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To: Jim Waddell{cc Andy Cao)

From:Ed Harrell
Subject 1UNCTAD Working Group Program on Privatization

Ref: Monica MceKnightts fax of 11/10

Thisg UNCTAD secretariat background paper is circulated to assist
the participants in the working group on privatization to set a

work agenda and priorities at the group's first meeting, Nov 30~
Dec 4, I do not know whether State or AID will represent the U.S.

The paperts definition of privatization is quite comprehensive in
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ermns of technlques(pa¥asj, COUUYL o Curvims =.,
suggests the authors are equating privatization with the sale of

assets and shares—-the transfer of ownership. This two dimensional
analytical matrix framework for Ldentifying privatization
opportunities~ competitive and non competitive industries and
enabling and non enabling macro environment(the same as used by
the World Bank in its study Privat on:The lLessons o
Experience, The World Bank, Aungust 1992) leads thea paper's
authors teo 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 ¢ases should be preceded by contract
managenment, leasing and operating concessions. (paral2)

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

2

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

The menbers of the working group will represent countries and
country experiences or non-experiences. They may or may not be
knowledgeabhlie about privatization-broadly defined- in their own
countries except perhaps in terms of policies(politics) and
sales (nakes 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 cit.-are
systempatlcally 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
“imst2en cunresses and fallures in generally non-
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/' The working group could extend the in-depth analysis done by the

World Bank to document in measurable guantitative terms
privatization successes and failures in generally non-
conpetitive- 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 which are always troublesome to countries
contemplating privatization programs, e.qg., how governments have
handled the provision of services to lower income groups when
improving the efficlency and reducing government costs in
providing water, electricity, solid waste collectlon services to
poox people through privatization efforts and how governments
have handled the redundant labor issue in non-growing economies
and how government have handled the c¢reation of regulatory
regimes in administratively thin governments et al. These
gquestions asssume certain objectives of privatization-or
contraints-which, although important, may not be universally
accepted(may not lead to reducing the nationsts debt), but they
can be documented in terms of design and implementation stages
suggestaed in the study. Not all countries will follow Chile and
relace the management of state owned enterprises before
privatization or Argentina in allowing train service to stop
rather than continue to provide subsidies before privatization
was undertaken. But as countries they succeeded in these efforts.

Many of these arecas are alluded to open ended guestions posed in
the UNCTAD circulated document, but the way they are posed and
the methodology and definitiong of the study will lead only to
antidotes, not insights, to the countries most in need of advice
and models to help them in thelr privatization efforts. We should
encourage the working group to spend the time and effort to
gtructure 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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To: Jim Waddell \f(\ a—\’J

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 & ¢, 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.



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.11). 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 define 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. ¢, p. 11).

ISSUES

Impact Analysis. Discussions could cover the importance of having impact projection prior
to actually 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 fwo 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. ¢, 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



delays in the Hab River project in Pakistan and other projects in Turkey after hundreds of
millions of dollars spent.

Another aspect related to training is the need to develop entrepreneursmp in the LDCs as
well as managerial skills.
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[ INTRODUCTION . '

!

|

|
} - | . % ;
1. On 7 May 1992, thel Trade ana Developmont Ba*tﬂ adopted the terms of :
refgrenco of the Ad hod! Wurking Groun op Comparative Bxpeziences with '
Privatisation (decision 398 (XXXVIII), annex Cj. U:rder those terms of v :
teferent, the Working Broup should review the expel iances of ccuntries th ,
Privatizatien, considet' medium 2nd long-term objeptives of privatization '
Procensiag, consider fackors Pertinent to the desifn and inplamentation of!
Privatization programmes, slabdrate, as posaible uidelines for yolicy-makeza,
basic elements for cons derakion in formulating privatization Programmes mnd
Plans, and secve as a fhpun for the presentation p# national programmas ang

Plans for privatization an well ag for the excha ge and dissemination of;
talevant infermation. {

- A
2., In ordar to facilitate the kask of the ¥arkify Group In forpul ting '
WOrk programme and sething pPriotities, this note dentifies the :E ismy "
which could be adaresmed in compating experiences)wibh prtvieivati ot !

3. The terss of gofer nce of the wocking Group Sugjest several possidle|
Components in the work progratme: t- '

i
(2} Datinition and chojce of she objectives |of privatization;

(B} Pantors partident to the desiqgn ane implemmatien o ptivatisation
PLOCCAS | : '

(e} Bome gelected |isaues of privatization, | %

4. The main issues thit may be considersd in aximi:sing each of thass !
componwnte ara indicakad balew, In zoch Caldw; & Lricl wutline pf che iasqen
is given, followed by a iset of telated queotions which may help expar:s &5
Organize their contribukions in the light of their oim expertize and _
expeériences, The exchangs of natienal eXperiances ‘is a parvicularly meo:ilnh
aspect of the work of tHe Working Group.,  The noty cumoludas with soms
obasrvations on the organization of wock,

i
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. I, OBJECTIVES OF PRIVATIZATICH \ ‘ l {j_/z
8, Privatimation is a kpy alement (n an overall skrutegy for the - ol

reatcuckuring or refotm of public enteeprises, and pe private magtor
davelopnent. It is underthken for many ceasons and Anvolves varicus wethods
ineluding tzansfar of cwnarship of an entarprige b, the private sector or o
its aggety following liquidation, partial privatizabicn through sale of
minarity shares, and privatization of management thfough mansgéfent oontree A, b
leasing and conocessions, jAmong the goals often eitdd arey esnhAncement of

entearprife performance, of competition and of the effijziency of resouzcs ¢ l
Allocation) raising of £isgal revenusy gensratien ¢f privete investoent, | }
including foreign capital

reduction of financisl dnd adminlatsative burdens
fih the State (or redefinillun and reduguian of the foly of the Stake in the .,
economy) ¢ rasionalization lor restructuring of partiqulid ¢CONGRAG HEQROIS)
development of the privatd ssckor and the domastic dapital mazkete; oreatd
of wider ahare ownership (populsr capitaliam®); and umployment creation
through increased investmeht ard growth, Governments lLava algo undertaken

privatization programmes lp the context of shtuutur;} 1djustrent or econoaid
liberalization programmes,! ' .

.
3 H
] ]

li

¢. Ax the goals of priva
insagpat{hls sbjectiven at
Widaly disperveed share cwn
efficiency may be compromi
corporats govarnance, The
coenflicting objectives, di
sfficiency enhancement and
raiging. The taak of th
appraopriate to the objecti
invelved (aee paragraph 10

ization may conflick, effpris to acoomplish
the aame time paY result jn nens being aphiaved. ,
czhip xay be an importanticcnaidecafion gut. ]

ed if puch ownership ifitelferes with effgctive
tagk &f kha Governmant isite olarify and Balance
tinguishing between primaty cbiectivas like
shorter~term considesabions 30ch as revenis
Gevernment i% also to ch%oac the methed mogt

A

t

t -

e to be puraued, taking ilrfto account the Ixgtors

7. Privatization in the

napket sconony qiffersy gre
maggive and comples undert
propetty, cwnership, title

cuntries undergoing the péuc!al of transition to
tly from othey sitrcakions., It involves a wora
king in a context whens 53\: pts of sarkat pricea,
and contract aré still ned aid vhere institution )
building in legal, commeroilsl and financizl spher4a i ILL1) at an sarly
stage. The aime are &lse &ifferent, being mote ovartly soclo-pelitical chan
¢loewhete, with privatizaripn being viewed not merely ail & todl to ehhapca .
efficiency hut as the prinsipal inatrument of the t:arsfornation procaspy ‘.r )

itpelf,

8. In the light of the ab%ve. tha questions that may he sddresxsd inoluder

(a} Whak fackora havelled to decisions to privafire? How hag the ohoicL
of ohjsckivea apd: privatization metheds been éatermingd? To what !
extent have they §ddressed tha problems ko ha sqlved? |

(bY  What hava been the mediuzm and leng-term chjdctives of pziv*tiiatinh!
programmes? What|factors and gonditions hays facilizated o {mped
their ¢ffective implementation?

{c) WNhat has baan the [relationship of structural adjustment ot spgnonic

libaralization programmes to the performance of privaeization
prograrmen?

L

! ; - p
: BT i |
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{(d) Under what cirqumstances are regulatory gefirms to promota
competikion et [the reform ot rationalizagicn of public ente:pfia?‘,
an appropriake lalternative to privatization?

|

I1. DESIGN AH? IMPLEMENTATION OF PRIVATIBNEIQN FROGRAFMES

! 1 .
9. The saperiances andiresults of privatization aze nixed, As vegards t+J’

Acale and pace of privatization, it is still modest i1 momt developing '
ecountries, with more progress baing registered in the larger or highwor | .
medium~incaome developing lcoyntries than in the smaller or low-incone '
developing ¢countries, an+ progress being lass advapcal than antisipated in! the
countries underxgeing thelprocess of transition to 3 mitket economy. As
regarda the entecrprises privatizad, there hag been faster prograss for small
and medium-aized enterprises in competitive sectori than for large-scale
enterprises in non-competitive sactors, Howaver, khe World Bink hae reporfdd
that the last two years Rave seeén an increase not only in the nunkar of la
publi¢ enterprises being(sold of readied for sale,|but aimd {n the nimbet
countries underdaking pe *Lchrup in the pack of !

vatixation, as well as a
saien. &/

10. Policy cholces concerning tha scale and pace of privatisation, the
enterptises to be privathized, the methods of privakization, as well xs
priorities, are country-specific. Thay depend LntEr a on the governwenk!s
objectives, the sectors and eaterprises which are joit 1n need Of few
investments and efficienty inprovements, and a numbet of factors which affpet
the degign, implementatibn and outcowes of privatipgation programmas. Thes
factora fall inko two cakegories. One relates to Rhe nature of che marke
into which the enterprisk will be divested, i.e, whather it is competibive oe
non~competitive., Tha othar set of factors concernps the conditions in the |
country concerned, inclufiing its overall maczoeconhaie policy frmmework [il.e.
whether it is “marke: frilendly® or not), itz legal fiamework and regulats
and supervisory capacityl the size of its private meckor, the avallabilicy of
Ranagerial and entreprengnrial akills, the lovel of (evelopment of its
finanoial institutions capital mirkets, the leve.. of intersat of extermal
inveators, and its pelitical and accial conditionk, J

in

1l. In n favourable countiy envizonmant, the aivd:t;hu:e of an ankterpris
a competitive sector mayl require no more than adeguaie attentien to |
transparency in the transastion, plus the ramoval iof any inappropgiate .
regulation or price contizols, In the case of nopn-conpetitive sectors, the .

ilohe witbout mugh

gany high~ and middle-income countries, this can !
ajmoity. | KR

ditticuluy given their fegulstory and aupervisery
i
12. Hawever, in an unfdvourable country setting, wi:h low regulatory

A regulatory system to prokect consunat welfare a%g +he public intedeat.

divestiture of an snterprisé will need to He precdded by tha astadlishasny bt i
L &

capacity, najor difficulties may arise, particula 1y with the tranafer of | .
ownership in non-competiltiva sactors. Expetiwnce{sujgests that coustries 34

sush sitvations may €ind it appropriate to gtart wit: spall-acale sales a
transfer of management arrangementa for large-scale nterprises, such as
panagemant contiasts, ldusing and oparating aoncegfaisns, togethex with nh;&
establishment of an apphopriata regulatory franmewdrk to promote copatiti
and to safwguard gondumdr welfare, Buch measures’cat derve ag useful I
preparatory steps to oWnetshlp transfers. \ b
' g BEST h
AVAILABLE
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13.  In the countries unfergoing the process of brpneition to a HALKet

oould take several fFormsit transferring ownership ko the existing DARAGOCE
wotkerss turning enterprisea inko joint stock comtnniag and distributing
percentage of sharcs to hxisting managers and work

Gud holding companies, apd distributing thair sharps to the publicy
distributing teo the public vouchers or coupons that entitla them ko bid
diractly for shaves in {hdividual firms - and sevefal variationa thereof,

économy, mass privatization is under consideration! oz has besn launched, 3;:

14. BAgainst this backgrgund; the guesticns that nky be addressed. includes

{a) ¥hat has been the impact of privatizatioa in terms of scale and .
efficiency gaihs in both competitive and'hon~competitive mArkets'

(b} What are tha mixjor factors which have influsnced the formulation
izplemantation!|of privatization policies:ani progrémmes, includi
the scale, pace, sequencing and mathods 9f jrivatixation, as wel
the selection ¢f enterprises tor privatijation? *

1 * '
{¢} Under what cirdumstances would the geforgy oc¢ :ationnlil&ti ot
public enterprises be a necessary preparjtory -step 'to' pi t*llt

{d) What role shoyld the State play in enterprise developsant #nd in
privatization? ivhat instruments have beer] uied for the devalgpmen

of the private lsector, for the promotion of the efficiensy of pudile

enterprises and for the implementation off privatization?

{e) What lesscns mdy be drawn from privatizstiions which havd !‘iled?

SRLECTED ISSUES QF PRI%HTIZ&EIO&

t

15. Onoe it has been de

ided kg procead with the privatigation of an
entecprise, a series of

asures need to be tgken. | Thase includet

(1) formulation of the preparatory action to be taken in advange of the
privatization (whether the privatization should be priceded by restrupturi
of the enterprise, new investments, writing down of] the enterprise
liabilities, eto.)y (ii)| cholce of the selling or trunsfer techniques to b
adopted (private salas, iEbl:c avetions, publio shatu offarings, liquidatio

followed by gile of assets, direct nagotiations, coppotitive bidding, joint
venturas, sale of b oore pharahelding to a steabteyid .nvestor, vouchar or

rs; creating watusl fuhdk |

..

v ——
-

AR

other achames ete.}y (1ii) evaluation of the selliny price {determination of &

market=hased price through competitive bidding, asset valuation as a hh

i

banohwack, determination bf kthe unit ahare price atf.!'} (1v)':dihtftrchti
of any packicular conditions to be attached to the sale (perforxan
roquirements, protection of employment during a speciilied period, ratention
A “golden" or priority share for the Governmant, eté¢,)p (v} identification i
any pacticular issues raifed because of the nature of the antezprise, as in
the ca4e of natural monopolies or public utilities {avoidance of the .,
ooncentration of market power, envirosmantal protecticon, etc.)y ahd

(vi) formulation of a public relations or marketing|stcategy (promation af
transpacency of the privatlsation kransaction; public suplanation of. the
tosts and benefits of priyatization, ete.).

i -
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¥ a, The finaneing of E:ivahizationﬁ/

16. While sales for casli are preferable to debt, dubliu offezings often
not achieve thelr targatg owing to weak EFinancial #syskems., Some Sovernaen
have fucther constrained ithe sales magket hy excluging or favouring c=ttal
sooial qroups ot placing [zestrictions on tha pattidipation of institations
investors, financial inagitutions or foreign investora, Countries hive al
reforsed to government cfedit to Einanve sales, begavse financial systews
nat atzong endugh,the entflerprises aoncerned are no¥ sufficlantly atkracktiv
and the preferred buyers 'do not have the necesgary funds. Ways Lo ease
financing constraints may be neéded in ordar to avoid the extensive use of
debt or highly-leveraged {sales. Debt/equity swapd'cen eass financing
constfaints and help to improve a country's investpent ¢limake, buk their

needs to be weighad agairat the alternative of selling the asaet and using|the

procesds to buy baok debt en tha market. The massivc transfet of public
asseta to tha population iat largs as a means of ea

hag been undeztaken in cduntriesd undergeing the gr ess of branaitiod to 4
macket econony. Private|sector finanoing throug 1 14=Opecatomti . §
arsarsesants can provide{anothsr suource of investmant finance fog

infraatructuze developmejt. Where perceaptions of dountry risk aze high, =8
aspistance from internatfonal agencies and bilaterdl donors in gaining ace

to financizl markets may lbe needed.

c. Legal: aspects of priqghization !
1

17, Bxisting legislakiod, aa well as the legal stitus of the -nt;rprictn
be divested, must be analysed in order to determiné whethef thay allew

privatization and are cojsistent with the Government's objectives, ot whetlidf

irg Linancixl constyain

Tiwy

?‘.‘.:

a:

thay need to be amended, [Laws may need to ba ehacted to abolish 2 monopolyyi-
cequlate or deregulate the mector concerned, atfengtlen the countey's capitdl

markets, authorlse the tiansfer of tho enterprise to the private mecktor or
otganize the privatizatign process itsslf, Such lwt can also influence the

decisions of foreign investers. This is an important. consideration where

external capital is needed for the privatization of large~scale antarprisnr;

where the legal statuys of an enterprise does not alliw or fagilitate
privatization, a change {n the stavus will be required (a.9.
corporatization}, If the ownership of assets is dlsjuted, thae xights of
contanding partiea munt clarified and an efficient. judiciary systan

stage, legal issues inclading the aveidance of confl:cts of inkerest and
treatment of the enterprise aoreditors' righta will' nued to be addreased,

onsuring effective legal enforcemant (3 needed. D;r:.ng the implementation!

ajreemants. The requlakory framework may also have
private enterprise to deyelop, while safeguarding
public intetest,

cequired in order to ensure compliance with the tatun of the privatiration|

bl

to he adjusted; o

l

Following completion of ?:u privatization transaction, legal safeguapdh ar

D. Buppsort medsures
1

’ i
18. Another smaet of iasu[a relates to the design of privatizstion prbgy

in order to minimize any|adverse sccial impact. il oongerns the shppor
measures that ars nseded

retraining progranmes co
financial incentives for

unenploymeant insuzance aTd other aelements of tho sba.al safety net.

pled with employmant creskion, seysrance package

8EST
AVAILABLE

1

akd
cnsumer wealfarce nkd*the:

the creation of small and mediun-sized entatpllde

1
E

®

- pm w—

!

and theiz financing. Buch neasures may include IL
i
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», Instttutional arrangemsnts

19, Institutional arrang

negotiating, inmpleamentation and monitoring of privgtiiation arrangements,
While pollicy responsibilities For privatization wi

central authority with a klear mandate, sufficient [auloncmy, &nd caady acao
to top decimion=makaers, lementation tasks may bef deoentralized .£o Other
entitles operating under [the supervision of the centril authority. Certiin.
procedures and criterin may have to be established Fax evaluating ‘the

pecformance and results privatization programnes, including thedr
pelitical, econocmie and speial dimensions,

r.,

20, The privatization of| public utilities and services in néii~competitive
narkeds, such ag telecomm
relationship of regulatio
conaarning the desirabili
possibility to achieve ma
guins of affegtive compet
role of competition poli
baaly communications sagv
whara conpakition is poss
compeatition and in safequ
privatization {8 undartak

G,

tion, cequlstory Ceforms privatidatibeg]- the.
in separating natural opaly activities {edq.

bhle; and the role of regulation in enkancing
tding oensumer welfara where full or partial .

Yoasible issnex for

|
21, In the 1ight of the gbove, the queations that xjay be addressed includag
(3} wWhat are the taghniques which have been uJea for privatkization?

What leasons nay be drawn from them? What| vaforeseen iasuas hava
arisen and how Have they been dealt with?

(b) What particular
‘raait .lq. hl‘d
dimstribution,

from privatizati

ssues have baen rained 1anueciﬁlc asgtars or
and trade-related services such a8 marketing &

programnes in such areap?

|
(o) What particular lissues have baan ralsed initha case of the

sments will need €0 be establ.ishad for tie plannirgﬁ

1 1eed to be vasted {n ?;}

nicationa and pewer, raisgs questions conhcerning the
s competition and ownerahip., Thay inclufle guestiems
¢ of change of owneraship whera there is ho . e

kat competition; the raldtiva impact on l!?ieienﬁy

ves) from activities (w.g{ ssle of user dgwiptunt]

king and insurance? What: lussens may bs lencned |.

F. 12

1

privatization of
enjoy a monopoliBtio or oligopolistiev market situation? Can
prapazatary actiba break up monopolies or minimize their impact
without substantial lass of efficiency and}scale-sconomies? ¥hat
safeguards Have Pecone necessary and whmn\mwﬂ- been i adopkedp |

{4) vhat has been thé experience tegarding the financing of
privatization? What have bean the respective roles of dopastic
financial institdtions and capital markets atd of foreign Jigeot

“natural mencpolies® of public enterprises which K

instruments have|been used Zor the mobiligation of hoth dgmestio
external zesou:cia and with what results? IWiat has_ been the:role

multilateral and (bilatezal financial instifuticns? What has been
the contribution !of privatization-led wided ihare ownarskip o
domestio resourcd mobilization?

] ' . BEST
t ‘ AVAILABLE
i

investmant {n the privatization process? 4hat particular.

i
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1 (e) What legal isRies have been raised ia t-.iL sgeparation, '} Zc
implementation and follow-up of the privstlzatlon processl YWhat i '

)

legal’ instrumdnts have had to be epacted? Given the tiae-consuy

Process of enjcting lawz, how has that frossss aflscted the .
tipetable for [privatiiakion? '

(£) How have privatlzation programmed been designed in order to min ; ise
their adverse sogial impact? What suppoct measuzes have been uyad
and how have they been financed? :

{3) That imstitutional arranganents and Lnsfituti.om have Pean I i }
gatabliahed for the planning, negotiatipg, implementation and , . :
monitoring ofiprivatisation? What leaspnt may be drawm fzom auph
arranqenanta and inskitutions, particulhrly as regarda the .
centralizatioh or decentralisation of privatimaticas policy ) \
responsibilik |

¢ and implementation taskp? ) Db .
- (i) What procedurps and criteria have been kl'lﬁ far menitduing g i‘i:{fki#"h‘f‘&
S evaluating the performance and results bf privatization pregr 8?2

What weight has been given ko political ad soclal considecations,
in addition econaRic ones? ‘

(1) How importany ara change of owna:ahip.l:.ha atrangth of coxpetitiMe
forces and the quality of governmant rdqulation as factozs in

% achioving effliciency gains? What functions does cokpatitien poliley
£ulfil in thq privatization process? '

1
IV. ORGANIZATION QF 403: " '

! . 22. In line with the ferms of reference, and {n[order to kake into acee t l
the diversity of countky situations and experienpet, the aethod of work pg: th
Warking Group should based on active participat:on of naticmal expertp|fs

' davelopad countries, countries undergoing the prbcuss of transicion to . i
market econopy and Jdavploping countries at di.:tq:lut levels of devel 3
well ags the participaticn of representatives of dniernational instltuticom, i

i private enterprises, tiade unions, the academic posunity, busineas
associations and othaer! nen-governwental organizarine, This bmad-bnni y
participation of expacks will be inatrumental in &ie successful outcinme (oF the

) vark of the Working Group. ' !

23, In establishing its work prograume, the Wodking GZoup would need vo: Makwg
decisions at its firsy sassion invelving: jl

. . 1 ' . . ]
drawing up of priorities among the issues to he a'ddtln'aldi -
timing of fykyie seasiocns)
sequencing ¢f the supporting work of ¢he secxetariat)
requents for inputs from hatlonal eupt:m, nop~gavernusptal &

and represeptatives of international jnukisutionsy

{ ..
outlinas of{country studias for comparai:iva analymisp . ; ' -
- arrangenentd for the presentation of paiicnal plans amd| .pcog::p%n-

for privatization (see para. S of tha' turms of reference)
- identificathon of areas in which tachplual coppesaticn should ba
strengthanef {#ee paca. § of the tersa -)f reference); and [

«  possible sekting up of experts groupay |
: : BEST ¥ !
3 ' AVAILABLE i! ‘
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24, wWith regard to the latter, it will be recal Jd Ghat, while the Qurati

of the Working Greup i limited to two Yoars, the 151ues to ba ewamined ar

Ruherous and some of Lthe highly technicel. Some of the issuses mentioned
abovq - for example privhtization techniques or pe vitization zesults and
their aevaluation - woul lend thampelves to detailpd examination by expert
§roups, whose establishmbnt could be recommended fbr the conajdarption of

Bowzd.

]

25, In erder to expedith its work, the Working Gedup may wish to: dayote {
first sessicn not anly to organizational but pluo ko Substantive matters.

ald&mple, a Preliminacry digsoussien of Lhw jssues raised in thia raper weuld

halp the Working Group ih drawing Up its work progtanme and setting Ats
Prioritiaa,

XAt K

. .
| P l

Y Privagizagggga- The gdsaogs of sxperience, Honld tank, Country Beanamicy

Department, £ a4 S I

|

4/ 1n addressing this togie, the Hotking Group weuld benafie ftom the -
activities of the Ad hoo orking Group oB Investment) .nd Pinancial Flaws;
Non-dsbt-creating Finance |for Development; New Machanisma for Increasing

Investment and Finanaial lows, khe first seasion of] uhich i to be held fr
9 to 13 November 1992, T

i I
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Figure T Number of SOEs
Privatized Worldwide by Region!, 1980-1991
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Figure 1= Developing Countries:
Nuriber of Privatized SOEs by Region', 1980-1991




Figure 1IC

Fin Mark Research, Inc.

Privatization by Industry
January 1992 - August 1992
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4 8
Billiots of Dollars

An analysis of year-ta-date privatization transactions by industry
sector places the banking industry out in front with $8 .6 billion in transaction
volume. Mexican bank privatizations alone accounted for nearly haif of the

sector total.
The petroleum industry received a considerable boost from the

Treuhandanstalt's privatization of the Minol Minerolhande! service station
network and the Leuna-Werke refining 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. $3.9 billion: autornobiles,
$2.5biltion; power utilities, $2.4 billion: steel, $1.7 billion; insurance, $1.2
billion; and cement, $1.0 billion.®
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itribuio .‘
of Privatization Activity*

Latin America Eastern Europe
22% _43%

ulll“l"

Western
Europe

21%

.

9% 5%
Asia _ Other

*January 1992 - August 1992
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