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1. -

Nov. Ii 
To! Andy Cao) 

From:Ed Harrell 

Subject:UNCTAD Working Group Program on Privatization 

Ref: Monica MCKnight's fax of 11/10 

This UNCTAD secretariat background paper is circulated to assist 
the participants in the working group on privatization to set a 
wor~ agenda and priorities at the group's first meeting, Nov 30-
Dec 4. 1 do not know whether state or AID will represent the U.S. 

The paper's definition of privatization is quite comprehensive in 
_. • • ----~ - ~~~~..",' ,..",,,,H no of the paper 
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of technlque,;;(para1.ij; -i..f1(Ju\jll u UU.L"'~~_ -" • 

suggests the authors are e~ating privatization with the sale of 
assets and shares-the transfer of ownership. This two dimensional 
analytical matrix framework for identifying privatization 
opportunities- competitive and non competitive industries and 
enabling and non enabling maoro environment(the same as used by 
the World Bank in its study Priyatization:The Lessons of 
Experience, The World Bank, August 1992) leads the paper's 
authors to suggest the state owned enterprises that fall into 
cross dimensional non-competitive-non enabling macro environment 
categories are not good candidates for privatization. 
Privatization in these cases should be preceded by contract 
management, leasing and operating concessions. (para12) 

This definition and two dimensional matrix approach leads to an 
unnecessarily pessimistic tone to the study and will greatly 
reduce its relevance to countries in Africa, South Asia, the 
Caribbean and many NIS countries that by definition, as 
countries, will fall lnto the "too soon to privatize box." What 
about the aucoesses in contraot management, concessions, spin 
off (or closure) of functions normally performed by state entities 
to private individuals, oompanies, former employees and former 
managers in state enterprises in these(and other) countries that 
would normally fall into a poor regulatory and macro enabling 
environment category. What about creating competition to state 
monopolies before the competitive environment or the regulatory 
system is widely in plaoe.( Calcutta bus company, train service 
concession in Thailand et all We have some examples of our own, 
e.g., groundnut sales by Gambian farmers to Senegal before 

privatiZing the state owned groundnut processing plant to name 
one). 

The members of the working group will represent countries and 
country experiences or non-experiences. They mayor may not be 
knowledgeable about privatization-broadly defined- in their own 
countries e~cept perhaps in ter.ms of policies(politics) and 
sales(makes the neWspaper or radio). What is missing in the 
literature- the exception is the World Bank study of three 
relatively advance developing countries, Malaysia, Chile and 
Mexico and one industrial country, Great Britain, op ait.-are 
systemmatically documented privatization, and what the paper 
would categorize as pre privatization, efforts from developing 
countries without capital markets, high incomes, growing markets 
et al. 

The working group could extend the in-depth analysis done by the 
World Bank to document in measurable quantitative terms 

~, --"- < -- c"~r" .. "",p''' and failures in gener~lly non-
... --- l. _,.. ... h ..... 
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The working group could extend the in-depth analysis done by the 
World Bank to document in measurable quantitative terms 
privati~ation successes and failures in generally non
competitive- poor enabling environment countries and raise the 
relevance· of the effort to Africa, South Asia and Caribbean 
countries. They could also focus on specific issues not mentioned 
in the referenced paper ~hich are always troublesome to countries 
contemplating privatization programs, e.g., how governments have 
handled the prOVision of services to lo~er income groups when 
improving the efficiency and reducing government costs in 
providing water, electricity, solid waste collection services to 
poor people through privatization efforts and how governments 
have handled the redundant labor issue in non-growing economies 
and how government have handled the oreation of regulatory 
regimes in administratively thin governments et al. These 
questions asssume certain objectives of privatization-or 
contraints-which, although important, may not be uniVersally 
accepted(may not lead to redUcing the nations's debt), but they 
can be documented in terms of design and implementation stages 
suggested in the study. Not all countries will follOW Chile and 
relace the management of state owned ente~rises before 
priVatization or Argentina in allowing train service to stop 
rather than continue to provide subsidies before privatization 
~as undertaken. But as countries they succeeded in these efforts. 

Many of these areas are alluded to open ended questions posed in 
the UNCTAP circulated document, but the way they are posed and 
the methodology and definitions of the study will lead only to 
antidotes, not insights, to the oountries most in need of advice 
and models to help them in their privatization efforts. We should 
encourage the working group to spend the time and effort to 
structure a study which conclusions will be meaningful to the 
less developing countries - and those that are resisting 
privatization- and analytically defendable. It took the World 
Bank three years and $300,000 to do four countries. 

,. 
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MEMORANDUM 

To: Jim Waddell 
From: Andy Cao 
Date: November 18, 1992 
Subject: UNCTAD Working Group Program 

Based on my review of the United Nations Conference on Trade and Development 
(UNCTAD) document of October 30, 1992, I find it quite comprehensive and useful as a 
working document for extensive discussions in Geneva. The following comments and 
suggestions are either based on the topics/questions raised in the paper to provide some 
direction for discussions with some special emphasis on certain issues that PW/IPG has 
experienced based on· our works for the USAID. 

OBJECTIVES OF PRIVATIZATION 

Factors leading to the decision to privatize (Item 8.a, p. 10 of fax). The discussions could 
focus on the following factors that IPG has noticed from our data base analysis: 

1. Political: we have noted that newly elected governments have been the most proned to 
actually carry out privatization such as in Mexico, Chile or Cape Verde. It seems that there 
is more popular support for change to be brought about by privatization such as improving 
efficiency of the SOEs. This is also true, in certain ways, with Eastern Europe. 

2. IMF/World Bank pressure in economic restructuring and liberalization as a condition for 
more funding like IPG have seen with Egypt (Item 8.c, p. 10). 

Efficiency improvement and budget relief have been cited as causes but they are not 
necessarily the dominant factors. The Working Group discussions could focus on the 
implications for timing of privatization decision in the future and the kind of 
pressure/influence the donors can exert one way or another. 

Objective Selection (Item 8.a & c, p. 10). Discussions could focus on social vs. economic 
choice and the necessity to prioritize systematically the objectives for selection. As the 
premise for privatization is to promote a more market oriented economy, the objective 
should be the same as any private business would chose and that is maximization of 
stockholders' wealth in a freer market. Regulations should be used instead in order to 
provide the social safeguard. Confusion in the objective selection would perpetuate the same 
dilema of inefficiency making privatization look like it is the wrong medecine while in reality 
it is the poor management of privatization itself which is the real cause. 
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DESIGN & IMPLEMENTATION 

Impact. The discussions could relate to the objective setting process discussed above 
because one cannot decide whether privatization impacts have been" successful" unless it has 
met the stated objectives (Item 14. a, p.ll). As a matter of fact, the pace, scale, sequencing 
and so all depend on the objective(s) itself. If the objective is to reduce as many and as 
quickly as possible the number of SOEs then the successful impact is measured by the 
number of privatization completed like it in Eastern Europe (Item 14. b, p. 11). 

SOE Preparation. Discussions could defme the types of activities which need to be done in 
the "preparation" of the SOE because it could involve all the items of the balance sheet as 
well as the personnel. Also, the decision on which one should be based on cost-benefit 
analysis (cost vs. price received plus concessions). Finally, the Working Group can discuss 
about the question of efficiency in the management of the preparation to be done by the same 
less efficient entity!? (Item 14. c, p. 11). 

ISSUES 

Impact Analysis. Discussions could cover the importance of having impact projection prior 
to ,!ctually carrying out privatization because the predicted impacts could determine the 
strategy of privatization such as pace, timing, selection and so on. 

Another issue related to impact analysis is the importance of developing a systematic but 
practical measurement technique with practical (business-oriented) criteria for evaluation. 

Natural Monopolies. Issues have been raised as to whether privatization creates a private 
monopoly? Natural monopolies exist such as in telecommunication. This is unavoidable, 
hence, regulations are necessary. It is also unavoidable in most LDCs right after 
privatization in most sectors because there were only two or even one single producer prior 
to privatization. The importance is that privatization eliminate the restriction of new entries, 
hence providing the appropriate opening to market competition (Item 21. c, p. 12). 

ESOP & MBO. The importance and especially the management of ESOP & MBO are 
worth discussing in an operational fashion such as how to fund them, how the loan can be 
amortized, how the representation and voting are done or how share redemption is done? 

BOO vs. BOT. More technical discussions need to be done to promote the real 
understanding of BOO vs. BOT. People talk about it, go to negociations without factual data 
to negociate on tariffs, timing of transfer and so on (lessons learned from the Philippines, 
Pakistan and Indonesia). 

Integrated Efforts. Training and applied research have been neglected as an integrated 
effort in privatization activities. Do we know what we are doing? what we are talking 
about? and if so are on the same wave length? Once again, the lack Of training and applied 
research (preparatory research and monitoring research) can very well be the- cause of the 
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delays in the Hab River project in Pakistan and other projects in Turkey after hundreds of 
millions of dollar!> spent. 

Another aspect related to training is the need to develop entrepreneurship in the LDCs as 
well as managerial skills. 
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" I , OBJ~C1'IVES or PI\X~~UAtI' II 

S. P"hAthliH ion h '" k 'I 1l1~mcnt til ~n O'lerall Dtwtegy for the 
raat.~c~~rin9 or tatorla 0 p~blle an~e~pt1!Q., and pf privata .&o~o, 
dev.16p~ent. !t i. und~tt ken ro~ m«n'l teosone ~nd ~n\olvo, vatioua ~~. ' 
i.nelllcUn9 ttln.j!u of own ~$hlp of an entQrprUe to; the p~ivat •• eotOr ot Q ' 

Lt~ a,&et3 'ollow~n9 l1qu da~1on, partial pr1v.tia.~1(n tb,o~9h sale of 
m1no.it~ shares, and prlv ti~~~ion Qf ~n~geroent thtou~h ~nag6~n~ ~nir.o ~; 
~oa.in9 and DOnell.'ion •• iAmon; tb. goall often clt,d a,.' e~nc.~Qt of 
enterprise p~rfQtaancQ. Q! oo~t:ieion a~ of the '~fi~~~~ of r.'OUlet ' 
allocation, caieing ot f .o~l revenuIJ g.netlcton qf p,1v.te" inveetmtnt, . 
Lnolud'"g tor01gn capital reduntion of finano!al ~no .Om£nl.t:t.t~vl b~,~e ~ 
M I:he Stat, (or ~edl!:fini l.cm .md n4uouon of the ~oh o~ the St.". b the '\' 
econ~) I tal:iortllliaat101) lot teattuatur in9 ot' partiqul'i~ _CORCIIILo IltOt,o~., i 
developm~nt of the pr1vat£aeotor and tbe domea~Lo ~p,tal ~zkllt'l a:eAtl ' 
ot Wider share ownership ('popular Clap1l:1I1UIII") I a~ II~L0:flllent cuaUon I 
thcou-ah il\¢reased 1nve>if:m t: ~ 91;Q\lth. GQverllJAent,a have alpc ~M.rt:.1l1.n Ii 
pr ivat.intLon pr~nl!llllQ8 i the context of Ill:ruo!:Ut"r IIdjUlftll$ht or eoollCllto 
liberaliZation 1"09t_8.' • \ 
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f. As the goal~ of prlva' tlltlon may confltcl:. etf\rlS to aOoO~lieh' 
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efficiency enhancement and Qhottet.tet= conQideraci04a IUQh .1 revenUe 
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, , 

apPtopriate to the objecti e to be purs~~, tak1ng 1 to aoooun~ tbe f.qtota 
lnvolve4 (see p.tDg~.ph 10 • I, 
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1. Priv.ti~a~ion in tb~ ount,!ee ~nder90ing the pJOC!" ot t:.nl~tion to 
aac~et eQQno=y ~ifferQ gre tly fro~ othe~ Bituation.~ It involve. ~ aQr. 
Sls,iva and eomplek un4~tt king ~n a eon~eXt ~her. oqnolpte of ~~k~t prio •• , i. 
p,o~rty. ownership, title in~ oontract a, •• till now ~\!I where in.tit~tiOn 
bULldlnq in lcqal, oomm~~o a1 and finanolAl ~pher'a i~ ,IL11l at an Q8t~ 
It&o;'a. 'rhe a1ll1e .1:0 &leo Uf"hnt, bling Mte over "ilt lIQCio-pcIUt1A:lal, tIt.n 
aleowh.,., with privatilat1 n being viewed not metely ~I a tool to anhapce 
efficiency but as till!! pr 11'10 pal inatruunt cf tll& t'~re:;QtmatiOd pcoca.~ " 
iteaU. 

f 

,\\. . \ 
8. In the liqht of the abfv~' the quoA~ion. that Zlf I~ .Od:e •• .a ~nol~6 •• 

(II) WIlllt hct;otll hAve I led 1;0 4e(jJ.llOl'la to privl~I.I,'? BoW llaa the 011010 i 
of Clb~dOUV.aa 111I4·pr~vaHlat!.on ""tb~ bee", c.t.UlIIl.nel\? 'lio what! ' 
e~tent hav. thei ddre~sed the problems to ~ solved? i: 

(b) WhIt; hlVI been til medium an4 lonv-terlll obj 11 ... o! Pliv.t.i.a'l~ I ' , 1 1 ' 1\\11' 'II'" 
p,oqt~lI? What factor. aud elon4il:iona ba tao1l.itate4 4C 1~, " 
tbeir effective I. lementation' \ I 

(0) What; h •• bean thl x.lllt1ons~1p ot 8tructUr~ adjustment or loqno.10 I 
liberali_ation pr tamme. to the ~rfor~n~e at priv~tLlll:ion 
pro;rualll? 
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9. 'l'h •• ~p~rlenc~a An~re~Ul~' o~ pt~vlt1&ation l:e Dix&4. AI t&gat41 
sCale an~ p.~, of pr1vat 2at1on, it is still modes 1\ moat dev"lop~9 
countries, With mote pr reBs bQing re9i~tet~ in he l.rger cr hi~h-ot 
~edium~~ncome developing countries than in the sma let O~ l~-inccme 
d.~elopinq (;ount~1e8, and progre§s being lei. adva aeS than Inticipat~ in! the 
countries undergOing theTproces8 of transition to ~ m.cket economy. Aa 
tegarda the enterpriseo t'1vatize4, th.te has been fa~ter pco;rQs. tor .ma~l 
and medium-aizQd enterpr ses in compe~itive 8eo~ort t~an fo~ la~ge-acale I 
enterprises in non-g~ i~1ve 'Qcto~.. Howevet, he No:14 a~nk h •• ~epoc iO 
that the la.t two yeats faye se,n an in~reaBe not onl~ in the n~~ of 1& ~r 
pUbliC enterF.~,e8 being 1014o( ctJ41ad for s&la'lbut .lao~1n thl n~( 
c~nt~ica undertakin~ pr v~tiaat~onr ~G well lB a ,1ck~up in ~ ~ ~e 1: 
sal ••• V 
10. i'ol-1oy c:ho1cu eone rn1n9 t,M IQIIl.e 11M PlIge Itf p;1vatillt1on, the 
enterprlaco to be P'~VA~ sed, the methodS of pr1va ization, &4 veLl •• 
pcior.ti~s. are ooun~tY· peCi!10~ Th~ deptn4 lnt r ~ on the 9Q~r~ 
objective., the aeotors n4 atlterprLses which are l~ need of new 
investment' and effiQ~~n \~roye~8nte, and a nU~'E of ~actor' wbioh sf t 
the design, 1mplemlnt't~ BOd outcomes of ptlvatl~ation Pt09t~'. ~ 
factors fall 1n~o tWQ Cll egot~ea. One ,tlataa to t~! ftatu,s ot tho aarke 
into which the enterpria will be dlve5~ed, i.e. wh$ther it is ca=pettt1 or : 
non~competltive. The ot ar set o~ fa~tors concern. the eonditiOnl in the I I 
country concetn~d, inolu 1ng its cveral~ m4crcecon~mjo poliC1 fr~ewo~k [~.e. I 
whether it 1. 'marke~ fr endly· O~ not), ~ts 1~9al flamowork an~ r~lat¢~ t' 

and supervl~o~ CapAcity' the IIIhe o~ it!l prtvate .. ",,':01:, tilt av~U~!.l.1t ed! 
unagtrUl artd enl:repren urial skills, ttle level. ell! (,evelopllCnt of 1U I 
flnanol~l institutions capital mar~tllll the leva:, of inte~.st c! ext.~~ , 
investors, a~d its poll cal an4 soc1al conditiQn.. j- , 

I. 
ll. In. a favour.b1g co t.ry env~z:on,"nt, the at"*t:.ture ot all. ~1I\t:'l!pdl 11.11 l 
<I QOlllpet1t1ve I~otor l1li nquira no IIICU than a41l~.t:e al:t:el'll:i.Qn 1:0 t 
tran~pa~ency ~n the t~~~acI:1on. plul the r~&l IO~ 1n1 1napp~opt1ato - I 
regulation Ot PtiQ~ condtoll. In the oa~e of non1eOJ~~t1t1V' I.cto~a, ~i : I 
diVGIIUturG of an ente~EiS~ will need to bI: ptectld",l by tho IIIt:&DUa"n ~ t 
A reg~lal:ol!¥ eYltam 1:0 O~Got oonsumer welfare ~~ 'rne public 1nte~'lt. r· I 
lIlMY 1l;i'911~ aM lII14C1:1.e-<i M QOl.lntr1el, thi' oan .lone wttbol1t IIIWIIl 1 I 
aUUol,l1.1:.y ginn 1:1\61.11 6guU.to/!!( ~mcl aupetV110ry ,,1&01t.:/. I' I j.. . I 

12. lIawever. in an unf vOIItable count:~ IIetHnll, l"l:b lQ'rf regillatory l' r 
capacity, ~~or diffieu tie, may arise, particlllailY with ~ ttanl'lC ot, ' 
owner~hlp 1n non-compet t~v8 elCtota. ~perience IUJ9t ati ~.t eou.t.tie. ~~ f'. 
sUdh situations may f1 it. appcopriate to utart itl l~ll-acll ••• 1 •• a . 
tt$ftafer of manage~enl: rran~ements for large-sea II !nterp~illl, IUGb .1 
nanagomant oQntrao~s, 1 •• 11'19 and operat~n~ oono •• a1,n5, togeth.~ v!th th~ . 
e8tablie~~nt of an app optiate regulatory framewOrk tQ p~oaCte cQmpetitL~ 
and to safegulrd QonSum t welfa~e. suoh meaiu~e.:Qa\ .erve .. ~ •• f~~ I . 
prep~ratory stepa to nersh1p trlnlttfa. ! . 
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- , - I. , I 
ll. tn the counttl~s un ersoing the process of trantltion to a =-rKlt 
economy, ~S5 pciyati~~t on is under consideration1o: nl. been l&uncP,O. ~~I 
oould take several formsl transterring ownership ~o the ex1.tin9 manaqer. ~ 
wo~kersl turning enterp ise~ lnto jOint G~ock cOrnPan~e~ lind dlGtrlbut~~ 
pere~nt~9~ Q~ OhArcl to .Ki&ttng mAn~gp.rfi and work~r51 C"A~ln9 DUtual fu ~ 
~ nolding compan.es, a d distributing their GhAr~S to the public, 
dietributing to th. publ c vouchers or coupons that entitle them to bid 
directly for a~t.s in i dividual firma - and Bcve~al vAriAtions t~e~eof. 

14. Against this baoks: und, the questions that ~Y bt l~drl.Bed· inolude' I· 
(II) Whit hail been he imPAct of prtvatiuti4 111 t.eul. of Bcal •• nd .. 

efficiengy gai IS 1n both ClompetiHve M'" 110 n'"COIIlpetitive mukets : 

Cb) What are the m jar tact:o'l whigh hav. inflUtnoed the to~mul.tlon 
implementation of ptiVlt1satiOn polic1ea,anl progrlmaes, lncludi 

, . \ 

i 
I 

~h, 8011e, PIC , sequene1nq and ~th04. ~f ~civati~ation, aa ~1 ~ I 
the selegtion ~I! enterprinlil tOt privati~at1OIl? • I~ 

Ie} Under what: Oic

1
I
um.t,nc •• would the cetorJ 0' cat10n&111!t1~ 0; 

pC.lbl.iCl enterpr IIU bl! a necell.a~ prt~r to~:t· step 'tol P'SN<4t:~Mt-&HOI""I~ .'. i\I, 
Cd) ~t tole shou d the State pllY in 'nt~r rlle dtvelc»mant .n4 in 

priv.ti.lt1oll?IWhet 1n8truments have be~~ uled for th. developme 
of the privlte1aector, fot th~ ptomotion of tho efficiency of pu 
enterprises an1 {or the implementation o~ p:ivlti .. Uon'l , I 

(8) IfIIlt 1l11lona m.jY be (ltawn trOll! PtiVat.1n~ioll' which havi e.u.~4? 

SELECTED ISSOrs or n!t,: ~;M~lON \~ 
A. I:hllt:iQn 

15. ided to prOCeed ,,1tl\ the +i.,at1IAUon 01: I" 
ente~pr1Be, a aeriel of BftUreS need to be taktn. ~Io.e 1nclgdt' :' 
(~) fQr~latlon of the pt at.tory aotion to be taK~ 1n advano, of the 
privati~atlon (Whether t pr1vati=~tlQO Ihogld be rt'~14'd by reattuctgri I. 
of tile onterpr.l:se. now.l: est .. ent:$, writlD'iI down of the onterpri.. II 
Uabl.liths, etc.), (U) choici ot tho IItlUII9 or ~r.II\.flC t:ICbniqUe/ii to b II 
«dopted (privlte lal.', ~bliO .uot~Q~, public Sha~1 offering., liq~~4at10 
followed by ulle of aSle • direc~ negotiltion., c~'t1tive bi441ng, ~o~nt 
VI1\!:uce8. lIal, of t1 oote harellelilillt to & at~llL"'41g :.nvllllt.or, voucher or l. 
othe.r: SO heme. eto.), (,U evalllation of t:he sellin lldee (detullWlltJ.on of,. 
market-blaed price throug compet~tive bidding, AlB t Valuation II II 

~Q~rk. Ctt,r.tfiation f the unit: Bhlre price et: .: J (iv, 'i~~~ti 
ot! any ~r;tit;\llllt cor.4iU II to be attached to the a.:.e (perfoclII4nbt 
r~;!."e~nl:a, p~oteotJ.on f employment durin<J a ape il:ill4 ~:1od, utenUon 

~ .' 

a golden" or priority Dh re for the Government, e .1, (v) 14entiC~~t~on I' 
any PM"tiC:Ulllt 1."uee raj, ed beaau .. of til. nat.ure f the entupr1fo, II' in '1 i 
t:bI!I ease of natunl IIIOno Ues or: publio uUlI.t:iGII I''014I1nc. ot ~. . I; 
oono.ntration ot! IIWIrl\et. er, enviroruMntAl pco~e 11111, etc.) J IlIld I 
(vi) to[lI\Ilation of II pub 10 relat:.ione or lIlilcet1n9 "t.ClLtec;JV (prOla9t:1~n of \. 
tri\M~lItency of the pdva illation tranBactiol'lJ pu.b~i(l e.planation of. ttla 
coata a~d benAf!t. of pri at1 •• ttQn, etc.). 

.' 
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n. 'I'he Un n at t vatizationl! 

16. While l/des' for cas ate preferable to d~bt. rtubUc o!fet.l.ni* Q~iwCl'I 
not Ich~.v~ their tl~98t owtng to weak flnanola~ ~y.tem.. Some Qoy.~~n 

I 

~, 

h~Ve further constr&ine4 ,the sales ma~ket by e~clu ln~ Or fDvoUrin'i Qertai 
100111 gtoUps or plaoing Irestriotions on ths patti lpation of 1nst1t~t1on. 
investor., finanoial ins~ltutionB Or toreign 1nV8.~or.. CQuntr~e. n.v. 11 
resorted to government 0 edit to finan~e ~~l~s, be au •• financial SYlt • .a I 
not atroni enough. the en ecpr.iaes ooncerned are no luffioiently attraotiv 
art4 the preterted buyers 40 not have the necessary fund.. Ways to ease i 

finanein~ constraints mal be needed in ords~ to AvJ1d tae .x~.n.lva ~se ofl , 
debt or n1ghly-leverAied sales. Debt/equity &wapa1can Gasa financ1ni 
conattaints and help to m~~Qve a oountey'. inve.t~nt ~l~tc, but their •• 
needs to be w!!1ghed aga1 81;. the alternative ot aeliing tlle uset and uaing '~ba I, 

ptoceeds to buy baok dob~ on I;.ha market. The ma •• ~v. tt.nafat oe public I 

a8eets tn thA poputatlQn!~~ lA:9~ ftll • mean. of ea4ir.~ ~inanQ1al ~'tf.in ' 
hall been undertaken in ~untr1ea undergoing the prtua of ~ana:i.j:l~ JO ~. I 

market econo~. P~lvate eector finanoing theo~~h i~~r_~f~.~. ¥ 
a~~~~ntD can provide another .out~e of 1nvestm nt tinance for 
infr •• truoture developm~t. Where ~etception. of co~ntry r1.k ate high, B~. 
aSBlatlno, r:om internat anal age~01es ~n4 b~later41 donora in gaining ago, •• 
to finAnQi~ market. may be needea. i 
c. • I· 

1011$&1' npestB of er1Vlltillation! ,I 

• I, 

be dLveBted, ~at be ana y.ed in order to aete~min. \bethel they allOW ' 
17. axieting 18i1'lat10!, as well aD the legal at.t~. of the ent.rpti... ' 

privatization and are co sistent with the GOve~~e~t'a ob~eotives, ot whet '.e 
they need. to ~ al!\enCl~. LIIwB may nae4 to b. onactr: to lboUab Ii IIOnopoly i' 
regulate or 4ereg~late t e seotor concerned, steen tten the co~n~ry" oapi a1 
~rk~t~, authorile the t ana~.r of the enterpriae 0 the private 'Ictor or 
organize tne ptivatlzlti n procI" itaelf. Suoh 1 WI can allo influence t i 
dec15ions of foreign inv stOEl. 'l1hia i. an import nl, aonaldu.tion 1I'here 
externa~ cap1t~1 is neeCi 4 for the privatization of ]a~ge~.oale enteiPtial ; 
Where the legal 'tatus 0 an enterp~iBe ~e8 not &11(~ oc faOilitatl 
priyati.etton, a change ~ the atatuS will b9 r~ rfd (e.g. : 
corpor.ati~at!on). If th ownership of a •• ,I:a il d 81~t~, tba ~1ghta of 
contending parties muat. clarified and an effiei nl. ~udloiary ayaclm , 
eMuHng effecti.v~ lec;al entorcelllent 11 nee4,d. ~,;.119 the ilBplelMntat.ion! 
stllo;e, le<J&l 1uu .. 1nol~ding the a"OidancQ of cO~fl:,ol:a gf tnterea!: 8114 • 
treatment. of the ent(lrprise ore4itou' 'ighU will nuell to be addreslle4. 
Following cOllPlet!on Of he ptivat;l.ntion tl:anllac:t;t.oll, legal sa£el!UI/:di " I 
nquitll4 in ot4et to ella to oompl.hnco, with !:he t;etllli ()f tn. p.:ivatiaaUon. i, 
1I;1I_Ilt.a. 'l.'be 1:89111&1:0 ftUlflWOtk.lf allO l:Iav' 1:(1 be .4~\l.1Ie41 ~I ~~l '#
pr ivate en!;elp!:' 18ca to de elop, while sa.fe<:!lurding OhSumU 1Iel£al:'e sh<l the: 
pubUc intl, .. t. 

I I\! 
D. SUPe9r~ It~asllres ~ ! ,I 

l6. Mothe%: set of iSSUIS relat;es to tllQ ~sl'Jn Q privatisaUon. p,j)g~ :.1 
in oeder: to 1II1n1111111e al\Y adverse social impaot. 111 ggne.rne tMo .ujlpol: ' 
measures that an needed and thair: Unancin<;. suo~ l\ei\lUI:CI lay 1ncll.lC1. i 
retraining progruunes co pled with employllent orea~itln, leYlu,noe packag. j 

financial 1ncent1ves for the ct,ation or email andMI~lum-ais~ent.tp~~lt , 
unllmplOYlllenl: 1nil\lunoe at~ other dements oi: ttto 400,1.1 aalllty 'net, 
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i 
!l. In.l!.ttuUo ,,1 arra elllenta I 

I 
H. %nl$t!tut!clI\al atran E!1I1entll ItlUJ. nse4 to be est!lIb:.l,shed for till p),lIInn1 
no!Igot:i.aUI'l9, imp1eimllnUt on an4 lI1onHo[ing of pr1v~HllaHQn AU'lngementa, 
wnUIl! polioy reeponll1bJ.1 Ues fa" privatization Wi~l .,eed to be vQ4td 1n 
oentral lIutllont:y .,ith a leat manc:!a~e, 1S1.lUioient jaut.Ollomy, anoS De~y aCe! 
to ~op deC1.ion-m.kera, lementation task. m4Y b~ d.c~ntral1teQ .to ~tber 
entit:ies operatin'l Ul\del the IIl1perv1e1on of the (le~trl,l Illlt.hority. OerU1 
prO¢,~urea and criteril y have to be estab11ahe4 ~o% 'valuatin~ ·th* 
perform_nee and re~ults pr1vati~.t1an ptogramme~1 jnol~~in9 their 
political, ~eonOQio and, ill dimensions. 

r. 

G. 

21. 
I 

In the l1qht at till!! l:love, the questiona t:hat:: lI\IIy be addressed il\Cl.~ 

fa) 

I' 
:' 

., , 
• 

P. 12 

+ 
: , 

I" 
: . 

. [I 
, i' 

" 

I' 

(b) 

(0) 

Wh~t are ~ te hniqu,a which have baen u~ for Pt1ya'1~at~on1 
What les$Qnl lIA be ~tawn ttOlll t:h .. ., 'IIha~ Ij.ltoreaten !ssuu MVeI 
arisen and how ve they been dealt with? 

Ifh<lt: partioular nUei have been rdsed i J 'l'eC:1il0 •• ollau 01: 
area., '.9. t~a an4 ttade-related le(v1~. such II ~r~tin; I 
dill:d~ution, king and In'l.u:lnc:e? Wbat: 11,.aOl'lB may be l'lu:'ne4 . \1 
trOlll prlvathat! progUTllllel in !Such ale'~? . , 

, . I,' 

.\ 
I , , 

, , 

: :\ . , 
I Khat put1eulu nues have !:Iun railled 1nl tile =-lIf of til. 

privatintiort oj! "natuul monoi>QUes" or puhUt: enterprise' which 
enjoy II. monopoli.tio or 01igopoliat10 marktt a1tuat1on? Can 
.,nplZ'lto~y IIOUbn break up IIIanopolies or ~"ll11l1e tlJlltr; ~t. i ' 
without .ublltanl:!~l lose ot efl!ioienoy an4\IH:.l.e-ec:onOlll1et? tillll: I I 

(cS) 

nt~IIUd' IIlv' rCOM neeenary and Whl0h: bava· bINn'I~~' , llf'~ ',~'. 
Whit. hili been I:h~ axpu ien~ r~ardiM ~111 fl nllnc1ng of I 
prlv~tization? Whit have been the resPtOt~~' tole. of ~~iq t I' 
t1nsncial inlt1t~t1onB Jnd cap1t.al zarkttl al4 o~ fo~eign 41,.01: ,. 
!nv .. tMnt in tht l'rivaUllltion proces.? 1:1.1: !i'llrUoul&r. 
inet:~nta h.vel~en uaad tor tha mobilil tion ot bOth ~.tic I 
ext;.e.:nAl tdQII&'O.1I and with wbat nlulta? Whl: hat .. b!lell ~be:tOl.lI fll 
multilateral and lbllat.eral ~inln¢ial inati~lIt1on.? What haa,Da.n I' 
the CQftt~ibgtionlot pEival:iBat~Qn-l~ wi4'~ lbate ovne&'.hl~ to .,; 
4om~~tla resouroe ~b11i~~t~on? 
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C.l m,/l~ 1.e<J1l 1& 411 havCI been u.ieed !.t\ ,,~ ·'=.~$uHol\. !~ I 
imple~nta~1Q an~ follow-up of th. p'i~.lL$a~1Qn ?'OC~'D1 Wha , 
le9~t inlt~um nta have had to be enaQte~? Given ~ t~~~con. 
proce$s Of en ct1.09 lew8, how hi' th"t ~:ol.a. IfCoct.4 tQI 
t.metlble tor p~1vat1~ltlon? 

If) }loll havI ptiv UuUOI'I p~ogral!lme4 been designed in od.t to .lIJJ: •• 'r .j 
their a4nrll' a0<;l1l1 il\\pact'i' Khat:. AUPpfct II"'II.I~" han beon 1.Ip' ~ 
and how haYI hey been !tn~Q~? . 

Ii) What il'\st.itl.lt onal attiln9t1Ml\tI 111"4 1nahtut1ona hlI.ve ~Qn 11 
Qat&~11.be4 f t tho planniP9, negotiat1!g. 1mpla=lntation an~ I' 

IIIQnitocing 01: pr1vlItilllticm? What h •• nl !laY bt cS:alfft !tOlll D"Pb . 
IIUlIlIgement.a nd 1n!ltitutl.ons, pa.tUc1.l1 l.y all reguda the , . 

t'IIPQn'1bili~ 0 Ind implementation task ? , l.' 
(11) Wbat PIOCedUt II an<\ or1t.cda have ~,n LI~ .t~ ~~~!;t.l .. ,. J'IM' ,jjiH.i~ ~ 

tVI1Ult1ng t perfor~oe and teaulta bf pr~y~t1.at~on p~ogt ta? 
What we19ht as been given to POlltio~l D~ ijoo1al cQnsidera~ionB, 
in addit.on econoa1o on~s? , 

(1) Row illlpOrtan are ehange of ownersllip,lt:h! Bt:rength of ~tji1l' I 
forae. and t • qUI1~t¥ ot ,over~nt r~ul.tiOR a5 t«otOI. in 
achieving ef ioienoy gains? What func~ion. does c~tltloa ~iQ1 
!1.I1U1 in til pdv&~hatl.cn ptCIQ ... " ! 

~ 
I 
II 

IV. OWOUtZ1l'rtON or ll.t 

22. In ~ine with the .. rms of I'e!etence, ana iffi'O'd.r bo takt ~nto &CCQ ~~ 
the diveI'dt.)' of count. 'i 1l1tl.lal;.~ol\. an4 $xpet1en etl, the Qth04 of work f I;.h 
W¢rking GtWP IIboul~ balled on lctive part1c~ t:.on ot nltiooal ~rt Its: 
dtve1.oped count.ties, c ntHee undergoing t.he PI' liS' Qe trana1t1gn to ' ! 

m.atket eeonOl'Y anI! dty loping c!)unt.ri .. It 1!1~1!.~."t levell' ol! d .. vel to. 
\lieU as the partl.e1pot an oj! teplelent&tlvel cfln.;etnatiOllll 1n.tiWt.l jI, 
ptivate entetpriaes, t ad. un!on~, the aoqd~ie ~~n1e1' bultn ... 
,as¢oia~ionG ~n4 QthQt,nQn-gqyetn~~n~l ~~9~L~ 1)ft1. ~11 b~0I4-ba~ I 
P.tt~clpat1on Of ~~~5 .ill ~ in5lru&ental 1. t\. 'l.ICoe8.f~1 QqtcOme~e t~ 
war k of t.hll lIork1.ng G'jUP. , ~ , 

23. In •• tabl1sft1n; 'ta waCk p'cgt~, the W¢l'k1nv aroup WQQ14 3~ t , -1" ! 
~eoilicnl It itl firs le111~ 1nvolvil\91 ~ 

- c1~"wing u~ f priorid.a ~j\9 the. is 1.1." lOa U ~a.a';!':'~/1j - I . : 

• 

ttzln~ of f ~u=e 't.11onl' 
saqgena1ni t the auppor~1ng york oe ~( 'ecte~tl.t, I 

a 
and teptele tati1tes ot inte,nai:£onal NIUl:utlonll, I. 
teqllt'ftt.8 to 1npl1t:s ftQ(ll haticmal. eltjrl:', nOI\-<ioveZ:JlMl\tal. • 

ou~Utle. ot! coQntry IItud1e. fer cQlllpa l!:~v" atI&1ya1.aJ I , 

atrangcMnt for ~h. presant:lIIl:ion of l\al :101\&1 pl.ln. anI1l'ptC9~ I· 
fot pri.vi!ot.i &I:1on 1:l1l': p"U,. 5 of the· t'ltEd of r.ftclI~11 .,.;. 
identifieat en of area. in "hioh tlcb/lilJll ~; .. t.1oIi o~lAl '1"1" 
It.uMt.hene (all (lU&. a of tho t.er:*, ·)f refereno~J I Ind ! 
~l5l1ible ee tin.;! up of ru!~rtll 9rol.lp,!~ ! 
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1111:t~., it will, b9 reoillll,:hat, whUe the ~l1ati ~ 
UAli ted to two 18&t&, the ;~'l IIlIS to III lI~iJl~ At 

highly technical. Some Qf the 1'8ue5 ~nhioned 
tisattoft t~ohniquee Qr Pt~Vltlzat1on 'taulta and I' 
len~ thameelyes to detail d exa~nAt1on by ex~rt , 
nt cou~d be recomm'n~ed tl ~ the oonQido~.t1un of tr 

2~. In order to exped1t 1t~ work, the Wor~in9 GtEi may wilh to,devat. i ~I 
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FigU1'f:r: NWf'liHr 0/ SOEs 
PrivatU.ttl WoNJwUk by Rtgio"z, 1980-1991 
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FlIUI't JI: DeHlopint Countriu: 
NlI71Iber 0/ PriWlliud SOBs by Rtp,1I1

, 1980-1991 
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Fin Mark Research, Inc. 

Privatization by Industry 
January 1992 • August 1992 
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An ~nalysis of year-to-date privatization tra.nsactions by mdustry 
sector places the banking industry out In front with S8.6 billion in transaction 
volume. Mexican bank privatizations alone accounted for nearly half of the 
sector total. 

The petroleum industry received a considerable boost from the 
Treuhandanstalt's privatization of the Minol Minerolhandel service station 
network and the Leuna-Werke refiDlng activities. The $4.5 billion transac
tion is one of Germany's largest to date and included French and German 
corporate investors. The petroleum sector accounted for almost $6.1 billion 
in transaction value during the period. 

Other industry sectors with significant privatization transaction values 
during the period include telecommunications. S3.9 billion: automobiles. 
S2.5 billion: power utilities. S2.4 btllion: steel. S 1.7 billion: insurance. S 1.2 
billion; and cement, SLO billion.-
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Regional Distribution 
of Privatization Activity* 

Latin America 
22% 

Western 
Europe 

21% 

9% 5% 

Eastern Europe 
43% 

Asia Other 

*January 1992 - August 1992 
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