address will be: Argentine Embassy, ul Jana 
Styki 17, Warsaw; telephone: 17 60 28/9; fax: 17 71 62. 

Albisetti also provided a long list of chambers of commerce 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I. 
I 
I 
I 
I 

representing various sectors in Argentina with which vovoidship 
officials could establish direct contact. 
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Morocco 
Counselor: Abedllatif Saadi 

Experience With Privatization: 

Morocco adopted a new law on privatization in April 1989. In 1990 
it adopted rules for applying this law and prepared a list of 
companies to be privatized, however.it has not yet commenced with 
the actual process of privatization. Morocco intends to privatize 
mainly large, state-owned companies. The government plans to 
retain control over certain strategic sectors including railroads, 
airplanes, phosphate and energy. 

Morocco has used the British example of privatization in 
formulating its own nascent program. Most large state-owned 
companies will probably be privatized through the selling of their 
shares on the stock market. 

Morocco is open to foreign investment but has not been actively 
soliciting it. 

Contacts, International Experiences: 

Moroccan companies have not yet expressed any interest in investing 
in Poland. As Morocco needs capital itself, it has not been able 
to export any except to a few African countries for mainly 
political reasons. Furthermore, the Moroccan government controls 
foreign exchange and must approve international trans~ctions. 

Saadi did not entirely rule out the idea of eventual Polish
Moroccan joint ventures. However, the lack of information on the 
part of both the embassy and potential Moroccan investors pose 
great obstacles. Moroccan companies, if provided with enough 
information, could become interested in the following sectors: 
textiles, agriculture and food industries, machinery, metallurgy, 
electronics, tourism, chemistry and phosphate based-products. 

http:however.it
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Ireland 
First Secretary: Mairtin O'Fainin 

Experiences With Privatization: 

Ireland still has a significant state sector. In the past ten 
years, only two major state enterprises, a life insurance company 
and a sugar company, have been privatized. There is no public 
policy for privatizing the rest of the state sector. Ireland's 
state-owned companies have been significantly restructured, 
however, and operate commercially without subsidies. The political 
climate in Ireland currently urges reconsideration of the potential 
merits of privatization for the nation's economy. 

Since the 
investment. 
create an 
investors. 

1950s, Ireland has aggressively sought foreign 
The Industrial Development Association has worked to 

environment which is very attractive to foreign 

Contacts, International Experiences: 

Irish firms have not yet expressed a great interest in investing in 
Poland. The sectors that they might find most attractive and/or 
interesting for future investment include general food processing 
and the meat and dairy industries. Large Irish companies have 
visited Poland to research investments in these areas. Dairy 
investors, however, found that Polish companies were inefficient 
and needed much restructuring. 

Irish companies were initially interested in investing in Poland in 
order to prevent Poland from posing a threat to Irish agricultural 
products in the EC market. However, after initial research showed 
the inefficiencies of Polish enterprises, the Irish were reassured 
that in the short and medium term Poland would pose no threat to 
them on the EC market and that in the longer term investments would 
not be worthwhile either. 

Ireland has traditionally exported service companies. One such 
company has been set up in Poland to sell, through a Polish 
subsidiary, astra satellite system equipment which has been 
manufactured in Great Britain and Ireland. There are significant 
numbers of Irish consultants in Poland, including a 20 person 
restructuring team. Irish professionals are also working in Polish 
agricultural extension, training, and unemployment policy. Two 
Irish banks have also established links in Poland. - One has set up 
a management team in Poznan and might possibly invest in the Polish 
bank there as well. 

There are very few multinational Irish firms which invest overseas. 
Thus far, these companies have not expressed an interest in 
investing in Easter Europe. Bureaucratic obstacles and a general 
uncertainty about the political and economic stability of Poland 
have made these potential investors hesitant to initiate any 
projects. O'Fainin said that he has received may calls from people 
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asking about the changing Polish attitudes towards foreign 
investment and what they perceive to be increasing nationalist and 
isolationist tendencies in the new Polish government. 

O'Fainin provided a list of Irish companies which are members of 
the Ireland Poland Economic Association. Other useful addresses 
include: Confederation of Irish Industry, Confederation House, 
Kildare Street, Dublin 2; telephone: (01)779801; fax: (01) 777823; 
telex: 93502. The Chambers of Commerce of Ireland, 7 Clare Street, 
Dublin 2; telephone: (01) 612888; fax: (01) 766043; telex: 90716. 
Industrial Development Authority, Wilton Park House, Wilton Place, 
Dublin 2; telephone: (01) 686633, 688444, 602244; fax: (01) 603703; 
telex: 93431. 
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South Africa 
First Secretary Trade: Riaan Le Roux 

Experiences with Privatization: 

South African industrial development was accomplished through the 
active involvement and direction of the state. The government 
decided to privatize some of these industries in order to free up 
resources for more pressing human concerns such as the severe 
shortage of housing in South Africa. 

Some of these privatization efforts have been extremely successful. 
The media and public have largely supported the idea of 
privatization and consumer confidence has been high. The 1988 
privatization of the state steel company, for example, was two 
times oversubscribed. South Africa has tried to limit its 
privatization efforts to companies which are in good economic 
heal th and can weather the first difficult years without the 
protection of the state umbrella. The basic philosophy behind 
South African privatization has been to privatize only when an 
effective organizational gain is expected; South Africa has sought 
to avoid simply transferring public debt to the private sector. 

Contacts, International Experiences: 

Although South Africa is searching for investment and the country 
is not an exporter of capital, there are some South African 
companies which are very interested in investing in Poland. South 
Africans see Poland as a spring board for access to markets within 
the European Community, Middle and Eastern Europe and the former 
Soviet Union. They fear tha_t the Ee will turn Europe into a 
fortress and they hope to sec~e continued access to this citadel 
through strategiC investments. 

South African companies are mainly interested in manufacturing and 
services. One South African company has bought a small factory in 
Poland which manufactures fire extinguishers. South African 
investors might also be interested in the after sale servicing of 
equipment, particularly mining machinery, and domestic appliance 
and security equipment manufacturing. At the Poznan faire last 
year, South African companies expressed an interest in assembling 
appliances in Poland from heavy parts produced in Poland or Europe 
and more sophisticated teclinology imported from South Africa. One 
South African country is looking to initiate a joint venture with 
a manufacturer of mining equipment 140 kID from Warsaw which it 
could then use as a base to serve the rest of Europe. 

Thus far, South African companies have not encountered any great 
difficulties in investing in poland; rather they have found that a 
great desire to initiate projects here and the persistence to do so 
has helped them find solutions to any bureaucratic or other 
problems involved in initiating projects. 'In fact, the deal for 
the fire fighting equipment factory took only two months to 
complete. However, South African investors have found the Polish 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
:. 
I 

banking system to be quite limiting. 

Le Rdux would like to bring representatives of small businesses in 
South Africa to Poland to investigate possible joint ventures. 

Interested vovoidship officials could contact Riaan Le Roux 
directly at: South African Embassy, ul. Belwederska 18 A, 00-762 
Warszawa; telephone: 41 55 01, 41 87 28, and 41 89 61; fax: 41 99 
85. For information on major industrial projects, venture capital 
and promotion in South Africa, vovoidships could contact: 
Industrial Development Corporation of South Africa Limited, 19 
Fredman Drive, Sandton, P.O. Box 784055 Sandton 2146, Republic of 
South Africa; telephone: (011) 883-1600; fax: (011) 883-1655; 
telex: 4-27174 SA, 4-27201 SA. . 
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Finland 
Commercial Counsellor: Juha Metsantahti 

Experiences With Privatization: 

Most Finnish companies have always been privately owned. A few 
large national companies have been sold on the stock exchange to 
Private investors. 

Contacts, International Experiences: 

Approximately 50 Finnish companies have already invested in Poland. 
Many of these are representative offices for firms in Finland but 
some are also joint ventures. Only one Finnish company has invested 
in privatization in Poland. Finnish firms have thus far invested a 
total of $2.9 million (USD) in Poland. 

Finnish companies have expressed considerable interest in 
participating in Polish privatization. However, after experiencing 
great obstacles and problems with investments in the former Soviet 
Union, Finnish firms have become cautious and skeptical about 
investments in Poland. Finnish investors experienced in the former 
USSR experienced great difficulties in determining the owners of 
companies to be privatized and in deciphering what the actual laws 
on privatization were. They also experienced great frustration in 
trying to secure approval from the appropriate ministries and 
generally in trying to sort through a ubiquitous, overlapping and 
confusing bureaucratic structure. Some Finnish firms found that 
once they sent money to the former Soviet Union, as a consequence 
of the forementioned problems, they had no company to show for 
their investment and no way of retriev'ing their money. 

Finnish companies, due to linguistic and cultural ties, have been 
shown a greater interest in investing in Hungary than in Poland. 
However, Finnish investors might be interested in the following 
areas in Poland: the food industry, food technology (not yet 
available in Poland), medium sized metal works., furniture, 
textiles, and large construction companies. Finnish firms have 
sometimes found that Polish companies undergoing privatization seem 
to have attitudes against the process which befuddle potential 
investors. Finnish investors have also experienced difficulties in 
obtaining information about which Polish companies are to be 
privatized. 

There is a databank of potential Finnish investors in Helsinki. 
Vovoidship officials could contact Juha Metsantahti directly with 
questions and information about this databank or about Finnish 
participation in Poland. His address is: Embassy of Finland, ul. 
Fr. Chopina 4/8, 00-559 Warszawa; telephone: 29 40 91; fax: 21 60 
10; telex: 813731 fintr pI, 814286 finl pl. 
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Pakistan 
Third Secretary: Ayaz Muhammad Khan. 

Experiences With Privatization: 

In 1990, the new Pakistani government initiated a 
decentralization and privatization, The present prime 
Pakistan, unlike his predecessors, is a business 
advocates industrialist policies and privatization. 
accelerate Pakistan's economic development and to 
vestiges of post-1971 policies of centralization. 

program of 
minister of 
tycoon who 

He hopes to 
wipe out 'the 

Pakistan began privatization by glvlng a major state-owned 
commercial bank back to its previous private owners. More banks 
are expected to be privatized in 1992. The government has also 
lifted all restrictions to foreign investment in Pakistan and has 
created incentives for international business, including assured 
transferability of all profits. A number of foreign firms have 
al~eady invested in Pakistan, including a large Korean company. 

The Pakistani government has asked private citizens to invest the 
money that they have been saving in banks in stocks of newly 
privatized companies. Thus far, the response to this request has 
been overwhelmingly positive; a great deal of capital has been 
mobilized, cottage industries have emerged, and people have been 
realizing substantial profits. Additionally, private Pakistani 
citizens can now invest abroad freely and foreign investors are 
able to buy stocks in Pakistani firms. Five new commercial banks 
have opened in Pakistan in the process of privatization. 

As Pakistan's economy is 75% based in agrrculture, most of the 
privatization and decentralization has occurred in this sector, 
Public au~tions which are open to all bidders, including 
foreigners, have been used to sell enterprises. 

Privatization in Pakistan has resulted in increased productivity 
and efficiency as well as increased inflation and unemployment. 
Workers have become disillusioned with privatization due to the 
consequent increases in unemployment and inflation. The government 
has tried to counter these negative attitudes by ruling that 
workers should not be fired unless it is absolutely necessary. The 
government has also sought to create a set of coherent, effective 
industrial labor laws. Trade unions are permitted to operate in 
pakistan within certain legal limits. There has always been 
inflation in Pakistan and thus although privatization has 
aggravated this situation, it is not perceived to be as serious a 
problem as unemployment. 

Overall, Khan esteems that the Pakistani public response to 
privatization has been quite positive, despite the social and 
economic problems the process has caused. He noted that 
privatization in Pakistan seems to be proceeding more easily than 
it is in Poland and that Pakistani people have generally 
appreciated the results of a more open economy and the increased 
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quality of the products available to them, albeit at higher prices. 

Contacts. International Experiences: 

There has not yet been any Pakistani interest in investing in 
Poland. Potential investors have been wary of the unstable 
political and economic situation in Poland and have expressed 
uncertainty about the permanence of the changes being initiated. 
Pakistani investors have also preferred to stay closer to home and 
have sought more cooperation and collaborations with Japan and 
Korea rather than with Eastern Europe. Furthermore, potential 
investors feel that as a result of the comparatively small 
purchasing power of Eastern Europeans, there is not as much to be 
gained here as there is in other parts of the world, including 
Western Europe. 

Khan said that he has received a few inquiries from Pakistani 
companies, but that these were for investments of not more than $2 
million. Khan cited several potential obstacles to Pakistani 
investors in Poland including: a weak banking system, a 
telecommunications system which needs much improvement, a lack of 
knowledge on the part of poles as to the regulations regarding 
privatization, unfamiliarity of Poles with international trade 
terminology and practices, the language barrier, a lack of 
information about opportunities in Poland, and bureaucratic 
complexi ties which create obstacles to establishing joint ventures. 
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Australia 
Senior Trade Commissioner and Commercial Minister: Tony Clegg 

Experience With Privatization: 

Australia is pursuing,privatization at the state and federal levels 
in order to increase efficiency and productivity and to lower 
government expenditures. The government has 'adopted a modified UK 
model for its privatization program. The program has sought to 
sell profitable state-owned enterprises to private investors. This 
policy has been quite controversial, however, as the public has 
begun to question the necessity of selling firms which are 
generating income within the public sector. 

State owned utilities have been converted into holding companies 
before they are privatized. Most companies will be privatized 
through the sales on the stock market and the public issuing of 
shares. Larger companies have been asked to playa management role 
in the process of privatizing some enterprises. 

Australia has also been pursuing a general policy of lowering 
protections and barriers and in five to ten years it expects to be 
one of the most open markets in the world. 

Contacts, International Experiences: 

The Australian government has sought to encourage both 
international investment in Australia and Australian investment 
abroad. Australians view Poland as well-positioned for investment 
as it boarders both the European Community and the former Soviet 
Union and thus provides access to both of these markets. 
Australians also cite a relatively low cost and well educated labor 
force, and greater cultural ties than they have to their Asian 
neighbors, as other incentives to invest in Poland. 

Australian companies have expressed interest in investing in the 
following sectors in Poland: telecommunications, mining and mining 
equipment, food processing, transportation, and textiles. 
Australian firms have already set up joint ventures in 
telecommunications and the second largest brewery in Poland is the 
recipient of Australian investment. 

Australian companies have encountered problems in knowing exactly 
who they were dealing with in Poland and who exactly those 
individuals actually represented. Furthermore, Australians have 
discovered that many Polish people and ministries claim to have 
authority that they do not have and that it is difficult to 
research and verify the parties who are actually responsible for a 
particular deal or decision. 

Investors have also complained about bureaucratic obstacles and the 
slow decision making process they have found in their dealings with 
Polish officials. Furthermore, some Australian firms have 
encountered blatant corruption in Polish privatization efforts. 
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One example Clegg cited was of an Australian firm which had won a 
deal in a fair bidding process and had paid a $2 million deposit. 
Only then did the Australian company discover that the Polish 
government official responsible for the transaction had resigned 
from the government to join a German firm and had taken the project 
in question with him. If this huppens too often, Clegg noted, the 
Polish privatization process will lose its credibility in the eyes 
of potential Australian investors. 

Furthermore, social issues have troubled potential Australian 
investors who do not know how to delicately layoff 30,000 
unnecessary employees in order to make Polish companies more 
efficient and profitable. The arrangements and responsibilities 
for payments to the people who would lose their jobs in such a 
transaction are unclear to potential Australian investors. 
Similarly, Australian firms are confused as to what should be done 
with unwanted appendages, such as excess trucks or transportation 
fleets. In Australia,' good managers would simply eliminate these 
unneeded, inefficient appendages; however, Australian investors in 
Poland find they must be concerned about obligations regarding 
future employment of the people and resources involved. 

Polish financial institutions have also posed problems for 
Australian investors as has a lack of informational materials on 
opportunities in Poland. They have encountered difficulties in 
locating potential partners and in finding out who should be 
addressed concerning particular issues or problems, including 
questions of ownership. Australians have also found Polish policy 
making to be extremely simplistic and short-sighted. As a result, 
some companies have preferred to invest in East Germany which they 
perceive to be more stable and consistent. Finally, the great 
distance between Australia and Poland poses an obstacle to 
investment which, Clegg notes, can be overcome if Poland offers 
dynamic enough opportunities. 

Australia offers several types of aid to Poland. One program, the 
APTEE, run by ADEP, sends senior technical managers to Australia 
for six months of study at an Australian university and two months 
of training in an Australian enterprise similar to their own 
company in Poland. This program is advertised annually and 
candidates must be nominated by their employers. Selection 
criteria used by the embassy in screening applicants include: a 
solid technical background in the field (this does not have to be 
engineering, indeed economists with solid backgrounds are accepted 
into the program), a senior managerial--but not necessarily 
executive--position, and business activity in sectors which have 
relatively strong Australian counterparts. 

Australian companies looking to establish links with similar Polish 
companies might also be interested in supplementing investment with 
training both in Australia and in Poland. Furthermore, Australia's 
National Industries Extension Scheme provides Australian small 
businesses with access to better management, subsidies and the use 
of consultants. Interested Polish officials might want to contact 
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this organization to find out more about how this management 
assistance is provided in Australia. 

Vovoidship officials can contact Tony Clegg directly with requests, 
inquiries and offers and he will direct them to the appropriate 
groups or individuals in Australia. His address is: Australian 
Embassy, 3/5 ul. Estonska, Saska Kepa, Warsaw; telephone: 17 60 
81/6; fax: 17 67 56; telex: (63) 813032. 
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Malaysia 
First secretary: Rohani Walat 

Experience With Privatization: 

Malaysia privatized public services in the early 1980s in an 
attempt to limit government expenditures. Privatization has 
occurred at federal, state and local levels through a process of 
competitive tenders. Property in Malaysia clearly belongs to one 
of these levels of government, and the level which privatizes a 
firm receives the income generated from the sale. Foreign 
investment in the privatization process has been welcomed by the 
Malaysian government, but Malaysia has enough domestic capital to 
successfully privatize regardless of the extent of international 
support and participation. 

Malaysia has only sought to privatize publicly owned monop~lies 
which are already in good financial condition. There ~s a 
Malaysian national investment fund which finances investments in 
companies. Privatization in Malaysia has not resulted in increased 
unemployment. 

Contacts, International Experiences: 

Malaysian investors were initially attracted to Poland because of 
the low cost of labor but they have decided not to undertake 
projects as they perceive Polish workers to be undisciplined and 
inefficient. Malaysian companies tried to invest in Poland but 
became frustrated and currently express no interest in pursuing 
further projects. Rather, Malaysian companies have preferred to 
participate in Czechoslovakia and Hungary where they feel workers 
are more organized and productive than their Polish counterparts. 

Potential Malaysian investors have also been confused about the 
process of valuation in Poland and they feel that the prices 
determined are generally unfair. They have become disgruntled by 
the lack of information on investing in Poland. 

Malaysian companies offered Poland technical aid in machinery, but 
the Poles have not responded to these gestures of assistance and 
potential investment. Malaysians perceive government stability to 
be an important precondition for investments. 
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Philippines 
Third Secretary and Vice Consul: Charlie Pac ana Manangan 

Experiences With Privatization: 

The Philippines have been privatizing since the revolution in 1986 
which overthrew Ferdinand Marcos. Since that time, Philil?J'inos 
have sought to usurp control over many large companies from M'arcos' 
cronies who financially drained the country's financial 
institutions. Most Philippino financial institutions have been 
successfully converted into viable interests since 1986. 

Bad loans have been shifted to different corporations so that 
companies to be privatized will not have to bear this burden as 
well. Privatization in the Philippines has been open to 
international bidding and foreign consultants have been called in 
to restructure companies in order to make them more internationally 
competitive and viable. 

Although the Philippine government has sought to attract fOreign 
investors, the perceived lack of political and economic stability 
in the country has posed great obstacles to large scale 
international participation. In 1991, the Philippine government 
passed a new foreign investment law which sought to further relax 
conditions for international ventures, to allow full equity for 
foreign companies, and to make the Philippines competitive with 
Thailand and Malaysia in attracting foreign capital. 

The public attitude towards privatization in the Philippines has 
been very positive. Initially, problems such as unemployment, were 
encountered, but the process has increased productivity and the 
public has witnessed an overall bettering of the economic 
situation. Natural disasters such as floods, earthquakes and 
volcanoes have considerably slowed full realization of the benefits 
of privatization. The full impact of the political and economic 
reforms in the Philippines is expected to be reflected in the June 
1992 presidential elections. 

Contacts. International Experiences: 

As the Philippines are relatively poor and politically unstable, 
few companies have expressed interest in international investments. 
Only a small group of potential investors have inquired about 
opportunities in Poland, including one in banking and one in 
international commerce. 

A trade mission from the Philippines visited Poland in October to 
make preliminary inquiries into privatization and investments. In 
exchange, a Polish mission visited the Philippines in late 
November-early December 1991. The group of Philippine visitors to 
Poland included representatives of cigarette, textile and ceramic 
companies. The major export industries in the Philippines are 
electronics and textiles-. 
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Philippine businessmen have felt generally uninformed ,about 
opportunities in Poland and have many misconceptions about Polish 
market conditions. Direct contacts between Philippine businessmen 
and their Polish counterparts have been sought and encouraged. 

Interested vovoidship officials could establish direct contact with 
the Philippine Chamber of Commerce and Industry: ODC Building Mkti, 
Manilai phone: 817-6781, 817-1649, 817-1652. Officials can also 
contact the Charlie Pacana Manangan at the Philippine embassy in 
Warsaw: ul. Gornoslaska 22 m.'5, 00-484 Warsawi telephone: 625 13 
57, 625 13 03; fax: 39 12 05 87. 

(\ 
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The Netherlands 
Second Secretary: Bert Van Der Lingen 

Experience With Privatization: 

The economy of the Netherlands is mostly private. Some public 
services are undergoing privatization, however, and are being 
transformed into public companies whose major shareholder is the 
state, These public companies are then forced to operate 
commercially. 

Contacts. International Experiences: 

Dutch chambers of commerce have a considerable amount of direct 
contact with Polish organizations. Ties between Dutch provinces 
and Polish vovoidships have also been established. For example, a 
delegation from is coming to Poznan this month as part of a 
cooperation agreement to develop trade between the two regions. Of 
the approximately 800 communities in the Netherlands, 120 have 
already established sister city relations with Polish cities (the 
Hague with Warsaw, for example). More than 200 independent Dutch 
organizations are devoted to cultural and unitarian contacts with 
Polish counterparts. 

In general, Dutch companies have been extremely interested in 
investing in Poland and in becoming involved in the,privatization 
process. Indeed, Dutch firms are the fourth or fifth largest 
foreign investors in Poland. Several working visits of potential 
Dutch investors to Poland have needed to be prolonged to 
accommodate the real interest expressed on the Dutch side. 
However, given the position of the Netherlands in international 
commerce and investment, this participation could be much higher. 

Dutch companies cite bureaucratic blockades as obstacles to 
investment in Poland. They have found Polish regulations to be 
generally confusing, unclear and inconsistent. A stable source of 
comprehensible information which does not fluctuate with political 
tides is something would provide an incentive for increasing Dutch 
investment in Poland. 

Investors from the Netherlands have also found the practical 
implication of investment proposals to be befuddled. They have 
become frustrated as they feel that certain proposals have been 
considered and treated in a political rather than strictly economic 
and financial context. Investors have also expressed frustration 
that once they have reached an agreement with a potential Polish 
partner, the process has been held up for political or bureaucratic 
reasons at one of the various ministries which must approve 
privatization agreements. 

At the vovoidship level, Dutch investors have found that while some 
vovoidships are eager to cooperate with foreign investors, others 
do not really want to privatize. Xenophobic attitudes in ceratin 
areas have frustrated and deterred Dutch companies which seek to 
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invest in Poland. 

Dutch firms have found Polish valuations to be rather arbitrary and 
unfair. Furthermore, potential investors are not sure_of what to 
do with appendages to Polish firms such as catering, supply or 
sports services. Holding on to, these services will greatly 
diminish the value of the companies in the Dutch businessmen's 
minds and will eventually completely deter any investment. 
Similarly Dutch firms have found that while projects in Poland 
often look superficially neat and easy to realize, the details can 
be quite messy and consuming. 

Dutch companies have also found problems entering Poland to 
establish their own production facilities. They find the lack of 
information about who to address concerning privatization confusing 
and frustrating. They hflve also been deterred by the language 
barrier as they have diff~culty in finding Polish officials with 
whom they can communicate in either English, German or French. 
Addi tionally, the lack of services and adequate infrastructure 
including transport, sewage and telecommunications in Poland has 
further frustrated many potential Dutch investors. 

Investors from the Netherlands have found that it is not 
extraordinary for Polish negotiators to retract from a given 
position--even after signing letters of intent or even contracts. 
In some cases the Poles have chosen to strike new deals without 
showing any concern or respect for previous contracts or 
obligations. This attitude, the Dutch say, is a serious deterrent 
to conducting business in Poland. 

Inconsistent and quickly changing government policies < regarding 
trade and licensing have also created disincentives for potential 
Dutch activity in Poland. Although they find the Polish market to 
be generally quite dynamic, potential Dutch investors have been put 
off by such inconstancies. If Poland cannot address these issues, 
Dutch investors, particularly those interested in small and medium 
sized firms, will increasingly turn to CzeChoslovakia and Hungary 
where they perceive conditions to be better and more stable. 

Potential Dutch investors are interested in the following sectors 
in Poland: food processing and packaging, environmental technology, 
trade infrastructure, transport, telecommunications, and housing. 

In the housing sector, the Dutch feel that there is a great 
potential for Polish production but that currently the Polish 
market lacks quality and a consistent supply of materials. By the 
end of 1992, the Dutch hope to issue a special Polish version of an 
export guide which contains all Dutch construction companies in the 
materials sector. Four to five major Dutch companies are already 
involved in building projects in Poland. 

Vovoidship officials can contact Bert Van Der Lingen directly with 
inquires, offers and requests. His address is: ul Chocimska 6, 
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Switzerland 
Commercial Attache: Josef Arreger 

Experience With Privatization: 

Switzerland has no real experience with privatization. 

Contacts, International Experiences: 

Although there are many Swiss investors in Poland, Arreger feels 
that there is the potential for increased Swiss economic 
participation. There is one big Swiss-Swedish joint venture in 
Poland, ABB Ltd., which is producing power plant equipment in 
Poland. The Swiss participants estimated that it would take two 
years to train the Poles and were happily surprised to discover 
that the Polish workers satisfactorily completed this training in 
only six months. 

Swiss investors have found regulations regarding Polish labor 
concerns to be an obstacle to investment. Potential investors are 
also concerned about the extent to which they must share decision
making power with Polish partners or the government. 

The Swiss cite the overall pessimistic mood, reputation for 
political instability and uncertainty, negative media messages 
aggravated by a lack of real and reliable statistics, and slow 
decision-making process in Poland as obstacles to investment. 
Problems with ownership and with realizing privatization plans have 
also made potential investors wary and skeptical about undertaking 
projects in Poland. 

Furthermore, the Swiss have begun to question Polish commitment to 
privatization as they have found confused and conflicting attitudes 
even among firms which have initiated privatization procedures 
themselves. Swiss investors also feel that the Poles must learn 
that foreign investment is not necessarily a threat to their 
national interest and indeed can increase the assets of their 
nation. 

Many Swiss investors have realized great success in Poland and have 
been largely satisfied with business in Poland once they were able 
to establish themselves. Swiss investors have been involved in a 
wide range of activities and sectors in Poland. They are 
potentially interested in the following areas: the chemical 
industry, pharmaceutical, textiles and textile machinery, tool
making, light industry, food processing, and manufacturing 
elevators. 

Switzerland provides financial aid, technical assistance and export 
credits to Poland. In the last three years, this aid has totalled 
170 million Swiss Francs but this may decrease as Switzerland 
expands its assistance programs to all of Eastern Europe and the 
Soviet Union. The program in Poland is quite strong and has been 
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received quite positively. A few examples of the use of this Swiss 
assistance include the financing of a wholesale market in Poznan, 
a flower market in Lodz, training foreign language teachers (in 
German and French), and aid to the ag~icultural sector in general. 
Switzerland also offers regional development projects which are aim 
at a holistic approach to economic development in a city or region. 

Switzerland's aid policy dictates that the potential recipients of 
such assistance must initiate the request. These requests are then 
considered and evaluated by the appropriate Swiss officials. 
Inquiries about Swiss financial, technical or export credit 
assistance can be addressed to: Paul Levenberger, Counsellor of the 
Embassy, Bureau of the Coordi'nator, Ambasada Szwajcarii, AI. 
Ujazdowskie 27, 00-540 Warsaw; telephone: 628 04 81/2. 

Vovoidship officials can also seek direct contact with the Swiss 
government agency for export promotion and commercial development 
(Office Suisse D'Expansion Commerical--OSEC). Their addresses are: 
CH-8035 Zurich, Stampfenbachstrasse 85; telephone: 01 365 51 51; 
fax: 01 365 52 21; telex: 817 272; and: CH-IOOI Lausanne, 
Avant-Poste 4; telephone: 021 20 32 31; fax: 021 20 73 37; telex: 
455 425. 

There is also a Swiss-Polish Chamber of Commerce and Industry 
(Schweizerisch-Polnische Industrie-und Handelskammer--SPIHK). The 
addresses and contacts for this organization include: Deputy 
Director: M. Adam Leszczynski, AI. Ujazdowskie 13, 00-567 Warsaw; 
telephone: 694 21 62; fax: 21 47 92; General Director: M. Edward 
Wojtulewicz, Impexmetal, Lucka 7/9, 00-842 Warsaw; Dr. Michel Hopf, 
c/o OSEC, Stampfenstrasse 85, 8006 Zurich; and Ores. Stasmm Hen 
Sarasin Ablgrech, Hen Hug Hopf, Advokatur und Notariat, 
Lautengertenstr. 12, 4010 Bale. 

Vovoidship officials can also contact Josef Aregger or Urs Schmid 
at the Swiss Embassy: Al Ujazdowskie 27, 00-540 Warsaw; telephone: 
628 04 81/2. 

" 
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Indonesia 
Commerical Attache: Soetito 

Experiences With Privatization: 

Indonesia has undertaken a large privatization effort. It has 
privatized sectors including road construction, housing, 
agriculture, timber, oil, gas, forestry, railways, airlines, mining 
and real estate.. Potential investors are limi·ted to consideration 
of projects of their own economic class and size. Some firms have 
been sold on the stock market. There have also been joint ventures 
between the government and private companies. competitive tenders 
have also been used to privatize Indonesian enterprises. The 
Indonesian government has been deeply involved in the privatization 
process. 

Contacts, International Experiences: 

An Indonesian investor would like to start a joint venture with a 
pencil production factory with the hopes of reaching both Western 
and Eastern European markets from a Polish production base. The 
potential investor has found ownership and labor issues in Poland 
both confusing ano. frustrating. The investor also expressed 
frustration about how long the negotiation and privatization 
process was taking and about the lack of clear information as to 
the true status of the company. 

Indonesian investors are attracted to Poland as they feel that 
sooner or later it will become a member of the European community. 
There is potential Indonesian interest in investing in Poland's 
,textile sector. However, Indonesian firms are wary of political 
instability in POland. 

Indonesia imports machines and electronics from Poland and has 
tried to e~port garments and consumer goods, However, Indonesian 
firms have come to feel that it is difficult to do business. in 
Poland as the Polish government has cited old regulations in .its 
decision not to permit the sale of certain Indonesian goods (which 
are' sold throughout the world, in Western Europe, the United 
States, Australia and the Middle East) in Poland . 

Indonesian interests would welcome direct contact with local Polish 
concerns. The Indonesian embassy's address is: ul. Wachocka 9, 
Warsaw; telephone: 17 51 79. 
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Spain 
Commercial Attache: Emilio Lopez Vinuela 

Experience with Privatization: 

Spain has used a variety of techniques, including public auctions, 
to privatize companies. Most firms, however, were sold on the 
stock market. Foreign investment has played an extremely important 
role in ensuring the success of Spain's privatization program. 
Neighboring European countries also greatly aided the Spanish 
economic transformation. Spain receives $15 million per year in 
foreign investments. 

Contacts, International Experiences: 

Only one Spanish firm has been involved in polish privatization. 
Potential Spanish investors have been deterred by the very slow and 
unclear processes of negotiations and decision-making in Poland. 
Furthermore, a Spanish motorcycle manufacturer which is currently 
operating in Poland is considering shutting down its operations due 
to bureaucratic obstacles and uncooperative Polish attitudes 
towards foreign investment. 

Spanish companies feel that there are many opportunities for 
investment in Poland but they are discouraged by anti-foreign 
attitudes, unfair valuations, and difficulties in getting Polish 
employees to work as hard as would be normally expected of their 
counterparts in Spain. Spanish firms have found that it is 
preferable to invest in joint ventures in Poland than to engage in 
pure export activities. 

Spanish enterprises have expressed interest in the following 
sectors in Poland: transportation, building, and tourism. Lopez 
Vinuela is less optimistic than he was in 1990 about the potential 
of Poland's privatization program. He feels that reform will take 
longer than was initially forecast o~ hoped for but that eventually 
it must occur. 



I 
I 
I 
J 
'r 
l' 
I 
I 
" 

,I 
1 
I 
I 
I, 
1 
I 
1 
'I 
I, 

Hungary 
Commercial Attache: dr Gabor Siklosi 

Experience With Privatization: 

See attached sheets. 

Foreign investors in Hungary research accounting standards, market 
shares and opportunities for profit in evaluating potential 
projects. Investors have been thinking only in large figures. 
Investors have been largely afraid of safe investments and have 
preferred to engage in joint ventures and partnerships. Lack of 
money has also created an obstacle to reali'zing investments in 
Hungary. 

Contacts, International Experiences: 

Hungarian investors might be interested in establishing joint 
ventures with Polish manufacturers or in creating Hungarian 
companies in Poland in order to get around import restrictions. 
Hungarian enterprises are also interested in cooperating with 
Polish firms. 

Hungarian investor interest will be affected by economic conditions 
in both Hungary and Poland, the attitudes of people working in 
enterprises, and the creation of Foreign Trade Associations. 
Hungarian companies will probably prefer to enhance trade with 
Poland rather than to invest in Polish firms. 

The Hungarian state budget no longer finances trade promotions. 
Polish enterprises might be able to cooperate with the Hungarian 
Chamber of Commerce, however. 

The Hungarian embassy in Warsaw has been trying to put Hungarian 
investors in touch with Polish enterprises for the past two years. 
The embassy will communicate the information it receives to various 
vovoidships or commercial groups. There has been considerable 
interest in matching Polish and Hungarian vovoidships. 

The Hungarian embassy contact in Poland is: dr Gabor Siklosi, ul 
Swolezerow 10, 00-464 Warsaw; telephone: 41 17 91 and 41 52 01; 
fax: 41 43 64 and 41 30 24. 
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Sweden 
Commercial Counselor: Bo Emthen 

Experience With Privatization: 

Sweden's economy, although very often labelled as "socialist", is 
extremely market oriented, Over 90% of small and medium sized 
enterprises are in private hands. Under the new liberal 
government, however, Sweden has begun to address the issue of 
privatizing some, of the larger conglomerates which have 
traditionally been owned by the state. 

Contacts, International Experiences: 

The Swedish conSUlate in Warsaw will retain, through Swedish funds, 
the assistance of a Swedish consulting firm to monitor Swedish 
investor interest in Poland. Ethen believes that there are 
approximately 200 small and medium sized companies which would 
potentially consider undertaking projects in Poland. 
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Tunisia 
Commercial Attache: Arnel Ben Abdallah 

Experience With Privatization: 

The Tunisian government has been debating privatization and 
economic restructuring since 1986. The government has assumed a 
global strategy of privatizing companies in order to both solve 
budgetary problems and generally energize the Tunisian economy. 

In 1986, the Tunisian government directly controlled 165 public 
enterprises and indirectly controlled 143 others. A law on 
privatization was passed in 1987 that decreed that non-strategic 
companies should be privatized. Thus only commercial and 
industrial sectors will be affected by the Tunisian privatization 
program. 

The 1987 law created three bodies to restructure the economy: A 
technical restructuring commission, a ministerial commission, and 
a commission for financing. The technical restructuring commission 
is charged with defining the conditions and techniques for 
division, transfer and sale. 

The ministerial commission takes the work done by the technical 
commission and proceeds to execute these projects with the 
Ministries of Planning and Finance. The ministerial commission is 
composed of: the director of the enterprise to be restructured, the 
minister of social affairs, the minister of Public Functions and 
Administrative Reform, and the director of the Central Bank of 
Tunisia. 

The commission for financing follows the stock market to aid in 
economic transformation. This commission assists in valuing the 
firms to be privatized and then in selling their shares on the 
stock market. 

Privatization in Tunisia is seen as a necessary component of 
economic opening and internationalization. Since 1987, Tunisia has 
also been seeking to encourage investment, liberalize its import 
policies, liberalize prices, encourage exports, and protect 
industrial ownership. Concerns about the impact that these reforms 
will have on unemployment and social well-being have inspired 
Tunisia to undertake a moderate, unhurried approach to 
privatization. 

Contacts. International Experiences: 

A few Tunisian investors have participated in joint ventures with 
polish firms to produce textiles and sewing machines. Tunisian 
investors might also be interested in the Polish tourism sector. 
An almost complete lack of information about opportunities in 
poland presents a great obstacle to Tunisian investment. 

vovoidship officials can directly contact the following Tunisian 
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ministries: Ministry of the Economy, 7 rue de l'Arabie Saoudite, 
1002 Tunis; telephone: (1) 289 801 and 892 313; fax: (1) 782 742; 
telex: 14 341 Tn; Ministry of Regional Planning and Development: 
Place de la Monnaie, 1000 Tunis; telephone: (1) 650 552 and 348 
976; fax: (1) 351 666; telex: 15 117 tn; Ministry of Tourism and 
Artisans, Avenue Mohamed V, 1002 Tunis; telephone: (1) 341 077; 
fax: (1) 350 997; telex: 14 381 Tn, 

Tunisian organization for economic assistance and promotion 
include: the Agency for the Promotion of Industry "API", 63 rue de 
Syrie, 1002 Tunis; telephone: (1) 792 144; fax: (1) 782 482; telex: 
14 166; Agency for the Promotion of Agricultura-l Investments 
"APIA", 62, rue Alain Savary, 1003-Tunis; telephone: (1) 288 400 
and 288 091; fax: (1) 782 353; telex: 14 280; Center for Export 
Promotion, 28, rue de Ghandi, 1000 Tunis; telephone: (1) 350 043 
and 350 344; fax: (1) 353 683; telex: 14 716 Tn. 

Arnel Ben Abdala is the contact at the Tunisian embassy in Warsaw. 
Her address is: ul. Mysliwiecka 14, Warsaw; telephone: 628 63 30. 
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Japan 
Second Secretary: Satoru Takahashi 

Experience with Privatization: 

After World War II, Japan sought to reprivatize industries which 
are now some of the largest enterprises in Japan: 
telecommunications, railroads, salt and alcohol production, and 
cigarette and tobacco production. Shares of the telecommunications 
company were sold on the stock market. However, insufficient 
response to the price of shares was determined through a valuation 
by the Ministry of Industry and Trade, necessitated a lowering of 
the price of stocks by 30% in order to realize privatization of the 
company. The whole privatization process took about three to four 
years to complete. 

The problems encountered in privatizing this company made both the 
public and the government more critical and wary of privatization. 
Shares of the other large public companies have consequently not 
been sold on the stock mark~t. 

There are no provincial governments in Japan and thus the federal 
government is the owner of public enterprises. 

Contacts, International Experiences: 

Japanese investors have been very cautious in their approach to 
undertaking projects in Poland and have preferred to focus their 
attention on trade firms. Four or five large investors have had 
bad experiences negotiating deals in poland. Takahashi cited the 
example of the Pilkington-Sandomierz negotiations where Asaki felt 
its bid was not fairly treated. This and similar situations 
experienced by other Japanese businesses in Poland have been widely 
publicized in Japan and have significantly discouraged most 
potential investors. 

Currently, Japanese products do not come to Poland directly. 
Rather, they first pass through a European Community country before 
arriving in Eastern Europe. These trade regulations aggravate 
Japan's sense of extreme distance from Eastern Europe and have 
reinforced preferences for pursuing economic activity closer to 
home. 

Furthermore, the Japanese are profoundly concerned about Poland's 
external debt. The Japanese found Poland's actions at the Club of 
Paris meeting to be particularly discouraging and as a result Japan 
is highly critical of offering Poland any new credits. Japanese 
companies cite these as reasons for their increasingly cautious and 
skeptical attitudes towards investing in Poland. 

Two Japanese institutions have offered credits to Poland: the Exim 
Bank of Japan and the Overseas Economic Cooperation Fund (OECF). 
However, these institutions and the Japanese government have begun 
to perceive increasingly difficult macroeconomic conditions in 
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Poland. 

Japan has largely supported Hungary's economic reforms and policies 
and Japanese officials were generally pleased with Hungary's 
negotiations at the Club of Paris meeting; Japanese investors have 
been ten times as active in Hungary as they have been in Poland. 
Czechoslovakia has not been as interested in Japanese investment as 
Hungary and thus Japanese participation there has not been as 
significant. 

Japanese investors have been interested in all sectors of the 
economy and all types of enterprises. The great distance between 
Japan and Poland, however, has generally caused small or medium 
sized Japanese companies to be considerably less active in Eastern 
Europe than they are in Southeast Asia. However, even small and 
medium Japanese investors have been extremely active in Hungary. 

A lack of information about opportunities in Poland has posed a 
serious obstacle to Japanese investment here. Takahashi feels that 
German/ British and French investors have more information about 
opportunities and conditions in Poland than Japanese groups have 
been able to acquire. 

Hungary, which has done a much better job of informing the Japanese 
about investment opportunities and of establishing direct 
communications with Japanese businesses, has reaped the profits of 
these efforts in the amount of Japanese capital it has been able to 
attract. Japanese businesses are active in small, medium and large 
scale Hungarian enterprises in almost all sectors including: 
automobiles, cameras, and computer software and hardware. 

Ireland has also been extremely successful in its campaign to 
attract Japanese investment. Ireland has provided Japanese 
companies with a great deal of information about investment 
opportunities and has even established its own promotional agency 
in Tokyo with a staff that speaks fluent Japanese. 

Nine representatives of large Japanese interests have come to 
Poland to investigate business conditions, but not necessarily 
investment, opportunities. These representatives have relayed 
their experiences and impressions back to Japan, influencing the 
perceptions and opinions of many other potential investors. 

Japanese investors are interested in whatever sectors Poland 
decides that it would like to develop. The Japanese ambassador has 
had conversations with Polish government officials in this regard 
but has not yet received any firm or clear response to Japanese 
offers. Japan might be interested in helping Poland to develop its 
agricul tural, telecommunications or transportation sectors, for 
example. 

Polish businessmen and vovoidship officials can communicate 
directly with Jetro, the commercial counselor at the Japanese 
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embassy in Warsaw. 
telephone: ~9 87 81. 

His ac;idress is: ul. Willowa 7 I Warsaw,; 
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SECTION FOUR 

MARKETING ANALYSIS 
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SECTION B 

In section B, basic in.fol'ma"tion has been. provided on credit linec:: 
and credit guar?-ntees from several types of organis:;1tion3, sUi:h 
as, Polish and foreign banks; int~rnational fi~ancja} 

institutions; and investment funds. The list should b.: 'Jtiliz2d 
as a reference only as not all i~stitulions informed the 
Information Centre of their activties. Further-more, t!'",,= 
sp~ciflcs of credit lines) such 25 ~eQuire~ents. 
e1:c.., are apt tc-' l:nange .. Cont.?"ct irj:Ol:fiL~tion £0; 
relevant institulions can be found in the last 
the bool<.let under "Adresyu. 

inlei.-esL .- 3.-':.'2;=', 

b:3nL ~ ·.,;;I~d :;;i.:~12I' 
last section of 

There are a numbe~ of organisations based in Palana able to 
assist both Polish enterprises ~f1d gl.JVei"fiment institutions in all 
areas of business and economic development. Such assistaflce rr.2Y 
range from advice on ho~ to encourage local entr8pr~n8urship i~ a 
given area tD the design and d~velopment of a restructurin£ plan 
for a medium sizg company. Once again, interest~d parti~E ~re 

encouraged to contact the organisations theolselv8s to learn mor\: 
~bout their dctiyiti~s dnd discuss potential areas of 
caoperation .. 

AI] of the above information will be 
this does not me3n that it will 
vovoidships dJ1d en.lc21·p!'ises sh~uld 
i~£orm2tian sources. 

updated 
be all 

end~2vou!' 

monthly. HoweY~r, 
in~ll.!siv:2; h?nce 
to utilise ~ther 

In summary, the pr·ep-i..~r;-·tiCin of a COmp2.fI}t Fo:' rrivatisat;or-: Cal1n\Jt 
take place in Q VaCUUlii. Information an marJr.8t int~r'?5t in.;.. 
compan)' and available resources f01" seneral restructu~'ing a'ld 
E~terpris~ developme~t is indi5p~n:ibl~ to the prQce~=. 

Understanding and utilising such information is also a 
prerequisite to success in the marketplac~. 
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DATA BANK ON POTENTIAL INVESTORS 
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DATA BANK ON POTENTIAL INVESTORS 

: 

INFORMATION CENTRE, MINISTRY OF PRIVATISATION 
Republic of Poland 

00-525, ul. Krucza 36, Warsaw 
Fax (482) 6251114, tel.: (482) 6281190 

Name of Company: 

Country: 
:City:· 
Street: 
POBox: 

. Directo'r: 
. 

Sector: 
Area of Poland: 
.Type of Investment: 

, 

CommentS: 

. , 

Comments: 

Yearly Sales: (min $) - min; 
max: 

Fixed Assets: (min $) - min; 

Exports: 

Comments: 

max: 
(min $) - min; 

max: 

Sector: 
Telephone: 
Fax: 

.. 

I INVESTMENT INTEREST 

.:/ ' .. 

. 

I PREVIOUS CONTACTS IN POLAND 
. l . 

-:~ 

INFORMATION ON POTENTIAL INVESTORS 

I-

J-
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BANK I KREDVTV W POLSCE 

1. KREDYTY BAtqKul# 
* BAN~~O!...J PO:....S.:ICH 
* BAr·n~01.,!,1 SA A UDZIA!:.EM f:APJ:TA!.'..U ZAGRANICLNE80 

2.. ~:REDYTY INS7UTUC.Jr RZADOWYCH I 1-{?EDYTY 
BAN:(OWE OBJS:--;::: G!,JI~~I.;r-l~J'AMI R7ADGWYHI 

3. KRE;DYTY Z !,1T~!)ZYN"'RODOWYCH INSTvTUC.JI 

4. KREDYTY Z FUtJDUSZY ZAGR~:VI~ZNYCH 

UWAG"!, MATERIAl:. OPRAWO~IAt'E) 'J,IE:DI:.US Dl\IIlYCH hlADEStl':NYCH r,o CENTr.· :': 
INFORMAC.JI., MPW.. NIE WSZYSTl<IE I NST\"TUC.JE 
NADESI:.AI:.Y N~ CZAS SWO.JE MATERIAI:.Y. 
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CESO jec:t or.gard2acj~ s1-.upiaj~cCi 3000 r-a.nadyjskich efr.spert6w 
woluntariuszy, w znaczeniej mier.:!e 2Iiierytol,r,.·:-,ych, ktQrzy sp.e:tni3.jq 
o~re~lo~~ wymogi pro£esjonalne i slu±~ swoi~ czas~m, wied2~ i 
dOEjln i ad c:::::: en ie'll pracuj-=\c spa!:~cznie dla zai,.,ter~sowanych 

pr:!edsi~biorstw. 

CESG J·;,_u\l,'=.d=i prace (:'=':;:-'=H:tr::~e pi"'2e0~ ws::.ys.:"·i'tf, i.,l' ! ... .?.n~'1dziel ale ma 
swoje pr~edsta~felstw3 w b1i~~0 60 ~raj3~~l ~~iata. 

\!) r3.mach pomocy"'rzadLl Jta::2dyjsl'.iego dla Eurct:ly ~:-·:){JYowej 
i Wschodniej CESO rDzpoc~~lo d=ial~lnosc w Polsc2. 

v; pie"t'w5zYfJl roku dzialQlu'losci ",onst..!ltanci 
r:;:eC2 ponad 50 pC!'lsr.ich przcldsi~biorstl,lj

zart-l.tJno p~(·=t'.L'oI,tJy~h j ='~ fi~Y""'Bt pych,. k t~:r'=
plyn~ce z tego typu ·JisjJclpracy. 

cr:-SQ pracowali rj~, 

d!J~ych i maiych, 
dGceldly korzysci 

Tem2tyka i zakres p~ac s~ ~~talan~ 1 pT~cy~o~ane z ~i?ntew 
palsy.fm 'JJ biurze CESC '.II !.var:zawie.Stanowi t8 pad3taw~ do 
wyszu~~~ia Qdpowiedfiiegc~! sp~rta w ((anad=ie.Z~~r~~ uslug jest 
b~rd=o Ezercki - CESO bo~zy~t~ z uslug ~an~L!~3~t~w ~e 150 bT3n~ 
pr~emys~u i infra~stru~tuTi ga~~Qdarczej. 

~:i2nt pnls~i PQkryw~ Jedy~~~ ~oszty ZWi~~R~~ = z~~~~t~row3ni~~ 
.i wyzyl.,l..I"i~'ii.er,;" 

CE:28 
ANNA .J~~r:EW!CZ - Przedst.al,!.,lic,~el w Polsce 
ul. Wsp61n~ 37/39 m 16 
'~0-:::1 C) \;'ARSZAI.\IA 
tel./f2~ 21-90-92 
'Pi g::rd2" <)9" 30 - 14.30 

-s:-yr.rLfTTV"- 5~!=1VTrC" 

Mie;d=ynarodowy Zesp61 rO'Tl:JCY r1~:j3d2e~ =v iej (leSe), jest 
amerykaf~sk'4 oj n ied~chodow~ ':''1= !:ytuc j~ Y.003U! t ii\gww~ ,ud= i alajqcC\ 
pOrTiQcy doswiadczo!",,}.I',=h ~Ilie ___ ·'lto'.l.:~nyc.r· ~k.spert6:,r.,' y..' d::::::. tedz inach 
Zd!, z~dz3.!1 ia, technolog i i produkc 5i , or·!]2!: i zacJ 1 pracy, 
marketi~gu i slu±b finansQwych~ Ekspe~ci ( 12.000 ~pecjalist6w z 
rCJznych dzied~in) dobterani s~ do szczeg61nych zade.n o~.resl?nych 
przez polskie przedsi~biQrstw3. 

~os=ty pr~yjazdu do Palski pokrywdn8 ~~ p~Z2Z 5ponsoI6w 
ameryl'.a!.l:ls".ich~ ef.'.sp2I'ci ;,~= pobierajq wyrlag!'od~t:'n:'a .. 
:La PQ~I·ed£i ict'J·'em C~ntr 31 i lESe \,i1 Stamford P c''=''ladzone s~ rn·...,n i2Z 
bad~n.ia mCi."'[';'.et).pyowe n3 ....... ;,:.e~z palsJr.ich prodl.ic~f't.6",-· i pos=.ul-".iw3.nia 
p=.!"tr·ert.,j)} = ryn~:L. USP, 'i:'j;~cych .... 'y"Dr.:::yt.;"ta·.L ~gl.:J,:;zdny pat'~ncj3.1 
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produkcyjny.I t~n rod=aj uslug jest w znacznej cz~~ci finansow~ny 

pr ze;: US AID i iilny~h splJnsor6'.,r,J amery'" arls~. i C:~I .. 

Od 1990 {'oi'.u pcmad 100 e'.speI'b~·" PI' "-"'.J'""lo na I' Z2CZ pols,. i ch 
pl'zeds it;'b j oI'st", '" o'.I'esach od d",6c.h tygodn i do tl'zech 
··I\1.=si'~<:.y ,'.zJy"Y.onano ponad 50 bad:\n mClr~etingo\l/ych~ 

\LISZl?lY.~ informacj~ dotycz~cCi pomocy R"IDZn3 

""(!1te!'n~t i'_!n~l E\{ecuti\le Ser-.. dct? CtJrp:::! 

Y.-' l.J}=:rs::awie 
Bahdap .J .. Wisnie;Jis~· i 
Jace~ Andrzeje~ski 
Waldemar Wierzbic~i 
tel.(2) 625-79-78 

\LI f<rakowie 
Eugeniusz Hucz~J.r. 
tel. (12) 12-15-99 

'" Gdansku 
..Jerzy Madziar 
(58) 20-50-2 

u zys~.ac '" Fundacji 

Cedre-Conseil jest =arejestrowana na li~cie fiTP 
·~·.~':-l=:...:':tiilgtJWych przy I<omisji Wspolnoty Europejsv.i2j. 
Z£'z==:::e. por.2.d 50 e~=pe:·:-t6w w calej EUI"'~r-i~ ,g16wnyn! c~lem 
C'rg>:.?'l ~=3.CJl jest ro:!w.oj g8:;paqarczy. r:~'-3pe!'ci = Cedre-Cor"l:;~il 
sl~~~ pomac~ przedsi~bior£twDm pols~im w ~~jed?jnach~ 

~ ~nalizy potrz~b p~z~dsi~biQ~stwaJ 

~ d~!'adct',J}a f indnsCI';..'8go i ksi~go·J.ic.·~':-":' 
• organizacji s=ko12~ dla pols~i~h :~~~~M5i~biorstw 

w zakresie administracji i Zar2qU~~n:~. 

Florence Robert 
CEDRE-CGNGEIL 
'JJC::;:'" 
sY.I".. po:::z. Itl 
ul S!:?natOl"SKCl 36 
00-2f:S v.:Arsawa.w 
tel/i2~. 6358382 

CEDRE-CGNSEIL 
20 1 P~ace des HaIles 
67 000 Strasbourg 
t9!., (0033)88755080 
fax. (0033' 88759113 
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MOQule 2 -- valuation 

o 'what is the role of valuation in the 
~rivatization process? 

o What an. the in£orrnatiol"l needs of each 
valuation technique? 

o 

o 

What criterra can be used tor judging the 
appropriateness of each valuation technique 
used in Poland? 

What al.'e t.llt' must or! tical ractors 
affecting v ... luation results and price 
ranges? 

Whilt is the relationship beLween valuation 
and negotiating price? 
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MODULE 2: VhLUATION 

INTRODUCTION: TH~ ftOLS OF VALUAJION IN THE PRIVATIZATION PROCESS 

Simpl~ stated, ~f ownership of an enterprise is to be 
transferred, then a value for Lhe transact~on must be agreed upon 
by the buyer and seller. Each o~sesses the financ~al and overall 
business eondition of the company :from his own point of view and 
enters into a negoti5tion prOCess to arrive a~ not only a common 
value or price, but a set of conditions to ensure the ~iability 
of the bUSiness and fairness to the employees. 

In Lhis modUl.e, we sh«ll focus our attention on the 
valuation process. The process begins ~ith understanding the 
financial condition of the company through the company's 
finanCial statements. Because the basis for much of the 
historicnl information is changing and does not present a 
suitable £rame~ork from which to project future performance, the 
focus should be on understand~ng the most recent statemente. 
Module 2 introdUCed to you the concepts required to understand 
these stat~m~nts. 

Futuro performanoe of the company is dependent upon trends, 
risks and opportunities which must be appreciated in order to 
develop a realistic view of the range of possibilities for the 
enterprise. Also important to the issue of future performanoe of 
the company ia the management of the enterprise -- the goals and 
objectives they set, and hOw well they e~ecute relative to their 
competition. For privati22tion to proceed effectively, 
management and the new owners must be able to envision that their 
excellent performance can be translated into e high long-term 
return on investment for their shareholders. 

ThA result uf the valuation process must be a well-conceived 
range of values for the enterprise. It must allow an appropriate 
balance to be struck in privati~ation between: 

l ) providing £uir retu.Cl'", ror the lnvestor/lllam'9entent 
(returns proportionate with Lhe risks inVOlved) 

2) 

.. nd 

approp~iote price to the government and benefits 
to the enterprise, including: 

a. new investment 
b. employment 
c. CODlpHtent and responsible management 

In the sections which follvw we shali focus on various 
techniques used 1n Poland to establish values for enterprises. 
Slank spaces which appear in the text or as part of examples will 

2 
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bel f:l.11ed in during LillO workshop. The suu,,·ce of information for 
t.hese exampl.os have been inc1.ud",d a.t thlO end oj" this module in 
the form of financial statem,;,nL", for ABC, Inc. 

VALUATION TECHNIQUES 

Variouo ~aohn:l.que$ may be u~ .. d to es~imate toe vaLue or a 
firm. "Ascot-So.sed" ~echnique$ c .... '" b<lsed on the value 01: the 
firm's assets, independent of the fingncia1 performance of the 
firm. "Sarnings-Based" teohn:l.ques estimate firm value based on 
the financial per£o~~ance of the firm as an ongoing enterprise. 
This section introduces six commonly-used valuation techniques, 
three of which are Asset-Based, and three Earnings-Based. The 
objeotive is to distill Lhase techniques to arrive at a market 
value for the firm. Market value is defined as the price a 
willing buyor 1<.1.11 pay tor Lh", :firm. The quality of the results 
is a function of the acC ... racy ot the inputs used and a.ssumptions 
made. 

A. ASSKT-BASED VALUATZON TECHNIQUES 

Tho tnree techniqu~s discussed in this section -- Dook 
value, liquidation value, ana replacement value -- estimate the 
value of a firm as the value of the firm's total assets less the 
value of total liabilities. 

1'.:1.""" Value TOca1 Assets - Total Liabilitie~ 

't'h.. Eund .. ",ento~ diEEerOnu., in ~he three techniques :is the method 
used for estimating the value of the firm's assets. 

BOok v.:Ilu<iI 

The book va1.ue of c f:irm La equal to the valua of the firm's 
total assets less total liabilities as represented on the balance 
sheet, The book value, therefore, is based on the historical 
cost of fi~ed assets ~nd the dapreciation attributed to these 
fixed assete. Note: Sook value mayor may aot eppro~imate the 
market value of the firm. de~nding on how closely the historical 
cost and depreciation of the assets On the ba~anoe sheet 
aporoximate the market value of assets. For example, if a 
machine is completely depreciated on the balance sheet, then it 
will be listed as having no net value. However, that same 
machine may still be oapable of producing goods and therefore 
have a positive market value, To summarize: 

Although ~ook value is a commonly used benchmark in 
assessing firm value, book value is not a reliable indicator 
of the true market value of a firm. 
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In o.ddition, o.s discussed in Module 2, account Lng .. :",les Ln 
Poland dLffer significantly from thoee opplied in the west. This 
meons thot CSl-'H bolo.nee eheet$ end inoome statements must firet 
be reorgcnized and adjusted to rellect Western accountlng 
standards in erder to arrive at 0 wesLern book v~lue. Even aD, 
for the reasons we highlighted In Module 2, they are of limited 
1.15 ... 

The book value o.f our eampls company ABC, Inc. is calculated 
CIS followe: 

In sum, book value 15 relotively easy to. calculute. The 
reliability of the historical values used, hewever, is 
~uestionable. Book value should therefore be conS1dered 
cautiously as a measure of the assets' worth. 

2. Liquidation.Va~ue 

The liquidet.lon value of a f1rm estimates the value 0.:1: the 
firm t 0 o.G$~t:$ .... the ca.,h thet 00",111 u.. ytm"":t°~ted by selling the 
firm's asse~$ to the highest bidder (either together or 
piecemeal). "I.iquidity· .:el"".r:1:i to the ease with which assets can 
be sold for cash. Ce~t .. in aseets, l!k"" fixed assets, are less 
"liquid", or harder to convert into cash, than other assets like 
aooounts recaivable. The key assumption behind 1~qu1dat10n value 
is that the enterprise will no continue to e~ist. 

The liq ... Luf;l'tion velue, in theory, accurately refleots tne 
market value of the firm I S assets because it uses ourxoent market 
prices to estimate the value of assets rather than their 
historical coat. Llquidation value can be extremely difficull to 
estimate accurately in emerging economies, however, due to the 
lack of reliable market prices for land, buildings, machinery, 
and other assets. 
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F.xsmplst 

AggumG we ",ant to examine the liql,l.1c1dt-l.OIl va~ue tor A8C. After 
doing ~em~ ~~~ecreh, We dev~1up~u the toll oWing guiOel.l.nes: 

Column 1 eol.umn 2 Col.urn .. 3 

-% '1'0 Be fSallSnce L.i.quidation 
Recovered Sheet l\mounts Val.ue 

Col. 1 X col 2 

C~sh 100 59 59 
Acaounta ao 10 B 
RQCQl.v .. ble 

Inventory 20 20 4 

Na~ Fixed. SO 170 136 
Assets 

6u])total 

Tota~ 100 150 150 
L:l.abilitie$ 

'total 
Value 

~ 

3. It .. placclIIl!~t;; VaLue 

Tho rep~aeement v~l.ue of a ~irm estimates the value o£ the 
firm's assets as th~ cost that wrnll~ he 1neurrQQ LO ~cplace th~ 
assetc ~nd ,roduOLlve capaOity at the firm. 

The repl.ooemenL value, like the l:l.quiaation value, has the 
advantage that it is based on ourrent market prices. 
Unfortunately, it suffers from the same limitations: it can be 
d1f%icult to estimate due to the ~ack of re~iable market prices. 
This is particularly true in Poland for land and huildings 
hecause of the lack o£ market activity. In addition, replacement 
value is a more use£ul measure of value for some assets (i.e., 
fi~ed assets) than others (i.e., inventory). 
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In the example below. assume that the inorease in Net Fixed 
Assets in the. "Re.plaoe.ment V .. lu .... COlUlIU1 J.9 due to revaluation o~ 
maChinery an" equipment. The aeouraoy of such .. revaluaL.lon is a 
~unct1on of how well.-developed th.. ",,, .. <1 eq",.Lpment m .. ",ket is for 
t.he spee.l£.!.c modals utilized by th .. enterprise. Us .. d equip,,'enl 
,,· ......... :·"'11 Il .... d not. be l.!.ml Led to Poland so long a.. appropriet .. 
l.c.u' .. p.;..rt. .. t.~on and installation factors a:.:-s ac1c1ed -1::0 -I::h .. 
eqUipment value. 

Management of ADC, Inc. was asked to prepcre Q table with 
replacement va.!.ues ~or ADC' .. a .... et ... which appeors in the 
following exhibit. 

I What i .. the rep1oc~cnt volue of ABC, Xnc.? 

-"---., .... - . 
#:::;:;u:;~2~;.:.::;=:.~-~~_~:~i~ l300k L1q:uida- Replacement. 
.--~ ....... -;;;...:.:.;:.;:;;.;-.; Value tion value 
=:!ot~""'~-=-r"..~ _ _ • -..r_-_ - -=oo.-.-.-•• -_---~ 
"~~-~- ..... -,- ,~" .... "' .. " :'-~ Va~ue ~ .. -.. I 
Cash ;;9 59 59 

ACCOUflL!;:J 10 B 5-I 
neceivable 

Inventory 20 4 15 I 
Net ~ixed Al:ll:lets 170 136 215 

I Suut.ut."l. 259 207 294 

I L.1abilities 150 - 150 150 

Total Value --

I 
I 
I 
I 
I 
I 6 
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B. EARNJ:NQS-BASED VALUA:rION 'l'Z:;UIIUQUES 

We now tU-'lI to 'l:he three "earnings-baSed" techniques to 
estimate the value of the firm based on the historical and 
projected finanoial performance of the firm as an going concern. 
These inClude discounted cash flow, comparable transaction 
analysis and comparable company analysiS, 'l.'o repeat, the 
fundamental di£terence between these three techniques and the 
"asset-baaed" techniques JUSt described is that "earnings-based" 
techniqes estimate the firm's value based on expected future 
earnings. "Asset-based techniqUes," in contrast, estimate the 
firm's value based on the value, today, of the firm's assets, 
less its liabilities, 

TI:l .. D:L"O()un"teg cash Fl.QW ("OCr''') technique assUrt1es thl/.t the 
price an 1nvestor is willing to pay for an enterprise depends on 
the l/.mount of cash that the enterprise is expected to generate in 
the future, and the riskiness, or probability, of actually 
receiving those cash flows. As mentioned 1n Module 2, cash flow 
is defined as: Net Inoome + Depreciation - Capital Investments. 
DCF analysis requires' projeoting expected cash flows and 
converting the cash flows into their present values using a 
discount rate. The disoount rate is a factor that adjusts these 
cash flows to account for: 1) the time value of money, and 2) 
the riskiness, or probability, that the expected flows will 
materialize. The sum of the present value of the cash flows is 
tha net present value (NPV) of the enterprise. In other worQS, 
the f1rm's NPV is what all its future earn1ng power is worth to 
us today. 

Th~ nQ~ preeont value Or ruLure oash flows is generally 
regarded as an aocurate messure of f1rm value because ~t is able 
to incorporate a broad range of information into the analys~s, 
including the historical ~1nanoial performance of the firm, the 
internal factors affecting company performance discussed in 
Module 2, and macroeconomic and political (external) factors 
unique to a partioular region, For example, cash flow 
prOjections may be adjusted to reflect the strength of 
competition and industry growth trends, and the discount rate can 
be adjusted.to reflect the risks of opera~ing a business in an 
emerging economy. 

ThA results of DCF analys~~, however, are extremely 
sens1tive to the underlying assumptions of tne analysis. The 
critical factors that influenoe the results of a DCF analysis are 
the cash flow projections, the discount rate, and tha terminal 
value. 
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a. Cash Flow Proj~ctinfta 

Cash flow projections are commonly developed by applying 
expected growth rates to the current level of revenueS and costs. 
Even a mOderate variation in these growth rates can have a 
significant impact on the estimated firm value when prOjected 
into the future. Seoause of this, DCF analysis is generally 
performed for several different cash flow scenarios in order to 
identify a range of values that refleot the unoertainty of the 
cash flow proJQot~~n. 

b. Dil$couni: !tate 

The discount rate used to convert future cash flows i:o their 
present value 1s also highly influential on the results of the 
OCF analysis. Due to the difficulty of accurately estimating 
discount rates, particularly in an emerging economy, it is 
important to estimate firm valua under a variety of discount rate 
assumptions. 

The discount rate is useCi to compare caeh flows. or money, 
received at ~1fferent points in time. Discounting future cash 
flows is necessary beCause money received in the future 1s not as 
valuable as money received tod~y. BeC8uee the disoount rate 
allows you to estimate more accurately how much future cash flows 
are worth to you today, it is a very important part of enterprise 
vQl.uation. 

The discount ra~e 1~ typ~ca~1y ~roken 60wn into two basic 
components: the "time value" of money, and risk. The riskine$ls 
of cash flows can in turn be separated into SUb-components. 
Below is an exercise to :illustrate the components which are used 
to arr~ve aL an estimate of a discount rate! 

~iscount Rate Comp9nents Po~" ... d 

1. Real "Risk-Free" Return 
2. Business Risk rremium 
3. F1ncnclo1 Rick P~eml~m 
4. Countr~ R~ck Premium 

Explanation 

11 n .. o.l. "Ri.sk-Free" Rate 

The r1sk-:free rate accuunt.. Lor the time velue of money -
that is, the fact llu.L money is worth ... ore to you tocl .. y Lhon 
tomorrow, even if thero is no risk involvod. The retu .. " 0'" 
U.S. Treasury bonds, a virtuully r.l.Cllt-lroo invel$tment. ;I." 
Orten useo to estimate the r.1 .. k-£ ...... .rate. In December, 

a 
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1991, i'l: ws .. appro .. 1lUately 4% above the rate of inflation. 

2) Business Risk Pr~mium 

The bu~inBs8 risk premium ac~uunts for the riskiness of the 
firm's investment opportunities. To state it another way, 
it adjust for risk particular to the firm that investors can 
not diversi£~ away by investing in other firms. 

3) Financial RIBk Premium 

Finanoi41 riek invOlve~ the risk to an investor o~ receiving 
their funds in B timely fashion, and after all the claims of 
the dcbt holders have been met. !I'he more debt a company 
has, the greater the risk to equity investors, and the 
higher the financial risk premium. 

4) C<'>lInt:ry Ri .. k Premium 

Tho Oount:t'y r.:l.E:k prem.l.um accounts (oJ: Lisl< such as nationaJ. 
macroeconomic changes th~t are particular to Poland, and 
that internet10nal .l.nve$tors would not face in other 
environments. ' 

Note: DCF analysis 1e commonly conducted in real terms. This 
means that cash flow projections are adjUsted for their 
pu:r.'ohaoing pOwer in the !d.<.:e (Jf inflation. 1n real DCF analysis 
a real dis<':(Junt rate is used which excludes tne effects of 
:i.nflation, 

c. Te~nal ~olue 

Futu~e cash flows ~~e composea o~ two portions: the value of 
the cash flows ovar the projection period, typically five to ten 
years, and the "terminal value" of all cash flows after the 
projection period. The termipal value of the firm can constitute 
a substantial portion of total firm value, particularly in an 
emerging economy whioh is expected to experience high levels Of 
economic growth after the flve to ten year terminal value 
projection pet-lod. The L .. ,.'mi.n:o.l val" .. o£ the £1rm iG alao 
diffioult to estimate accurately, however, and totsl firm values 
should thereforo be estim:o.ted UllUI:!L' a variety of terminal value 
assumptions. 

A roliable OCF analyeis will prov~de a range of values for a 
firm to refleet the sensitivity of firm value to the factors 
discussed above. This range may be wide or narrow, depending on 
the conSistency and reliability of the information used to 
conduot the analysis. In an emerging economy such as Poland, the 
range should be expected to be relatively wide. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

The termina~ va~ue %or ABC, :tu..,., is listed c .. 276, or 6 times 
the Operating Caah F~ow. (OCF 45) 

How was the OCF computed? 

What prupur't..Lon of the total Net Present. Value (NPV) ill 
represented by the te~inal value~ 

1. Caeb Flow (NPV for 5 years) 
2. Te~mlnal. Value(NPV o~ 6 X OOr,') 
3. Total. 

2 ~ivi~ed by 3 in % = 

Notice the Oifference between: 
4 x terminal value at 18% 

and 
e x term~nQl value at l4i 

Differenoe 

The DCF analyeis Cor ABC, Inc. demonstrate .. the senaitivity 
01' the ~eaults to key assumptions. Varying the terminal mUltiple 
an~ diSOount rate results in a range of values from 171 LO 291 
approximately 25~ above and below the midpoint. The DCF range 
would be even broad .. :r.' if the unde.cl.,Y.Lng 1'lva.year gash flow 
foreoast was v~riod too. 

2. Comparab2e ~rans~ction Ana2ys1s 

Comparo.b1e tran.e.o.ot.ion onal.y~;LI5, the:.; aocon<J 0-£ i;oh6 t::h=-ee 
earn1ngs-basec3 valuat10n techniques we will disc"ss, .... tl"' .. l .. '" 
the value ot a tirm by examining the price that inv .. ~lv~$ h~ve 
paid to acqulre other tirms similar to the firm undQ~ v .. l"cllon. 
'1'hi.. v .. l" .. 1;ion 1;echnique ;1, .. not w;l,de.Ly "Cie<l in Pol .. nd. D .. e .. " .... 
it is u",ed freql.le1>l-ly by weal-e.rll ~nalysts and is considered .. 
useEul benchmark for firm valuation, however, we briefly review 
the major steps invo1ved. CompaTab1e tTansRntinn Rnn1YRiR 
1nvolvesl 

... 
b. 

Se1ection of tronsootions with target gompanies that 
are in .. s1mi~ar lille o! business and are o! a similar 
size as the firm being valued. 

Colculntion of vcluction multiple .. for the ncquired 
companies. Three conullunly u .. .,<1 lIIul Liple.. aL'" LI,., La llo 
ot the pr lee p.llu. £u~ L1,., UUlll~"u'y Lv .... 1 .... , u~ .. ~ .. Lluli 
ceu~h £low, and net. income o~ the targot oompany .. For 
example, assume the price pai~ £Qr ~ ~Qmp~ny i~ 2QQ ~n~ 
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c. 

I..he maaL .recenL annual sales Ior the company is 100. 
This results in a valuation multiple of 2 times sales. 

Calculation of the value of the fi~ implied by the 
val.uat.ion mul. t.iples o~ the compcu;·oble tl;"coecc;t:J.on.,e. 
F.,,,· .... wll~l", ~h" "'V"Lw~" ~L.lce/e .. .cn.l.n9a mull,..lple o.c tho 
comp"" abl.. t;,; .. n ..... u L.lUH" it> lIIul t..lplied L.lmes I.he c ... e ..:ent 
earnings of the firm being valued to arrive at the 
implied value. 

The following Comparable ~ransaotion9 AnalySiS for ABC, Ino. 
illuRtri'ltp.", this J;lrocess. Tn this examp1e, five transactions are 
selected that involve target.. companies considered 1,.0 be similar 
to ABC, Znc. Two of the transactions are then el.irninated from 
the enalyeie based on their dissimilarities with ABC, Inc. with 
rcgard to producL line tim] .lize. Av,u·ag .. valuation multipl .. ", are 
then oaloulated for the remaining, transactions and I..heBe 
multiplcG a.ce appl.led to ABC, Inc.'s most recent sales, operating 
ea$h flow, and net income ligures to orrive at the implied volue 
o£ ABC, Inc. 

The advantage of the oomparable transaotions analysis is 
that it reflects the price investors hove octuo1ly paid for other 
eompanies thai: are sLmilar to the firm bein~ valued and is 
there£ore an aceurate Lndioator of market value. The reliobi1ity 
of comparable transaotions analYSiS, however, de~ends on several 
f~otora: 

a. 

o. 

~he more similar the target companies are to the £irm 
In.lug valued, the more reliable tne reSultS will be. 
Tronsootions involving target companies that operate in 
businessos that. are onl)" vuguely similar Or are much 
largor (or smoll.er) in ",iz;e than the fLrm being v .. lued 
rna)" no~ be useful indicators o! £ir~ value. 

Tha more similar the re9~ono~ e~onQmr of the t~rget 
companies io to the regionol eeonom)" of the firm beins 
valued, the more reliable the valuation multip~es. 
Valuation multiples £or the acquis~t1on o~ compan~e$ 
that operate 1n .. ttlble developed. regions mol" not be 
good indicators of! the value Of firms that operate in 
higher risk eme"'gir.g economies. ValuaL.Lull l1lu~tiples 
will tend to be. lower in nigher risk eoonomies, 
although this difference may be o.r.r .. el. 1.t Lit .. h.l~h"L 
risk eoullumy io expected to ex~erience high",..: g..:uwLh 
than the developed economy. 

The llIore reliable the eales, 0 ..... 11 fluw, and earnings 
figu"' ..... of the rirn, 1.111<3 .. ,,· valuation, the more rel~able 
the comparable transactions analys.ls. If eales, cesn 
flow, and 6t1rnings lig ... ..:e .. fo.r: the firm under valuation 
are highly volatile Or include extraordinary it.ems, the 
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app1icalion or the v~luation mult~p1ee to the3C £~gurco 
will not yield reliable impl~ed firm value ... 

3. CQmparab~e Company An~lysis 

The th~rd and f~nal of the- earnings baDed valuation 
t:eehn.1.quee ~s "comparabl.e comp'my analyu!u." Th~s technique is 
51 so not used f'requentl.y ~n Po15nd at prel!lent. Comparable 
comp .. ny analys.Ls esl.l.mates the ve.1ue of' a firm by exam~nil"lg 'l:he 
price that investors are williny Lo pay 1:or shares ~n similar 
firms lhal are traded on pub1~c stock exohanges. 

Comparable company analysis involves the same "t. .. p ..... ",;1 

caveate as the comparable 'l:ranssctions analysis. 'l'1l.. u ... u11,. ... or 
the comparable oompany anal.ys~ .. , howev"L', do not ~e!l.ect the ~O\ 
-1,.., 40% p.r .... III.LUIll I.hel. lnve::;Lo.:::; oommonly pay to purchase A 
control.l.~ng interest in. a compan.y. ThUS, 'lone r .. ",u1t .. 0:£ 1oh .. 
comparable company anal.;rsLa t..enCl to be lower than the results o:E 
the comparable transactions analysla. 

Xf a maJority stake o~ the ~~rm under valuation is e~peeted 
to be sold to a single ~nvestor, then the comparAble transaction 
e.nal)'~..lt:J lII~y lJ~Lt..~z .. ,,·t;:f~ec.;L lhe markeL val-ue. :1£, however, 
oWIle""sldp of the :firm will be diffu .... d, then the resul Ls or the 
comparAble compAny anAlyaiA mAY better reflect the market value 
of the firm. 

The analytical m .. thodologies d .... c:d.bed abov.. are essen"'ial 
Ear estimating the value 0:£ en enterprise. Xt is el .. o important 
to understand that additional considerations that may not be 
fully capturod in those ve.1uat~on techniques above. Fo1.1ow~ng 

ere two examples 01: add.l.llonal CO",..Lcl .. L·" L.LYns lhal. may af£ee l 
firm value. 

~. Va2ue oE Non-productive Assets 

XE ~be £~.m poe~e6Bcs a~~ctQ thot ~rc not nCCCGG~ry £or 
production, then the DCF, OOlllpa .. dbl.. lr<1I1"<1ct~on, !;lIlel comptlCL· .. l.>l .. 
company an .. l.l''';1. .. w;l.ll not. o .. pt.u.:e t.1l .. v .. l.u .. u£ I;h .............. ~... Th .. 
bu:ye:L" cou~d operate the 1:.:Lrm, re .. ll.",e Lhe expeoLed "' .... 11 fl.,w", 
an.d reeeive A wind!' .. ll £':0," 1L'.!",i<l .. t..Lu\,:I Lb .... u .. -p .. -u<lu<:~.Lv .. 
asset... The value of nDn-produotiv~ aB~etB, therefore, w~ll add 
to the value of the £~rm. 

2. Environmenta~ Liabilities 

The coat associa~ed with anvironmental liabilities should be 
included in I.h", Del' analysis bu't may not ba raflactad in the 
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reeul to of the othel' techniques. II1 tludi tion, the costS of 
environmental compliance can be particu~arly difficult to 
forecast. Thi~ is a very important ieaue for ~oreign investors, 
ae the costs of eomplying with current or retroactive 
environmental regula'l::i.ons can be extremely large. 

EVALUATXON OF RESULT~ 

Two .i.",~op ... nclent ", .... 1 ubjeet1.ve paL't1.eS. can arrive at 
significantly different estimates of firm value. In evaluating 
the results of a valuation it is essential, therefore, to 
identify and understand the factors that have the greatest 
influence on the estimated va~ue. 

~he teehn1.qu~B descr1.bed above will yield a set of estimated 
values for the firm Which may differ significantly and which may 
or may not be conSistent with each other. This section discusses 
the process of using the resu~ts of the various techniques to 
arrive at a sound range of estimated values for the firm. 

A. EVA~UATIOK OF ASS~T-DftSED RESULTS 

1. ~eviow the re1i~bility o~ the asset-~ased techniques. In 
partioular, eXQmine: 

a. Congru.i.ty of depreciated book value of assets and 
market value of a~~~ts. 

b. ~el10bility o! pd.ces used to estimate the liquidation 
and replacement value of the firm. 

The orit.Lt:al factors for replacement and liquidai;;l.on values are: 

* age Or ec-eounts ;'cQcivoble anll incidence of Dad debt expense. 

* ~nventQry of e10w-mov1.ng items, for example, whae portion of 
the inventory has not moved (Deen SOld) for greater then 1 year? 

* land end bui1dings--to what extent hove these been marked up 
with inflation and carefully maintained to retain value? 

* ~uipmen~ ·oge 0' B~uipmen~, quality of maintenance, 
technological obsolescence factor, and capaoity of the industry 
in general on all important factors. 

* the value of non-product~ve .as .. ",ts--how are these carried in 
the bocks of aCcount and, what is the appropriate way to reoeive 
payment for them? 

~! The li'luidat.i.on value of a conlpany 1s considered the 
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RU.nimum value "tha"t the_ company .. hould b .... <.>111 for since .,n 
luv",sLoJ:: can always liquidote the H.rm and receive tht'> vo.lue of 
the a~~et~ in caah. 

B. 

1. 

2. 

3. 

EVALUATION OF EARNINGS-BASED neSULTS 

Review the reliability o£ the earnings-based techniques 
aeeOr"!lng to tl".e er1tl!%'ia in 'the prev10us seot:!.on and 
identify the teQhniques that seem to be the most reli~ble. 

a. 

b. 

DCF 
i
.ii. 
iii. 

AlIaJ.:t".L" 
Cash Flow Projection 
Disoount Rate 
Terminal Multiple 

Comparable Tranao.ctiona and Compo.niea 
i • Simil"""i ty of Compa1'able Troneaction.. ..ud 

Companiee 
ii. SimiJ.arity of Economy in Which ComparabJ.e Firms 

Operato 
iii. Reliability o£ Firm Sales, Cash FJ.ow, and Net 

I1"1ocms F:f.9'urea 

Compare the resuJ.ts of the various earninge-based teohniques 
1;or consistency and identiry the v .. lu .. tion leohn.Lques lh .. t.. 
prov~dc rc~u~t= w~th~n 0. .00&onobJ.e .ange. 

Xdcnti£y a range o£ va~uee for the £~rm suggested by the 
earnings-baaed teohnlquoor., pl .. ul"!:1 Liz .. 1I1U" t. .. mph<t:.;l.. 011 th .. 
resu~t" derived from techniques that are de~ermined to be 
the most re~iable and Lhe mos!. 0011",.1.",1. .. ,,1.. 

C. FINAL ESTIMATION OF FIRM VALUE 

The £in"l valuation range 1a Lhe ranye derived from the 
earnings-based techn~qu .. s to the extent that range J..Les abuve the 
asset-baaed results. This range can be w~de ~n an emerging 
economy OUQh .. 3 ~oland that ~e ~cek~ng ~n reJ.~able market 
lnlormation. h ...... u!Je that faJ.J.s :a:5-9s above anC! beJ.ow i"\::$ m~C!po.Lnl. 
ie quite cemmon. 

14 



I 
I 
I 
I 
I SECTION SIX 

I ADVERTISING 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

VI. Advertising 

This section will address some of the issues relating to the 
advertising techniques used in selling SOEs. One of the 
reasons for the poor performance of the fast track-auction 
program presently in operation in Poland is the poor use of 
advertising as a tool for attracting investor interest. The 
vovoidships and the Ministry of Privatization prepared what 
can be called a successful advertising campaign only in the 
case of the first tranche of firms put up for privatization 
through the auction program. Only in the case of this first 
tranche, were all of the firms successfully privatized. 

This section will also try to address a' popular notion in the 
vovoidships that selling SOEs to the local business community 
makes greater sense and is preferable to sale to foreign 
investors or Poles from more distant vovoidships. 

A. Importance of an over-all privatization strategy for 
marketing of SOE divestitures 

B. 

o the importance of a well-defined privatization 
strategy for a successful advertising campaign: the 
major and secondary goals of the government in 
privatizing an SOE will have a major effect on the 
marketing strategy, as it will often guide the 
selection of investors. Uncertainty as to which 
SOEs will be divested, and when this will take 
place, will often hinder attracting buyers. 

o implications of a well-defined privatization 
strategy for the advertising techniques used by the 
seller: the presence of such a strategy provides 
marketers responsible for divestiture with 
information on which sectors should be advertised, 
what kind of incentives can be provided for the 
investor, what pool of potential investors should 
be targeted in the advertising campaign. 

Attracting Investors 

Appendix A, located at the end of this Section, is a schematic 
representation of the basic investor attracting process for 
SOE marketing. This SUb-section will discuss the fundamental 
steps in the advertising process which are normally required 
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regardless of the divestiture methods chosen for a particular 
SOE. Specific types of activities, materials, or personnel 
which are speci~ic to a particular form of divestiture will be 
addressed under the individual headings of auctions and 
tenders in sub-section "C." 

1. Development of promotional materials and avenues 

Appendix A to this section describes several different types 
of media for communicating with the potential investors 
regarding privatization investment opportunities. Regardless 
of how the information is disseminated, such as print, audio
video, direct mail, personal contacts and speeches, there are 
a few key points which the marketer should keep in mind when 
structuring or developing the program. 

o First, all information should be up-to-date and accurate. 

o 

2. 

This is true of both company and country-specific (in the 
case of foreign investors), materials and discussions. 
presenting the SOE's or country's economic condition in 
an exaggerated positive light will only serve to cause 
investor suspicion and lack of confidence in the 
integrity of the marketers. 

Second, if international marketing efforts are 
undertaken, materials will have to be developed in the 
languages of the targeted countries.. This requires a 
careful and professional translation of existing 
material, and often necessitates modification of existing 
materials to speak to the specific concerns of that 
country's investment community. 

Follow-up on Investor Leads 

Getting the initial attention of targeted investors is only 
the first step in attracting serious interest in divested SOEs 
targeted for privatization. Follow-up must be organized and 
effective in carrying out several key tasks. These include: 

o Informing the potential investor as to the specific 
investment opportunities which exist and the procedures 
which must be followed to pursue these opportunities; 

o Oualifying the interested parties to determine if they 
indeed have , or represent clients who have, the means to 
make an investment in the divested SOE; 

o Selling the serious, potential bidders on the profit 
potential of investing in the country's divested SOEs, 
and therefore the importance of pursuing the opportunity 
further through a direct to the site of the SOE. 
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While the last step may seem obvious, it is clearly the most 
difficult task to accomplish, especially when one considers 
that the individual assigned to marketing the SOE may be often 
untrained in the art of selling. 

Procedurally, the investor attraction task requires a clear 
and relatively uniform structure of steps to be followed to 
ensure that all leads are properly pursued and qualified: 

o Information Dissemination: this would include both brief 
summaries and detailed description of the enterprise to 
be divested, as well as any possible sector or industry
specific and regional information. Also important is 
information on 'the tax structure, customs, and any 
appropriate investment incentives; 

o 

o 

Registration and Qualification of Investors: this 
critical stage of the process includes first gathering 
key information on the investor, such as his current line 
of business, specific investment interests, financial 
resources. Investor verification is discussed in detail 
in section VII - Investor Verification of the Vademecum. 

A well developed database of investors can greatly 
increase the efficiency and effectiveness of future 
marketing efforts and also identify particular interests 
or concerns of investors which can be addressed in 
promotional materials. Information contained in the 
database can also assist authorities in the selection 
process of appropriate SOEs for divestiture. The use of 
investor' data bases in selecting SOE for divestiture is 
discussed in section IV - Marketing Analysis of the 
Vademecum. 

Selling the Program: the basic principle of sales is to 
follow a progression of informing, qualifying and gaining 
commitment from the potential client to move to the next 
stage of the sales process. The goal at this stage of 
the "buyer attraction process" is to get the investor to 
make a further commitment to further action. The logical 
goal would be a personal visit by the investor(s) to the 
site where the SOEs are located for further information 
transfer and to actually inspect the SOE he is interested 
in purchasing. 

3. Investor Visits 

The format of an individual investment visits varies depending 
on the specific needs of the interested parties. The key 
point to be kept in mind when arranging for such a visit is 
that the investor should be given maximum encouragement to 
visit the enterprise by making it as easy as possible 
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For a smaller investor, who may not have the capability or 
desire to plan and carry out a thorough reconnaissance mission 
individually, an investment mission can serve as a vehicle for 
pooling several individuals for the purpose of direct sales. 

The structure of an investment mission is typically along the 
following lines: 

A group of five to ten individuals who have a serious interest 
in investment in a particular region of the country are 
selected for the mission. The mission is often focused on a 
particular sector of the economy, and led by a business person 
or official thoroughly familiar with the business conditions 
in that particular region. Meetings with appropriate 
officials are arranged (representatives of the vovoidship, 
founding body), as are visits to possible investment sites. 
Most of the initial briefings are given to the whole group, 
but one-on-one discussions are included to answer specific 
questions or concerns. Missions tend to last no longer than 
a week. 

4. Reasons for failure of investment mission 

Many of the investment missions held in other countries fail 
to bring the type of results which are anticipated, or at 
least hoped for, by the organizers. This is generally due to 
a combination factors: 

o 

o 

overly optimistic expectations; 

lack of preparation or expertise on the part of mission 
organizers; 

o inadequate individualized follow-up and sales effort. 

Avoiding these pitfalls by having individuals on the mission 
who are capable of answering any and all questions, and 
possibly having decision-makers who can begin to negotiate a 
sale on the spot, will generally result in a more successful 
mission. 

While it usually takes a few months to conclude a deal, the 
first 90 days or so are critical to making or breaking 
potential sales. This immediate post-mission time frame 
requires maximum responsiveness and updating of all key 
prospects to move the sales process along. 

5. Detailed Information Exchange 

As part 
detailed 

of the investor visit and subsequent follow-up, 
information needs to be exchanged with serious 

, 
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investors. For a privatization program, this includes 
assisting the investor in preparing his bid or tender offer, 
and further qualifying the buyer in terms of his ability to 
meet the requirements of investing. 

Any specific pre-conditions, such as joint-venture 
requirements, employment obligations, investment commitments, 
need to be addressed with the investor and he should be given 
adequate time to structure a proposal which meets or counter
offers these conditions. 

6. Investor Selection and Post-Sale Publicity 

After the deal is finalized, the marketers need to effectively 
exploit the sale by publicizing it to the investment 
community. This is particularly true early on in the 
privatization process. In this way, the promotional process 
of divesting SOEs becomes a somewhat circular process, with 
the latest sale becoming a major promotional tool in repeating 
the successful "sales cycle." 

c. The use of advertising in public auctions and public 
tenders 

1. Public Auction 

o 

o 

2. 

o 

The rational for selection of this privatization method 
is discussed in section II - competi ti ve Tenders in 
Market Economies of the Vademecum. 

Marketing and promotional vehicles: publicity concerning 
auctions 1S usually limited to newspaper advertisements, 
direct mail and often direct contact with members of the 
business community. This is relatively inexpensive, 
especially since several small SOEs and possible assets 
(equipment for example), may be auctioned at the same 
time. As is the case with any privatization program, 
organized publicity of the entire program via media and 
regular briefings to a variety of business interests is 
usually a key factor in generating interest in the 
overall process. 

Public Tender 

The rational for selection of this privatization method 
is discussed in section II - competitive Tenders in 
Market Economies of the Vademecum. 
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o Marketing and promotional vehicles: The experience of 
SOE marketers would appear to indicate that 
conditionality for sale of the enterprise, such as 
employment requirements, restrictions, on certain buyer 
groups, participation by local investors, should be 
explicitly described in the request for tenders document 
prepared by the SOE Founding Body. Given an adequate 
length of time for response, serious investors will 
structure their tenders to meet these requirements. often 
in a creative and innovative fashion. It is also 
critical that the tender reques~ specifically state that 
the government: 

"has the right to reject any or all of the proposals." 

o 

This ensures that the government will not be pressured 
into accepting a less-than-optimal buyer offer, and also 
strengthens its bargaining position if the top bidder is 
asked to enter into negotiations with the government. 

Preparation of "Request for Tenders Document" (tender 
invitation): The following is an example of the 
procedures involved in the tendering process, taken from 
an actual privatization which took place in an emerging 
market economy: 

it was decided that an advertisement would run once a 
week for four weeks in the two leading national news
papers. In addition, one advertisement was to be placed 
in the leading newspapers in large immigrant communities 
abroad. Additionally, the country's embassies in major 
investor-countries received copies of the advertisements 
(see Appendix B for example). 

a public announcement was drafted (see Appendix B) to be 
placed in the newspapers; 

interested parties were to submit letters of interest to 
receive the tender invitation (see Appendix B); 

offers containing information requested in the 
document were to be submitted by a certain 
accompanied by a bank cheque for ~O% of the total 

tender 
date, 

offer; 

the Tender Board opened offers in the presence of 
witnesses and observers at a pre-determined time and 
place; 

the Tender Board determined whether an offer met the 
conditions of the tender document. If not, the 
privatization committee disqualified the offer. The 
offers meeting these requirements were ranked based on 
the price offered. The Tender Board reserved the right 
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o 

to reject any offer; 

the Tender Board announced successful bidder at a public 
meeting. Bank checks from those bids not accepted were 
returned; 

if no offer were accepted, the process was to be repeated 
again in 90 days, with efforts to distribute the public 
announcement more widely; 

the privatization committee ensured that the selection 
results were made known through newspaper announcement.-

Press and Public Relations 

The reasons for press coverage and publicity in the tendering 
process is twofold: 

there is a fundamental objective of offering the SOE to 
every possible buyer. This both helps to ensure that the 
"best buyer" will be captured as part of the audience and 
that the process of divestiture remains as open and as 
transparent as possible, affording maximum public 
confidence in the fairness of the process; 

publicity helps to generate enthusiasm in the 
privatization 'process which is necessary to facilitate 
future interest in privatized SOEs among the investment 
community. The publicity process should not end when the 
tender is prepared. The identification of the buyer who 
has been chosen should also be publicized, with regular 
updates on the (hopefully favorable), performance of the 
now private enterprise. 

o Promotional Materials 

The tender invitation (see Appendix Bl, is a very specific and 
detailed description of the enterprise for sale and any 
restrictions or special requirements which the buyer must 
meet. 

As a precursor to distribution of the actual tender invitation 
or bidding document, several privatization programs have 
employed preliminary promotional materials to facilitate the 
dissemination of information on the enterprise to be divested 
(see Appendix C for examples). 

The primary purpose of these brief documents is to generate 
initial interest. They are rather inexpensive to produce, and 
therefore good models for use in virtually all cases of 
competitive tenders. 
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Interested investors are instructed to contract specific 
offices to obtain detailed tender invitations which include 
corporate profiles. These materials greatly expand on the 
information contained in the more costly information memoranda 
which contain comprehensive descriptions of the physical 
assets, financial condition and status of the enterprise. 
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POSSIBLE SOE MARKETING VEHICLES 

PROMOTIONAL VEHICLES 

• Press Releases 
(Announce Program, Appointments 
of Personnel, Offerings, & Completed 
Transactions) 

• Meetings: 

- Talks by Government Officials at 
Meetings of Chambers of Commerce 
and Other Business/Banking Groups 

- Video Presentations Describing 
Enterprises Being Privatized 

• Art! cles 

About Privatization or Enterprises 
in Newspapers and Periodicals 

Mailings 

Brief Company 'Profiles' to Potential 
Investors, as well as Banks, Brokers, 
and other Organizations Which May 
Know of, or Contain, Potential Investors 

• Direct Mall 

To Embassies of the Privatizing Country, 
International Banks, Venture Capital Groups 
Known Int'\. Investors, Associations of 
Overseas Nationals 

• Videotapes 

Shown at Meetings or Receptions Hosted 
by Embassies in Key Foreign Countries 

• Special Bulletins 

U.S. Foreign Commercial Officer in Each 
U.S. Embassy has Access to Extensive 
Network of Newsletters & Bulletins 
Maintained by U.S. Dept. of Commerce & 
OPIC. Networks of Potential Investors 
are Mainained by Regional and Int'!. 
Development Banks (Listing Attached) 

TARGET AUDIENCErS) 

LOCAL 

r-- AND 
REGIONAL 

INVESTORS 

, 

FOREIGN 
INVESTORS 

f-- AND 
OVERSEAS 

NATIONALS 
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APPENDIX B 

SAMPLE PUBLIC TENDER DOCUMENT 
AND ADVERTISEMENT 
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"::~lDERS SOARD 

PUBLIC T£:-IDER 
FOOD PROCESSING LABORA70RY 

The Government of Hestern Samoa accroved the privatisation of 
the commercial operations of the Food Processing Laboratory. A 
tender document has been procared ~hich prescribes the conditions of 
tender. The tender document"can be obtained from the Office of the 
Director of Ec~ncmic Development, Box 862, Apia, Hestern Samoa. 
Requests for the document may be telexed to 233 Treasury SX or sent 
by facsimile 21312. A charge of NSS10 will be made for each copy of 
the tender document. All tenders should be addressed to the Ter.ders 
Board, -r:,eas'..l:Y Ce?a~':::-Ien':, ?:~vate Sag, Apia, Weste:n Samoa a:ld 
should be recelved by the Te~ders Board on or before 4:00 p.m., 
Friday, 24th April :.87. 

The advertisement of the tender as it appeared in the Samoa 
Times: 

Ptlhiic TenCel' 
R:OD PROCESSING LABORATORY 

The Government of Western Samoa 
approved the prtvatisatton of the 
commercial operations of the Food 
Processing Laboratory. 

A tender document has been prepared 
which prescribes the conditions of 
tender. The tender document Can be 
obtained from the Office of the 
Director of Economic Development. 
Box 862. Apia. Western Samoa. 
Requests for the document may be 
telexed to 233 Treasury SX or sent 
by facslmilli 21312. A charge of 
WSS lOw III be m ade for each copy 
of the tender document. All tenders 
should be addressed to the Tenders 
Board. Treasury Department. Private 
Bag, Apia. Western Samoa and should 
be received by the Tenders Board on 
or before 4.00p.m •• friday, 24th April 
1987. OrN 17923 
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TS!-lDE:! DOC:JMS~lT JRA?T 

fOOD PROCSSS!NG LA3C?~:OR! 

Cace 24ch March :387 

At its ~eeting he:d on 21s: :anuary 1987. ~he Cabi~et oE the 
Gover·nment of Western Samoa d:scussed paper CP (87)2 and approved 
that: 

1. 

2. 

The co~~erc:al operations of :he Food Processing 
Laooratory be privatised; 

Te~ders should be called frem all interested c~moanies 
and/or indiv:duals tnat wish to take over the activities 
of the Foed ?r~cess:ng ~abora:~ry; 

3. A commit~ee 0: o:ficia:s comprising the Financial 
Secretary. the Jirector of Agriculture and tne Director of 
Econom:c Devel~~ment to aoooint and evalua~e all tenders 
te be recei'led and subsequently submi:: theIr repor: to 
Gevernment. 

To that end. the above-named Commi:tee has prepared the 
attached tender documen: co provide interested parties with all 
known and re~evant info=~ation of the Foed Processing Laboratory to 
enable them to prepare offers for the Foed Processing Laboratory. 

All offers must be submitted in a sealed e~ve!ope to the Tender 
Board. Treasury Depar::ment before 4:00 p.m. within 30 days of the 
date of this tender document. 

In this tender document. you will :~~d :he Eo::owing: 

• The most recent. complete (unaudited) fina~cial statements 
for the Food Processing Laboratory. Financial statements 
more recent than 1984 are not available. 

.• A list oE equipment included in this of~er. 

Food Processing Laberatory is :oca~ed on land be!onging to che 
Government of Western Samoa. If the of:eror plans ~o occupy the 
plant at Alafua. the cf:eror should state a w:llingness to enter 
into a long-term (25 years) lease. The cffer shou~d include the 
amount the offeror is wL:llng to pay to :ease ~h:s property. 

If the offeror o:a~s to dismantle the olan~ and move it to 
another location in Western Samoa. that should be clearly stated in 
the offer. No offer ~ill be accepted wherein the equi?me~t would be 
re-located outside of Nes~ern Samoa. 
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The Government of Hestern Samoa currently employs 15 ~ersons at 
the Food Processing Laboratory. !t is the cesire of :he Gove,nmen: 
of Western Samoa that these employees conti~ue to ~or~ a: this alan: 
aEter its sale, at least for a period of six months, curing ~n:cn ' 
time each employee will be eval~ated regarding ccntinui~g. 
employment. 

The Food Pr.ocessing Laboratory is a going concern '.o/ith t~.e 
following estimated annual sales: 

?assionfruit 
Exports/tonne 

Fruit Juice 
Car:ons/li tre 
Bulk/litre 

Bananas 
Pulo/tonne 
Oried/tonne 

Quantity 

81 

200,000 

80 
25 

Value 

1015$2,168 

WSS:.40 

;/SSl, 671 
WSS4,053 

Estimated 
Annual 
Sales 

WSS176,000 . 

;/SS280,000 

1015$134, 000 
1'5$101, 000 

WSS691, 000 

Frozen passionfruit pulp and seeds, ~rozen banana pule and 
d=ied bananas are current:y exported to New Zealand and Australia. 

The Food Processing Laboratory currently purchases from 
approximately 30 passionfruit growe:s. The price paid per kilogram 
is presently 28 sene. The bencnmark valuation of this going concern 
has been made by the Government of Weste~n Samoa based upon a 
payment to :arme:s of 32 sene per kilogram in October ~987. Unless 
the:e are gross abuses, the Government of Western Samoa does not 
intend to exercise any price control ove= the operations of the Food 
Processing Laboratory. It is believed that in order co increase the 
volume of the plant farmers will have to be paid for their 
production in cash and advance contracts will be required. so~e 
agricultural extension services provided by the piant will also be 
deSirable. 

The Food Processing Laboratory purchased 3,000 tonnes of 
passionfruit in 1984, cffering a price of 35 sene per kilo. 

The Food Processing Laboratory currently pu=chases its bananas 
from USP, Annandales, and Phil ;/illiams. 

The benchmark price developed by the Government of Western 
Samoa has been set so that the purchaser can make an adequate profit 
without Investment Incent:ves or other protection from taxes. 

, . 
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An inspection oE the business ~ay be made by ma~:~g an 
appointment with Mr. Clive ?edrana to vlsit tne Food ?~cces5i~g 
Laboratory in Alafua. Apia. Weste~n Samoa. ?:ease ~cte t~at 
equipment Eor food technology researct. otte: :~a~ equipment 
specifically used for quality controL of the above-~a~ed procuc~s, 
will be moved to another location and do not constit~te ecui~ment 
oEfered for sale in this tender document. . . 

The Tenders Board reserves the right to refuse a" oEee~s and 
.to re-advertise this tender. 

Your offer should include the following: 

• Price offered for Food proceSSing Laborato~y as a going 
concern. A bank cheque amounting to lOt oE t~is amount 
should be attached to your of!er 

• 

• 

• 

• 

Willingness to enter into a long-term ~ease agreement ~ith 
:he Gove:nment oe ~es~e~n Samoa, and t~e a~~~a~ :ease 
amount offered with app~opriate increases :or inflation 

Full disclosu:e as to owr.ership and management team 

Assurance that the equipment will remain in Western Samoa 

Assurance that plant pecso~.nel will be maintained for a 6-
month period, afte: which time any or all may be dismissed 

• ~he offer is ~o be based on the understanding that the 
bUSiness shall be subject to all taxes and fees required 
of such a business operat~ng in Western Samoa. 
Accordingly an assurance is requ:red that no applicat~on 
will be made to the Government of Wes~ern Samca for 
incentives under the En~erprise :ncentives Act 1984, the 
!nc~s_rial Free Zone 'Ac~ 1974 or o_het~ise, in the Eut~:e. 

The sales agreement will be bet~een t~e Go~e:nmen~ 0: Wes~ern 
Samoa and the purchaser for the "business known as :ood ?tocess~"g 
Laboratory." 
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BUSINESS OPPORTUNITIES 

THE GOVERNMENT OF THE 

CO-OPERATIVE REPUBLIC OF GUYANA . . 

-

Iqlnounces the COIlIfIH!fU:ClOuni of dlVUSInWll1 &J(.lIvllle~ III fttltJ(lun lu iJ 

'mlltlJer 01 Slah:t o\\lnt:'d/coflt,oll~ EUIt!',"UI).t:s Ifl UIt: AUflcuhurdl 
St!c 101 II Islle,y. '01 cSI. y. dllllltd', '11111 "'IlJ vl.'tlUldhtu lumlllL hi .JUl' Iliu 
"'oInulclChJllng SUU ~~Ch)' hII...ll!Lll!e,h,II&IIUU. ute' 

l"It!f~Slel1 patfies all: .,Nlle.' 10 dpply h.lf WhN&l11I CWJ'kl'ulu "IHtlle) 
10 the lulluwIfl9 clt.MIt:~St:5 

. .... -. .' 

Th. Chi.1 Exewlivl Ollie •• , 
Public Corpo'~llonl S.c ..... iOI, 
45-47 Wal., Street, GeorgBlown, 
GUYANA, SOUTH AMERICA. 

relephone: 

T.lox: 

Fax: 

0:!/li7016 
li!lb!l·1l6 

GY nl4 
f'lL'~ull ~:!Uh 

!>\J~ 2 1i:J:J'J!> 

M •. Joseph Tvn~a". C.C.H. 
Miniu., 
T fide ond Inv.umenl 
249D T.acV PI.<o W.W . 
WlShinglon D.C. 20008 

.' 

Telephone: 

T.lex: 

:lU2 :!t.!lli!lOO 1011,""1 
3m :!~9 !l4:!1i (l11M""1 
112:11,4 110 

M, Phillip A. D. AI.o!'!'. A.A. 
DeputV High Commiuione, 
3 Palace Coo. I 
Ilay.water RODd 
Lendon W2 UP 

Talephono: 

Telex : 

III :l2!l /lill4 Ii ICllh .. "' 
()!)I :"I!)!1!; 

- - - - - - - -
COMPANY PROFILE 

NATIONAL PAINT COMPANY LIMITED 

NA runE Of BUSINESS 

- -
JlI. lGmp.ny It 41 wwhuMv owtl.d Illbluti"y 01 Guy.n. PhMm'''ul" .. 1 C"'puullon Uipe,,' A'" 
uwtl.d IUlflpltw. 1IIIIIIIul"IUIiI. wide tin .. DI pamu.I will ... I"yd '''In .nd oml, p.1R1 p'o
dum 

BRIEf '''STOnV 
II •• COlllp.ln.,. was ollYUI .. lly ,Ajbh".,d ill 196!t II ... lludr .. y 01 Oll'nh r"nU (ut<. lInw'lId In 
191Ii, II w .. , "'IIIII,d by Ih. Ga.,,,nne.nl 0' GuV.n .... d ap"a.'d ••• dlVlIOA a' Guy.n. SloII' 
lllllilid UI." 1919 VIIh.n II bifc.aln' • di.,lIion 01 Ihl GuVtln. Ph.,m.nuhul Co'pOI,"an f.om 
J.nu.,y I, 19H I,UI ,t.lu, VIllI, dllllllld 10 1b.1I of. p,ivllllinul,d h.bllllY (amp'ny wnh Ih, n.m. ut 
", .. (1111'" r.ml Cump.ny llnnl.d .ud la • ""holly own.d aublldjlly of Ih. Guy .... f'h.m.uu.uI 
CUfpLlf.llull_ 

OPEnA11NG LOCATlDrI 
Ita.l.uu,., Illuuf.d.1 11/14 ludu.ui.1 E ••• I., Ruim.,.ldl on Ih. DUllku1l of G.CUtt'own. 

CAPITAL S1RUCTURE 
rI ••• uthUlIl,d "''''e uplc.l at Ih, company II JO,OOO Ofdmlly .11" .. lIIfub. p'r valu, al GIIOO 00 
, .. 'II, tA whil.h 1,4!a0 hav. b .. n illU.d'l pilf .nd If. 'ully paid "p. 

Itll cUUl~ny "ui .. loan hnlllCllil 01 GIS 499 millioo Mrhicl\ il uuli .. d '0. Ih. ICquuilion 0' .In 
.I"y&l fllna pl .. nl (CUUIIIIUU,III." In 19111. 

111. "liUl"I,d Rlu. 01 til' hud ,U'II II '1 O.umb" 31. 1988, wa. GI6 fatS million INolI, 
US$! 00" GUl 00 IrOIll M'ICb 31, 19B91. 

PRODUCTION CAPACITV 
HI. (omp ... ,y I ... In InullI.d C:lpMUV ~ ]50.000 us 0111'111 [,aboLlI I J million ,., .. d O. plllIl pM 
.unum CUII.1I1 p.oliucllon c:apa"'y i.lOO,OOO US .. ltonllAbou, 1.1 million hi, • ., .nd ',000 IOIM'I" 
lII .. uu. 984 loud p" .nnum olllilnU .nd .lky4 fI.,n flaplCli.,tlw. 

PRDOUCTS 
lilt (Ulupally p,uiJUUI. VIIIIlt IInlt' uf pllnl pnuluC:II •• MUll pUlly .ud 10yi II.Vd flllln 

MARKETS 
5 .... II. ("n.nllw IlInII.d to Ih.loul mil'" 01 ~ith th,'comp.ny hAl' .hi" 01 'Ppfolim.uly 
JO,j,u'th. cunlnl con .. nlplilMl PI' V''', 
MAJOR STRENGTIIS 
TIlt Wlllp.ny PU"I"" 'IChmul Ind .dmini"fI,l., ••• ill, 10 IUlllnI .... coo_nutd .owtb .nd 
d,.,.lopm.nl In .ddluon. tb. 1I~.c:lli .. .,v In •• qulpmllli w, In p"lI.nl condition Ind win nUlln, 
Lund tu " •• lnl11 conunuoUl p,ucklUton. 

Th. ,."nlly in".II.d Soy. AI.yd A.lin pI.n. "aduul 'I&in ""hich II ant 01 th ••• i. fnl"dllna 
III Ih. mlnu',""" 1.110. bUld ,1111.' Sudl 'aI,ft un be ,.dll,. m ...... d in .h. CARICO ... ""on. 

GOVEANMEN' Of GUYANA 
APIlIl ~. '9U9 

-
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VII. Investor Verification 

This section will address the problem of investor verification 
faced by the Founding Bodies. Following the publication of 
invitations to negotiate in the local and nation-wide press, 
inquiries flow into the office of the Founding Body requesting 
additional information and access to the SOE. 

The Founding Body is then faced with the dilemma of 
determining the credibility of various potential investors. 

Some of the questions we will try to answer are: why is 
investor verification important? What are the criteria for 
evaluating the credibility of a potential investor? What type 
of information should be requested from the investor prior to 
entering into any contractual obligations? What are the 
possible sources of information on the investor? 

A. Why is investor verification important? 

o To avoid unnecessary disruption at the enterprise 
level: Presenting an SOE for privatization in 
general and liquidation in particular creates a 
significant amount of disturbance at the enterprise 
level. 

Below are listed some examples of the particular 
turbulence that occurs at the enterprise level as a 
result of anticipated negotiations. 

Management becomes focused on the upcoming 
negotiations, considering the future of the 
enterprise, the potential effect on the production 
profile of the firm, employment, existing 
contractual obligations. Very often, ownership 
transfer implies change of management. As a 
result, management's attention is largely shifted 
from operations of the enterprise to issues 
relating to the upcoming negotiations. In summary, 
management becomes increasingly absorbed with 
planning strategy for the anticipated negotiations 
rather than the day-to-day management of the 
enterprise, the planning of investment projects, 
expansion, upgrading and introduction of new 
production lines. The SOE increasingly enters into 
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• PROFILE • 

PLANTA PE PRODUCTOS LACTEOS SULA. $.A. DE C.V. 

BUSINESS: Processing plant for milk and milk by-products. 

LOCATION: San Pedro Sula, Cortes, Honduras C.A. 

OWNER: CONADI: 46%; BANDESA: 46% 
Others: 8% 

• RATE OF EXCHANGE USED: 
L 2.00 - US$1.00 

YEARS IN OPERATION: Founded in 1972. • ANNUAL SALES: US $19.8 
million 

EMPLOYEES: 340 (146 production) • OPERATING PROAr: . 
US $ 482.5 thousand 

KEY DATA AS OF: 07/20/88 • BOOK VALUE OF FIXED ASSETS: 

• 

• 

• 

• 

• 

• 

US $3.05 million 

FACILITIES: Milk processing plant. including pasteuri2:ing facilities. The company 
also owns equipment to dehydrate milk (100.000 litres/day) which was 
purchased new in 1978 and has never been in operation. Generally. the equipment 
is in good condition. The company leases a second processing plant in Tegucigalpa. 

PRODUCTION: The facilities produce pasteurized milk (70%). fruit juices (5%). 
various types of cheeses (10%). plus cream and butter (15%). The plant uses 
100% of its milk production capacity and 900/0 of its capacity for cream and 
butter production. Maximum reception capacity is 85.000 litres of fresh milk 
per day. 

MARKET: The company has a 43% market share of the total liquid milk market and 
75% of the market for cheese. The main competitor is the LEYDE Company which 
has 40% of the milk and 20% of the cheese markets. Delta Company has 8% of the 
milk market • 

OVERALL EVALUATION: The company needs to make administrative reforms and 
production improvements as well as to devise an effective marketing program. Its 
market appears to be a growing one, however. and the new dehydrating plant is a 
very attractive investment in view of the scarcity of powdered milk in the 
country. 

FOR SALE: The 92% of the shares owned by CONADI and BANDESA. 

SALE PRICE: To be set by the Boards of CONADI and BANDESA in a=rdance with an 
evaluation performed by independent appraisers. 
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• PROFILE • 

AZUCARliRA CENTRAL, S.A, DE C,V. IACENSAl 

BUSINESS: Cultivation and milling of sugar cane. 

LOCATION: Marcovia, Choluteca, Honduras CA 

OWNER: CONADI: 99.95%; Inversiones 
del Sur: 0.01%; Others: 0.04% 

YEARS IN OPERATION: Founded in 1974; 
Currently operating. 

EMPLOYEES: 1400 permanent and 
temporary. 

KEY DATA AS OF: Sept. 31, 1988 

• RATE OF EXCrwJGE USED: 
L 2.00 - US$1.00 

• ANNUAL SALES: US $15.65 
million 

• OPERATING PROFIT: 
US $(5.45 million) 

• BOOK VALUE OF FIXED ASSETS: 
US $18.55 million 

• FACILITIES: Owns 1828.98 ha. (4513,41 acres) of land. Machinery and 
equipment are in good condition, and are maintained with technical assistance from 
the Schaefer Company, The process is integrated, and the mill operates 5·6 
months of the year. 

• PRODUCTION: Produces raw and white sugar plus molasses. Milling capacity is 
4,500·5,000 tons of cane per day equivalent to approximately 80 short tons of 
sugar. 

• MARKET: By arrangement with the 6 other mills, ACENSA participates in expol1s 
to the U.S., under the latter's now reduced quota system. Its share of expol1s 
(50% of its sales), as well as its pal1icipation in the domestic market, is based on 
a formula established by the Central de Ingenios (CISA), which allocates shares to 
each mill based on production achieved. The main producers of sugar are CAHSA, 
which supplies 24% of the local market, followed by AZUNOSA with 22%, ACENSA 
with 20%, and A YSA with 12.5%. 

• OVERALL EVALUATION: World sugar prices will have much to do with the 
company's future. Crop diversification, and the production of alcohol, are two 
endeavors for which the company has good expectations. 

• 

• 

FOR SALE: 100"10 of the assets. 

SALE PRICE: Will be set by CONADI's Board upon receipt of a valuation by 
independent appraisers. 
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• PROFILE· 

INQUSTRIAS CEMENTERA HONQURENA. S.A. DE C.V. (lNCEHSAl 

BUSINESS: Manufacture of portland and puzzolana cement. 

LOCATION: Piedras Azules. 6 kms. from Comayagua City. Honduras C.A. 

OWNER: CONADI: 80%; Asland: 10%; 
Mali: 1%; Others: 9% 

• RATEOFEXCHANGEUSED: 
L 2.00 - US$1.00 

YEARS IN OPERATION: Founded in 1976. • ANNUAL SALES: US $28.75 
million 

EMPLOYEES: 309 (275 in production) • OF'ERATlNG PROFIT: 
US $ 10.9 million 

KEY DATA AS OF: Dec. 31. 1988 • BOOK VALUE OF FIXED ASSET'S: 

• 

• 

• 

• 

• 

• 

US $42.90 million 

FACILITIES: The plant has one kiln with a production capacity of 1.200 MT per 
day. It is a dry kiln process with a four stage gas pre-heater that uses the exhaust 
gases to dry the raw materials. The machinery includes the processing equipment. 
auxiliary and transport equipment. The plant has been in operation for 7 years. 

PRODUCTION: Installed capacity is 392.000 metric ions of portland cement and 
532.000 of puzolanic material. There is sufficient raw material for 40 years of 
operation at full capacity. Presently the plant is operating at 55% of installed 
capacity. 

MARKET: It has one competitor in the local market. CEHSA. located on the North 
Coast at a distance of approximately 250 kms. from INCEHSA. That firm has 
installed capacity of approximately 700.000 MT per year 9f both types of cement. 
In 1987. INCEHSA supplied about 213 of the local market. Total demand in that 
time in the local market was 330.000 MT per year. There is one possibility that 
Guatemala could be developed as an export market due to estimates that show 
Guatemala running short in 5 years. Moreover. there is the potential to ship to 
thew Caribbean. and possibly to ship clinker to the U.S. market. 

OVERALL EVALUATION: The machinery and equipment of INCEHSA are in top 
condition as a result of sophisticated and intensive maintenance programs 
supervised by Asland of Spain and Kawasaki of Japan (the manufacturer of the 
main equipment). There are raw material reserves for more than 40 years. and 
as INCEHSA is a very well managed low cost producer with a good local market 
share and export potential. its outlook is a positive one. 

FOR SALE: CONADI's 80% equity investment. 

SALE PRICE: To be set by the Board of CONADI upon receipt of a valuation by 
independent appraisers. 
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Tender by Treuhandanstalt Potsdam Branch of 

Industrial and Service Companies 
located in the region west of Berlin! Germany 

Company number I name, locahon (In brackets. type of bU5moss / present number of employees) 

v.hlel .. · ':,'. ',," .::, 

(P I, ",,10 eenlel GmbIlKo",~s 
WuSlflh~II'rn 
o 160D Kon'lI! WUSICIIMU$Cn 
IC" <If,'/elS/''p ICP'" 119/ 

(P 21 A"IO~~nlftlllavelland Omb/l 
o 1800 (l'.lndonbu'\I 
(e .. acal~"nop, I~p1111101 

IP 31 AUIQh~lIs lIaonlgsdo., Ombll 
o 142~ lIennoQsdOl' 
IC" ac~IolSlr'p ,ep," II " 

If' 'I A"lotechol\ Pllgolll OmbH 
W'llstO(~ 
0, 1!J30 W.u.lo~k IDouel 
ISp',. P~"S duloulr,pl 3D) 

lr.N:.zt~~~ab!1 Polsda .. 
IC" (icalo"h,p, '~P'1f 1321 

IP 61 hhll~lIg .. o'k TIt".nb"el/on 
OmbH 
o 1102 ",uQnb"Ollcn 
(r/Ucl bod,es 1219J 

goIJo~~~L~~~~~~~~ Ombll W,nonb~Igr 
IConSllll1 "on 01 d,clel engones lSI) 

go IftJio'~!::!~~~ Aulo Eck GmbH 

(CaidulNln,P 'fP''''I'I) 

1!'1I~~c!~,~~',~:~~:,~~~':ri':.,~~f, A 
01102 TIQUanbllelnn 
ICOnJ/,"c/,on of ',"loIS, ,epM/' 1/ 

g"II~i2T{!::b~~' hh"e~g .. elk GmbH 

IConlllllf/'on III ""C~ bod,,,s. '",,11l1S I 
120/ 

e'~II~UCtl.n'" .,"; • "'.':" ~ '='::'j 

tp III O~I"lIt'llc>ch unll AusbiU 
Gn,bl! 
o I!I'O BaIng 
(C ... rc""lI,u~.,on InSI.ll/dl,ons I '00) 

(P 1211t~n,Jcl,.Scl¥tce Gonblllompl'n 
o 211'J0 lempl!n 
1£ I"CI/lr~r .Ind c'~,' CO"$/(I/("on, 
."., .. 'I,II/OMI;!} 

II' (3) 11,,(1\ und "~Ib~u Gmbll 
(j."n1PI! 
o 1~10 Glan1n~1 
rC ... /conmuc/,on/190} 

II' 1~lllochb~uQ~le",ch.1I 
lll(~en .. aldlt Gmblt 
o 11IOtuchn.lltde 
ICI.,I cunlt'''''lon 1 '501 

r.p::~uK~"UDI 8.~hlt' Gmblllloeh .. nd 

o 19It1K~"ll 
re •• ,' COI\$"U'lion ,,,,,I en~lne""nll I 
q;", 

tI' 161 pmOAU Ing.n,elliball PII~n,u 
IimbH 
o ~!lon W,II.nbelge 
IC,.,I,onst,uctlon/"OJ 

[P III n~lhO"Q'U' Bau GmbH 
o le30Ralheno .. 
IC,.II COnl/,,,ellon cIVlI.nll",ullnlll 
/20} 

rp 18) r'eUlOlnl~gfn Vellen Gm~1I 
o 14~O Yetten 
,rtcc' .... ,e"II'''u''''1I ' .. p.,,/43) 

tp 191 rte\IIQ'nl~gen~.u Omblt SQtl'lI 
o 1610 Ool"g 
1£/ewlClI consl'uel,O"/!O) 

U;.~~~~~~~~'!. ~n!~,:"ball 
o 153~ Kle,nmachno .. 
(Clu".ul ~"""'UCI'on ISO) 

If' ~II £I~'''omalch'nen"pa'alu'en 
POlldlm {',mbt! 
o ISQO I'QI~"3/11 
{ncp~" 0' Dlre/llC" fn~IIlU I;''.} 

II' 221 {Ickl,o .. " .. e Btll'O Omhll 
o 18?OOdl'lI 
(flr<l,,~allltllJII./IIonJ 1'16) 

IP ;>311 u,,~ .. e'k Oabendooi Gmbll 
o 1631 U~bendlt,t 
ICo""",,n,e.i1,on tlce/lleal m."ulln~1 
27./ 

(I' I'~I thu •• a M6b.1 Omb1l1 a. 
o Ift10Ralhinow 
I' urn"Ulo/IC~/ 

II' 261 nupp,nCI MObchOjelkst.ltton 
Gmbll 
o IU~O Naul,'PPln 
(fu'ltIluII/4J/ 

b"m~H So"~.·.'ldel Holrv.,.,beltung~ 

o a40 hlk~nlU 
fSJ .. m,ll. wooden consllucllons/4/ 

rxmmmW'HMd'J" 
(p 26) FI$CnlalllballUng ""'kll~" 
IIl1eMoll G,' bill A 
o ,6U51,UI' sch Buehholr 
ISm~~edl'" c,ns/121 

IP ~~) FUI$llnbel~al MllcbluLlIf Gmbll 

~~'~:'~;~~~::~Y~C/uf'161/ 
(I' 30) ~uc~,n"al<lOI SChl.chtb~1rleb 
Gm"ht A 
0,1110 ~ue'en ... ld. 
('iMug",,,,hIUU, me8IpIOceul~{JI'061 

IP 311 L'ndl,~ndel Jul.bog OmbU 
01100 JuteJog 
fSlel,lg~ aM II.d. ot'II,le"ltulIl 
plUdu~/$16./ 

II' 3n nan~,dOll~' ~.ndh.ndel Gmbll 
\) 1~34 n,n'lsdoil 
15101lq, 'n.I Illde of .gl!cUIlUIII 
P'Od,,",1 ,:} 

If> 33) SehtcBb,.uuel Wllsanbuill 
/lmbll 
o 1I1~5 Wlllenbuill 
,B,~ .. ~Ir.rn1 bov""II. p'oducrlon and 
',~oJ~ 1211 

If> 1111e.n"Jolle, O.Hlnk, OmbH 
o 1(,14le.rsdltlr 
fUr.rlolgo "'lldIiC/'M and IlidQ 15g} 

IP 35) MS1En Gmbll Luchn .. ~ld .. 
o 1110luc~en .. aldo 
IMc/aI,QI\$',"e/ron nl dMlellh,p 
r,p~1I164} 

lr.e~~I~~WP 1t;lIIe lind KUma GmbH 

02130Pu~n11RIi 
IFllllngs .JI.es 1441 

go mtt~r\e~!~~~gen hlkcnm Gmblt 

(Con •• ylng '",,'pmen/, umcel2621 

b"1~~!;:~~eund 8aulechn,k GmbH 

o I~OI 11Inn.nwald" 
IG.MIII engln~Cllng .. ~oltule 11111. 111) 

IP.39) M.uhln.n und Oel11oblll 
OmbH 1l".ltlla/B .. ndenbu.g o UOOO,.ndenbuig 
IGen"dl mechanIC.1 enll,nUII"{J 114/ 

IP 40lMetalibealbellun\lllnd nohl 
1"'lun~.b3u OmbH Fal~o~.u 
o 154~ F'n~n~Iu~ 
I"e.',n~ 1tSlcms Inll,lI,/,oQ ultlns' >0, 
If 1~~6~;!~,'~~C::~~f~'~~~P Gm~H 
fMltc",mC,1/ 'ngll\~e"n{J 1131 

Ir 4~1 Otm" O",bll nall' .. no .... 
o 183D n~lh~no .. 
(O"~n'nd 110ve consllud,on IIS51 

IP 43) n'lhenowei Appa,,'e. ~nd 
Oehalt~.bau GmbH 
o 18JOn~lhcno .. 
{Sl~I'on"y conflintl$ .. ,," lecycllng' 
2621 

IP UIWeslhavell,nd Te,hn,k Ombll 
o 1831 1.1,10" ' 
IWhplnalp '''de m~,hm~lr 'nd load I 

'" 
TutUfI.IUlllu I .. ~i -':, ", ' 

~~,~~!:!',aG~t~~A'a:~~~mmq~In 
o IBOQOI.,ndonbulg 
(Ydlll p,,,,,,,wPIl/IS1/ 

.. 

I IP ~6) fohenrllcugnoU_D Gmbll 
IOfandenbUIg 
{O.IOOO l1'o1nd~"tm'9 
f (Ttd"", ", r.l'''' '501 

I ~I:,~V$;:,P~~~; Gmblt flrklc,duIIQ5 

(O 1920 PUi,W3Ik 
I jWO,k .. toll/6?) 

I IP ~8lluwal SchuM,It,"k GmbH 
(0 1710 Luckcnw'td~ 
I (ploducllOll 01 sho~s I ~04J 

liP ~9) M~lkl5che KonlckllOn GmbH 
, lehdonlck 
(0 1~34 Zehdrn,k 
I (Worni'll' and mrn $ c/otnOliD' /061 

~ :~~ ~c:!.~l'\'~Od n.l~eno .. o' LOdOlw. 
(0.1830 Ralhenow 
I flUlhel ploducllcn /31' 

! g 159IJNo~'~~~I~ 
, (Induslllnl/tll,lesl IfCI 

I jP 521 Ak/enlen S'lbelsc~muc~ Gmbll 
t luc~enw.lde 
1 0 If'Oluc~en''','I,'e 
, (J~",cll.,y. II~J~ I JO) 

I II' 53111AUl5 ttalldrt O,e,,,,le'Slun9 
, Sc ... e~ Gmblll'''nll~u 
• 0 21301'1onl'~U 
, (Cemmelelil sc,.,c(5164) 

: [f.1I1~ Lud,,'gsloldol O,cn\1I01S1IIn9' 

, 0 1120 I ualW'~"clao 
IComm"CI~1 ~n<J .Iomrslor ,elwlCes 
143/ 

I (P 551 M~lk'seho GI~,be3'he'tung unli 
I ltaodalOmblt 
• 01434Zel,dQnlck 

(GI~ss p,odud,nn I",de 130) 

g'mt~l P"9n>l1C, flQ,n'9ung5m,Uel 

?Crc9~~~n~J'~~~,~~1: 11 I} 

- .. 

Tender ,ondltions 

I In o«o,da"u ""h "".n" ,,,...,,111. '''. 
T'"unond,,,'o,, robo,,, "'O"'h mlp"d, 
10 .. ,, Iho olo,omO"hO"od <O"'~M'.' b. "".n, 01 0 lond., 
"'II oU ... d co",pon, .. 0'" 'n ,,,, '.q."~"" 
010 Ilmllod 11.",101, comp.,,,, IG",ntll '" ~ 
,I.<k comp.ny ("'01 Md ~,. nl ,RO"n .nd 
mod'um "" Ih ••• ,. ~II lo< .. ~d ,,' ,." 
I.;lon ".,1 el D.,,,n U"II ,"u,ln. In, " .. , 
10'" .ho •• cap,," 01 a <."n~"", 

l Ih.,."" .. " pub!>C "n,1 ""ono" "nl,"M 
'o~.d 

3 In ","d'ng .monq 'h" I,,,,, "'.I''' .... A''01 .no"" ",II"h 1"'0 <"",,,1,,.,,0" ."">,,~ 
",h., , .. '''~. Ih. h.d I>"'" II,. " ... ",." 
pl.n ,ub .. ,,,.d p'"m"M 'n "",M.,n ~, .... '.I~\" ."dl"'''O.' to ,n,," •• <1, 0' 
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a phase which may be characterized as the state of 
deep freeze: all important decisions considering 
the operation of the enterprise are side-tracked 
until the anticipated negotiations and ownership 
transfer are concluded. 

The workforce of the SOE becomes profoundly 
affected by the "deep freeze" mentality 
characteristic of the period preceding 
negotiations. This may have a considerably 
negative effect on the morale of the workforce as 
the period of anticipation lengthens. will the new 
owner retain the workforce? If not, how extensive 
will be the cuts? What effect will privatization 
have on the working conditions at the enterprise, 
on wages, on social benefits, on workers' 
representation? 

Finally, the announcement of an SOE's liquidation 
can negatively impact the number of new orders 
placed for the products and/or services of the 
firm. Often, creditors of the SOE have also 
increased pressure to accelerate repayment of 
outstanding payables and obligations. 

As a result of all of the above mentioned points, a 
company should enter into negotiations with 
investors who have presented serious bids for the 
company in order to minimize the period of 
uncertainty. Ownership transfer greatly disrupts 
both management and the firm as a whole, and should 
not be initiated unless the Founding Body feels 
confident that the potential investor is able to 
seriously participate in the negotiations; 

Need to conduct due-diligence of the buyer: within 
the nascent Polish privatization market it is not 
possible to adopt the western maxim of "let the 
buyer beware." 

Should the new owner of the privatized enterprise 
default on his payments, the enterprise is returned 
to the Founding Body. As a result, the 
responsibility of the selling agent for ensuring 
the credibility of the investor lies with the 
Founding Body. 

Of particular importance is the need to protect the 
SOE and its employees from investors with sources 
of capital inadequate for continuing operation of 
the firm following privatization. Discussion of 
this issue is presented in the following 
SUbsections. 
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Even when it has nothing to hide, the Founding Body 
of the SOE may not wish to disclose information 
about the company's business operations, customers, 
suppliers and trade secrets reveal financial 
information until the potential buyer proves to be 
a bona fide candidate. 

o Final analysis/role of legal contract: even in a 
perfect economy, in which well-developed legal 
structures govern contractual agreements, the 
credibility and honesty of the investor are the 
factors which ensure the successful completion of 
SOE divestiture. The role of the contract is to 
clearly list the obligations of all parties 
involved in the ownerships transfer and make known 
the penal ties of not complying with these 
obligations. In the final analysis, the 
fulfillment of all contractual obligations in an 
ownership transfer comes down to trust. The 
initial choice of negotiation partners is therefore 
extremely important. 

In summary, it is important to obtain enough information, at 
an early stage of the negotiations, to ensure that valuable 
time and limited budgets are not expended on casual or non
capi talized investors. It is important to point out, however, 
that the verification process should not be so rigorous and 
invasive during the initial contact as to discourage the 
investor from further discussions. 

B. What specific issues relating to the investor need 
verification? 

o investor motivation: why is the investor 
interested in the particular SOE at hand? 

On the basis of rudimentary documentation on the 
SOE presented by the Founding Body, contact with 
the potential investor is initiated. This 
rUdimentary documentation can take the form of one
page reports summarizing the most important facts 
about the enterprise: production profile, 
location, size of labor force, net book value, 
total sales, total liabilities with distinction of 
long-term debt (for specific examples of 
promotional materials see section VI - Advertising 
of the Vademecum). On the basis of this 
information provided by the Founding Body the 
investor should be able to specify why he is 
interested in the particular enterprise. 
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o investor qualifications: 
the qualifications or the 
qualified advisors to be 
proposed program? 

does the investor have 
necessary assistance of 
able to implement the 

It is important to develop a sense of ,the potential 
investor's background and experlence in a 
particular field. Does the investor know what he 
is getting himself into by purchasing the 
enterprise? Does he understand the business in 
general and the specific production profile of the 
firm? Does he understand the technological base of 
the enterprise? Does he have access to skilled 
assistance who understand the mechanics of the 
acquired firm? 

As due diligence responsibilities rest with the 
Founding Body of the SOE, the negotiating team must 
take all the steps necessary to feel confident that 
the potential investor is qualified to 
appropriately manage the firm following ownership 
transfer. Signing and notarizing the contract of 
sale do not end the relationship between the firm 
and its Founding Body. This is especially true in 
the case of a SOE-purchase on the basis of an 
installment repayment scheme. Should the new owner 
default on his payments, the enterprise reverts 
back to the Founding Body. 

Ownership transfer alone does not ensure enterprise 
viability. The new management of the privatized 
enterprise then faces two major tasks requiring 
completion to realize a successful ownership 
transfer: 

the drafting of an appropriate business 
strategy for the enterprise covering issues 
such as production profile, intended capital 
expenditures and investments in the firm, work 
force expansion or contraction; 

securing appropriate sources of financing for 
the purchase of the SOE 

The next two SUbsections will address these two issues: 

o Proposed strategic business plan: discovering 
whether the investor has a viable strategic 
business plan for the enterprise / verification of 
the proposed business plan; 

The strategic business plan proposed by the 
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investor should: 

a. 

b. 

c. 

define or redefine the company's 
following ownership change. Some 
topics covered should include: 

reason the organization exists; 

products and services offered; 

clientele served; 

mission 
of the 

nature and geographic marketing territory 
of the business; 

areas of specialization (market niches). 

fully and adequately assess the current 
situation. This section should identify and 
analyze' the company's key results areas. Most 
companies have from 8-15 key results areas 
where the firm must achieve success for it to 
grow and prosper. The company's obj ecti ves 
and tactics can be grouped into these key 
areas, making it easier to process, 
prioritized, allocate resources and coordinate 
with other areas; 

indicate what the business should look like in 
3-5 years. It is important to make these 
objectives as quantifiable as possible; 

Examples: the proposed strategic 
business plan should contain the following 
type of information specifying operational 
objectives: 

strategic objective: increase revenues; 

proposed strategy: increase revenues from 
new customers, expand sales to existing 
customers, acquire other related 
businesses, open new branches, market new 
products/services, invest in new 
production lines to achieve projected 
revenue increases (strategy should 
preferably include specific projections 
for the next 3-5 years); 

strategic objective: improve financial 
condition of the firm; 

proposed strategy: establish and maintain 
the necessary financial condition to 
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d. 

support planned growth by achieving 
liquidity, solvency and profitability 
(strategy would preferably include 
specific projections in the three areas 
listed above for the next 3-5 years); 

map out a course to bring the company from 
where it is now to where the investor would 
like to see the firm (achieving the objectives 
of the investor), recognizing its: 

strengths; 

weaknesses; 

opportunities; 

threats. 

It is important to focus on the analysis of the 
strengths, weaknesses, opportunities and threats of 
the SOE. Does the investor fully understand the 
relative strengths, weaknesses, opportunities and 
threats facing an enterprise? Does the proposed 
business plan reflect his understanding? 

The degree to which the management understands the 
relative strengths, weaknesses, opportunities and 
threats facing an enterprise will have implications 
for its ability to: 

increase revenues; 

improve the financial condition of the 
enterprise (profitability, liquidity, 
solvency, credit and collections policies); 

keep pace with competition; 

improve efficiency, productivity and services; 

capitalize on emerging trends in the market; 

improve labor relations, human resources 
development and training; 

improve internal communications; 

improve distributor or supplier relationships; 

improve public 
promotions; 

relations, advertizing, 

improve or enhance products and services; 
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capitalize on the firm's existing physical 
facilities (location, capacity, layout); 

function at peak efficiency within the firm's 
current organizational structures; 

strengths and opportunities can be exploited by 
establishing tactics utilizing these comparative 
advantages to obtain maximum productivity. 

Weaknesses and threats can 
by establishing tactics 
problems. 

be reduced or eliminated 
which limit potential 

Tactical objectives listed by the investor in the 
business plan should aim to support the strategic 
objectives such as revenue increase, increased 
liquidity or improved collection policy in the 
short-term. Examples of tactical objectives might 
include: 

produce and market a new product (take 
advantage of perceived opportunities); 

develop and market new services (take 
advantage of perceived opportunities); 

identify a specific market (traditionally 
covered by the firm), and develop a target 
marketing plan to further penetrate that 
market (capitalize on a strength); 

retain workforce or replace weak workforce 
(correct a weakness); 

change salary program for workforce from fixed 
salary to variable salary based on performance 
(correct a weakness); 

change marketing or advertizing methods (take 
advantage of an opportunity). 

A successful strategic business plan must 
prioritize all of its objectives and propose 
realistic time frames for achieving each objective. 

The major reasons for failed strategic business 
plans are: 

some plans are constructed around incorrectly 
defined strategies; 

some plans do not state goals in quantifiable 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I' 
I 
I 
I 
I 
'I 
I 

0 

terms; 

Sources of funding: does the investor have viable means 
of financing the purchase of the enterprise? Through 
what means is he planning to finance the purchase?: 

future cash flow from operations of the privatized 
SOE? 

sources of capital external to the acquired SOE?; 

Should the investor indicate that he is planning to 
service debt payments resulting from the acquisition with 
cash flow from operations, the Founding Body should 
question the feasibility of such an assumption. will the 
company require significant capital expenditures in order 
to obtain positive cash flow from operations following 
ownership transfer? If so, how much investment would be 
necessary in the first year of operation as a private 
enterprise to be able to introduce new production lines 
or overhaul existing ones in order to improve or maintain 
performance results? 

In summary, good knowledge of the financial condition of 
the enterprise is necessary to be able to verify the 
investor's ability to meet payment obligations entailed 
by the purchase of the enterprise. 

It is essential that the Founding Body have access to 
information about SOE performance. It is equally 
important for the negotiating team to be able to analyze 
the information provided about the company's financial 
performance. Section VI of the Vademecum entitled Firm 
Valuation addresses some of the important elements of 
analyzing the performance of a company. 

If the investor is planning to bring capital into the 
firm from external sources, he should be able to present 
the vovoidship with documentation indicating the 
existence of such funds. 

There are a number of commercial banks in Poland which 
have begun to provide venture capital to local investors. 
Funds denominated in zlotys, however, are available at 
what are considered by most investors to be prohibitive 
interest rates. As a result, most investors will 
probably not be able to meet interest and principal 
payments on zloty-denominated loans covering the 
acquisition with internally generated funds. No 
subsidized credits from the Polish government are 
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available for privatization as of March 1992. 

There are a number of funds and programs provided by 
foreign banks, governments and multilateral organizations 
which provide subsidized or market-rate venture capital 
credits for the Polish private sector. The investor may 
be able to secure access to such sources in order to 
finance the purchase of an enterprise through the Fast 
Track - Auction program. competition for such credits is 
intense, however, and the necessary application 
procedures can take anywhere from two to six months. It 
is therefore best to require that the investor indicate 
specific sources of funding already available to him at 
the time of negotiations. These sources can be verified 
through a number of means discussed below. section IV of 
the Vademecum entitled Marketing Analysis covers 
potential sources of venture capital in Poland. 

The investor may also indicate his intention to create a 
joint-venture with additional partners who will 
contribute the necessary capital to service debt payments 
and finance working capital and capital expenditures. 
Such "possible" partners may not materialize due to 
reasons totally beyond the investor's control. 
Consequently, it is important that the Founding Body 
require specific, well-documented contacts with other 
investors who are interested in participating in any 
shape or form in the newly acquired venture. 

Methods of investor verification available to the 
vovoidships: 

0 various information sources available to the 
Founding Body include: 

Ministry of Privatization: the Founding Body 
should contact the Ministry of Privatization 
as a possible source of information on the 
investor. The investor may have previously 
expressed an interest in another privatized 
enterprise. The Ministry is often the first 
stop on an investor's search for possible 
investment opportunities. The respective 
department in the Ministry (Department of 
Small and Medium Enterprises in the case of 
the Fast Track - Auction program), should 
assist the inquiring Founding Body in any way 
possible. If no specific information is 
available in the Department, Ministerial staff 
may be aware of particular consulting firms 
that have dealt with investors interested in a 
specific sector. 
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banks: the potential investor should be able 
to indicate a bank he is dealing with or hopes 
to deal with in the acquisition of the SOE. 
The negotiation team representing the Founding 
Body should be able to contact this bank in 
order to obtain references on the investor. 
Does the investor currently hold any accounts 
with the bank? How long has he used this 
particular financial institution? Has the 
bank issued any guarantees or letters of 
credit on behalf of the investor? Can the 
investor count on the support of the bank in 
the acquisition of the SOE? What is the 
investor's history with the bank? 

consulting firms: in case the potential 
investor is a legal entity, he should be able 
to provide some financial information covering 
his operations and financial performance. The 
Founding Body may want to retain the 
assistance of a consulting firm to conduct a 
limited due-diligence on the investor based on 
the information provided. What is the 
investor's field of operation? Does the 
investor carry obligations towards creditors 
which may significantly effect his ability to 
both manage the acquired SOE and, in a timely 
manner, service any resulting payments to 
creditors? 

embassies (commercial attaches): in the case 
of foreign investors, offices of the 
commercial attache in respective embassies may 
be a potential source of information on the 
investor. The commercial attache is often the 
first person contacted by the foreign investor 
upon his arrival in Warsaw. Should the 
commercial attache be unfamiliar with the 
particular investor, he may be able to 
directly obtain the appropriate information 
from the respective country or direct the 
Founding Body to the appropriate organizations 
in that country which may help in the process 
of investor verification. 

contracts and terms of agreement (described in 
greater detail in section IX - Legal Issues of the 
Vademecum) i 

Following a thorough verification of the investor, 
the best means of insuring a successful and 
trouble-free transfer of ownership is a well
drafted contract of sale which clearly defines the 
rights and obligations of all parties involved. 
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Appropriate addendum to the contract should outline 
any additional commitments on the part of the 
investor covering investment, employment and 
profile of production. The negotiation teams 
representing the Founding Body should be aware, 
however, of the legal constrictions which limit the 
investor's commitments and promises. 

For a detailed commentary of this process please 
see section IX Legal Issues of the Vademecum. 
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VIII. Negotiations 

This section will present the negotiation process in order to 
help Founding Body staff prepare for upcoming negotiations 
with potential buyers of small and medium size enterprise. 
These negotiations can be part of a fast track - auction 
program or a negotiated sale with an individual investor. 

At the outset, it is important to put the topic of 
negotiations in a theoretical framework. What is the purpose 
of a negotiation process in a market economy? What are the 
attitudes and expectations of various parties engaging in the 
negotiation process? 

After identifying the role of negotiations in ownership 
transfer, this section will present the chronology of events 
in a negotiation process in order to highlight the many stages 
of the process and responsibilities of various participants. 

A. Negotiations in a market economy 

The main purpose of negotiations is to establish the purchase 
price for an acquisition. 

It is important, however, to carefully consider some of the 
other objectives the negotiating commission representing the 
Founding Body may want to achieve through negotiation with 
potential investors. Numbers representing final sale-price 
may not be the most important factor to the Founding Body. 
For example, investor commitments to such issues as employment 
levels, additional investment in the firm in the form of 
capital expenditures and training may be of equal or greater 
significance to the legal owners and the community at large. 

The Founding Body must prioritized 
achieve through the negotiations. 
plan for the negotiations and a 
negotiators to follow. 

the objectives it hopes to 
By doing so, it prepares a 
course of action for the 

Planning is the cornerstone of effective negotiation. The 
best plan is never prepared while sitting at the bargaining 
table. The negotiator and his organization must know what 
they want and why before detailed tactics can be selected. 
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Without such a plan, it is not an exaggeration 
negotiator is like a sailor without a course. 
driven wherever the winds blow, needing to expend 
energy just to stay afloat. 

to say the 
He will be 
most of his 

Planning has three dimensions: strategic, administrative and 
tactical. 

o strategic planning is concerned with the long-term qoal. 

o Administrative planning 
information where they 
negotiations go smoothly. 

involves getting men 
are needed so that 

and 
the 

o Tactical planning simply seeks to get the best possible 
results at the bargaining table. 

a. strategic planning 

Problem: to select and negotiate with the source or sources 
that optimize the Founding Body's overall 
competitive position and objectives; 

Nature of problem: decide which strategic goals are most 
important, how much is wanted and how to 
best achieve major objectives. 

Factors: Fact-finding: although a negotiator can learn much 
about an opponent at the table, the bulk of his 
information should be researched ahead of time. 

It does not do any good to plan for a negotiation that never 
occurs. Therefore an important step in the seller's plan is 
to assure that the negotiations do take place and that they 
begin in a manner that creates the greatest chances of 
success. The following suggestions are to the point: 

A proposal initially presented by an interested investor 
is never the best that can possibly be attained for it 
represents a compromise resulting from time and energy 
limitations. 

The Founding Body should make it clear to the buyer how 
the purchase price fits into the seller's strategic 
plans. Section V of the Vademecum (Firm Valuation), 
addresses the issue of deriving a sale price on the basis 
of conducted valuation of an SOE. The buyer may learn 
that the seller is less interested in immediate profit 
than in some other long-range goals. Someone 
representing the seller has to decide which strategic 
goals are important and which are not. 
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It is important for the negotiating commission to 
identify issues other than price that are of primary 
significance to the Founding Body. These should be made 
known to the potential investor at the very outset of the 
negotiation process (at the time of tender invitation). 
This is to ensure that the investor has a strong sense of 
issues the Founding Body wants to see in the submitted 
proposal. 

Changes to a proposal are perfectly proper. The seller 
should feel free to ask the investor if the submitted 
proposal is responsive and what can be done to clarify 
its content. 

The Founding Body should identify potential "deal 
brakers" at the outset of the negotiation process. 
These issues should be addressed early on the negotiation 
process in order to foster a feeling of mutual 
understanding of priorities. 

A negotiated purchase is not the same as an advertized or 
low-bidder purchase. In a negotiated procurement it is 
permissible for a buyer to inform the seller that his 
price is too high. It is also permissible for a seller 
to change his proposal in response to information 
developed at the negotiation. 

b. Administrative planning 

Problem: to organize people, power and informational 
resources and to optimize negotiation performance; 

Nature of problem: organization, 
of people, 
resources. 

acquisition and development 
power and informational 

1. organization of the negotiations: The negotiation process 
does not take place in a vacuum. It is an integral part of 
the entire process of divestiture of an SOE. As a result, it 
is useful to analyze the negotiation process in the context of 
the overall chronology of various steps comprising the 
divestiture process. 

Proper organization of the entire divestiture process by the 
Founding Body including the period preceding, during and after 
the negotiations is crucial for the success of the 
negotiations. 

Appropriate steps and necessary documentation in the 
negotiation process are presented in sub-section C entitled 
Procedural arrangements. 
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2. Drafting of the negotiation team: Preparation of the 
negotiation team is just as important as developing a 
negotiation strategy and procedural arrangements. 
In general, people who negotiate the sale of a company should 
know a good deal about that business. They should also know 
how to buy, how to sell and how to conduct diplomacy. 

According to many experienced negotiators, the following seven 
traits of a negotiator are the most important: 

planning skill: goal-striving, initiative; 

ability to think clearly under stress: 
solving; 

general practical intelligence; 

verbal ability; 

product knowledge; 

personal integrity / reliability; 

problem-

ability to perceive and exploit relative strengths. 

In addition, the negotiator must think well of himself. This 
feeling of self-worth should come from a history of getting 
things done satisfactorily and faith in one's ability to 
understand and resolve the fundamental values being 
negotiated. The ideal negotiator should have a high tolerance 
for ambiguity and uncertainty as well as the open-mindedness 
to test his own assumptions and the opponent's intentions. 

3. Use of available information: The negotiating team knows 
more about the SOE than the buyer is ever likely to know. 
This is an important source of power that should not be 
forgotten or simply dismissed lightly. Information about the 
enterprise should be used by the negotiating team not only to 
analyze the' ability of the potential investor to manage the 
acquired firm (as discussed in section VII Investor 
Verification), but also as a tactical maneuver to reduce the 
opponent's level of aspiration and probability of success 
while raising his satisfaction level. 

c. Tactical planning (operational) 

Problem: to optimize realization of negotiation potential; 

Nature of problem: determining of sub-goals, persuasive 
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arguments and appropriate means of 
reaching strategic goals; testing intent 
of opponent. 

1. Tactics: Tactics are at best but tools of strategy. The 
unexper ienced negotiator confuses one with another. The 
skilled planner knows the difference and therefore 
concentrates on strategy before he considers the details of 
maneuvers and techniques. These he selects to fulfill the 
main objective of the negotiators mission: to reduce the 
opponent's level of aspiration and probability of success 
while raising his satisf~ction level. 

Examples of tactics: 

timing maneuvers: are important because they are a 
basic source of power. Events governing time may 
be real or imaginary. In either case time limits 
do not exist for practical bargaining purposes 
unless they are thought to be credible; 

inspection: in negotiation, the question of truth 
is always a factor. Both parties' present arguments 
that require substantiation. Credibility is 
important and can be enhanced in a variety of ways. 
For example, when the buyer is advised that he may 
review a seller's books, the effect is to increase 
his faith in the integrity of the seller's 
position; 

third-party assistance: in a negotiation it makes 
sense to find third parties who are friends. 
Bargaining power can be strengthened by various 
association maneuvers; 

amount (price): a negotiator can state his price in 
terms of "take it or leave it," or he can show 
certain degree of flexibility indicating 
willingness to trade price for the SOE for other 
commitments from the investor; 

flexibility: a negotiator should maintain a 
flexible attitude throughout the meeting by 
questioning his tactics in a disciplined manner; 

Conflicts need to be resolved through 
bargaining and compromise rather than 
dramatic confrontation. 

patient 
through 

2. Techniques: Techniques are the fine-tuning mechanisms by 
which goals are reached. Among the most familiar techniques 
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are agenda, questions, concessions, commitments, threats, 
deadlock. 

Examples of techniques: 

Agenda: can be designed to play a significant role 
on the negotiations. It can clarify or hide 
motives. It can establish rules that are fair or 
biased. It can keep negotiations on track or 
permit easy digression. Problems should simply be 
included in the agenda where they can best be 
solved. In general, those that can be solved 
easily deserve priority, for they generate a 
climate of success around the negotiations. 
Because problem-solving depends on open discussion 
and value-sharing, the agenda should also consider 
whether certain problems should be treated 
separately and solved at a different place and time 
than bitterly fought issues. 

Concession and compromise: Concession is one area 
of negotiations where good theory and good practice 
emerge. Each concession has an effect on the 
aspiration level of the opponent and is at the same 
time a reflection of the negotiator's own resolve 
to meet his objectives. The amount, the rate of 
change of concessions are critical factors. One 
should never compromise on any point without 
thought of future consequences. 

Questions and answers: 
person who answers a 
thoughts may be useful. 

From the viewpoint of the 
question, the following 

First, not all questions need to be answered. 
There are no possible answers to many of the 
questions posed; others are asked without 
expectation of reply. The correct answer is one 
that is related to the strategic plan and not to 
the questioner's purpose. A negotiation conference 
is not a classroom, nor is it a place to please the 
other party by being accommodating. 

Second, a negotiator should frame his answers as a 
politician does. The wise politician is aware of 
his party's platform and knows how to integrate the 
needs of local constituents to the overall program. 
Bargainers who do not have a clearly defined 
strategic plan will find themselves in the 
embarrassing position of providing answers that 
violate their long-range objectives. 
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Threats: 
a degree 
confronts 
used as a 
threat is 
factors: 

by its very nature, negotiations involve 
of threat. The central question that 
the bargainer is not whether threat will 
tactic, but whether am emphasis on open 
beneficial. The answer depends on two 

o strategic plan: the use of threat should be 
geared to strategic needs; 

o relative ability to punish: can 
negotiating party really obtain much from 
bidder by threatening to walk away from 
negotiating table? 

the 
the 
the 

Threat is a dangerous technique because one may be 
forced to inflict greater punishment than the 
issues warrant. Danger to both sides may be 
reduced if the threat is implied rather than 
stated, mild rather than aggressive and rational 
rather than emotional. 

Deadlock: the possibility of deadlock is one of 
the elements that lends excitement to the 
negotiation process. The utility of a deadlock in 
negotiations depends to a great extent on the 
alternatives available to the participants. 

place of negotiations: if possible, the company 
should have the negotiations, or at least a 
discussion of the important issues, take place on 
its own premises. 

Time: time can be a powerful weapon in the 
negotiator's arsenal of techniques. Time is the 
common denominator by which the various techniques 
discussed above can be integrated. Concessions can 
be combined with threats; moves with commitments; 
questions with caucus; informal discussions with 
trial balloons. There is a right time to commence 
negotiations and to introduce issues. 

The timing of a final commitment can contribute to 
its credibility. A commitment made early in the 
process may look like a bluff, but a lesser final 
offer presented on the last day of negotiations can 
be received with enthusiasm. Conversely a caucus 
immediately after some insignificant point is 
raised can give that point disproportionate weight. 
A long-distance telephone call or a well-timed 
telegram heighten the opponent's tension during the 
crisis phase. The replacement of a negotiator 
after a concession can be viewed as a signal that 
future concessions should not be expected. 
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c. Negotiating the terms of sale 

When the appropriate buyer is located and an acceptable 
price has either been agreed upon, or seems to be 
feasible to obtain, the terms of sale need to be 
negotiated. 

A sale does not always imply that the buyer wants to buy 
at the lowest possible price and the seller wants to sell 
at the highest possible price. 

Equally important in determining how much the buyer will 
pay for a business is determining what the buyer is 
buying. The buyer has the choice of purchasing either 
the assets or stock of the enterprise. The seller 
usually prefers to sell stock since the buyer thus 
acquires all liabilities associated with the company and 
its operations. The buyer, on the other hand, usually 
prefers to buy assets. As a result, difficult 
negotiations may center around and sometimes stall over 
what appears to be a very simple issue. 

Sometimes, the relative inexperience of government 
negotiators, coupled with pressures to close the sale 
quickly, may cause the government to make undue 
concessions to a seasoned and tough buyer. 

There are a variety of concerns which the government and 
the potential buyer bring to the table. 

Government concerns: 

displacement of employees; 
continuation of company as 
investment commitments 
sufficient funds?) 

Buyer concerns: 

a going concern; 
(new buyer has 

freedom to manage the acquired enterprise; 
hidden liabilities; 
freedom to remit dividends (in case of foreign 
investors); 
obtaining preferential tax and payment terms 
and conditions. 

Given the above scenario, it is not difficult to see how 
some SOE divestitures actually result in a company which 
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may technically be under private ownership, but in 
reality continu~s to operate much as it was prior to 
privatization, ~.e. as an inefficient and protected 
enterprise. In exchange for buyer concessions concerning 
employment and provisions of services, the government 
provides insulation from competition and/or highly 
preferential tax and financial assistance. This need 
not, and for the goals of privatization to be fully 
realized, must not be the case. Sometimes, the relative 
inexperience of government negotiators, coupled with 
pressure to close the sale quickly, may cause the 
government to make undue concessions to a seasoned and 
tough buyer. Not only is this detrimental to the 
specific sale in question, but it also raises the. 
expectations of future SOE buyers who might come to 
expect similar concessions. 

The following is a compilation of some typically common 
concerns for both government and buyers and some poss~ble 
approaches to negotiations which seek to respond to these 
issues: 

a. Government Concerns 

1. Displacement of Employees 

possible Approach: The government can develop a program 
to terminate excess labor in a gradual and controlled 
manner prior to the sale of the SOE. Alternatively, the 
government can allow the new owner to terminate 
employees, while itself taking the responsibility to 
absorb the termination, pension, and possible retraining 
obligations. It is highly undesirable in most cases to 
reduce the price of the SOE in exchange for guarantees of 
full workforce retention. 

2. continuation of Company operations as a Going 
Concern 

possible Approach: The government can hold some type of 
forfeitable note or deposit (performance bond) from the 
buyer which would become payable in the event that pre
specified conditions are not met, such as failing to 
continue to operate part of an operation, the parent 
company charging the acquired enterprise exorbitant fees 
or royalties, etc. Alternatively, the government can 
retain a special class of stock which gives it a "veto 
right" over certain decisions the company may make. An 
increasing number of investors consider Poland to be a 
politically unstable environment with a considerable 
degree of risk: exposure resulting from an investment 
decision. As a result, the last option of government 
participation may be difficult to implement in Poland. 
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3. New Buyer has Sufficient Resources 

possible Approach: The terms of sale can explicitly 
require that the buyer invest or retain a certain amount 
of capital in the enterprise within a specified period of 
time. Alternatively, the company's financial condition 
can be set within specific parameters relating to the 
debt to equity ratio, current ration, etc. Once again, 
as in the case of maintaining the former SOE's production 
profile, a form of performance bond can be used to ensure 
that the investor fulfills his commitments. 

b. Buyer Concerns 

1. Freedom to Manage 

Possible Approach: This set of issues covers a wide 
variety of concerns, all of which relate to the ability 
of new owners to operate the enterprise as a private 
company with no ties to the government. Included in this 
category are hiring/firing procedures, cost of labor and 
having total control over pricing of the final product, 
production and sales decisions. Clearly, the terms of 
each sale regarding these issues will depend on the 
specifics of each SOE. . 

As was stated above, it is usually best to structure the 
newly privatized company in as free-market and 
entrepreneurial a fashion as possible, providing maximum 
opportunity for the new owners to operate the enterprise 
profitably and with minimal government assistance. 
Whatever the eventual terms are, the government should 
specifically commit to the buyer's freedom to manage the 
enterprise. Any pre-conditions which limit the new 
owner's freedom of operation should be definitely 
expressed, including any contingencies for penalizing the 
new owners for non-compliance. 

2. Hidden Liabilities 

possible Approach: This category of concerns would 
include any obligations for past payables, pension 
obligations, etc. Also included are assurance that the 
current receivables are collectable, inventory is 
saleable, there are no past liens on the property, etc. 

All of these issues should have been addressed in the 
pre-divestiture process and valuation. The government, 
therefore, should be confident at this final stage of the 
process that there are no "surprises" in store for the 
new owners, and be willing to warrant the condition of 
the enterprise accordingly. This requires that a full 
and complete due diligence review of the SOE has taken 
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place. 

3. Freedom to Remit Dividends 

possible Approach: The conditions for remittance of 
dividends should be formally addressed in the terms of 
sale. As this is often a critical factor if the buyer is 
a foreign investor, the government needs to be quite 
specific about any limitations, and may also use the 
remittance allowance level as an incentive for superior 
performance of the enterprise. In view of the liberal 
Polish foreign investment law, it is not possible to use 
repatriation or remittance levels as bargaining point 
during the negotiations (to obtain specific employment 
levels, production or share distribution, for example). 
The Founding Body should, however, point out to the 
investor the comparative advantage of investing in a 
market which permits 100% repatriation of profits (in 
comparison to some of the countries in Eastern Europe). 

4. obtain Preferential Tax and Payment and Conditions 

Possible Approach: The government should keep special 
terms and conditions to a minimum when negotiating these 
aspects of the sale. clearly there are cases when the 
enterprise is unattractive to all but one or two buyers, 
and the bargaining strength of the government therefore 
is not strong. However, it will usually be preferable to 
keep tax holidays and financial assistance to a minimum, 
even if this reduces the price received for the SOE. 
Requests for tax holidays should be limited to a specific 
time and/ or terms given to any new investment in the 
country. 

Concerning financial assistance, it is, generally 
preferable for the government to minimize its role in 
financing and to act only as a guarantor of part of the 
investment. The buyer should use conventional commercial 
channels as a source of financing the purchase in order 
to ensure that the investor has a SUbstantial and genuine 
risk associated with purchasing the enterprise. It can 
also eliminate unqualified or undercapitalized buyers who 
may not be prepared to commit to operating the business 
properly for the long-term. This does not apply to non
traditional investors or employees under ESOP programs 
for whom assistance programs can be specifically 
developed. 

How and in what order should these different key issues 
be brought to the negotiating table? Should they be 
discussed separately or bundled together? In the case of 
the latter, which are the topics that can be matched up 
for discussion? 
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D. 

a. 

Procedural arrangements 

The negotiation process should be seen as part of the 
overall divestiture process. 

The divestiture process can be divided into three major 
periods: preceding the negotiations, the negotiations 
themselves and closing. 

Following is the list of the major steps preceding the 
meeting with investor at the negotiation table: 

* exploratory contact with target clients: in some 
cases this is done concurrently with preparatory 
work on the SOE such as discussions with SOE 
management or government officials; 

* implementation of business/legal restructuring of 
the SOE if appropriate; 

* implementation of financial/debt restructuring if 
appropriate; 

* preparation of information memorandum: 

Information Memorandum: a typical Information Memorandum 
should be brief and to the point, but well documented. 
It should be very balanced, but presented the SOE in the 
best possible light. 

Typical Table of contents: 

Privatization environment for the SOE (in case of foreign 
investors) 

country summary; 

legal and political environment; 

business environment; 

The SOE 

prospects for the industry; 

company review: 

a. company history; 
b. legal elements/issues of the SOE and its shares; 
c. organization and management; 
d. key product and production features; 
e. facilities and processes; 
f. markets and marketing; 
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b. 

* 

* 

* 

g. financial history and performance 

key strengths of the enterprise; 

future prospects and potential 

preparation of documentation for invitation to 
negotiate 

* publicizing invitation to negotiate in the media; 

* candidate identification. 

Chronology of the negotiation process. 

Due diligence investigation: as discussed in section VII 
of the Vademecum (Investor Verification), it is important 
for the Founding Body to establish the credibility of the 
potential investor. The Founding Body I s investigation of 
the buyer is particularly important if the ultimate terms 
of sale call for some form of seller financing, requiring 
the seller to take part of the purchase price as a 
promissory note. 

nondisclosure statement: once the buyer's credentials 
have been thoroughly researched and the Founding Body is 
satisfied with the buyer's ability to buy the business, 
the seller is free to disclose additional information 
about the firm's financial condition, customers, 
suppliers, patents and various other important details 
about the company. Typically, in a market economy, the 
seller requires the buyer to sign a nondisclosure 
statement legally binding the buyer from disclosing any 
information about the seller I s company, before additional 
information is provided. 

If the buyer is a current or potential competitor, the 
nondisclosure statement should also contain a provision 
which requires the buyer to use the confidential 
information only to evaluate the potential acquisition 
and not for competitive purposes. The nondisclosure 
statement often provides that certain key people in the 
buyer's organization (e.g., the buyer's marketing 
department personnel), be prohibited from reviewing any 
of the confidential information. Another approach is to 
specifically identify the people in the buyer I s 
organization who may review the confidential information. 

In some acquisitions the nondisclosure agreement stands 
alone. In other acquisitions, the nondisclosure 
agreement is part of a larg~r document - the letter of 
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intent. An overview of the SOE' s facilities and a 
general review of key corporate information is often 
conducted prior to the execution of a letter of intent, 
on-site visits to the firm's operation, detailed review 
of the books, records, and legal contracts. The 
development of financial projections, however, usually 
does not occur until after a letter of intent is signed. 

As a result of the need for transaction transparency in 
a nascent market economy such as Poland's, the 
negotiation process cannot remain secret from the public. 
The Founding Body should, however, protect the SOE from 
unnecessary public scrutiny by carefully screening 
potential investors and insisting on preparation of 
nondisclosure agreements. 

During most negotiation in a market economy, it is 
usually in the best interest of the seller to keep 
initial negotiations secret. This conviction is based on 
the fact that public knowledge of the upcoming sale may 
negatively affect employee morale and relations with 
suppliers, and even hamper the collection of accounts 
receivable. Announcement of the sale could adversely 
affect the seller's bargaining ability. 

negotiations: The purchase price and additional terms of 
trade are determined by negotiation. 

letter of intent: once a general agreement is reached in 
a negotiated sale, a letter of intent is signed by both 
parties. Drafted by the buyer's attorney, the letter of 
intent simply evidences a serious mutual intent to go 
forward with the negotiation process. The letter of 
intent commits to writing the major terms of the sale, 
such as the agreed-upon or approximate price, form of 
consideration (Le., cash, stock, debt or property)., 
continued employment arrangements, non-compete covenants 
and nondisclosure requirements. It also lists matters 
that must be accomplished before the purchase agreement 
is signed, for example, a due diligence investigation, 
appraisals and assignment of leases and contracts. 

While optional, buyers and sellers like to use letters of 
intent for three primary reasons: 

First, it eliminates "window-shoppers" from the process. 
Drafting a letter of intent costs time and money. The 
buyer who is willing to expend these resources usually is 
serious about the proposed acquisition; 

Second, it sets a time frame for the acquisition and 
usually signals the beginning of more intense activity; 

Finally, the letter of intent often uncovers key problems 
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which the parties find unresolvable, thereby saving 
everyone additional time and expense. 

A letter of intent should expressly state that it is not 
legally binding. Such a statement does not, however, 
prohibit the other side from trying to enforce the letter 
of intent or from saying that an oral agreement that may 
be binding had been reached in the negotiations. 

The following two prov~s~ons should be expressly 
identified as legally binding in the letter of intent: 

nondisclosure: .the buyer obligates not to disclose 
to anyone any information learned about the SOE; 

shopping: the seller obligates not to solicit other 
potential buyers within a fixed time frame, usually 
a 90-day period. In the case of the fast track -
auction program, this provision could be applied 
once the final investor is chosen by the 
negotiation commission. 

* the acquisition timetable: after the buyer and seller 
have signed the letter of intent, a timetable for the 
transaction should be prepared. The acquisition 
timetable helps establish deadlines and set priorities. 

The acquisition timetable should allow for an 
"investigation period" when the buyer is provided with 
final time to review all issues relating to the acquired 
enterprise. During this time, the buyer should be 
provided with unlimited access to the enterprise and its 
records: the end result of the investigation process is 
the purchase agreement (detailed discussion of the 
purchase agreement can be found in section IX - Legal 
Issues of the Vademecum). 

E. Participants' expectations 

When negotiating with potential investors, it is important to 
keep in mind the expectations of various participants in the" 
process. 

What good does it do to understand and anticipate these 
expectations? 

For the Founding Body: The Founding Body would like to 
transfer the ownership of the enterprise to an investor who 
will at least provide enough capital to payoff the 
outstanding debts of the SOE and, in addition, provide some 
compensation to the State Treasury. It would also like to 
ensure that the ownership transfer produces certain non-
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monetary gains for the workforce of the enterprise and the 
local community in general. This is especially important to 
the vovoidship council (as the Founding Body), as no portion 
of the monies raised by the sale of the SOE remains in that 
vovoidship. 

For the potential buyer: The potential investor stresses the 
need for a transparent negotiation process where both sides 
clearly state their objectives. From the outset, these 
objectives should be presented in order of priority. It is 
important for the negotiations to be conducted by a clearly 
identified group of people representing the Founding Body. 
With the passage of time, a rapport is developed between the 
negotiating parties. Frequent staff changes might inspire a 
sense of uncertainty about the competence of individuals 
negotiating on behalf of the enterprise owner. 

The potential investor is willing to concede certain issues if 
he feels he is being compensated by concessions from the 
negotiating commission representing the Founding Body. As a 
result, it is important to address the various points of the 
investor proposal on a point-by-point basis. The investor 
proposal should not be rejected in its entirety. Rather, it 
should be discussed and negotiated to highlight the specific 
issues that the Founding Body finds unacceptable. 

For the employees of the enterprise: To most employees of an 
enterprise, privatization implies a change of management, 
possible change of the production profile and an inevitable 
loss of jobs. As a result, privatization initiative at the 
enterprise level meets with considerable opposition from the 
work force. During the negotiations, it is important to 
remember this reaction. It can serve as an indicator of the 
relative weight that should be attached by the negotiators to 
employment in comparison to the sale price and investment 
commitments by the investor. 

By being aware of each others' expectations, participants in 
the negotiation process may be able to create the 
understanding necessary for obtaining a parieto optimal 
conclusion to the negotiations. All sides believe they have 
realized their intended objectives at acceptable cost. Both 
sides thus succeed in achieving the mark of a successful 
negotiation: reducing the opponent's level of aspiration while 
raising his satisfaction level. 
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LEGAL ISSUES 
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THIS PURCHASE AND SALE AGREEMENT (hereinafter 
referred to as the "Agreement"), dated , 
among [name of Purchaser], a corporation organized and 
existing under the laws of [country] (hereinafter 
referred to as the "Purchaser"), [name of Guarantor], a 
corporation organized and existing under the laws of 
[country] (hereinafter referred to as the "Guarantor"), 
and VOIVOD OF , acting on behalf of the 
state Treasury of the Republic of Poland (hereinafter 
referred to as the "Seller"). 

WHEREAS, [name of the Enterprise], a Polish 
state-owned enterprise (hereinafter referred to as the 
"Enterprise"), is engaged in [insert scope of activities 
of the Enterprise]; 

WHEREAS, Seller owns and wishes to sell all of 
the assets, subject to all of the liabilities, of the 
Enterprise, and Purchaser wishes to purchase such assets 
and to assume such liabilities; 

WHEREAS, in consideration of the purchase and 
sale of the Enterprise Assets (as hereinafter defined) 
and the assumption of the Enterprise Liabilities (as 
hereinafter defined), Purchaser and Seller wish to enter 
into this agreement concerning the future operation of 
the Enterprise Business (as hereinafter defined) and 
Guarantor wishes to guaranty the financial and technical 
assistance commitments of Purchaser herein. 

NOW, THEREFORE, it is agreed as follows: 

ARTICLE I 

DEFINITIONS 

For purposes of this Agreement, the following 
terms shall have the following definitio~s: 

"Affiliate" shall mean, with respect to any 
Person, any other Person Which, directly or indirectly, 
owns more than fifty percent (50%) of the voting 
securities or partnership interests of, or controls, or 
is owned or controlled by, or is under common control 

1 



I 
t, 
,I 
'I 
I 
I 
,I 
'I' 
,I, 
I 
" 

I 
I 
I 
'I;, 
J 
I 
'I' 
I 

with, the specified Person. For purposes of this 
definition, the term "control" as applied to any Person, 
means the possession, directly or indirectly, of the 
power to direct or cause the direction of the management 
of that Person, whether through ownership of voting 
securities or otherwise. 

"Agreement" shall have the meaning set forth 
in the preamble. 

"Asset Purchase" shall have the meaning set 
forth in section 2.1. 

"Assigned Contracts" shall have the meaning 
set forth in section 2.1. 

"Enterprise" shall have the meaning set forth 
in the preamble. 

"Enterprise Assets", shall have the meaning set 
forth in section 2.1. 

"Enterprise Business" shall mean [insert scope 
of activities of the Enterprise]. 

"Enterprise Liabilities" shall have the 
meaning set forth in section 2.1. 

"Government Designee" shall mean any agency or 
instrumentality designated from time to time by the 
Government of the Republic of Poland. 

"Guarantor" shall have the meaning set forth 
in the preamble. 

"Hazardous Substances" shall mean all 
hazardous, toxic or polluting substances or wastes, 
including, but not limited to, petroleum products and 
radioactive materials. 

"ICC" shall mean the International Chamber of 
Commerce. 

"Permitted Encumbrances" shall mean all (i) 
laws, ordinances, government regulations, rights of 
utilities to maintain wires, lines, cables and other 
facilities and equipment, easements or rights of way 
which would not in the aggregate materially interfere 
with or impair the use of the property affected thereby, 
(ii) liens or encumbrances arising by operation of law 
and (iii) liens or encumbrances which do not materially 
adversely affect the operation of the Enterprise 
Business. 
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"Person" shall mean any individual, 
partnership, firm, trust, association, corporation, 
joint venture, unincorporated organization or other 
business entity. 

"Purchaser" shall have the meaning set forth 
in the preamble. 

"Seller" shall have the meaning set forth in 
the preamble. 

"Transfer" shall mean sell, redeem, transfer, 
convey, assign, deliver or otherwise dispose of. 

"zl" shall mean Polish zlotys. 

ARTICLE II 

THE TRANSACTION 

2.1. Purchase and Sale of the Enterprise 
Assets and Assignment and Assumption of the Enterprise 
Liabilities. Simultaneous with the execution of this 
Agreement by all of the parties hereto, (al Purchaser 
shall purchase the Enterprise Assets from Seller and 
Seller shall Transfer the Enterprise Assets, or cause 
the Enterprise Assets to be Transferred, to Purchaser 
and (b) Purchaser shall assume the Enterprise 
Liabilities and Seller shall Transfer the Enterprise 
Liabilities, or cause the Enterprise Liabilities to be 
Transferred, to Purchaser (collectively, the "Asset 
Purchase"). Purchaser hereby assumes and agrees to pay, 
perform, and discharge, in a timely manner, in 
accordance with the terms thereof, and without recourse 
of any kind or nature to Seller or any other branch, 
department or representative of the Republic of Poland 
except as may be specifically provided in this 
Agreement, all of the Enterprise Liabilities. 

, "Enterprise Assets" means all of the assets 
and property, including land, whether real, personal, 
mixed, tangible or intangible, which are owned by Seller 
and which are used by the Enterprise in, or which are 
owned or leased by the Enterprise or which are otherwise 
used by the Enterprise in, and which in each case are 
material to, the Enterprise Business as of the date of 
this Agreement. The tangible Enterprise Assets with a 
book value greater than [amount] are set forth on 
Schedule The Enterprise Assets include, but are 
not limited to, the following categories of assets: 

3 



I 
I 
I 
I 
I 
I 
I 
t 
I 
I 
t , 
t 
j 

t 
I 
I 
f 
I 

(a) all accounts receivable, inventory, 
prepaid expenses, and advances to suppliers; 

(b) all cash, cash equivalents, deposits, 
funds, securities, letters of credit naming the 
Enterprise as an account party, certificates of 
deposit, notes, drafts, checks and similar 
instruments; 

(c) leases of vehicles to which the 
Enterprise is a party which relate to the 
Enterprise Business; 

(d) real property together with all 
buildings, facilities, fixtures and other 
improvements thereon and all easements, rights of 
way, licenses (except for non-transferable licenses 
set forth on Schedule and permits) and other 
appurtenances thereto; 

(e) 
supplies, 
assets; 

plant, machinery, equipment, tools, 
furniture, furnishings and other fixed 

(f) the full benefit of all contracts, 
commitments, leases, purchase orders, contracts to 
purchase raw materials, contracts for services and 
supplies, contracts to sell products and all other 
agreements (whether written or oral) to which the 
Enterprise is a party, including, without 
limitation, forward currency contracts, forward 
currency options and any and all construction 
contracts; 

(g) licenses (except non-transferable 
licenses set forth on Schedule ) and permits 
(including, without limitation, registrations or 
authorizations from or with regulatory authorities 
with respect to the Enterprise Business), 
proprietary information, methods, designs, 
processes, manufacturing methods, procedures, 
improvements thereon, refinements thereof and know
how relating thereto transferred according to a 
separate Assignment of Intellectual Property 
Rights, Permits and Licenses Agreement; 

(h) all books and records relating to the 
Enterprise Business except for those that Seller is 
required to retain pursuant to any statute, rule or 
regulation; 

(i) all computers and related software used 
in the Enterprise Business; 
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(j) the Enterprise Business as a going 
concern and goodwill, if any; 

(k) any rights of the Enterprise pertaining 
to any counterclaims, set-offs or defenses it may 
have with respect to any of the Enterprise 
Liabilities; and 

(1) all the intangible rights, including any 
trademarks, trademark applications and patents, 
owned by and or registered in the name or in favor 
of the Enterprise, as well as know-how relating to 
the Enterprise Business. 

The Enterprise Assets' shall not include the 
following: 

(a) all cash and marketable securities; 

(b) all insurance policies of Seller 
pertaining to the Enterprise Business and all 
rights of the Seller of every nature and 
description under or arising out of such insurance 
policies; 

(c) the name "[name of the Enterprise]" or any 
derivative thereof or the Enterprise logo; 

(d) claims for refunds of taxes paid by Seller 
imposed on property, income or payrolls arising 
prior to the date of this Agreement; and 

(e) all rights of'Seller under this Agreement 
and the agreements and instruments delivered to 
Seller on the date of this Agreement. 

"Enterprise Liabilities" means all of the 
liabilities and obligations of the Enterprise arising 
out of or relating to the Enterprise or the Enterprise 
Business of whatever kind and nature, whether contingent 
or absolute, whether accrued or arising before, on or 
after the date of this Agreement, whether or not arising 
in the ordinary course of business, and whether or not 
specifically referred to in this Agreement, excluding 
any taxes with respect to the Enterprise Business 
accrued or payable up to the date of this Agreement 
[date], whether or not due and payable prior to the date 
of this Agreement, and including, but not limited to, 
the following categories of liabilities and obligations: 

(a) accounts payable, accrued expenses and 
vacation pay; 
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(b) liabilities and obligations under 
licenses, permits, contracts, commitments, leases, 
purchase orders, contracts to purchase raw 
materials, contracts for services and supplies, 
agreements to sell materials, collective bargaining 
agreements and any and all other agreements, 
including, without limitation, forward currency 
contracts, forward currency options and any and all 
construction contracts (such liabilities and 
obligations being assigned hereunder collectively, 
the "Assigned Contracts"), to which the Enterprise 
is a party or by which the Enterprise is otherwise 
bound; 

(c) liabilities and obligations with 
respect to the preparation, negotiation, execution 
and completion of this Agreement; 

(d) liabilities and obligations with respect 
to past and present employees of the Enterprise, 
including but not limited to, any liabilities and 
obligations arising out of the collective 
bargaining agreement of the Enterprise attached 
hereto as Schedule ; 

(e) liabilities and obligations under any 
express warranties or warranties arising by 
operation of law with respect to goods or products 
sold or services provided by the Enterprise, 
whenever they may have been produced, manufactured, 
assembled, sold, leased or furnished; and 

(f) except as specified herein, all personal 
injury product liability claims, claims of 
environmental damage (whether by generation, 
ownership, treatment, storage, disposal, discharge 
or any other action or inaction), claims of hazards 
to health, enforcement proceedings, cleanup orders 
and other similar actions or claims instituted by 
private parties or governmental authorities with 
respect to the Enterprise Assets or arising out of 
the conduct of the Enterprise Business or with 
respect to goods or products sold or leased or 
services provided by the Enterprise, whenever they 
may have been produced, manufactured, assembled, 
sold, leased or furnished. 

The Enterprise Liabilities do not include any 
liabilities for taxes accrued or payable prior to the 
date of this Agreement. 

On or after the date of this Agreement, if 
Seller has not obtained any written consent necessary to 
convey to Purchaser the benefit of any Assigned Contract 
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which is not by its terms assignable, Purchaser shall 
use its best efforts to enter into a novation agreement 
to remove the Enterprise from all obligations and 
liabilities (whether primary or secondary) under such 
Assigned contract not assigned as of the date of this 
Agreement. If Purchaser is unable to enter into a 
novation agreement to remove the Enterprise from all 
obligations and liabilities under any Assigned contract 
not assigned as of the date of this Agreement, then for 
the remaining term of such Assigned Contract, Purchaser 
shall act on behalf of Seller in the performance of all 
obligations and liabilities under such Assigned Contract 
and Seller shall act on behaif of Purchaser in the 
receipt of any benefits, rights or interests which inure 
to Seller under such Assigned Contract. 

2.2. Purchase Price; Mode of Payment. 

(a) The purchase price for the Enterprise 
Assets and Enterprise Liabilities shall be (the 
"Purchase Price"). 

(b) Simultaneous with the execution of this 
Agreement, Purchaser shall pay to Seller the Purchase 
Price by wire transfer of immediately available funds to 
such account of Seller as shall be designated by Seller. 

2.3. Simultaneous Actions. Simultaneous with 
the execution of this Agreement, Seller shall deliver 
such bills of sale, endorsements, deeds and other 
instruments and documents, in form and substance 
reasonably satisfactory to Purchaser, as shall be 
effective to Transfer all right, title and interest in 
and to and all benefits of the Enterprise Assets and to 
Transfer all obligations and liabilities under and with 
respect to the Enterprise Liabilities to Purchaser. 

2.4. Additional Actions. From time to time, 
at Purchaser's, Guarantor's or Seller's request, whether 
at or after the execution of this Agreement, and without 
further consideration, Purchaser, Guarantor or Seller, 
as the case may be, shall execute and deliver such 
further instruments of Transfer and take such other 
actions as Purchaser, Guarantor or Seller may reasonably 
require of such other party or parties to Transfer more 
effectively the Enterprise Assets, the Enterprise 
Liabilities and the Enterprise Business, as the case may 
be, as contemplated by this Agreement. 
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ARTICLE III 

COMMITMENTS OF Guarantor AND Purchaser 

3.1. Conduct of Enterprise Business. To 
induce Seller to enter into the transactions 
contemplated by this Agreement, Guarantor shall, and 
shall cause Purchaser to, and Purchaser shall, undertake 
the following from and after the date of this Agreement: 

(a) Enterprise Business. Purchaser shall 
operate the Enterprise Business, without interruption 
(except with regard to the application of section 7.,10 
below), in substantially the same manner as it was 
conducted prior to the execution of this Agreement, with 
the addition of capital, technology and trademarks to be 
invested in or licensed to Purchaser by Guarantor as 
required by the terms of this Agreement and otherwise as 
and when deemed advantageous by Purchaser's management 
and shareholders. 

(b) Investment Program. Guarantor will 
invest , or the Polish zloty equivalent at the time 
of investment, in the Enterprise Business for the 
purposes of (i) payment or satisfaction of certain Of 
the Enterprise Liabilities'; (ii) training and 
retraining of employees of the Enterprise Business and 
the provision of Guarantor management know-how and 
licenses; and (iii) [list specific tasks to be 
undertaken by Purchaser]. Guarantor's investment shall 
be made according to the following timetable: 

(y) within 
this Agreement 
investment purpose]; 

[period of time] after the date of 
to be used primarily for [indicate 
and 

(z) an additional in accordance, with a 
business plan to be developed and periodically modified 
by the management of Purchaser and which shall, among 
other things, take into account investments in the areas 
set forth in clauses (i), (ii) and (iii) above and, 
otherwise, as soon as economically justifiable 
investments and expenditures are approved by the Board 
of Directors of Purchaser, but in any event no later 
than years after the date of this Agreement. 

(c) Conduct of the Enterprise Business. The 
Enterprise Business shall be conducted by Purchaser in 
accordance with present and future Polish laws, 
including, without limitation, laws relating to 
privatization, taxation, employment, environmental, 
labor relations and state social security matters. 
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(d) Employment Matters. For a period of 
months following the date of this Agreement, 

Purchaser will refrain from terminating employment 
arrangements with any employee of the Enterprise 
Business who satisfactorily fulfills the requirements of 
his job. 

During the period from [date) until [date), 
Purchaser will maintain an overall level of at least 

full-time employees in the Enterprise Business. 

If during the initial month period 
following the date of this Agreement, an-employee is 
terminated as a result of the elimination of the 
employee's job, Purchaser shall offer the employee the 
option of accepting a different job within the 
Enterprise Business or training for a new job. 

The value of indirect compensation to 
Purchaser employees in the Enterprise Business (for 
example, housing and recreational facilities) will be 
maintained for at least a period of years from the 
date of this Agreement at a value per employee at least 
equal to that maintained in the year , which 
equalled zlotys per year. Purchaser will engage 
future employees (both management and non-management) 
primarily from among Polish nationals. 

(e) Technical and Local Assistance. 
Guarantor shall make available to Purchaser technical 
assistance, technology, skills and other expertise 
(including, but not limited to, its currently existing 
and newly developed patented technologies in the areas 
of [list relevant areas) necessary for the conduct of 
the Enterprise Business on terms and conditions to be 
agreed separately between the applicable parties. 

(f) Trademarks. Guarantor shall make 
available to Purchaser its intellectual property for the 
manufacture and distribution of products of the 
Enterprise Business in the Republic of Poland. 
Guarantor will use its best efforts to maintain the 
continued registration of the intellectual property 
licensed or sublicensed by Guarantor to Purchaser. 
Guarantor shall not Transfer or otherwise alienate to 
non-affiliated third parties in the Republic of Poland 
any of the intellectual property licensed to Purchaser. 

(g) Transfer pricing. All transfer pricing 
and terms for products and services sold by or to 
Purchaser to or by Guarantor or its Affiliates, 
including, without limitation, all ongoing and "special 
project" assistance, shall in all cases be "fair" and 
determined on an "arm's length" basis, but, in any 
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event, shall not be substantially less favorable than 
the transfer pricing practices prevailing from time to 
time between. Guarantor and its Affiliates. 

(h) Working Environment. Purchaser shall 
provide a safe working environment for its employees in 
accordance with applicable laws and regulations. 

(i) Employee Training. Purchaser and its 
Affiliates shall undertake to train employees of the 
Enterprise Business with emphasis on the following 
areas: (i) general management, strategic direction and 
decision making systems; (ii) technical, manufacturing, 
production and research and development; (iii) 
marketing, selling and procurement; (iv) planning, 
inventory and accounting systems; (v) quality control; 
and (vi) study of languages. 

(j) Labor Agreement. Purchaser shall assume 
the collective labor agreement of the Enterprise 
attached hereto as Schedule Purchaser further 
acknowledges that it shall be the legal successor to the 
Enterprise with respect to matters of employment, 
including, without limitation, tenure, pension and other 
benefits. 

(k) Global Systems. Guarantor shall 
incorporate Purchaser into its global systems in the 
areas of marketing and selling, distribution, new 
products, management information systems, procurement, 
research and development, planning and strategy, working 
capital and cash management. 

(1) Compliance certificate. For a period of 
five (5) years after the date of this Agreement, 
Purchaser shall file with Seller each year within thirty 
(30) days following the anniversary of the execution of 
this Agreement a certificate 'certifying as to each of 
Guarantor's and Purchaser's compliance with their 
respective commitments in sUbsections 3.1(a), (b), (d) 
and (g) hereunder and each of Guarantor's and 
Purchaser's substantial compliance with their respective 
commitments in SUbsections 3.1(C), (e), (f), (h), (i), 
(j) and (k) hereunder; provided, however, that the 
failure by Purchaser to file such compliance certificate 
shall not excuse either Guarantor or Purchaser from 
performing its obligations or commitments pursuant to 
this Agreement and that each of Guarantor and Purchaser 
shall be required to continue to perform its obligations 
and commitments pursuant to this Agreement after 
Purchaser's obligation to file such compliance 
certificate has terminated. 
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3.2. Support. Guarantor undertakes and 
agrees that it will provide sUfficient financial 
resources to Purchaser, or otherwise ensure that 
Purchaser has available to it such financial resources, 
as are necessary to enable Purchaser to fulfill its 
obligations under this Agreement. 

3.3. Transfer of Assets. Purchaser shall not 
Transfer, and Purchaser shall not permit any of its 
Affiliates to Transfer, all or a sUbstantial portion of 
the Enterprise Assets in one or more transactions to any 
Person or Persons other than any Affiliate of Purchaser 
for a period of years from the date of this 
Agreement. Any permitted Transfer of any of the 
Enterprise Assets shall be conditional upon the written 
agreement of the Purchaser, assignee or other transferee 
to be bound by the terms of this Agreement and upon the 
Purchaser, assignee or other transferee entering into a 
direct covenant with Seller to observe and perform the 
covenants, conditions and other obligations of Purchaser 
contained in this Agreement. 

3.4. Transfer of Shares. Guarantor shall not 
Transfer, and Purchaser shall not permit any of its 
Affiliates to Transfer, all or any part of its shares in 
Purchaser in one or more transactions to any Person or 
Persons other than any Affiliate of Guarantor for a 
period of years from the date of this Agreement. 
Any permitted Transfer shall be conditional upon the 
written agreement of the Purchaser, assignee or other 
transferee to be bound by the terms of this Agreement 
and upon the Purchaser, assignee or other transferee 
entering into a direct covenant with Seller to observe 
and perform the covenants, conditions and other 
obligations of Guarantor contained in this Agreement. 

3.5. Closedown. To induce Seller to enter 
into the transactions contemplated by this Agreement, 
Guarantor and Purchaser agree that Guarantor and 
Purchaser shall not, and shall cause each of their 
respective Affiliates (or permitted transferees) not to, 
determine to cease the operation of the Enterprise 
Business, or any sUbstantial portion thereof, at any 
time during the first years from and after the 
date of this Agreement. 

3.6. 
Purchaser shall 
Business itself 

conduct of the Enterprise Business. 
conduct all aspects of the Enterprise 
or through one or more wholly-owned 
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subsidiaries established under the laws of the Republic 
of Poland. 

ARTICLE IV 

REPRESENTATIONS AND WARRANTIES OF Seller 

Seller hereby represents and warrants to, and 
agrees with, Purchaser as follows: 

4.1. Authorization; Due Execution. Seller 
has the power and authority to execute and deliver this 
Agreement and to perform its obligations hereunder, 
including, without limitation, to Transfer the 
Enterprise Assets and the Enterprise Liabilities. This 
Agreement has been duly authorized, executed and 
delivered by Seller, and constitutes the legal, valid 
and binding obligation of Seller, enforceable against 
Seller in accordance with its terms. 

4.2. No Violation. Neither the execution nor 
delivery by Seller of this Agreement, nor the 
consummation of the transactions contemplated hereby, 
will (i) violate any material agreement, commitment, 
judgment or order to which the Enterprise or Seller is a 
party or by which its property is bound, (ii) contravene 
any law or regulation by which Seller or the Enterprise 
may be bound or (iii) result in or require the creation 
or imposition of any encumbrance of any nature upon, or 
with respect to, any of the Enterprise Assets. 

4.3. No Litigation. Except as indicated on 
Schedule , there are no lawsuits, claims, 
proceedings or investigations pending, or, to the best 
knowledge of Seller (based on consultations with the 
senior management of the Enterprise), threatened, by or 
against the Enterprise, the Enterprise Business or the 
Enterprise Assets which if adversely determined would 
materially and adversely affect the Enterprise Business. 
Except as indicated on Schedule , neither the 
Enterprise, the Enterprise Business nor the Enterprise 
Assets are subject to or in default under any judgment, 
order or decree of any court, administrative agency, 
commission or other governmental authority or 
instrumentality, domestic or foreign, applicable to them 
or the operations of the Enterprise Business. 
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4.4. Enterprise Assets. The Enterprise 
Assets are owned by Seller free and clear of all liens 
or encumbrances other than Permitted Encumbrances or 
such liens and encumbrances as are listed on Schedule 

Upon completion of the Asset Purchase, Purchaser 
shall have good and marketable title to the Enterprise 
Assets. 

4.5. Patents. Trademarks. etc. To the best 
knowledge of Seller (based on consultations with the 
senior management of the Enterprise), the registered 
patents, trademarks or other intellectual property 
rights owned by the Enterprise in the conduct of the 
Enterprise Business are listed on Schedule 
attached hereto. 

4.6. Taxes. The Enterprise has filed all tax 
and social security returns which it is required to file 
by law or otherwise and such returns are correct and 
complete. The Enterprise has paid all other applicable 
taxes and social security charges imposed or levied on 
it or its activities, except those listed on Schedule 

attached hereto. 

4.7. Authorizations. (a) Except as disclosed 
in Schedule , to the best knowledge of Seller 
(based on consultations with senior management of the 
Enterprise), the Enterprise has all permits, licenses 
and other authorizations required to conduct its 
business under applicable laws, and such permits, 
licenses and other authorizations are in full force and 
effect. 

4.8. Labor Matters. The Enterprise is not 
involved in any labor issues or disputes which have 
resulted or are likely to result in work stoppages or 
strikes of any nature. All employees are retained by 
the Enterprise for an indefinite period of time (except 
for the employees retained for a definite period of time 
set forth in Schedule on the basis of a collective 
bargaining agreement (a copy of which has been provided 
to Purchaser as Schedule ) and no extraordinary 
rights or privileges have been granted to any employee 
or groups of employees with the exception of the 
collective bargaining agreement. 

4.9. Access to Information. Purchaser has 
been given all reasonable access to the Enterprise and 

13 



I 
I 
I 
I 
I 
I 
I 

• 
I 
I 
I 

• 
I 
I 
I 
I 
I 
I 
I 

to all available information material to the Enterprise 
Business. 

ARTICLE V 

REPRESENTATIONS AND WARRANTIES OF 
Guarantor AND Purchaser 

Guarantor, with respect to itself, and each of 
Guarantor and Purchaser, jointly and severally, with 
respect to Purchaser, hereby represents and warrants to, 
and agrees with, Seller as follows: 

5.1. Authorization; Due Execution. Guarantor 
is a corporation duly organized, validly existing and in 
good standing under the laws of [country]. Purchaser is 
a corporation duly organized, validly existing and in 
good standing under the laws of [country]. Each of 
Guarantor and Purchaser has the requisite corporate 
power and authority to (a) own or lease its properties 
and assets and to conduct its business as now being 
conducted, (b) execute and deliver this Agreement and 
(c) perform its obligations hereunder. This Agreement 
has been duly authorized, executed and delivered by each 
of Guarantor and Purchaser, and constitutes the legal, 
valid and binding obligation of each of Guarantor and 
Purchaser, enforceable against each of Guarantor and 
Purchaser in accordance with its terms • 

5.2. No Violation. The execution and 
delivery by each of Guarantor and Purchaser of this 
Agreement, and the consummation of the Asset Purchase 
and the other transactions contemplated by this 
Agreement, will not (i) violate any material agreement, 
commitment, judgment or order to which either of 
Guarantor or Purchaser is party or by which any of its 
or their property is bound, (ii) contravene any law or 
regulation by which either Guarantor or Purchaser is 
bound or (iii) result in or require the creation or 
imposition of any encumbrance of any nature upon, or 
with respect to, any properties or assets now owned or 
hereafter acquired by either of Guarantor or Purchaser. 

5.3. No Litigation. There is no pending or, 
to the best of the knowledge of any of Guarantor, 
Purchaser and their respective Affiliates, threatened 
action, proceeding, or investigation affecting any of 
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Guarantor, Purchaser or their respective Affiliates 
before any court, arbitrator or governmental body, 
which, if adversely determined, would materially and 
adversely affect (i) the financial condition or 
operations of Guarantor or Purchaser or (ii) the ability 
of Guarantor or Purchaser to perform its obligations 
under this Agreement, including, without limitation, the 
ability of Purchaser to consummate the Asset Purchase. 

5.4. Financing. Purchaser has, and will at 
all times have, sufficient funds available to it to 
consummate the Asset Purchase and to perform its other 
capital obligations under this Agreement, including, 
without limitation, its investment obligations under 
sUbsection 3.1(b) of this Agreement. 

5.5. No Conflicts. The execution and 
delivery by the Purchaser of this Agreement and the 
Ancillary Agreements to which it is or is to become a 
party and the consummation by it of the transactions 
contemplated hereby and thereby (a) will not violate any 
provision of the certificate of incorporation or by-laws 
of Purchaser, (b) will not violate any statute, rule, 
regulation, order or decree of any public body or 
authority by which Purchaser or any of its subsidiaries 
is a party or by which it or their respective properties 
or assets are bound and (c) will not result in a 
violation or breach of, or constitute a default under, 
any material license, franchise, permit, indenture, 
agreement or other instrument to which Purchaser or any 
of its subsidiaries is a party or by which it or their 
respective properties or assets is bound. 

5.6 Broker's or Finder's Fees. No broker, 
finder or investment banker acting on behalf of 
purchaser is, or will be, entitled to any commission or 
broker's or finder's fees from any of the parties 
hereto, or from any Person controlling, controlled by or 
under common control with any of the parties hereto, in 
connection with any of the transactions contemplated 
hereby [, except for , whose fees and expenses 
will be paid by Purchaser]. 

5.7 Investigation. Purchaser acknowledges 
and agrees that it (i) has made its own inquiry and 
investigation into, and based thereon has formed an 
independent judgment concerning, the Enterprise 
Business, the Enterprise Assets, the Enterprise 
Liabilities and the employees of the Enterprise and (ii) 
has been furnished with or given adequate access to such 
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information about the Enterprise Business, the 
Enterprise Assets, the Enterprise Liabilities and the 
employees of the Enterprise as it has requested and 
(iii) will not assert any claim against Seller or the 
Enterprise or any of their respective officers, 
employees, agents, stockholders, affiliates, 
consultants, investment bankers or representatives, or 
hold Seller or any such other Persons liable, for any 
inaccuracies, misstatements or omissions with respect to 
any information furnished by Seller or any such other 
Persons concerning the Enterprise Business, the 
Enterprise Assets, the Enterprise Liabilities and the 
employees of the Enterprise, other than, with respect to 
Seller, the representations and warranties of Seller 
contained in this Agreement. 

ARTICLE VI 

MISCELLANEOUS 

6.1. Conflicts of Interest. 

(a) Seller shall be entitled to own or 
otherwise hold, directly or indirectly, shares of any 
Polish company or enterprise whose business may compete 
with the Enterprise Business as long as such company was 
established or such shares are or were acquired as of 
the date of this Agreement. 

(b) Purchaser agrees that the Enterprise 
Business shall constitute the principal platform on 
which Purchaser and its Affiliates shall conduct all 
business of a similar nature to the Enterprise Business 
in the Republic of Poland. Purchaser further agrees 
that Purchaser and its Affiliates shall not distribute, 
market, promote or sell in the Republic of Poland any 
product that is competitive with any part of the 
Enterprise Business if and so long as the Enterprise 
Business is operating with any spare or unutilized 
operating capacity; provided, however, that Purchaser 
and its Affiliates may own, acquire or establish any 
other company in the Republic of Poland that 
distributes, markets and sells products that are 
competitive with a part of the Enterprise Business that 
are produced by such company in the Republic of Poland. 

6.2. Counterparts. This Agreement may be 
executed in one or more counterparts, each of which 
shall be deemed to be an original, but all of which 
together shall constitute one and the same instrument. 
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6.3. Entire Agreement. This Agreement, and 
the Exhibits and Schedules attached hereto, supersedes 
and replaces any and all agreements, understandings or 
declarations of intent among the parties hereto and 
embodies all of the agreements of the parties hereto as 
of the date hereof. 

6.4. Assignment; Successors and Assigns. 
This Agreement may not be assigned by either party 
hereto without the written consent of the other party 
except as provided in this section. This Agreement may 
be assigned by Seller to any agency or instrumentality 
of the Republic of Poland. This Agreement shall be 
binding on and inure to the benefit of the parties 
hereto and their successors and permitted assigns. 

6.5. Waivers and Amendments. All amendments 
and other modifications hereof shall be in writing and 
signed by each of the parties hereto. Any party may by 
written instrument (a) waive any inaccuracies in any of 
the representations or warranties made to it by any 
other party contained in this Agreement or in any 
instruments or documents delivered to it pursuant to 
this Agreement, (b) waive compliance by any other party 
with, or modify, any of the covenants or agreements made 
to it by any other party in this Agreement or (c) waive 
or modify performance of any of the other acts of any of 
the other parties hereto. The delay or failure by any 
party to insist, in anyone instance or more, upon 
strict performance of any term or condition of this 
Agreement, or to exercise any right or privilege herein 
conferred, shall not be construed as a waiver of such 
term, condition, right or privilege, but the same shall 
continue and remain in full force and effect. All 
rights and remedies are cumUlative. 

6.6. Expenses of the Parties. The parties 
hereto agree that the legal, financial and accounting 
advisors engaged by the Enterprise for the purposes of 
the preparation of this Agreement and the consummation 
of the transactions contemplated herein will invoice the 
Enterprise for their respective fees and expenses and 
that such fees and expenses will, to the extent not paid 
by the Enterprise, constitute the Enterprise 
Liabilities, and that the legal, financial and 
accounting advisors of Purchaser or its Affiliates will 
invoice Purchaser or its Affiliates for their respective 
fees and expenses, in each case' incurred in connection 
with the transactions contemplated by this Agreement. 
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6.7. Notices. All notices, consents and 
other communications under this Agreement shall be in 
writing in the English and the Polish languages and 
delivered in person or sent by telefax or by reputable 
air courier, charges prepaid. Any notice given here
under shall be deemed to be received and effective (i) 
on the date of receipt of confirmation by answerback, in 
the case of telefax, (ii) on the third day following the 
day on which it is deposited with a reputable air 
courier and (iii) in all other cases, on the day 
received by the addressee as evidenced by the receipt by 
the sender of confirmation of receipt; in each case to 
the appropriate address or telefax number set forth 
below (or to such other address or telefax number as a 
party may designate as to itself by notice to the other 
parties): 

If to Seller: 

[name and address of Voivod] 

with copies to: 

[name and address of law firm of Voivod] 

If to Guarantor 

[name and address of Guarantor] 

If to Purchaser: 

[name and address of Purchaser] 

with copies to: 

[name and address of law firm of Purchaser] 

6.8. Governing Law; Dispute Resolution. This 
Agreement and (unless otherwise provided) any amendment 
hereof and any waiver or consent hereunder shall be 
governed by and interpreted and construed in accordance 
with the laws of the Republic of Poland, without 
reference to provisions of conflict of laws. 

The parties shall attempt to resolve any 
dispute under this Agreement amicably by mutual 
agreement. Any such dispute which cannot be resolved by 
agreement within a period of sixty (60) days following 
the receipt of written notice from one party hereto to 
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the other party hereto shall be finally resolved by 
arbitration in accordance with the Rules of Conciliation 
and Arbitration of the ICC by three arbitrators, one to 
be appointed by each of Purchaser and Seller, and the 
third by the first two. If either party fails to 
appoint its arbitrator, or the two arbitrators fail to 
agree on the choice of the third within thirty (30) days 
after their respective appointments become effective, 
the third arbitrator shall be appointed by the Court of 
Arbitration of the ICC. The place of arbitration shall 
be Vienna, Austria. The language to be used in the 
arbitral proceeding shall be Polish. The decision and 
award of the arbitral tribunal shall be final and 
binding and shall deal with the question of the cost of 
the arbitration and all matters related thereto. 

6.9. Severability. The unenforceability or 
invalidity of any article, section, subsection or 
provision of this Agreement shall not affect the 
enforceability or validity of the balance of this 
Agreement. In the event that any such article, section, 
subsection or provision should be or become invalid for 
any reason (including, without limitation, inconsistency 
with mandatory applicable provisions of Polish law), the 
parties hereto will consult and agree on a legally 
acceptable manner of giving effect to the commercial 
objectives contained in such invalidated article, 
section, sUbsection or provision. 

6.10. Force Majeure. Failure on the part of 
any party to perform any of its obligations set forth in 
this Agreement because of a force majeure will not give 
the other party to this Agreement any claim against the 
other party or be deemed to be a breach of this 
Agreement. Any party failing to perform its obligations 
under this Agreement in the event of a force majeure 
shall give notice in writing of such force majeure as 
soon as possible after the occurrence to the other 
party. For the purposes of this Agreement, force 
majeure shall mean any war, economic or political 
upheaval in the current free market system in the 
Republic of Poland, strike or lock out involving third 
parties, accident or act of God, which affect3 the 
ability of any party hereto to perform its obligations 
hereunder and which is beyond the control of such party. 

6.11. Due Diligence. Prior to the date of 
this Agreement, Purchaser shall have completed a due 
diligence study of the Enterprise. 
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6.12. Section Headings. The section and 
clause headings in this Agreement are for reference 
purposes only and shall not affect in any way the 
meaning or interpretation of this Agreement. 

6.13. Languages. This ,Agreement is executed 
in the English and Polish languages. In the event of a 
conflict between the English language and the Polish 
language versions of this Agreement, the Polish language 
version shall control. 

IN WITNESS WHEREOF, the parties hereto have 
executed this Agreement as of the day and year above 
first written. 

[name of Guarantor] 

By: 

[name of Purchaser] 

By: 

By: 

[name of Seller] 

By: 

By: 
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NARODOWY BANK POLSKI 
00-S50 WAR5ZAWA 
uL.Swi~tokrzyska 11/21 

POWSZECHNA KA5A 05ZCZ~DNOSCI 
00-S50 WAR5ZAWA 
uL.swi~tokrzyska 11/21 

BANK GDAN5KI 
w Gdansku 
80-S58 GDANSK 
uL.Targ Drzewny 1 

BANK SUjSKI 
w Katowicach 
40-S50 KATOWICE 
ul.Warszawska 14 

BANK PRZEMYStOWO-HANDLOWY 
w Krakowie 
31-027 KRAKOW 
uL.swi~tego Tomasza 43 

BANK DEPOZYTOWO-KREDYTOWY 
w Lublinie 
20-S28 LUBLIN 
ul.Chopina 6 

POWSZECHNY BANK GOSPODARCZY 
w todzi 
90-S50 tODt 
ul.Roosvelta 15 

WIELKOPOLSKI BANK KREDYTOWY 
w Poznaniu 
60-S67 POZNAN 
Pl.Wolnosci 15 

POMORSKI BANK KREDYTOWY 
w Szczecinie 
70-S52 SZCZECIN 
PL.Zolnierza 16 

PANSTWOWY BANK KREDYTOWY 
w Warszawie 
00-S50 WARSZAWA 
uL.Nowogrodzka 33/41 

BANK ZACHODNI 
we Wroclawiu 
50-S50 WROCtAW 
ul.Ofiar Oswi~cimskich 41/43 

BANK GOSPODARSTWA KRAJOWEGO 
00-S01 WARSZAWA 
PL.DefiLad 1 PKiN 11p. 

BANK GOSPODARKI ZYWNOSCIOWEJ 
00-S16 WARSZAWA 
uL.swi~tokrzyska 12 

BANK HANDLOWY w Warszawie S.A. 
OO-SSO WARSZAWA 
uL.Chalbinskiego 8 

BANK POLSKA KASA OPIEKI S.A 
OO-SSO WARSZAWA 
uL.Traugutta 7/9 

BANK ROZWOJU EKSPORTU S.A. 
OO-SSO WARSZAWA 
AL.JerozoLimskie 65/79 

tODZKI BANK ROZWOJU S.A. 
SO-SSO tODt 
ul.Piotrowska 173 

BANK INICJATYW GOSPODARCZYCH 
"BIG"S.A. 
OO-SSO WARSZAWA 
AL.JerozoLimskie 44 

BYDGOSKI BANK K~MUNALNY S.A. 
w Bydgoszczy 
as-066 BYDGOSZCZ 
uL.JagieLonska 34 

BANK ROZWOJU RZEMIOStA,HANDLU 
I PRZEMYStU "MARKET"S.A 
w Poznaniu 
61-722 POZNAN 
stary Rynek 73/74 

"SAVIM" BANK DEPOZYTOWO
KREDYTOWY S.A. w war?zawie 
01-745 WARSZAWA 
uL.Jasnodworska 5 

BANK HANDLOWO-KREDYTOWY S.A. 
40-163 KATOWICE 
Plac GwarkOw 1 

BANK ROZWOJU ROLNICTWA S.A. 
w Poznaniu 
61-715 POZNAN 
uL.Kosciuszki aO/A 
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BANK "AGROBRNK" S.A. 
w Warszawie 
04-398 WRRSZAWA 
ul.Grochowska 262 

WARSZRWSKI BANK ZACHODNI S.A. 
w Warszawie 
00-511 WRRSZAWA 
uL.Nowogrodzka 22 

BANK AMERYKANSKI W POLSCE S.A 
- AMERICAN BANK IN POLAND INC. 
00-9S0 WARSZAWA 
u L. Krucza 6/14 

BANK KOMERCYJNY "PRIVAT"' S. A. 
w Poznaniu 
60-783 POZNAN 
uL.GrunwaLdzka 21 

SPOlDZIELCZY BANK ROZWOJU 
w Katowicach 
40-002 KATOWICE 
uL.Pocztowa 8 

BANK ZIEMSKI S.A. 
w Warszawie 
02-088 WARSZAWA 
uL.Batorego 16 

BANK ROZWOJU ENERGETYKI 
I OCHRONY SRODOWI5KA S.A 
w Warszawie 
01-625 WARSZAWA 
uL.Mickiewicza 63 

"PROSPER BANK" S.A. 
w Krakowie 
31-027 KRAKOW 
ul.Swi~tego Tomasza 43 

BANK BUDOWNICTWA S.A 
w Szczecinie 
71-617 SZCZECIN 
uL.2ubrOw 3 

BANK rURYSTYKI 5.A. 
w Warszawie 
00-030 WARSZAWA 
PL.PowstancOw Warszawy 2 

SOPOCKI BANK INICJATYW 
G05PODARCZYCH "SOPOT-BANK"S.A. 
w 50pocie 
81-950 sopor 
AL.NiepodLegtosci 764 

BANK POCZTOWY 5.A. 
w Bydgoszczy 
85-001 BYDGOSZCZ 
uL.JagieLLonska 17 

BANK POZNANSKI "AG" 5.A. 
w Poznaniu 
61-737 POZNAN 
uL.27 Grudnia 1S 

BANK "5POlEM"S.A. 
w Warszawie 
02-S48 WAR5ZAWA 
uL.Grazyny 13/15 

PRYWATNY BANK KOMERCYJNY 
"LEONARD" S.A 
w ZieLonce k/W-wy 
05-220 ZIELONKA 
uL.PrzyLesie 2 

BANK INICJATYW 
SPOlECZNO-EKONOMICZNYCH S.A. 
w Warszawie 
00-054 WARSZAWA 
uL.Jasna 22 

KRAKOWSKI BANK MIESZKANIOWY 
"INTERKRAKBANK" S.A.w Krakowie 
30-133 KRAKOW 
uL.J.Lea 112 

GlOGOWSKI BANK GOSPODARCZY SA. 
w Gtogowie 
67-200 GlOGOW 
uL.GaLiLeusza 12 

GLIWICKI BANK HANDLOWY S.A. 
w GLiwicach 
44-101 GLIWICE 
uL.Zygmunta Starego 13 

BANK ROZWOJU 
BUDOWNICTWA 
MIESZKANIOWEGO w Warszawie 
00-099 WARSZAWA 
uL.Senatorska 29/31 
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BANK WtASNOSCI 
PRACOWNICZEJ S.A. 
w Gdansku 
80-958 GDANSK 
uL.Na Ostrowiu 1 

BANK ZIEMI RADOMSKIEJ S.A. 
w Radomiu 
26-600 RADOM 
ul.2eromskiego 75 

BANK ROZWOJU CUKROWNICTWA S.A. 
w Poznaniu 
60-959 POZNAN 
ul.Mickiewicza 35 

PRYWATNY BANK "EL-GAZ" S.A. 
w Gdyni 
81-029 GDYNIA 
ul.POl:.nocna S A 

BANK KOMUNALNY S.A. 
w Gdyni 
81-364 GDYNIA 
ul.3 Maja 27/31 

BANK MORSKI S.A 
w Szczecinie 
70-100 SZCZECIN 
ul.General:.a D~browskiego 38 

WSCHODNI BANK CUKROWNICTWA SA. 
w Lublinie 
20-022 LUBLIN 
ul.Okopowa 1 

BANK CUKROWNICTWA 
·CUKROBANK" S.A. 
we Wrocl:.awiu 
50-973 WROCIoAW 
ul.Supinskiego 3 

BANK DEPOZYTOWO-POWIERNICZY 
"GLOB"S.A.w Warszawie 
00-372 WARSZAWA 
uL.FoksaL 16 

KREDYT BANK S.A. 
w Warszawie 
01-211 WARSZAWA 
uL.Kasprzaka 22 

POLSKI BANK ROZWOJU S.A. 
w Warszawie 
00-680 WARSZAWA 
uL.2urawia 47/49 

BANK PRZEMYSIoOWY S.A. 
w todzi 
93-590 tODz 
ul.PoLitechniki 22/24 

BANK STAROPOLSKI S.A. 
w Poznaniu 
61-840 POZNAN 
ul.Swietoslawska 7 

BANK OCHRONY SRODOWISKA S.A. 
w Warszawie 
00-034 WARSZAWA 
uL.Warecka 11A 

IoODZKIE TOWARZYSTWO 
KREDYTOWE BANK S.A 
w todzi 
90-063 tODt 
uL.Piotrowska 148/150 

GORNOSlfjSKI BANK 
GOSPODARCZY S.A. 
w Katowicach 
40-006 KATOWICE 
uL .Warszawska 4 

DOLNOSL~SKI BANK 
GOSPODARCZY S.A. 
we Wrocl:.awiu 
50-061 WROCtAW 
PLac Solny 13 

KRAKOWSKIE TOWARZYSTWO 
BANKOWE S.A. 
w Krakowie 
31-045 KRAKOW 
ul.Kordylewskiego 11 

D.E.G. BANK SECESYJNY S.A. 
w Katowicach 
40-123 KATOWICE 
uL.Czerwinskiego 6 

RAIFFEISEN-CENTROBANK S.A. 
w Warszawie 
00-695 WARSZAWA 
uL.Nowogrodzka 50 
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BYDGOSKI BANK BUDOWNICTWR S.A. 
w Bydgoszczy 
85-099 BYDGOSZCZ 
ul.Powstanc6w Wlk.26 

GOSPODARCZY BANK 
IiJIELKOPOLSKI S.A 
w Poznaniu 
61-725 POZNA~ 
ul.Mielzynskiego 22 

BANK WSCHODNI 5.A. 
w Biatymstoku 
15-206 BIAlYSTOK 
ul.Krakowska 9 

BANK CZ~STOCHOWA S.A. 
w Czestochowie 
42-200 CZ~STOCHOWA 
ul.Dekabryst6w 41 

BANK REGIONALNY S.A. 
w Rybniku 
44-200 RYBNIK 
ul.3 Maja 30 
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PRZEDSTAWICIELSTWA BANKdW ZAGRANICZNYCH NA OBSZARZE RP. 

BANCA COMERCIALE 
ITALIANA MEDIOLAN 
ul.Stawki 2,Intraco 37p. 
00-193 WARSZAWA 
tel.635-14-02 

635-66-17 
tlx. 81-27-48 

SOCIETE GENERALE-PARYZ 
ul.Stawki 2,Intraco 21p. 
00-193 WARSZAWA 
Tel.635-74-12 
fax.63S-87-92 
tlx. 81-27-17 

PEKAO TRADING 
CORPORATION Nowy Jork 
ul.E.M.Malinowskiego 5 
02-776 WARSZAWA 
Tel.641-27-28 
fax.641-27-38 
tlx. 81-68-31 

MITTELEUROPAISCHE HANDELSBANK 
AG. 
Frankfurt n/Menem 
ul.Nowogrodzka SO 
00-695 WARSZAWA 
tel. 28-94-11 

28-64-71175 
fax.625-19-28 
tlx. 81-38-27 

AMERICAN EXPRES (POLAND)Ltd. 
w Warszawie 
ul.Krakowskie Przedmiescie 11 
skr.pocztowa 159 
00-950 WAR5ZAWA 
tel.635-20-02 

CENTRO INTERNATIONALE 
HANDEL5BANK AG-Wieden 
uL.Chatubinskiego 8 p.481 
00-950 WARSZAWA 
teL.30-01-06 
fax.30-31-34 
tlx.81-48-11 

DEUTSCHE' BANK AG 
Frankfurt n/Menem 
AL.Jerozolimskie 51 
01-697 WARSZAWA 
tel.628-02-05 
fax.628-58-25 
tLx. 81-62-32 

DRESDNER BANK AG 
Frankfurt n/Menem 
AL.Jerozolimskie 65/79 
Hotel Marriot 
00-697 WARSZAWA 
teL.630-68-37 
fax. 21-12-90 
tlx. 81-65-15 

NMB BANK WARSAW 
Al.Niepodlegtosci 177 
'02-669 WARSZAWA 
tel.25-25-88 

CREDIT INDUSTRIEL ET 
COMMERCIAL DE PARIS 
BANQUE DE L'UNION 
EUROPEENNE <CIC-BUE) 
ul.Stawki 2,Intraco 13 p. 
00-193 WARSZAWA 
tel.635-55-32 
tlx 81-22-90 
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BANKI W FORMIE SPO~EK Z UDZIA~EM KAPITA~U ZAGRANICZNEGO 

RAIFFEISEN-CENTRO BANK S.A 
w Warszawie 
ul.Nowogrodzka So 
00-695 WARSZAWA 
teL. 29-46-71 
fax.628-20-97 

BANK CREDITANSALT S.A 
uL.Nowy Swiat 6/12 
00-400 WARSZAWA 
teL.62S-23-00 

26-70-70 
fax. 26-S1-10 

MI~DZYNARODOWY BANK 
w PoLsce S.A 
PL.Bankowy 2 p.18 
00-950 WARSZAWA 
teL.637-23-80/84/86 
fax.263-S4-S00 

391-21-083 
tLx. 82-42-91 

82-42-92 

CITY BANK (POLANDlS.A 
uL.Senatorska 12 
00-082 WARSZAWA 
teL.635-81-16 

63S-SS-27 
fax.63S-S2-78 
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Center for Export PromotiGn 
28, rue de Ghandi 
1000 Tunis 
tel. (~) 350043, 350344 
fay,. (1) 353683 
tlx. 14 716 Tn 

AMERICAN CHAt'1BEE C'F CGt1'1ERCE IN "OLAND 
Amerykanska Izba Handlowa w Polsce 
ul. Wiejska 20 
00-490 Wars:;:",.,a 
c/o US Trade Development Center 
tel. 214515 
fax. 216327 

FOREIGN INVESTORS CHAMBER OF INDUSTRY AND COM~lERCE 

Izba Przemyslowo-H~ndlowa Inwestor6w Zagranicznych 
ul .. Krakol,Llslt.ie Przedmie~cie 64 
00-325 Warsza"",a 
tel. 263201 
tlx. 817105 

TWIG-TOWARZYSTWO WSPIERNIA INIC::JATYl<' GODPODARCZYCH 
u 1. !<ruca 36 
00-582 Wars:;:a.,a 
tel. 290652 
fax. 219945 
tlx. 814739 
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ARGENTINE INDUSTQI~L UNr8~ 
Av~ L .. t·L Alem 1.067 
C?pital Feder-2:.l.. 
Argentin2 
tel" 313-2;)1.2 

SOCIEDAD RURAL ARGEf.lT!NA 
Florida 460 
Ca.p i tal Federal 
Argentina 
tel. 3223431 

ARGENTINE-POLISH CHAI"1BER OF COMr'1ERCC: 
Camer2 de Comercio Argentino-Po12c~ 
Corc!oba 632 
8~ 1054 
C:\pital Feder~l 
fax. (541) 112924 
tl)<. 23.518 

INVESTMENT CANADA 
PO Box 2800 
Station "DI! 
Ottawa, Ontario 
Canada K1P 6AS 

INDUSTRIAL DEVELOPMENT ASSOCIATION 
OF CANADA (IDAC) 
1645 Pierre Place 
Missassauga Ontario 
LS,J 3Gb 
tel. 416 822 9771 

CONFEDERATION OF IRISH INDUSTPY 
C~nfederation House 
Kildare Street 
Dublin 2 
tel. (01) 779801 
fa.". (01) 777823 
tlx. 93502 

CHAMBER OF COMMERCE OF IRELAND 
7 Clare Street 
Dublin 2 
tel. (01) 612888 
fax. (01) 766043 
-I::lx. 90716 

INDUSTRIAL DEVELOPt1ENT AUTHORITY 
liJilton Park Hou5e 
Wilton Place 
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BANf-: i1;WIATOblY 
ul Sta ..... ki 2 
00-193 W3!'S2W 

tel" 6350553 
fax. 6359857 
tlx. 817504 

lJRGANI:Z:AC,JI MIt;DZYNARODO~';)E 

MIE;:DZYNARODOWA rDRPORAC:JA FINANSGWANIA 
AI. :Jerozolimskie 65/79 
00-950 Warszwe.w 
tel. 6300758, 6300949 
fax. 6300759 

MIE;:DZYNARODOWA FUNDUSZ WALUTOWY 
ul. Staw •. i 2 
00-193 Warsza,"a 
tel. 6358506 

UNITED NATIONS DEVELOPMENT PROGRAMME 
AI. Niepodleglosci 186 
War-s~a.wa, 00-608 
tel. 255060, 250317 
£8X. 254958 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANISATION 
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PRZEDSTAWICIELSTWA RADCY HANDLOWEGO W WARSZAWIE 

AMBASDA ARGENTYNY 
Carlos ~. Albisetti 
Radca Handlowy 
ul. ~ana Styki 17, 
Warszawa 
tel. 176028/9 
fax. 177162 

AMBASADA AUSTRAL II 
Tony Clegg 
ul. Estonska 3/5 
Warszawa 
tel. 17-60-81/6 
£ax.17-67-56 
tlx.(63) 813032 

AMBASADA KANADY 
Lynda Watson 
ul.~ana Matejki 1/5 
00-481 'Warszawa 
tel.29-80-51 
fax.29-64-57 
tlx.81-34-24 CAA PL 

AMBASADA CHILE 
dr.Alfredo Lastra Norambuena 
Doradca Handlowy 
ul.Morszynska 71B 
02-932 Warszawa 
tel. 642-63-73 

40-90-41 
tlx. 81-45-42 emnch 

AMBASADA FINLANDII 
3uha Metsantahti 
ul.Fr.Chopina 4/8 
00-559 Warszawa 
tel. 29-40-91 
fax.21-60-10 
tlx.81-37-31 fintr pI, 

81-42-86 finl pl. 

AMBASADA WI;GIER 
dr. Gabor Siklosi 
ul.Swolezer6w 10 
00-464 Warszawa 
tel.41-17-91 

41-52-01 
£ax.41-43-64 

41-30-24 

AMBASADA INDONEZ31 
Soetito 
Radca Handlowy 
ul.WC\chocka 9 
Warszawa 
tel. 17-51-79 

AMBASADA WIELKIE~ BRYTANII 
I IRLANDII 
Michael A. Corbett 
Aleja R6z 1 
Warszawa 
tel. 28-00-01/5 
fax.21-71-61 
tlx.81-36-94 Prod Pl. 

AMBASADA KOREII 
~ang-Kyun Kim 
Radca Handlowy 
ul.Mokotowska 4/6 
00-641 Warszawa 
tel. 25-35-36 

25-35-47 
fax.25-29-3S 
tlx.81-34-88 kontra pl. 

AMBASADA HOLANDII 
Bert Van Der Lingen 
II sekretarz 
ul.Chocimska 6 
00-791 Warszawa 
tel. 49-23-5112 
£ox.48-83-45 
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AMBASADA NORWEGII 
Lars Chr.Lindstad 
Radca Handlowy 
ul.Fr.Chopina 2 A 
00-559 Warszawa 
tel. 29-09-36 
fax.28-09-38 
tlx.81-37-38 nora pl. 

AMBASADA FILIP IN 
Charlie Pacana Manangan 
III sekretarz i z-ca konsula 
ul.6ornoslqska 22 m.5 
00-484 Warszawa 
tel. 625-13-57 

625-13-03 
fax.39-12-05-87 

AMBASADA PORTUGALII 
Ernesto Martins 
Radca Handlowy 
ul.~wi~tokrzyska 30 m.149 
00-116 Warszawa 
tel. 24-95-11 
tlx.81-43-30 icep pl. 

AMBASADA HISZPANII 
Emilio Lopez Vinuela 
Radca Ekonomiczny i Handlowy 
ul.~wi~tokrzyska 36 m.10 
tel. 20-42-82 
fax.20-21-67 
tlx.81-44-49 ofiwa pl. 

AMBASADA TAJLANDII 
Charnvit Buathongchan 
I Sekretarz 
ul.Staroscinska 1 B m.2-3 
02-516 Warszawa 
tel. 49-26-55 

46-64-14 
49-47-30 
49-14-06 

AMBASADO PO~UDNIOWE~ AFRYKI 
Riaan Le Roux 
I Sekretarz 
ul.Belwederska 18 A 
00-762 Warszawa 
tel. 41-55-01 

41-87-28 
41-89-61 

fax.41-99-85 

AMBASADA SZWEC~I 
Bo Emthen 
Radca Handlowy 
ul.Pytlasinskiego 13 A 
00-777 Warszawa 
tel. 40-31-03 

40-56-97 
fax .41-79-92 
tlx.81-79-60 

AMBASADA SZWA~CARII 
~osef Arreger 
Urs Schmid 
Radca Handlowy 
AI.Ujazdowskie 27 
00-540 Warsza",a 
tel. 628-04-81/2 

AMBASADA TUNEZ~I 
Amel Ben Abdallah 
Radca Handlo"'Y 
ul.Mysliwiecka 14 
Warsza",a 
tel.628-63-30 

AMBASADA AUSTRII 
dr.Rudolf Orisich 

·Radca Handlowy 
AI.Ujazdowskie 22/4 
Warszawa 
tel.29-59-13 

29-64-74 
fax.29-32-47 

AMBASADA 
STANOW Z~EDNOCZONYCH 
AMERYKI 
Dale N.Tasharski 
Radca Handlowy 
ul.Wiejska 20 
00-490 Warszawa 
tel.21-1t5-15 
faK.21-63-27 
tlx.81-39-34 ustdo pI 


