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countries of the world. The Center for Privatization (CFP) endeavors to update this information periodically; however,
we fake no responsibility for s accuracy or completeness. The data have been taken from various sources, including
press reports, foreign govemnment officials, US Govemment cables, documents of the US Agency for Intemational
Development, and other muftilateral/bilateral donors, as well as our own project files. Individuals should independently

verity the information. Any updates or suggestions would be most weicome.
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INTRODUCTION

CFP’s Privatization Survey is meant to Mustrate the scope of privatization of state-owned enterprises (SOEs) in the developing world, with a special
emphasis on the activities of CFP and the US Agency for International Development (USAID).

The nature of privatization preciudes easy collection or quantification. The concept of privatization varies from country to country, as do the policy
and economic regimes in which it takes place. information s difficult to verity and sometimes conflicts with other sources. For the purposes of
this survey, a completed privatization (in the case of divestiture) Is defined as a government moving from a majority shareholding to a minority share
in an enterprise.

Tmmmmdammmbdwdqummly. A transaction involving relatively few assets in one country could possibly reflect

policy changes that will have a more lasting impact on future economic development than a more extensive program of privatization might in another.
This paper attempts 1o put the progress made in each country in perspective given these restrictions.

in addition to CFP's own project flles, the principal primary sources used in this survey were USAID Annual Budget Submissions (ABS) prepared
by USAID missions and the USAID Congressional Presentation (CP) for fiscal years 1988-1990. The ABSs for various years were consulted, including

most for fiscal year 1990. USAID cable traffic was aiso used.

Researchers interested in further information on privatization in developing countries should consult the following sources. They have also been
extensively used in the preparation of this survey: .

Berg. ENiot, and Mary M. Shirdey. 1987. Divestiture In Developing Countries. World Bank Discussion Paper 11. Washington, DC.

Hanke, Steve, ed. Privatization and Development. San Francisco: Instiute for Comtemporary Studies Press for the Iternational Center
for Economic Growth, 1968.

Vuylsteke, Charles, Helen Nankani, and Rebecca Candoy-Sekse. 1568. Techniques of Privatization of State-Qwned Enterprises. 3 vols. World
Bank Technical Papers 88, 89 & 90, Washington, DC, 1968.

Of special note s the work by Vuyisteke, Nankani and Candoy-Sekse above. The third volume's inventory of privatization was perticulary helpful
in the preparation of this survey, and the assistance of the authors Is much appreclated.



SURVEY FORMAT

Country Name

A country gverview gives general information on privatization in the country.

CFP contributions
A briel description of CFP's contribution to privatization in the country.

The following section gives more detalled information on individual privatization transactions. [t also includes state-owned enterprises for which
substantial progress toward divestiiure has been made and other significant activity. “CFP” in the left margin indicates the involvement of the Center
for Privatization in the privatization of this enterprise. Each record Is classified under the headings below, folowed by addilonal information, as
avallable, under the Nota heading.

Sector

Type of enterprise

Activity

PRIVATE SALE

PUB. SHARE OFFERING
SALE

MANAGEMENT CONTRACT
LEASE

UQUIDATION
MGMT/EMPLOYEE BUYOUT
PRIVATIZATION PLAN/STUDY
RESTRUCTURING
COMMERCIALIZATION

- economic sector (agriculture, manufacturing, services, telecommunications, etc.)

- brief description of goods or services produced

- type of privatization actMity, including:

-Sale to private investors, usually through auction and/or direct negotiation

_public share offering; offering of shares in an open market, often subject to certain restrictions
type of sale undferentlated or unknown

-contract awarded to a private entity to manage an existing state-owned emterprise (SOE)
-contracting use or occupation of a property for a specified period In exchange for rent

-0 abolish an SOE or convert ks assets into cash

-sale or transfer of assets to management or employees

-study or plan developed for privatization

-to after an existing system under the govemment control to enhance private sector involvement.
estructuring of an enterprise made to aflow for more market-based management (e.g., transfer

of a governiment agency to a corporate entlity with government as owner; break-up of a government
monopoly, etc.)

- includes other information relevant to the privatization of the enterprise.



ABBREVIATIONS USED

ABS - Annual Budget Submissions (USAID mission document)
AEMP - Advanced Executive Management Program on Privattzation
AGR! - Agriculture

CDSS - Country Development Strategy Statement (USAID mission document)
CFP - Center for Privatization

cep - USAID’s Congressional Presentation (annual)

DSTBN - Distribution

FY - Fiscal year

GDP - Gross domestic product

GOvT - Government

GO - Government of ___ (e.g., Government of Kenya - GOK)
IBRD - World Bank (Intemnational Bank for Reconstruction & Development)
IFC - international Finance Corporation

IMF - international Monetary Fund

INT'L - International

MDB - Multiateral development bank

MFG - Manufacturing

MGMT/MGT - Management

MKTG - Marketing

PRE - Private Enterprise Bureau (USAID)

PUB - Public

PVT - Private

SADCC - Southern Africa Development Coordination Conference
SOE - State-owned enterprise

TELECOM - Tetecommunications; telecommunications entity

USAID - Unhed State Agency for international Development

MFG - Manufacturing

vO - Vocational

TECH - Technical

EMP - Employee

HOUSEKPNG - Housekeeping

HOSP - Hosphal

ESOP - Employee Stock Ownership Plan
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BANGLADESH

The government has undertaken one of the largest privatization programs in the developing world. it has divested a total of 1,076 SOEs including 609 In the
industrial sector. A majority of these have been bids from private sector entrepreneurs or negotiated retum of enterprises to former owners after a period of
natlonafization.(1) Most of these divestiures took place between 1976-1964, with 33 jute and 27 texile mis returned to former Bangladeshi owners In 1982
alone.(2) The public sector now comprises 15 financial and 35 non-financial enterprises that themselves comprise 4500 administrative units. Public enterprises
are defined as seclor corporations, and under each of these there might be several units or enterprises.(1) '

Duse to the speed and sweeping nature of the inltial phases of the program, R has not been possible to quaniify the extent to which privatization has benefitted
the economy. The low level of managerial skil and poor record keeping have compounded the problem. Many government officials have argued that there Is
a need to promote public conlidence which had been dampened In the earlier divesthure process. The government has therefore decided to proceed siowly
with the task of restructuring the equity base of SOEs and has undertaken extensive rehabllitation of the same. (3)

The privatization program Is being implemented In four phases: 1) Gradual disinvestment of public enterprises, 2) Disinvestment of some state units (total sell-
owut), 3) Transfer of remaining jute and textlie milis to their original owners, and 4) Public sale of 49% of the shares of the public sector enterprises.. The mode
of valuation adopted Is disinvestment where assets are being sold against highest bids on tenders with liabliRies remaining in the hands of the government. -
Flotation of 49% of the shares Is to take place at the current market value with 15% earmarked lor the employees and 34% to the public. Management
Contracts are also being considered as a viable option.(4)

CFP Contributions

CFP carried out an extensive privatization study pertaining to factors that influenced the government's shift in policy to privatization, the recent changes to the
govemment's industrial policy and the performance of private and public sectors. The study aiso made an evaluation of fture privatization opportunities In
Bangladesh and provided a set of recommendations for improving the privatization process.(1) The Center carried out a ferthizer import privatization study in
November 1988. The team determined that private sector imports are clearly consistent with the Government's overall privatization policy. The team also
dentified 20 firms thal have shown interest in importing fertiizers and seem to have capablity to handle major bulk procurement on International market. The
report Is at present being reviewed by the Government.(5) ,

Sector Type of enterprise Activity Notes

---Completed privalizations--- ,
AGRICULTURE SUGAR AND FOOD PRIVATE SALE 30 enterprises under the Bangladesh Sugar & Food Industries Corp.

comprising 6 tobacco plants, 5 cold storage facllties, 4 suqar
ofl mills and 7 others were sold for US$ 11.5 mitlion to prli:/%[e plants, 8

Center For Privatization 1 Privatization Survey for Asia & the Near East
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MANUFACTURING

MANUFACTURING

MANUFACTURING

MANUFACTURING

MANUFACTURING

MANUFACTURING

MANUFACTURING

MANUFACTURING

MANUFACTURING

CHEMICALS

JUTE MILLS

TANNERIES

TEXTILES

MISC.

IRON & STEEL

SUGAR AND FOOD

MISC.

MISC.

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE

PUB. SHARES

PUB. SHARES

PUB. SHARES

PRIVATE SALE
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buyers.(6)

50 enterprises under the Bangladesh Chemical Industries

Corp. comprising 25 tanneries, 5 rubber plants, 7 match manufacturing
companies, 5 paper works and 8 others were sold to prospective
buyers through open tenders. The tolal divestiture amount was worth
USS$ 14.4 mition. (6)

4 jute miis under the Bangladesh Jute Milis Corp were sold to
private buyers lor a total value of USS$ 2.2 mifilon.(6)

30 Tannerles, an ol Ml and a publication under the Freedom
Fighters Wellare Trust were sold lo private buyers. Sale value: US$ 0.74
mitlion. (6)

2 Toxtile miis and a thread mil under the Bangladesh Textie MMs Corp
were sold for US$S 0.43 million.(6)

A total of 250 enterprises under the Dikector General Industries were
sold for US$ 4 milon. These enterprises Included printing

ptesse:. oll mills, haslery producers, kon & steel units, & textlle
plants.(6)

The govt reduced ks shareholding in 9 iron and steel

under the Bangladesh Steel & Engineering Corporation. its stake in
these companies now ranges from 30-47%. Total divesthure amount In
these companies is US$ 0.5 million.(6)

18 companies under the Bangladesh Sugar & Food Industries Comp.
comprising ol companles, fisheries, paper mills and glassworks, etc.,
were restructured with the govt's majority shareholding reduced to
equity now ranging from 11 (o 40%. The tolal divestiure amount for
the 13 companies Is US$ 5.8 miilion.(6)

The govt has retained a minority shareholding In 15
companles under the Director General Industries. The total divestiiure
amount is US$ 0.2million.(6)

47 companles comprising rice mis, ice factorles, pharmaceutical etc
owned by Pakistanis prior to Independence in 1971 were sold o prlvato
buyers by the gowt for US$ 1.4 miilon.(6)



MANUFACTURING MACHINE TOOLS

SERVICES BANKING
SERVICES BANKING
---Other reports of privatization activity---

CFP>AGRICULTURE  FERTILIZERS

MANUFACTURING MISC.

SERVICES AIRLINES

Center For Privatization

MGT. CONTRACT

PUB. SHARES

PUB. SHARES

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

The govt has awarded a management contract to FABRIQUE
NATIONALE HERSTAL SA (Belgium) to run the operations of the
Bangladesh Machine Tools Factory Ltd.(7)

Two small banks, Puball and Uttara, were divested near the end of a
large program of privatizing an array of instkutions that had been
natlonalized In the 1970s. For both the banks, the public offering was
oversubscribed. As a resul of the public offering and significant
secondary market transactions, the ownership of the Pubaell Bank Is
widespread and dispersed and Uttara Bank Is controlied by a large
Bangladeshl industrial group. Since the privatization, both the banks
have been performing well and are more commercially orlented than
the Natlonal Commerclal Banks.(9)

The Rupall Bank was partially divested in the Spring of 1968 through a
public offering. Inktial plans called for the offering of 49% of the bank’s
caphal, with 15% of the total capRal reserved for employees. However,
as k became clear that demand for these shares was weak, the inial
offering to the public was reduced from 34% to 20%. This 20% issue
was oversubscribed, and therefore halled as a success.(9)

The govt, with USAID assistance, has succeeded in partially privatizing
the Bangladesh Agricultural Development Corporation (BADC) through
the Fertliizer Distribution Improvement project. A new marketing system
was established, ending govt control of fertllizer retall prices, and .
private dealers are now allowed to import fertlizer components directly
without going through the BADC. Further, the Govt has recently
granted permission to private sector fertlizer distributors to It wea
ferthizer directly from the Ghorasal factory at the same price as sold to
the BADC. This action represents a major breakthwough in increasing
market competition, involving both BADC and private dealers.(8)
Considerations are aiso being given to the privatization of ferthizer
production. USAID had sought the assistance of CFP in carrying these
eﬂons.g) A study carried out by Center consultants Is at present being
reviewed.

The govt has shareholdings in PHILIPS, PFIZER, GEC 8 BANGLADESH
TOBACCO ranging from 35 to 40%. it has drawn up plans to reduce Rs
equity by 10 to 20% in each of them. (7)

The govt has been considered selling up to 49% shares of s national
akdine, Bangladesh Biman (net revenues in 1984 - US$ 1.3 milllon), to
private Investors.(7) *

Privatization Survey for Asia & the Near Eagt
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SERAVICES TELECOMMUNICATIONS PUB. SHARES The gowvt Is considering the fotation of 49% of the Telephone and
Telegraph Board (T&TB), on the Dhaka Stock Exchange (DSE), with
12% avallable (o foreign investors. The new company, to be known as
Bangladesh Telecom Limited (BTL) would have equity of Taka 500
milion (US$15.5 mition) of which Taka 245 mition wil be offered to the
public. According to the documents prepared for the proposed BTL,
the Telephone and Telegraph Ministry’s (T&TB) tolal assets have been
estimated at Taka 6.23 biion. In 1988, the T&TB's total eamings
reached Taka 2.58 bition, with profits of Taka 240 milon.
Telecommunications companies in Britain, Japan, West Germany and
France have already shown their interest in investing In the proposed
company.({10)

Sources:

CFP Project # 7200-25 & 7200-40.

Bangladesh Experience (Pvizn Paper, CFP Seminar June 27, 1988), Alzalur Rehman.
Privatization Transaction & lts Long Term Effects, Klaus Lorch, Harvard Universty, Aprll 1968.
Bangladesh Action Plan, AEMP Seminar, September 1989.

CFP Staff reports, Dec 28, 1968.

CFP Project # 7200-25 & 7200-40.

Vuylsteke, et. al., 1968.

CFP staff reports, March 24, 1989,

Liberalization and Privatization of the Financlal Sector, PEDS Support Project, PRE /USAID.
Far Eastern Economic Review, March 2, 1969 pp.91.

SOBINDNALN =

-

EGYPT

Public sector Investment makes for 3/4 of total Investment spending in Egypt. The public sector includes the Central govt, local govt, and nonfinancial public
enterprises (NPEs). Based on IBRD & IMF analyses, the NPEs encompass at least 46 economic authorkies and 372 companies in every economic sector.(1)
They are supervised by perhaps eighteen different ministries with ittle interministerial coordination. The companles are subject to stiMiing regulations inci

the obligation to hire university graduates and miltary personnel, wage controls, and the inablity 1o transfer, fire or lay off excess labor. (2) Privatization and
forelgn Investment were first initiated by Sadat’s open door policy in 1974, by which Egypt was 10 move away lrom an economy based on centralized

to expand the role of the private sector, and faciitate foreign entry into the Egyptian market. In the latest five-year plan (1987-1992), the govt plans to
demarcate 38.6% of the new industrial investment of a projected US $20 billion 1o the private sector compared with 23% of Invesiment In the last five years.(3)
The govemment is developing a program to assist governorates In privatizing governorate-owned projects.{4) There are over 250 such projects operating on a
commercial basis, most of them engaged In production of poultry, fish, animal feed, meat and dairy products.(5) & (6)

insphe of the govt's steps to expand the role of the private sector, the need to give more encouragement to private enterprise hasn't been all that encoura )
Bureaucratic constraints, red tape, lack of investment incentives, pricing problems and a number of other ditficultles In a highly centralized system have yogw'gg

4



down govt's efforts. The weakness of caphal markets is another impediment to new private sector investment and tdtimately to privatization. Trading on
Egypt's stock market, where the total volume reached a modest 400 milllon Epounds in 1987, Is stil very thin in spite of recemt efforts to encourage a revival.(7)

Presently, the major prospects for privatization are In the tourism, agriculture and supermarkel industries. The government has also shown interest in
developing an export Insurance program.(8) The tourlsm Industry has made significant progress as the Tourism Minisiry has gone ahead and privatized the
management of aimost al the 18 publicly-owned hotels under ts control.(3)

The concept of Employee Share Ownership Plans (ESOPs) Is becoming popular In Egypt and has the potential to play a significant role in the privatization of
SOEs. The transfer of ownership to a large group of employees Is an espectlally attractive option for the government which faces opposition from the public
sector labor force. As many as 20 companies have already requested the formation of employee ownership plans.(9)

CFP Contributions

In December 1986, CFP was coniracted to assist the GOE in planning a symposium on privatization, and later, assistance in the Partnership in Development
project. USAID's Agriculture Marketing and Improvement Strategles project proposes assistance with policy changes to divest the agricultural Input distribution
system from the Principal Bank for Development and Agriculture Credk (PBDAC), and the development of multiple channels for distribution. The PBDAC five-
month study was completed in Aprit 1989 and the report is under the review of PBDAC. (10)

The Center is also assisting the GOE ttwough the establishment of a new private venture with the public sector firm, The Transport & Engineering Company
(TRENCO). This venture, to mamufacture radial truck tires, represents the first attempt at enabling employee participation using an ESOP. (see below for
detalls)

Seclor Type of enerprise Activity Notes
---Completed privatizations---
SERVICES HOTEL MGT. CONTRACT Both the NEW and the OLD CATARACT HOTELS were privatized

through management contract with the ETAP /Wagonsiit, now a division
of the international hotel chain Puliman.

SERVICES HOTEL MGT. CONTRACT KALABASHA HOTEL In Aswan was privatized through management
lease awarded to ETAP /Wagonsik.
SERVICES HOTEL MGT. CONTRACT PALESTINE HOTEL In Alexandria and the SHEPEARD in Calro were

leased to a Scandinavian company. The significant factor regarding
this management agreement Is thal managers are responsible for the

renovation of the faclikies. .
SERVICES HOTEL MGT. CONTRACT CECIL HOTEL signed a management lease with the ETAP /Wagonsin.
SERVICES HOTEL MGT. CONTRACT The Ministry of Tourism (MOT) has privatized the management of

almost all the 18 publicly owned hotels under ks control. As part of
these management agreements, local and forelgn investors have
undertaken to commit substantlal funds to refurbishing these decreph
hotels.

Center For Privatization 5 Privatization Survey for Asia & the Near East



Center For Privatization

--Other reports of privatization aciivity---
CFP>MFG. TIRE PRODUCTION

CFP>AGRICULTURE FERTILIZER DISTRIBUTION

SERVICES AIRUNES

SERVICES HOTEL

Sources:
Egypt: Partnership Development Project (# 263-0210).

Financlal Times, June 27, 1988.
CFP Project 7200-035.

PmALN -

CFP Project 7200-035.

ESOP

Privatization Survey for Asla & the Near East

The project underway, involves the creation of a pliot plant, to be called
the Alexandria Tire Company (ATC). The company will be a joint
venture established between the parent stats-owned company,
TRENCO, an hallan tre mamsacturer, Pirefll, and various Egyptian
Banks and insurance companles. 30.5% of the shares of the new joint
venture company Wil belong to the employees using an ESOP. The
purchase of these shares will be financed by a Epound 42.1 million loan
from the USAID. The Center is asslisting the GOE In the overalt
privatization effort. This project Is of special significance, as R
represents the pllol project for a broader privatization strategy on part
of the GOE. The aim of the govt Is 0 create a substantial employee-
ownership sector in the economy.(9)

COMMERCIALIZATION The Center completed a 5-month study of privatization alternatives for

MGT. CONTRACT

PRIVATE SALE

€l Naggar, "Prospects and Problems of Privatization: The Case of Egypt”

the agricultural input commodities distribution functions of the Principel
Bank for Agricultural Development (PBDAC). Recommendations were
made by CFP experts in a high level Agricultural policy review meeting
attended by approximately 100 Egyptian participants. The
recommendations were well received by the PDAC members. (12)

The Ministry of Transport has put forward to the govt a plan to revamp
the management structure of EgyptAk. It has been proposed that the,
board of directors be separated from the day-to-day running of the
airtine and that more scope be given to prolessional managers. The
plan also cafls for the removal of the akiine from rigid govt controls so
that k could make Rs own Investment decisions from ks own resources
and not be dependent on the central budget. Like most other enthies,
EgyptAk suffers from a critical lack of funds for new Investment.(11)

Negotiations are underway for the sale of the Palestine Hotel in Cako.

R.E. Maghoub, “Privatization and Devetopment: The Egyptian Perspective, April 1968.



7. Notes from CFP Seminar, 6/27/68 - 7/8/88.

8. "Business Monthly”, American Chamber of Commerce (AMCHAM), Calro, December 1967.

9. "Business Monthly’, American Chamber Of Commerce (AMCHAM), Cakro, February, 28, 1969.
10. CFP Stalt Report 8/11/88 6/14/89.

11. Financlal Times, June 27, 1988.

12. CFP Project # 7200-104.

Fia

In February 1987, a privatization conference was hosted by USAID/RDO/SP with the assistance of CFP in Suva, Fijl. The conference emphasized the *how-10"
aspects of privatization and showed how private enterprise can help Pacific Island Nations generate growth and progress.(1) The conference also covered the
technical aspects of privatization, including methods and techniques, financing arrangements, costs and benefits, and the development of a privatization
strategy.(2) Fiji's Ninth Development Plan (1986-1990) emphasizes the equitable distribution of growth with a heavy rellance on the private sector.(3)
Increasing interest has been shown In privatization of medical services. (4) The government has already endorsed the concept of privatization, yet continuing
polhical and economic uncertainty hava delayed is implementation. USAID/Mission continues Iis joimt-ventuve and privatization dialogue with the
government.(5)

Sources:

ABS FY 1990; Summary of Conlerence Proceedings, Fijl, 2/2-6/87.

Press Release # 1, 12/7/86; Summary of Conference Proceedings, Fiji, 2/2-6/87.
CP FY 1990.

U.S. Embassy Cable (Suva 03497, 8/20/66).

ABS FY 1990.

NAaLON -

INDIA

The government has declared ks need for a stronger and a better public sector. The government encourages foreign collaboration invoiving the transfer of
technology In certain industries.(1) The new industrial Policy assigns a more responsible role to the private sector. The private sector Is now able to operate In
areas previously closed to them such as telecommunications, equipment, petro-chemicals, power generation and infrastructure. Joint ventures are welcome,
with a maximum of 49% 10 be held by Central/State governments. The government has furthermore opened power generation and the manufacture of
telecommunications equipment 10 private sector investment.

There |s talk of cutting central government subsidies, easing the 40% cefling on foreigners’ equity holdings In indlan companies, alowing indlan companies 1
raise equity caphal moad revising the monopoly regulations that restrict the growth of the larger companies In the private sector and raising funds mmmom,
partial privatization of the more viable private sector companies. The Planning Commission of India, In the final stages of drafting the outlines of the Eighth Five
Year Plan (1990-1995) is counting on a big boost to resources from sefling up 10 25% of public sector companies. This Is likely to raise up 1o Rs120 billion n
revenues for the gov. (2) Divestiure of public sector uniis has been under serlous consideration; one of these involves the proposed sale of state-owned
motor scooter unts to private manufacturers. Negotiations for the same are now in the final stage The general trend toward opening up sectlons of the
economy previously closed to private sector panicipation continues.

In the meanwhlile, the indian state of Maharashira has announced plans for inviting private sector investment in certain Infrastructure faciities previously reserved

for the state, such as highways, ports, ferry services, bridges and thermal power plants. The contracts are to be awarded on the principle of buld, t
transfer (BOT), with an assmey; rate of return of up to 14% proft. (8) [See below for further detalis] Operate and

Center For Privatization 7 Privatization Survey for Asla & the Near East
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USAID pursues the implementation of technology development projects, especlally in telecommunications. The Mission’s approach Is to strengthen the capacly
of the private sector to carry out R&D to become more competitive and to expand into areas previously dominated by the public sector.(3)

CFP Contributions
CFP's technical assistance was requested by the Mission to identify possible Innovations in the dellvery of urban services In the city of Bangalore.(4)
Sector Type of enterprise Actvity Notes

-ae. mreeccosesvcnnsees ———— conee

:Spocllc reports of privailzation activity---

MISC. ROADS & STEEL PRIVATIZATION PLAN india ranks fourth in the world In terms of total road length. Road
. development Industry has always been exclusively the responsiblity of

the govt. However, lack of funds and accessible resources has led to
poor maintenance of these roads. Consequently, the govt has invited
the participation of both foreign and domestic private fims in the road
development Industry. Many indlan private sector units have already
started discussions with the govt and various foreign firms have shown
interest in this fleld. Among the privatizations under consideration:

- equity participation by NIPPON STEEL In the INDIAN IRON AND
STEEL CORPORATION.

- foreign equity participation in several other public sector industries.

in April 1989, the State of Maharashira announced the state government
plans to allow private businesses to:

- bulld two-eight lane expressways connecting Bombay-Pune and
Bombay-Nastk.

- set up six minor ports in the State.

- run ferry services across several ports on the coast and inland creeks.
- buld several bridges.

- bulld tiwee thermal power plants. (12)

---Other reports of privatization activity---

o PRIVATIZATION PLAN The govt has plans to privalize a profitable part of the ic sect
ELECTRONICS TV TUBES Bharat Electronics Company (BEL) and form a new cor;\"p’uany n o
partnership with an American & an Indlan company. Under a
memorandum signed by the three companies, BEL wil hand over ks
R5600m ($39.2m) television tube plant to a joint venture company to be
formed with Corning Glassworks and Samtel India of New Delhi. 40%

of the company’s shares wil be held by Coming Glassworks & 40% by
Samtel Indla, whereas BEL wil retain 20% (7)



Sources:

Economic News, Embassy of Indla, May 1966.

Financial Times, 7/22/68 & 6/7/69.

ABS FY 1990.

CFP Project #7200-020.

CFP Project 74; U.S. Embassy Cable (New Delhl 25662, 10/21/87).
ABS FY 1990.

Financial Times, November 4, 1988.

U.S. Consulate Cable (Bombay 3857, 8/10/089)

ANOITAEDN =

INDONESIA

Even though privatlzation is controversial, the government has begun to show some Interest In the privatization of a few moneyosing SOEs. A sharp decrease
in ol prices and a rapid Increase In the operating cosis of public sector firms have caused the govemment to consider privatization as a valld strategy to
decrease the deficks. However, privatization for government officlals signifies “the improvement of the efficlency of public assets” rather than transfer of
ownership.(1) Indonesia has 215 SOEs with combined total assets of more than $68 biion that account for about 80% of the country’s economic activity.
These SOEs occupy every industrial niche, Including ol and gas, utiikies, plantations, mining, manufacturing, textiles, construction and banking. The majority of
these enterprises operate at a loss.

The government has announced that R may convert to private ownership to “weed out” only those which operate at loss. These enterprises are avallable to
investors with the skil and money to take them over. The govermment has also removed certain banking regulations and customs dutles. Strategic industries
referred 1o as the "agents of development” (e.g., the rallway), are to remain in the public sector. The government relies heavlly on Rs firms; the state banks
control 77% of the financial sector. One impediment to privatization is the R-equipped stock exchange. There are only 24 companies listed, the combined
market value of which is only $120 milion, or 1% of indonesia’s annual economic output. Eighteen of these companies are foreign joint ventures, three
originally were Dutch companles now listed as Indonesian firms, and only thwee are truly domestic Indonesian companies.(2) '

In June 1989, Finance Minister Mr. Johannes Sumartin unvelled an action plan for the 215 state companies embracing possible privatization, joint ventures with
the private sector or liquidation. In November 1989, Rk was announced that 52 SOEs would go to the market. However, there seems to be a st resistance to
the plan fron Moslems, consumer groups, cooperatives, technical ministries and the milkary.(3)

USAID/Mission has opened a dialogue with the government on the benefits of privatization of the SOEs. The long-term goal is to help the government
the efficlency of the public services by contracting out services to the private sector, Increasing ks response to the market and transferring ownership ¥

appropriate.(4)
CFP Contributions

CFP met with government officials in December 1986 to discuss divestiture of SOEs and the provision of technical assistance to tachitate privatization.(5) A
CFP consultant presented a paper on privatization at the Ball Conference In October 1968.(6)

Two senior officlals from the Ministry of Economics & Industry attended the Center's Privatization Strategles & Techniques for Development Seminar at
Washington D.C. in March 1989. They reviewed with Center staff the content and timing of a draft decree and procedures for implementing a deregulation

fund.(3)
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Sector Type of enterprise
—.Completed privatizations-—
MANUFACTURING  CAR ASSEMBLY
SERVICES FOOD & BEVERAGES
MANUFACTURING  PRINTING
MANUFACTURING  ENGINEERING
MANUFACTURING  PAPER MILL
MANUFACTURING  STEEL
SERVICES TELECOMMUNICATIONS

---Other reports of privatization activity--- (7]

EXTRACTION

SERVICES

MINING

AIRUNE

PUB. SHARES

PUB. SHARES

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE
CAP. RESTRUCT.

LEASE

LEASE

PRIVATIZATION PLAN

10
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Notes

The govt has reduced s shareholding In PT Gaya Motor from 100% to
24%. 76% shares are now held by a private firm, The Astra Group.(6)

PT Kimia Farma, a state-owned firm has reduced Rs shareholding in PT
Sarl Husada from 55% t0 43.5%. 35.6% of the shares are held by PT

Tigaraska, a private company and 20.9% by the general public.(8)

PT Gha Karya, a state-owned company has sold Its 49% shares in PT
Dainippon indonesia to PT Tumbak Mas, a private company. The other
51% shares are held by a Japanese company, Dainippon Printing
Co.(8)

Perum Otorita Jatiuhur, a state owned enterprise, sold ks 50% stake In
PT Indonesia Engineering Jatiuhur to PT Bumd Akar Rezeki, a private
compatyy. 50% of the shares are held by a Malaysian company,
Promet Berhad Malaysia.(6)

PT Golden Martaputra bought over the state paper project which was
previously under the govi's ownership. ,

The Steel component of PT KRAKATAU STEEL was spun-off as a
separate activity.

The govt signed a lease agreement with the American International
Telephone and Telegraph Corporation. No further information avallable.

During the period 1968-1971, the govt signed several lease comtracts
with various Canadlan, Australian, British and American companles to

assist in mining operations. Detalls for the same are unavallable.

The govt has announced the partial divestiture of GARUDA AIRLINES
The airfine has been aflowed to float up to 25% of its caphal on the .
stock market. The proposed flotation is likely to take place between the
end of next year and the beginning of 1991. The proposal coincides
with the financial turnaround of the alrtine during the last two years

The alrine Is expected to report profits of about $100 mhlion In 1969



SERVICES SHIPPING COMPANY PRIVATIZATION PLAN PT DJAKARTA LLOYD Is being considered for a partial sale by the govt.
No further Information avallable.

Sources:

ABS FY 1988 and Dept. of State Cable (State 07264, 5/1/89).

Bangkok Post 6/22/87, and Asla Week 3/1/87.

Financial Times, November 21, 1989 and CFP Staff Report, 3/10/69.
ABS FY 1988.

CFP Staft Report, 8/18/68.

Dept. of State Cable (State 212854, 7/1/88); CFP Staff Report, 8/18/88.
Vuylisteke, et. al., 1988.

Business Indonesia, 1987,

DNINAWN -

JORDAN

Privatization has played an important role In the government's five year plan for 19686-1990 which relles heavlly on private sector participation In economic
. The interest towards privatization Is aiso due in part to the realization of the drain which SOEs have placed on the budget (1). As part of ts
privatization strategy, the government In 1986, decided to gradually convert selected public enterprises into public shareholding companies with the public
ofl the shares. Four enterprises were initlally selected for the privatization process: the Telecommunication Corporation (TCC), Amman Public Transport
Corporation (PTC), the Royal Jordan Alrlines (ALIA) and the Amman Development Corporation (ADC)(2).

However, the momentum to privatize In Jordan has been halted, at least temporarlly. GOJ's current strategy Is to commercialize public enthies over a period of
years prior to considering the sales of shares to the public. The reason cited for such a move being the concept of privatization Is'not well understood by the
business community or the public In general.(9)

CFP Contributions

CFP undertook a reconnalissance study to provide a general overview of the prospects for privatization In Jordan and evaluate entities identified by the
government for privatization. The study focused on ALIA and PTC and it assessed the problems and legal impediments, and proposed a strategy for
proceeding with thelr privatization.(1) CFP later undertook an in-depth study of the operation of PTC. In addhion to the recommendations, CFP also suggested
improvements for the entire public transportation In the Amman area.(2) The recommendations submitted to the government were well received and partly
implemented In August 1967. The operations of PTC In 1987 improved slightly over performance In 1986, due to partial acceptance of operational
Improvements recommended by CFP (3).

CFP carried out a detalled technical review of ALIA's operations, including evaluation of the alrine’s assets, financial needs, relative efficlency and market plans.
and developed a privatization plan highlighting the necessary steps for successful privatization of the alrline.(4 & 5; see below for plan detalls). In respom': toa
request from the government through USAID/Amman, the Center deveioped a plan that Included a scope of work to identify speciiic tasks to be performed for
the privatization of TCC.(6) Subsequent to the CFP study, the World Bank carried out a study and suggested commerctalization of the TCC. The government's
acceptance of the World Bank's proposal would entitle R to a Bank loan of US$ 36 mittion at standard terms. The government decided to commerclalize

TCC.(see below for detalls)

F Ined the feasibity of privatizing ADC. The analysis included evaluatlon of the current performance of ADC, Rs future business prospects and
'C,,e’:,a::(:gmﬂnancu condlllot{ Anplmplemenlallon plan for all recommended actions to be taken for privatization was submitied to the government. As of
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September 1988 the study Is under review.(8)

The Center was also called upon to examine the privatization prospects for the Jordan ElectricRy Authority in Aprl 1989. The report on the same has been
passed on to JEA for s review and comments.(10)

Sector Type of enterprise Activity Notes
—--Speciiic reports ol privatization activity-—
CFP > CONSTRUCTION REAL ESTATE DEVELOPMENT PRIVATIZATION PLAN Recommendations made by CFP for the privatization of the Amman

Development Corporation (ADC) are being studied by the govi. ADC's
candidacy for privatization is quite viable and will require very Itle
technical assistance or re-organization.(8)

CFP>SERVICES ROAD TRANSPORTATION PRIVATIZATION PLAN The Ministry Of Transpont decided to privatize The Public Transport
Corporation (PTC) in early 1908. Services of CFP were engaged to
develop a plan for PTC's privatization. Recommendations made by CFP
have been partially implemented. Further recommendations, such as
restructure of current routes to offer an attractive package for private
operators and setting up a new transk authority to regulate PTC and
private operators are yet to be carrled out.(2) The Prime Minister’s
office has drafted a new law to enable PTC to become a public

shareholding company. Approval by the Cabinet Is awaked.(3)

CFP>SERVICES AIRLINES PRIVATIZATION PLAN The govt is considering the initial sale of approximately 10% of the
ALIA’s stock to the public as well as a private placement of another 10
to 15% stock through local banks.

Also, 5% to 10% of the shares are reserved for an ESOP. An
independent valuation of the company’s assets has aiready been
carried out. The govt has aiso developed long-term strategic plans and
financial projections deemed necessary for review by banks. An
Investment bank Is to prepare a prospectus and marketing plan for a
public stock offering.(5) :

NICATIONS PRIVATIZATION PLAN CFP developed a plan of action and reviewed the financial viabll
CFP>TELECOM TELECOMMUNICA the Jordantan Tel on o & . o Ry of

program to privatize TCC thwough a share offering of the corporat
the public and to employees, Including review of the ? fon for

company operations management systems and financial controls.(7)
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Sources:

CFP Project Report # 7200-017.

CFP Project Report # 7200-032.

AID FY 1990.

CFP Project Report # 7200-051 & ABS FY 1990,
Amman # 07205, June 14, 1988,

CFP Project Report # 7200-062.

Waorid Bank Stalf Appraisal Report # 7216-JD.
CFP Report # 7221-001 & ABS FY 1990,
CFP Project Report # 7236-117.

CFP Staft Report, 10/16/89.

SODNONALN -

KIRIBATI

Under British colonial administration (1892-1979), the economy was dominated by government monopolies together with officially sanctioned private sector
oligopolies. The majority of the economic activities of Kiribatl weré controlled by the British Phosphate Commission. In 1979, when exports of phosphate
stopped due 10 depletion, the Brhish left Kiribatl, leaving many commercial enterprises in the hands of the government.(1) Many of the nonagricultural sectors
of the economy, such as natural (marine) resowrces, transport and communication, tourism and certaln government support services, have been identifled by
the government as possible targets for privatization.(2)

CFP Contributions

In 1987, Kiribatl requested the services of CFP consuitants to develop a national privatization policy and an on-ske evaluation of privatization potential for SOEs.
The govemnment of Kiribatl Is currently reviewing this project. This request took place as a result of an ongoing dialogue between USAID/Suva and government
in response 1o the privatization conference in February 1987. CFP consuhtants identiied government activities that could be privatized and proposed terms of
reference on ways government could divest Rs activities.(3)

Sector Type of enterprise Aciivity Notes

---Specilic reports of privatization activity---

MISC. NON-AGRICULTURAL INDUSTRIES PRIVATIZATION PLAN The USAID mission has kdentified 18 firms, In the non-agricultural sector
(Total annual tumover: Aust.$ 20 mitlion) for privatization study. The
principal ones being:

Shipping Corporation of Kiribati

Gowvt Plant and Vehicle Unit

Gowvt Supply Division

Abamakoru Trading, Lid.

Public Uthrles Board

ATOLL Motor and Marine Services, Lid.
OTINTAAL Hotel, Ltd.

Kiribatl Insurance Corporation
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Govt Philatelic Bureau
Public Works Department
Gowt Printery

Sources:
1. US. Embassy Cable (Suva 00985, 3/3/87).
2. U.S. Embassy Cable (Suva 03518, 7/20/87); ABS FY 1990.
3. CFP Project #57.

LIBYA

The head of government, Col. Gadafi, announced the adoption of a new economic reform, under which many traditional government organizations will be
abolished. Gadafti called for the elimination of all government export and import instiutions, through which the govemment severely restricted private trading
activities. The sweeping reforms are being implemented to relleve shortages of many consumer goods and to give a boost to the depressed agriculture sector.
Gadaffi also announced certain privatization measures for smat and medium-sized industries which are now under government control.(1)

Sources:
1. Financial Times 9/6/68.

MALAYSIA

Privatization in Malaysia represents a new approach to the development of the economy. The present government has played an active role in the privatization
process and has made R evident that R expects quick action on divestment from &ts agencles.(1) A Committee on Privatlzation under the Chalrmanship of the
Dkrector General of the Economic Planning Unit (EPU), established In 1985, s responsible for the implementation of privatization. Gulidelines on the privatization
process were published, the purpose of which was to inform government agencies and private sector about privatization policy, Including assistance in the
submission of proposals.(2) The government's selling plans included telecommunications, hotels, car parks, water supplies and leasing of parts of road
network.

Mataysia’s program of sefling of huge chunks of state assets, regarded as one of the most extensive of ks kind in the developing world, hasn't progressed
much since 1985. So far only 13 projects have been privatized, Including the much publicized flotation of the Malaysian International Shipping Corporation and
the partial privatization of the Malaysian Alfines System.(3) The govt has about 900 compandes, the majory of which can be divested to the private sector.
These companies are spread across all the sectors of the economy. They are export and domestic orlented and comprise both proftable and losing
companies. The government has been offering to sel, at a discount, companies that lose money. More than 70 loss makers have been on offer, and another
60 financlafly weak companies are being evaluated to see whether they could be sold off, revamped or closed down.(4)

To speed up privatization efforts, the govt started formulating a master plan on privatization in June 1988. The M$2.4 mittion study, funded in parnt, (190,000

pounds) by the British govt, was carried out by an international consortium of bankers, lawyers and accountants. The consortium, mandated In June 1
fed by.} H:nry Schrodgr Wagg and comprised merchant bankers Arab Malaysian Bank, American consultants Arthur D. Little and the local accounting Zgg' was
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firm HAM Sdn Bhd. The study recently completed, lays down a broad policy framework and guidelines for implementation and a reformed administrative
structure for the privatization process. An action plan, including a survey of the full range of public sector activities and enterprises etc. has also been drawn
by the consortium. The plan involves the privatization of 246 projects worth Ringlit 16.34 bittion (3.8 bilion UK pounds) over the next decade. Of the 248
projects, 69 worth Ringitt 3.53 billon would be privatized In two years. 107 worth Ringitt 9.57 billion In two to five years and 70 projects worth Ringltt 3.22
bition after five years. The plan is based on a study of 434 governmemt-owned enterprises and will involve nearly 200,000 employees.(4)

Sector Type of enterprise
--Completed privatizations---

SERVICES SHIPPING

SERVICES SHIPPING

SERVICES ROAD CONSTRUCTION
SERVICES HOSPITAL

'SERVICES ROAD CONSTRUCTION
SERVICES WATER SUPPLY
SERVICES AIRLINES

Center For Privatization

PVT SALE/LEASE

PUB. SHARES

MGT. CONTRACT

PRIVATE SALE

MGT. CONTRACT

MGT. CONTRACT

PUB. SHARES
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Notes

coowe

51% of the shares of the Klang Port Container Terminal (total sale
value-M $700 mittion) were sold to Konnas Terminal Kelang (KTK) In
July 1985. KTK is jointly owned by Kontena Naslonal (80%), a local
company and P&0O Australla (20%). P&O Australia aiso holds a five
year management contract for KCT and a one-year extended
management contract for the Pasir Godong Port in Johore.(5)

The Malaysian International Shipping Corporation (MISC), with total
assets of M$3.2 bition, was privatized through a public share
offering In Dec. 1986, reducing the govt share from 60.8% to 48.6%.(5)

United Engineers Malaysia (UEM) was In January 1987 awarded the
largest contract to date (total value: US$t.3 bilion) to bulld and
operate 504 kllometers of the peninsula’s 900 kllometer-long
north-south highway. UEM has a concession to collect tolls on s
portions of the highway for 25 years, following which ownership of

the road wit be transferred to the govt. This contract represents a very
large stt(ap; forward In the govi’s privatlzation policy for the road
system.(6)

The General Hosplal, a govt owned entity, was sold In 1985 to a
consortium of private doctors In the Kuala Lumpur area.(3)

North Klang Stralts Bypass, a road connecting Port Klang wih the
federal highway that runs to Kuala Lumpur, was passed on to private
ownership in 1965. Toll charges have been introduced for users and
the Bypass Is operated, managed and maimained by SHAPADU SDN
BHD., a private company.(7)

Construction and operation of the munic| t
Labuan was given to a private lnvostm.(;?d wnlor supply system et

Mataysian Aldines System (MAS) was first offered for sale through a
public share offering In 1985. After the offer of subscription and
sale, the govi's shareholding was reduced from 90% to 62%. An
analysis of the shareholding as of July 19687 showed the govt's

Privatization Survey for Asla & the Near East
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MANUFACTURING AIRCRAFT MAINTENANCE
SERVICES LOTTERY

SERVICES WATER SUPPLY

---Other reports of privatization actviy---
SERVICES SHIPPING

SERVICES RAILWAYS

TELECOM

PRIVATE SALE

PRIVATE SALE

MGT. CONTRACT

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN
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sharo(h)od further dropped to 42% through subsequent offerings after
1985.(5

Akod Sdn Bhd, previously state-owned.is now a joint venture between
the Aerospace Industry of Malaysia and Lockheed Alrcraft Service
International.(9)

Sports Toto, a govt run lottery, was sold to BMB Enterprise and
Makuwasa Securities Sdn Bhd In 1965.(9)

Antah-Biwater is a joint venture between a British firm, Biwater PLC and
Antah Holding Sdn Bhd. which is a publicly listed firm that is majority
owned and controlled by the Negerl Sembllan Royal Family. This joint
venture has been awarded a contract worth M$1.4 billion that involves

174 rural water supply projects.(9)

The Klang Container Terminal (KCT), the govt's first privatized

project is to go public in earty 1989. KCT Is a joint venture

between Konnas Terminal Kelang (KTK) and the (dang Port Authority
(KPA). KTK which presently holds 51% shares in KCT, Is In tumn held
by Kontena Nasional (80%) and P80 Australia Lid (20%). After the
public share issue, KTK wil hold 40% of KCT's equity while the
govt’s interest will be reduced to 20%.(8)

The govt Is prepared to parcel out parts of Keretapl Tanah Melayu's
network (Sale price: M $1 million) to the private sector to

begin the privatization ot ks Rallway system. Due to lack

of interest from private buyers, developments on this front have
been lacking.(7)

Jabatan Telekom Negara (JTN) with total assets: M $6.2 bition |s to

be fulty divested to the private sector. The privatization of JTN,

which began In 1986, has involved formation of a public kmked
company o take over JTN's assets with divesthure to the public

likely to take place over a five-year period. A transter of staft, assets
and Habiities of JTN to a new public limed company Is currently
underway. This is to be folowed by a release of equity shares for

sale to private investors.(5) In 1988, the de-nationallzed JTN reversed a
Ringkt 96 millon net loss In 1987 for a Ringht 76 milllon profi, on &
turnover of Ringltt 1.7 bilion.(10) ’



SERVICES UTIUTIES PRIVATIZATION PLAN The Ministry of Energy's National Electricky Board (NEB), a substantial
profk eamer, will represent one of the country’s largest privatization
exercises under the Privatization Master Plan. At Ringhtt 5 bition (1.8
bition UK pounds), the Board's net asset worth Is sald to be half s
total assets. This compares with Jabatan Telekom Negara's Ringht 2
biion net worth when & was earmarked for privatization in 1967.(10)
Generating equipment makes up 60% of the Board's Ringitt 10 biftion
assets. The remainder covers transmission and distribution. To give up
ks monopoly on power generation, the Government Is already
encowaging companies to bulld and operate thelr own power plants.
The ol companies, Shell and Petronas, have iIndividually asked for such
licenses. Privatization of the NEB Is to begin in September 1990.(10)

Sources:

Treasury excerpts 1985,

“The Experience of Malaysia®, Privatization Policles and Procedures.
‘Why Malaysia Means Business®, Euromoney - February 1965.
“Master plan for Sell-off of the Century”, Euromoney, August 1968,
Vuyisteke, et. al., 1968.

“Paving The Future Way", Far Eastern Economic Review, January 1987,
Vuylsteke, et. al., 1968,

"KCT To Go Public Late Next Year”, Times Business, March 1987.

. Asean Economic Bulletin, March 1989.

0. Financlel Times, October 12, 1989.

PONONELN -

-

MOROCCO

During the period 1985-1967, structural adjustment programs were adopted by the government in order to improve productivity. These programs Included
rwmdnmuuummm.mmmdmouuummmmmmammummmuponmm(t) mm'mﬂn
King Hassan it announced a pian for economic reform via privatization of SOEs. The privatization program Is expected to improve the profabiity of parastatal
mamhos.dmnuﬂnhmﬂhﬁmmwm.cmtommodmm.dmoumomvopdbsmoavoldmmmmd
private ownership, and promote free competition for private businesses. Certain SOEs which are considered strategic for the public wellare are to remain under
the control of the government.

The Moroccan Parflament has recently adopted legisiation to privatize 113 enterprises including four leading banks and 37 hotels. Thomhwlgn,d“o
come into force when published In the government gazette in January 1990. thaym,ﬂngmmﬂwldmﬂdoumdmmgmm.mm
operation Is 10 be completed within six years. Thomerptbosaﬂecloddomtwwow—odedstmteglcudml&oﬂnphosphatohdusﬂy-mm.myd
the economy- the national akdine, rallways, water and electricity utitles or the central bank. The companies to be privatized, wit be transferred to private
ownership through the financtal market, calls for tenders or a combination of both.(2)

USAID ts prepared 1o assist the government in formulating and implementing the privatization plan and wil emphasize certaln aspects of the instiu
framework necessary 1o support privatization. USAID s also considering a revolving fund 1o assist in financing acquishions by private investors.(3) !
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Moroccan high officials attended the AID Privatization Conference held In Washington D.C., In February 1966.(4) A year later, two CFP consultants were invited
1o attend a privatization workshop In Rabat.(5) In Aprll 1968, two CFP consultants took part in a colloquium In Morocco on the relationship between the private
and the public sectors.(6) A CFP consultant presented a lalk at the Casablanca Conference of the Union of Arab Stock Exchange in September 1968.(7)

Sector Type of enterprise Activity
--Compleled privatizations—- )
AGRICULTURE FISHERIES PRIVATE SALE
AGRICULTURE SUGAR COMPANIES PRIVATE SALE
SERVICES HOTEL MGT. CONTRACT
SERVICES CIVIL WORKS PRIVATE SALE
SERVICES HOTELS PRIVATE SALE
Souwrces:

Special Advertising Section to the Washington Post Magazine, 11 J1/8t1.

Financlal Times, December 14, 1989.

CFP Project # 69; ABS FY 1990

USAID/ Morocco Correspondence, 1966.

US Embassy Cable (Rabat 02150, 3/5/87).

CFP Repont # 69 and Report on Colloquium, Aprll 1988.
CFP Stafl, 8/18/68.

Vuylisteke, et. al, 1988.

U.S. Embassy Cable (Morocco 322355, 4/17/89).

LOINDPOAEL M-

8

.....

Tiwee fisherles, SONAMER, ASMAK and INTERPORT, subsidiaries of the
National Fisheries Office (ONP), were privatized through sale to private
investors. Furthermore, the boats belonging to the ONP were leased o
a Spanish fim; 2 other boats were feased to Moroccan businesses.

Four sugar companies, BENI MELLAL, NATIONAL SUGAR COMPANY
OF BEHT, SUGAR COMPANY OF DOUKKALA and COSUMAR, were

privatized through capial participation by private investors and beet
producers.

The management of several hotels belonging to the Moroccan Tourist
Office was tumed over to professional Moroccan hotellers.

SOCIETE NOUVELLE DES CONDUITES D'EAU (SNCE) was sold to
private investors.

The GOM has issued intemational tenders for the sale of two five-star
hotels, one in Fez, the other In Marrakech, which are now fully state-
owned and consistent money-losers . (9)

Le Matin du Sahara, 4/9/68; speech of King Hassan I, Morocco News Summary, 1988, CFP Repon # 69,



NEPAL

Nepel created public enterprises in various sectors of the economy as a part of s economic development objectives. Most SOEs succumbed to the pressure
to serve soclal aims (high raw material purchasing price, low finished goods selling prices) rather than to make a profit.(1) The government has realized that
state dominance of industry, directly through SOEs and Indirectly through successive regulation and bureaucracy, inhibiis private investment in medium and
large enterprises. Reduction of state ownership and control of the economy through privatization and liberalization of poticy Is now among the top priorities of

the government.(2) Motivated by the need to reduce budget expenditures and strengthen the balance of payments, the government has decided to move
towards divestiture of Rs parastatals.(3)

There are over 48 state-owned enterprises in Nepal, of which 19 are manufacturing units, 9 trading enterprises, 8 financial and insurance companies and 14 are
entiies engaged in public uthities and other services. Although thekr share of total GDP is very small, they occupy a significant place In the economy. Total
deployment of capital in thess enterprises has been Nepalese Rs12 billion and they provide direct empioyment to about 47 thousand people. The rate of retum
on the caphal deployed has been quits low, hovering around 4%. The govt has identified 10 enterprises that will be fully divested to the private sector through
sale of shares (see below). It has aiso decided 10 sell 49% shares of 19 other SOEs. The sale of shares for these enterprises will be open to local private
individuals and Industrialists as well as'ﬂepdoso industrialists of Indian origin.

In August 1968, a four-day “High Level Seminar on Privatization® was held in Kathmandu, organized jointly by the Ministry of Finance and the UNDP. it was
attended by government officials, SOE Chief Executives and private sector representatives, and was deemed by several government officials to have been
successful.(4)

CFP Contributions

Senior Nepalese officials have actively participated In the CFP-sponsored “Privatization Strategles and Techniques for Development™ seminars held In
Washington D.C.. The officials found the seminar to be heipful to them in developing a clear understanding of why the government’s efforts to faclitate
privatization had not shown desired results. The Nepelese govt has expressed interest In the hosting of an in-country seminar, to familiarize government
officials and Nepalese businessmen with the modalkies of privatization.(5)

Sector Type of enterprise Activity Notes
.Speciic reports of privatization acthity---
MISC. PRIVATIZATION PLAN The govt has identified a list of 10 enterprises that are to be hlly

divested to the private sector:

The Herb Production and Processing Centre
Bhrikutl Paper Factory :

Nepal Metal Company

Nepal Orlent and Magnetite

Nepal Transk and Warehousing Ltd

National Construction Company of Nepal
Nepal Tea Development Corporation
Raghupatl Jute Mils Ltd

Balajl Textle Factory

Preliminary studies on a few of the above are being carrled
determine the modalities of privatization. The Aslan Deve!op?‘nzr:) Bank
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(ADB) carried out a study In January 1988 10 assess the privatization
mode for the Nepal Tea Development Corporation. Recommendations
made by ADB are being studied by the govi.(4)

The government has aiso decided to inktially sefl 49% shares of 16
enterprises with the aim to fully divest these later. These include
banks, insurance companiles, cement companiles, textie mills and shoe
factories elc.(4)

OMAN

The government pursues a pro-private sector, market-orlented policy and encourages a favorable investment climate. However, decision-making and approval
In terms of privatization continues to be unsystematic and complicated. There are Hmits to privatization in Oman due to ks limied market size. Apart from
some risky and caphal intensive industries (namely petroleum, copper and cement), there is little to be privatized. The government has insisted on
profk-oriented management of SOEs, and has Insthuted selective privatization with mixed results [see below). (1) USAID Is not invoived directly with the
government's efforts 1o encourage privatization, but has concentrated on elther caplal Infrastructure, such as school and dam construction, or technical

assistance, such as training, fisherles and health activities.(2)

Sector Type of enterprise Activity
---Completed privatizations---

AGRICULTURE OMAN FLOUR MILLS PUB.SHARES
EXTRACTION REFINERY PUB.SHARES
MANUFACTURING CEMENT COMPANY PUB. SHARES
MISC MANUFACTURING PUB. SHARES

AGRICULTURE

20

Notes

coova

%A': FLOUR MILLS was privatized through sale of shares to the

OMAN REFINERY COMPANY was privatized thr sal
e public, ough sale of shares to

OMAN CEMENT COMPANY was privatized thr sal
o puttle ough sale of shares to

A copper manufacturing firm has also been privatized th
sale of shares. Furthermore, the govt has shmp' supp :10:2" Dllb:::



sector's role in the fisherles, where the output marketing of fish
was successfully privatized by the Ministry of Agriculture & Fisherles.(3)

Sources:
1. ABS FY 1990.
2. U.S. Embassy Cable (Muscat 06965, 12/20/87).

PAKISTAN

Privatization activities in Pakistan date back to 1977 when 2,000 cotton ginning and rice husking and flour mills, nationalized under the Nationalization Act of
1974, were retumed to thelr previous owners by the Zla government.(1) The Zia government, in Rs atternpt to foster the privatization process, annoumced In
1985 that state owned enterprises would be privatized gradually, and In part through stock market offerings.

The new govt under the leadership of Benazir Bhutto has also expressed an interest in fostering the privatization process. After taking over in December 1
Ms Bhutto commissioned Rothschilds to do a report on the viablity of an extensive privatization program. Accordlngtolatestteponhgrecocmﬂatmwgo'
by Rothschilds have been accepted, starting with the sefling of shares in one corporation next year and two more In the following year. The National
Disinvestment Authority, an arm of the government, s preparing to launch a privatization campaign prior to selfing shares in state owned corporations next year
to raise badly needed revenue. According (o latest reports, the government is working on drawing out a plan for the implementation phase of privatization.
The government will retain at least 51% of the shares in each corporation fioated and no one wil be allowed to purchase more than 15%.(2)

The five companies shortlisted for privatization are the Sul Gas Transmission Corporations, Pakistan State Ofl, Hablb Bank and Pakistan International Akiines.
The first fiotation Is expected to take place in May 1990. The government hopes to raise Rs1.5 bilion In time for the next budget in June, which must bring the
defick down from 6.7% to 5.5% of GDP In fine with an agreement with the IMF. (2)

One of the obstacles to disinvestment In Pakistan is the presence of a highly excessive labor force in SOEs and the difficulty that govt and other potential
investors have with labor force reduction. The shuation s potentially more difficult for the new government, one that prides Rself as a champion of the masses
and a friend of the labor.(3) The other deterrents 1o privatization are essentlally threefold. Firstly, finding buyers for SOEs has been difficult, particularly when
thoZlagovemmomhslstedonpasslngmlhoexlsllngdebtdMmmtomuw.awdsotmcexbtmuaﬂlwdabommmhlhosethathave
been passed on to private hands. Secondly, the current capial market structure does not have the capacly to support any large scale projects. Finally, a
volatie poitical atmosphere in the country tNl Zia's death, and thereafter, has hampered private sector development.

To increase the depth of the capital market, the Government has recently announced plans 1o open up a new stock exchange In Islamabad. The huge
expansion being planned, is likely to double the caphtalization of the market with the raising of Rs2 billon (US $100 méliion) from privatization.

CFP Contributions
CFP/USAID assisted in reviewing privatization activities and projects undertaken by the govemment. They aiso helped the government In determining the

feasibiiity of conducting country-speciiic privatization conferences in the future.(3) The present govt has displayed an Inclination In teaming up with
de'ormnkzo avenues for promoting privatization. The Center is likely to be cafted upon to proviie assistance in the near future. w USAID to
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Sector Type of enerprise
Complded privatizations---
AGRICULTURE EDIBLE OILS
AGRICULTURE FERTIUZERS

MANUFACTURING AUTOMOBILES

SERVICES AIRLINES

---Other reports of privatization activity---

MISC.

SERVICES WATER & POWER GENERATION

LIBERALIZATION

UBERALIZATION

PRIVATE SALE

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN
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Notes

In 1988 the govt removed restrictions on imports of edible olls by
the private sector as well as control on private sector prices. In
this connection, the govt permitted private sector ghee mifls to
produce beyond thelr rated capacity, a move that ralsed total
production and Increased competition with the state owned Ghee

Corporation.(3)

Private sector share of imported fertfizer distribution aliowed by

govt was Increased from 34% to 60% in 1987. Marketing incidentals
on imported ferthizer have been equelized both for private and
public sector distributors. Private sector share Is likely to

increase 1o 80% by 1990.(3)

Pakistan Automoblle Corporation, a state-owned enterprise has fully
divested hs shareholding in Republic Motors which was previously
ks subsidiary. The new company that Is now being run by the
private sector has been named Hino-Pak.(4)

Pakistan imemational Alrfines (PIA) Is to be privatized through
public offering of shares. The IFC’s Capial Markets Group is
currently involved In the privatization activities of PIA as
underwriter for the sale of capital.(4)

in ks attempts 1o foster privatization, the govt Is considering the
partial privatization of the following as a first step towards fulty
handing them over o the private sector: Bella Engineering (a PACO
subsidiary), Zeal Pak Cement (a State Cement Corporation unh),
Harnal Woollen (a PIDC unit), Metropoltan Steel and Pakistan
Engineering (an SEC unkt), National Refinery and the Pakistan
Telephones. Al the above are listed on the Karachl Stock Exchange
and are presently 100% govt owned .(4)

The Water And Power Development Authority (WAPDA) Is

considered as a potential privatization candidate by the govt. Given the
enormous tresource moblization problems in Pakistan, the govi is
looking for ways to move major parastatals such as WAPDA and OGDC
off-budget. USAID has been continuously working towards helping the



Sources:

Financlal. Times, July 19, 1989.

U.S. Embassy Cable (Islamabad 01546, 1/22/89)
Vuyisteke, et. al., 1968.

Financlal Tkmes, January 17, 1990.

NALON -

gom in setting up of a detachable and potentially Privatizable
Power Distribution Wing for WAPDA (3)

To encowage private sector involvement in power development, the
govt, with the assistance of the World Bank, has recently initialled a
three-year agreement calling for a consortium of largely British, Saudi
Arablan and Japanese companies to supply 1,300 MW in oli-capachy to
the national grid. The complex Is to be bullit at Hub Chowid at Hab
River in Baluchistan Province. The complex Is to be bulit by the
proposed foreign contractors on a bulld-operate-transfer (BOT) basis.(5)

ENiot Berg, “Divestiture In Developing Countries®, World Bank Discussion Papers, June 1987.

PAPUA NEW GUINEA
Overview & CFP Contributions

The government promotes the growth of the private sector by encouraging investors 1o buy shares In the SOEs offered for sale. The government requested the
assistance of CFP in planning the divesthure of s sharehoidings in 37 commercial enterprises. The government's goal is to divest a number of ts interests to
decrease administrative costs, minimize chances of fulure subsidization, and generate revenues by liquidation of ks sharehoidings. A CFP consultant identiied
and recommended companies as targets for privatization. The Minisiry of Finance and Planning approved the privatization plans of 8 of these fikrms,[1] and a

CFP consultant evaluated the tenders received by the govermnment. (2]

Sector Type of enterprise

---Completed privatizations--- |3}

SERVICES AIRLINE

---Other reports of privatization activity--- {3}
AGRICULTURE LUMBER COMPANY

Center For Privatization

PUBLIC SHARES The World Bank reports that the govt sold shares of AIR NIUGINI 1o
the public; however, the govt remains the major share holder.

PRIVATIZATION PLAN STETTIN BAY LUMBER COMPANY PTY, LTD. Is one of the largest
timber and raw miling operations In PNG. The govt holds 25%, interest
le.. 25 miion shares. The remaining 75% Interest Is owned bythe
managing shareholder, NISSHO IWAI CORP of Tokyo.
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AGRICULTURE

AGRICULTURE

EXTRACTION

MANUFACTURING

SERVICES

MISC.

PALM OIL

MARINE PRODUCTS

COPPER COMPANY

FOREST PRODUCTS

INSURANCE COMPANY

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

24

Privatization Survey for Asia & the Near East

The NEW BRITAIN PALM OiL DEVELOPMENT LTD (NBPOD) owns 2
paim ol processing miis and the Koban Coffee Plantation in the
highlands. The govt shares may only be transferred to a bona fide
resident of the country.

NEW GUINEA MARINE PRODUCTS PTY LTD Is a prawn and fobster
trawding company operating 6 vessels in the Papuan Gull and sefling
products In Japan. The govt owns about 33% of shares, HOKOKU
CORP 48.4% and NIPPON SWISAN KAISHA LTD 18.6%. Any sale of
the govt's shares can take place only with consent of the other two
owners.

BOUGAINVILLE COPPER, LTD. Is a copper property with precious
metal by-products. The govt owns 19.06% interest, l.e., a total of
76,430,809 shares, of which 5,000,000 shares are being considered for
sale. Currently, the govt's shares can only be transferred to “an
approved authority or an eligible territory resident.”

PNG FOREST PRODUCTS is a sawmiling and plywood mamnufacturer in
Bulolo, with access to near by pine plantations. The govt owns

50.9% of the shares and the remaining 49.1% are owned by INCHAPE
BERNARD. The govt through s intermediary holdings s increasing its
holdings up to 70% as a consequence of ks commitment to

purchase an additional 640,000 new shares and the repurchase of
485,000 class C shares. INCHAPE BERNARD, however, has the frst
right of refusal of any shares being sold by govi.

Formed In 1977 under an Act of Parllament, NIUGINI INSURANCE
CORPORATION Is 100% owned by the govt. However, before sale of
the govt shares, an amendment must be made to the Act which
guarantees local contracts of insurance and provides certain protection
for the employees.

Other enterprises in the financlal, agricultural and service sectors
that are undergoing privatization study:

PAPUA NEW GUINEA BANKING CORPORATION

NAMBAWAN FINANCE COMPANY INVESTMENT CORPORATION
NATIONAL HOUSING COMMISSION

MOTOR VEHICLES INSURANCE TRUST

PNG SHIPPING CORPORATION

NATIONAL PLANTATION MANAGEMENT AGENCY

NATIONAL FOREST PRODUCTS

KAGAMUGA NATIONAL PRODUCTS PTY, LTD



Sources:
1. CFP Project # 29; U.S. Embassy Cable (Port Moresby 01205, 5/15/87).
2. ABS FY 1990; CFP Project # 29
3. Vuyisteke, et. al., 19886

PHILIPPINES

Poor financlal performance of SOEs under the Marcos era coupled with the country's rapid accumulation of debt have been the major motives for privatization.
Privatization was Intially seen as a reform that Increased accountabity and reduced corruption.(1) In December 1988, President Aquino launched a program
for the dispostion and privatization of SOEs; this led to the formation of a cabinet level committee on privatization and the establishment of the Asset
Privatization Trust (APT) responsible for the valuation, packaging and marketing of many of the government held assets.(2) The committee recommended the
privaiization of 125 emterprises (lotal resources: pesos 162.9 billon, number of employees: 48,260) comprising 28 enterprises In agriculture, 33 In Industry and
64 In the services sector.(3) The government had targeted SOEs and acquired assets valued at $4 bition for sale over the next five years.(2)

Two major types of assets: (1) non-performing assets or transferred assets turned over to the National Government; and (2) government-owned or controlled
corporations (GOCCs) approved by the President of the Philippines are covered by the privatization program. To speed up the privatization program, the COP
works In close coordination with several disposition entities. To date, there are fourteen disposiion entities (APT being the primary dispostion entity)
responsible for drawing and carrying owt privatization schemes for transferred assets or GOCCs assigned to them by the COP. Each disposiion entity submits
fts recommendations to the COP lor approval particulardy as to price, buyer and terms of sale.(12)

The government has undertaken strong Inftiatives to bulld interest of investors. Debt-equity swap programs with attractive terms have been established by the
Central Bank of Philippines so that foreign investors can buy a portion of the Phllippines external debt and recelve pesos at a premium for investment in
selected areas. This program has proven to be a major contributor to the privatization process. The government has sougit a $200 milion World Bank loan to
partially finance privatization of GOCCs. It has agreed (o the World Bank’s pre-condition for the release of the loan earmarked for a three year rationalization .
program for GOCCs. The rationallzation program envisions cutting the number of state-run concerns from the current 296 to 40, making them more efficient
public service providers and financially sound and profitable enterprises. The companies, including Philippine Alrfines and all shares In banks acquired during
the Marcos administration, are planned to be sold over the next five years.

As of June 30, 1989, 120 GOCCs have been approved for privatization: 116 with approval lrom the President and 4 which were privatized prior to the lssuance
of a privatization decree. By the end of March 1989, the privatization program generated pesos 17.95 bilion In gross revenues for the government, pesos 13.6
bitilon from the disposition of transferred assets and pesos 4.35 biion from the privatization of GOCCs. Out of the total portfolio of transferred assets handled
by APT, 109 accounts were fully sold and 49 accounts partially sold. Total sales arising from the disposition of GOCCs pertains 1o the sale of 19 of these

corporations. Four GOCCs were privatized prior to the issuance of the decree and three others are In the process of dissolution. This brings the total number

ol GOCC dissolutions to 29.(12)

However, ess on privatization has been slow, lagging behind stated intentions. Whh more than 60% of the time elapsed in completing the pr m,
appfoxm‘l:loyg'zsx of lg'e target has been accomplished for the disposhion of SOEs. A number of the assets for sale are actually non-operating, '32:9 and/or
under ttigation, facing legal impediments like Injunctions ot sequestration. These negative features have created difficulties In their disposition. Because of the
unfavorable condition of some assets, or sheer expectation of investors for bargains, established prices of some assets have not been quite attractive. Also, the
Commission on Audit's (COA) requirements before and after a sale of an asset have been numerous and cumbersome to comply with. Lastly, some of the
SOEs are headed by officlals who refuse to yleld the power, influence and benefits of thelr positions, and are therefore devising ways to delay or forestall the

privatization process (J)
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CFP Contributions

A CFP study provided significant input to the govermnment’s declsion not to undertake a massive physical and financlal rehabitation of assets prior 10 thelr sale
as costs incusred would probably not be covered. The study further stressed the importance of centralization, simplicity, flexibiity and speed for the

to succeed In privatization.(5) CFP was also approached by the Ministry of Agriculture to establish a framework for the divestiture of the National
Food Authority (NFA). CFP experts reviewed the NFA non-grain business operations, assessed thelr commercial viabiity and established a fakr price to guide
the eventual sale of each operation. An action plan based on the report was developed and recommended to the government. The government has been
implementing the plan to faciitate privatization of NFA.(6) CFP was Invited to participate in an international conference In December 1968, “Philippine
Opportunities for Entreprenewrs and Investors (PHOENIX)®, which focused on divestiture of government operations. A three-member CFP team addressed
issues of asset evaluation, and engaged In a spirited interchange with panel members on the merits of alternative valuation techniques.(7) The discussions were
very well atiended and generated significant interest among senlor officials.(8)

CFP reviewed the operations of the Phitippines Cotton Corporation (PCC) and the Philippine Dalry Corporation (PDC). It was asked to review the progress
made In the implementation of recomiendations that R had earfler made for NFA_(3) The Dept. of Agriculture accepted afl the marketing strategy
recommendations made by CFP for privatization of the PCC and PDC, and & has also, as per CFP recommendations, proceeded with the opening up of an
Asset Disposal Unk to handie the privatization of POC and PCC.(10)

CFP was recently called upon to assist in finalizing the scope of work for the development of a privatization strategy for the Philippine Assoclated Smelting &
Refining Corporation (PASAR). Among the major conclusions of the Center consultant, the Philippine govt wilt have to arrange relief of its yen debt obligation
as a first step towards privatization of PASAR. The IFC has indicated willingness to perform a fackitative role In such debt restructuring. The Center is trying to
identity some investment banks that are aiso ikely to heip in the restructuring of PASAR.(13) At the request of USAID/Manila, the principal officlal In charge of
the Cabinet Committes of Privatization (COP), Mr. Diosdado Macapagal, Jr., visked the Center to discuss the basis of a Phiippine privatization strategy. In
addition 0 sirategy advice to the Department of Finance (which oversees privatization), CFP will provide technical assistance to other Phllippine divestiture
enthles.(14)

Sector Type of enterprise Actvity Notes
—Completed privatizations—
mscw privat PVT. SALE The Natlonal Development Corporation (NDC) has sold alt Rs interest
8 D/E SWAP In Tacoma Bay Shipping and Mindanao Textlies. It has also sold a

part of s holdings In Interbank and National Stevedoring &
Lighterage. Total proceeds of the 4 disposals: pesos 288.7 miltion.
40% of Interbank’s shares were bought over by American

Express (U.S.A) through a debt equity swap.(11)

PRIVATE SALE TAAL VOLCANO, a tourist resort, has been sold 1o the Tokyo-ba
SERVICES HOTEL PRINCE Hotel group for US$ 1.8 million. The company wit lme.-.::(:‘
additional US$ 9.5 milion In the resort largety almed at attracting
more Japanese touwrists.(11)

HOTEL PRIVATE SALE CEBU-PLAZA, a 420-room hotel In Central Phlippines has been sold t
SERVICES an American-Arab company. Total value of sale: US$ 156 mlllon_(g) 0

26



SERVICES HOTEL
SERVICES BANK
SERVICES BANK

MANUFACTURING MINING

---Other reports of privatization activity---
CFP>AGRICULTURE COTTON PRODUCTION

CFP>AGRICULTURE DAIRY PROCESSING

CFP>AGRICULTURE  AGRI-BUSINESS

Center For Privatization

PRIVATE SALE

PRIVATE SALE

PUB. SHARES

PRIVATE SALE

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

27

PINES Hotel, a 676-room hotel skuated in Northerm Bagulo city, the
summer caplal, has been bought over by a Fllipino-Chinese
conglomerate for US$ 4.2 mition.(11)

The Commercial Bank of Manfla has been bought by The Bank of
Boston and a group of local investors in Phiippines. The Bank Of
Boston bought s Interests through a debt-equity swap with the
govt.(4)

30% of the shares (No. of shares soid- 10.8 miion) of Manlia’s largest
bank, the state-owned Philippine National Bank was sold to the public
in July 1989.(15)

The Phillipine Government recently privatized Nonoc Mining and
industrial Corporation, which owns the largest nickel reserves in Asla.
Nonoc, which was foreclosed by the government several years ago,
was sold to a group of Fllipino investors led by Nonoc's former owner,
Cabarrus, In parinership with Non-Ferrous Corporation of the People’s
Republic of China. The new owners acquired the asset at a price of
$325 million.(17)

The Philippine Cotton Corporation (PCC)(Total assets: Pesos 209
mition) as per the privatization plan, Is to be fully divested to

the private sector. it was decided to sefl the assets primarlly

through open bidding and Rablikies were to be transferred to the

Dept. of Finance. Bidding was completed 3/88 and the tenders were -
passed on to the govt for review. No further information Is
avallable.{10)

The Committee on Privatization (COP) has approved privatization of
the Philippines Dairy Corporation (PDC) (Total assets: Pesos 17.7
mition). Physical assets ol PDC are being offered at a public
auction by the Dept of Agriculture. According to latest reports,
bidding for PDC's assets Is in progress. (5)

As per CFP recommendations In late 1966, divestment activities were
assigned by the management of Nationat Food Authority (NFA) to the
Speclal Operations Co-ordinating Office (SOCO) and the Asset
Development Unk (ADU) formed in July 11, 1987. They were entrusted
the task of determining feasibiiity of privatizing

projects under the NFA. Out of the 8 Identified by CFP, SOCO and ADU
decided to first privatize The Food Terminal Inc. In Oct 1987 a

revised plan submitted by FTI management was declared wn;vorkauo
Several other steps taken by FT! management to hasten the )
privatization process have been unsuccessful. Transfer of the FTi to the
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SERVICES

CFP>MFG.

SERVICES

MANUFACTURING

HOTEL

MISC.

AIRLINES

PAPER MILL

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN
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Asset Privatization Trust (APT) for finel sale was aiso being considered.

CFP was cafled upon to review the progress made on

privatization of operations under the NFA. Further recommendations
made by CFP are presently being studied by the govt. Once the
modaliity of privatization has been decided, finding potential
investors will not be dificult as ten groups have already offered

to purchase the NFA complex.(6)

22 state-owned hotels and resorts including the Manfla Hotel are
up for sale under the govt's privatization program. Foreign
investors are permitted 100% equity holdings In tourist ventures.
The emphasis of the govt towards promoting towrism Is very much
evident as there Is a 40% cefling for foreign investment in other
seclors of the economy. (11)

CFP Is to provide technical assistance in the divestiiure of a 240,000
annual metric ton capacity coal mine, and a ship buliding and repalk
faclity. Both are subsidiaries of the Phitippine National O} Corporation
(PNOC). The study Is 10 begin soon.(14)

Philippine Altines wil pay off ks $158 miltion foreign debt and begin s
privatization program by end 1969. it will soll a 66% stake to the
public. The akiine is currently 75% owned by the Government Service
Insurance System, which will receive a PP3 bilon loan from the govt to
pay oft Philippine Alrfines debl. The akiine will use the money R ralses
by selling equity to pay back the govt loan. The govt share witl
ultimately be reduced (o 33%. The aliine has reduced Rs foreign debt
by 68.4% but has accumulated PP8.5 bilion In net losses.(16)

The gowvt Is planning to auction off 36% of the shares In Paper
industries Corporation of the Philippines which s the country’s main
paper producer. Foreign companies, including a financial unit of Elders
IXL Ltd. of Australla, Salomon Brothers Asia Lid. of Hong Kong and an
Indonestan group have expressed interest in the 39 mition shares on
offer. The govt holds 80% of the Paper Industrles stock. The
remaining shares are at present held by several companies including
San Minguel Corporation of the Phitippines and international Paper
Corporation of the Unlted States. Afthough the shares witt be sold
through bidding on a date yet 1o be determined, the purchase witl be
carrled out through the local stock market.(16)



Sources:
1. “Business tums bultish on the Philippines”, Fortune, 3/31/86.
2. “Filipinos taunch privatization program®, Bureau for Public Enterprises Report, June 1987.
3. "Status report on Privatization®, Republic of the Philippines.
4. Stephen Haggard, "Philippine privatization paper”, Harvard University, Sept 14, 1987.
5. ABS FY 1990.
8. CFP Project Report # 7200-014.
7. CFP Project Report # 7200-034.
8. Cable: U.S. Embassy (Manfla # 39759, 12/12/88).
9. CFP Project Report # 7200-034.
10. Ronald fvey, * Phitippine Cotton Corporation- A Case Study”, Aptll 12, 1968.
11. “Destination Phitippines®, South, July 1968.
12. *Philippine Privatization Program®, A COP Report, May 16, 1989.
13. CFP Project Report #7201-114,
14. CFP Staft Report, 6/18/89. .,
15. Far Eastern Economic Review, June 1, 1989
16. Aslan Wall Street Journal, January 16, 1989 & The International Herald Tribune, June 26, 1989,
17. US. Philippine Business News, April 1969.

SRI LANKA

with the natlonalization of foreign owned ol companies and road transport services In the earty 1960s, over 20 private sector companles were
natlonalized In the 1960's and 1970°s culminating with the nationalization in 1977, under the Land Reform Act, of two thirds of the privately owned tea, rubber
and cocomnt plantations, the main source of the country’s export eamnings. As a result of these policles, The country now has one of the largest public sectors
outside the centrally planned economics. SOEs account for about 40% of the gross output In manufacturing and over 40% of the employment In this sector.
Most of the 143 SOEs, comprising 127 non-financial and 16 financlal enterprises have performed below satisfactory levels.(1) Subsidies granted to them have
turther contributed to the country's budget problems. More importantly, protection of thess emerprises against competition from abroad and from whhin
(through the granting of monopolies) has continued to be the major source of market distortions that have hampered private sector development.(2) In 1987,
serious steps began to be taken, in part through the stimulus of the conditional World Bank restructuring loans, for the government to begin to divest Rself of
siate enterprises and corporations.(3) A Presidential committes on privatization formed In July 1967 (comprising senlor level officers In the government as well
as the private sector), kientiled 18 enterprises to be privatized during the next 4 years.(4) As of now, progress In this area has been limited to the sale of some
assets and the arrangement of management contracts. Also, 11 enterprises have been partially privatized, with the state retaining majority ownership. (see
below). In keeping with the policy of divesting SOEs to Individuat Investors, the name of the Presidential Commission has been changed to "Presidential
Commission on People-isation™ and s programme of work termed People-isation of state enterprises.(7)

in December 1989, the govt and the World Bank etablished a new entity, the Public Investment Management Board (PIMB) to consider a number of Industries
as candidates for restructuring, and, In some cases, eventual privatization. 4 emerprises are to be restructured with the possibiity of evertual privatization, two
to be privatized through joint ventures, and two others to be closed down. In addhion, 4 textle miis are to supposed to be restructured. Some of the
enterprises listed by the World Bank for restructuring were already scheduled for privatization by the Presidentlal Commission. In January 1990, the Presidential
Commission declded to merge with the PIMB. Most of the Commission’s officers are now with the PIMB. PIMB wit be the sole entity responsible for

privatization.(7)
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CFP was approached In January 1966 with a request for assistance in conducting a privatization feasibiiity study of the Ministry of Health Food Extrusion
Factory Complex (The Thriposha Processing Complex). The CFP team analyzed all the future options for the management and ownership of the complex and
submitted ks recommendations to the Ministry of Health for assessment and implementation. (5)

Seclor Type of enterprise
---Completed privatizations---
MANUFACTURING TEXTILES
MANUFACTURING CEMENT
MANUFACTURING TILES

SERVICES AIRLINES
MANUFACTURING AUTOMOBILES

Activity

MGT. CONTRACT

MGT. CONTRACT

PRIVATE SALE

MGT. CONTRACT

PUB. SHARES

30

3 companies - THULHIRIYA, PUGODA & VEYANGODA under the
National Textlle Corporation(NTC) are under a management contract
with private companies for running thelr operations. (6)

BLUE CIRCLE (UK) has been awarded a management comtract for
running the operations of a Cement Corporation (CCC) subsidiary,
Lanka Cement. Lanka Cement Is jointly owned by CCC (67%) and
private shareholders (33%). Under the agreement, CCC will share ofl the
profits of Lanka Cement with Blue Clrcle Industries.(6)

GOBU TILE FACTORIES has sold off the assets of s 3 subsidiaries -
Vijaya Tlle Works, Shaw industries and Nooranl TRe Works.(6)

AIR LANKA (formerly AIR CEYLON) Is under the management of
SINGAPORE AIRLINES. The gowt Is also negotlating with SAS to
reorganize Ak Lanka. SAS has recommended to the govt to reduce s
shareholding in the alrtine to 40%. Ak Lanka has already been

converted into a joint stock company with equity participation to be
opened 10 private and foreign investors. (6)

On being restructured In May 1969, the Presidential Commission on
Privatization was given the mandate to prepare UNITED MOTORS LTD.
(UML) for privatization through sale of shares to the broadest possible
audience. Due to severe internatl strife In the country and the instabiity
of the stock market, the share lssue was undersubscribed and had to
be taken up by the eight underwriting financlal insthutions. However. a
study on the new shareholders showed that people applied from afl
over the country and that the advertising campaign was moderately
successiul. The study aiso showed the keen Interest on part of the
UML employees to acquire stock of the company.



-—--Other reports of privatization activity---
AGRICULTURE IRRIGATION

CFP>AGRICULTURE FOOD PROCESSING

MANUFACTURING POWER GENERATION

SERVICES TRADING

TELECOM

Center For Privatization

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

a

The underwriters have agreed to sef! thelr shares to the public as soon
as investor confidence retums. Even though the majority of the
underwriting Institutions are state-owned, the board of UML comprises
five individuals, four of whom represent the largest private sector
companies in Srl Lanka and the fith who Is the Managing Director of
United Motors Rself. The underwriters are, by thelr underwriting
agreement, allowed to place only one representative on the Board.(8)

The government has decided to implement an ambitious and broad
effort to begin privatization of the nation’s krigation Infrastructure.
USAID Is to assist the government in developing a critical policy
development program that will formulate the procedures and
mechanisms needed to accomplish the turnover of krigation
Infrastructure to farmer organizations. A high fevel inter-ministerial
krigation management policy advisory commitiee (IMPAC) has been
formed to provide overall direction to the policy implementation
process. A full-time secretariat will be established to conduct analysis,
workshops and seminars as an integral part of implementing the policy
objectives. The overall policy goal Is to privatize the downstream
krrigation infrastructure at the earllest opportunity. Farmer organizations
will be developed and trained to mobliize resources for operations and
maintenance.(9)

CFP was called upon to undertake a feashbiiity study for the
privatization of Thriposha Processing Complex. CFP recommendations

for the type of management and ownership of the complex are under
review.

ADB s assisting the Lanka Electrichy Company (LECO) In ks
insthutional strategy study to address the role of the govt In
power distribution and the desirabliity & benefits of private sector
involvement. The study Is expected to be over shortly.

An exercise carried out by the Committee on Privatization (COP) to
determine the feasibility of privatizing the State Trading
Corporation (STC) has shown encouraging results. STC includes the
State Trading General, Tractors, Textles and Consolidated Exports.

As proposed by COP, all subsidiaries under the STC will be converted
into exp(o;t-lmpon trading houses to be run under the private

sector.(6

Privatization efforts over the past two years have included the

decision to transfer the Telecommunications Departmemnt (SLTD
private sector. The legislation for privatizing the SLTD iIs Ir(n ) 1o the

Privatization Survey for Asia & the Near East
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the drafting stage. The govt seeks foreign equity participation and
whl aiso retain a share in SLTD. The modatiiies of ownership are

not known yet. Any foreign partner would have a strong say In the
downstream procurement; Japanese and Westem European firms have
shown the strongest interest In SLTD so far.(6)

5

Hemming & Mansoor, “Privatization and Public Enterprises.®

Ak Gram: U.S. Embassy (Colombo, 7/1/87).

CFP Stafl Report, 7/3/88.

Cable: U.S. Embassy (Colombo # 05715, 10/1/87) & (Colombo # 337274, 10/29/87).
CFP Project Report # 7200 - 044.

Vuyisteke, et. al., 1968.

Cable: U.S. Embassy (Colombo # 01253, 02/23/90).

Cable: U.S. Embassy (Colombo # 08272, 12/20/89).

Cable: U.S. Embassy (Colombo # 06784, 10/6/69).
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THAILAND

The policy of restricting the Increase in the number of state enterprises dates back to the early 1960's when the government decided to foster the growth of the
private sector. This resulted In a gradual decline In the number of SOEs from 100 In 1960 to 67 in 1987.(1) Though these enterprises have been producing net
operating revenues for the state, they have also accounted for 60% of the country's foreign debl. Moreover, thelr remittances of profits to the government have
been deciining. (2) Privatization has very much been the top priority of the government since 1965. The National State Enterprises Committee (NSEC), headed
by the Deputy Prime Minister and comprising senlor government officlals and private sector businessmen, was formed In 1986 to set policy and advise on
privatization.(3) However, the government’s policy to selt off SOEs has not gone lar, essentially due to three reasons. First, privatization has run into strong
opposition from labor unlons and vested bureaucratic interests. The government is torn between potential political risks and financial imperatives. The unions
are stronger in state enterprises than In the private sector and are thweatening to step up thelr campaign against privatization on the argument that k would
affect many jobs (perticularly so In the case of the tobacco industry, a monopoly of SOEs where aimost 30% of the wage bl goes on overtime). But though
the government Is dedicated to increasing efficlency, the unlons may raise objections.(4) Secondly, the general public does not understand how R wilt benefit
from privatization. The newly-formed Securities Exchange of Thalland (SET) Is running about a dozen courses a year on investment that are attended by
around 200 potential investor per course. The third reason why the government has not been able to more actively pursue privatization Is that the industries
that k wants o divest are Industries the private sector seems (o least want.(2)

With the formation of a new government In mid-1968 the National State Enterprises Committee (NSEC) was dissoived. but according to latest report k has
reestablished.(5) The Thal cabinet has recently endorsed a proposal cafling for the partial privatization of the country’s power generation and cmnmunlcaug:m
industries. (see below for detalls) The Cabinet’s decision s likely to have an important impact on the pace of privatization in Thalland and on the developing of
the country's narrowly based caphtal market. According 1o the Ministry of Finance and Natlonal Economic and Soclal Development Board, the government wit
not be able to provide the huge development sums needed by SOES In the next five years. The Electriclly Generating Authortty of Thatand (EGAT) and the
Telephone Organization Of Thaland (TOT) have caphal spending requirements of $8 bittion over the next five years. With assets valued at about US $4 bhilon,
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and total employment at 31,114 In fiscal year 1986-87, EGAT Is by far the largest SOE. It Is, however, also the largest single borrower of foreign loans, having
incurred total foreign debt of more than US$2 bittlon in fiscal year 1986-87. The Finance Ministry is belleved to favor flioating 30% of Thal Alrways shares

initiafly.(see below for detafls) Listing the shares would ease the liquidity problems of the SET, where shortage of stock has contributed to the very sharp rise In
the main index this year.(13)

CFP Contribution

CFP participated in a privatization policy conference on “Appropriate Models of Privatization for the Shth Economic Development Plan®, held in Bangkok,
August 6-7, 1988. A CFP consultart addressed distinguished government officlals on the various strategles employed In developing a successful privatization
climate In the country. The highlights of the address were the necessary approaches towards privatization, negotiating transfers and the role of the govermment
after divesthure.(7) Several recommended strategies were later adopted and incorporated in the Sixth Economic Development plan lald out by the
government.(6)

CFP assessed the privatization climate in Thalland and recommended terms of reference for follow-on work to develop and implement a national privatization
strategy for Thalland.(2) During April 1988, a draft proposal based on CFP’s report was submitted 10 USAID by the Comptroller General's office. The proposal
cafls for USAID to provide long-term technical assistance to enable the National State Enterprises Board (NSEB) to prepare and implement a privatization plan.
The Center has been recently called upon to investigate the desirablity of privatizing the Telephone Organization of Thaland (TOT) and the Communications
Authority of Thalland (CAT) and also assist the local USAID mission In proposing a phased approach to formulation of a strategy on private sector participation
in the development of Infrastructure and utliies in Thalland.(8)

Sector Type of enterprise Activity Notes
---Completed privatizations---
MANUFACTURING PAPER MANUFACTURE PRIVATE SALE Bang Pa-In paper mil (total assets-277.48 milon baht; net

losses-7.78 milion baftt), an enterprise under the Ministry of
Industry was sold through a private placement in 1985.(3)

MANUFACTURING ALUM MANUFACTURE LEASE PHAISARN, a private company, was given leasing rights to
operate the State Alum Factory. PHAISARN Is a joint venture

betwe(en)Thd Acid Industry Co. & Phaisarm Industry formed In
1978.(10

MISC. JOINT VENTURE The Thal Marble Corporation (Assets: baht 76.41 milion & net
profits: baht 16.41 millon) and Erawan Hotel, both under the
Ministry of Finance, underwent divestiture in 1968 and 1987.
Thal Marble was sold through direct negotlation and the Erawan
Hotel, closed down earller, will be re-opened In 1991 as a Joint
venture with Amarin Development Co.

Private concerns have been permitted to partlafly take over t
MISC. operations of the State Rakway of Thalland and yBangkok Ma::
Transk Authorlty. The E-sam Bag Company & the Chonburi
Company have also been privatized. Detalls are not
avalable.(11)
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MANUFACTURING JUTE

—Other reports of privatization activity-—

SERVICES

TELECOM

ELECTRIC UTIUTIES

PUB. SHARES

PRIVATIZATION PLAN

PRIVATIZATION PLAN

J4
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The North East Jute Ml Co. Lid (tolal assets-168.18 milion
baht & net profits - 16.41 mittion), an enterprise under the Min.
of Finance, was privatized through the sale of 60% of Rs shares
on the Securlty Exchange. The Ministry retained 30% shares

investment plans to expand the capacity of the country’s
overstrained electricity generating industry will cost an
addhional US$7 bilion over the next ten years, the bulk of
which Is to be financed through foreign borrowing. The burden
of debt servicing to be bome by the state Is Iikely to get
increasingly heavier. The Cabinet has endorsed a proposal
caffing for the partial privatization of the electricity generating
Industry. Under the Finance Ministry’s partial privatization plan,
approved by the Cabinet, the Namphong power plamt in North-
sast and five other power projects will be opened up to private
sector participation. The Finance Ministry was assigned to
study aiternatives for the EGAT, the state enterprise responsible
l;rqpowugmbnmw A total of 10 EGAT

ects were studied Namphong project could be
considered for privatization in the first stage. The Aslan
Development Bank will provide funds to the EGAT to hire
consultants to study sultable procedures to carry out the
privatization plan. Studies are expected to be completed in the
next 4-5 months. There will also be studies to privatize five
other projects for the northern power supply of EGAT. The
Namphong project and the other five projects need to be
partiafly invested by the private sector to the tune of Baht
30-40 biMion. (13)

The Cabinet has endorsed a proposal caling for the partiat
privatization of the telecommunication Industry. it has approved
two methods to fund expansion projects planned by the
Telephone Organization of Thaland (TOT). The methods- debt
n: embellly. financing- \:'lld?&u;e:mnlon to the state
enterprise’s revenue. In , the phone

Issue bonds for domestic and offshore loans and s;gzmm
leasing or hire purchase altematives. In equity financing, the
private sector wil be allowed to purchase shares of the l'ngoncy
which wilt be listed on the stock exchange pending an



amendment to the current TOT act. Majority of the
shareholding Is to be with Thal companies and individuals.(10)
SERVICES AIRLINES PRIVATIZATION PLAN Though st not clear, some form of partial privatization Is in the
pipeline for Thal Arways international. The aline Is estimated
to need some $1.2 biltion for new alrcraft purchases in the next
thvee years. While exact detafls are not avallable, R seems as
though the Finance Ministry Is in the favor of floating 30% of
the aktine intially. In the meanwhile, the management of Thal
has aiso put forward a plan to privatize the national carrler.

The idea proposed by Banque Indosuez, Is to lssue non-voting
preference shares called “perpetual certificates.” The lssue
could involve raising a total of Baht 10 bition (US $368.3
miftion), according to Thal finance officlals. (10 & 15)

SERVICES COLD STORAGE PRIVATIZATION PLAN The Cold Storage Organization (CSO) under the Finance
Ministry Is to be privatized. The Ministry has set up 2
committees 10 fook Io the matter. The first committee Is
seeking ways to recommend to the govt on how to privatize the
agency. The second is responsible for hiring a consultancy
firm to evaluate the CSO’s assets.(12)

SERVICES MARITIME PRIVATIZATION PLAN The govt Is presently conducting a study for privatizing the port
faclities of Sattahip, deep sea ports at Laem Chabang and Map
Ta Put ports, Songkkla and Phuket ports, etc. The options
being considered include management comtract, private sale via
tenders from port faclity users and granting of private treaty
grants for exclusive users and leasing.(10)

Sources:

- @O ONDPRELWON =
i Radi P

-t ot -t
(3,00 S~ N N

Treasury Excerpts.

*A Survey Of Thalland®, The Economist, 10/31/87.

e o meners I .o".obloms desphe high growth”, Nation p.18, 8/11/88

“New faces pr e *, Nation p.18, \
‘Pmam dissolved”, The Bangkok Post, 8/17/88; CFP Interview, 10/12/88.
*Chances dim for listing of more state-owned unlts®, The Natlon, 7/19/88.

CFP Project Report # 7200 - 026.

CFP Staff Report, February 1990.

Memorandum, U.S. Embassy (Bangkok 12/21/87, Larry Brown); ABS FY 1990.

. Vuyisteke, et. al., 1968.
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TUNISIA

The government of Tunisia, on ks own inltlative, plans to move away from centralized economic planning. The government's first step was to define Rs major
objective for privatization. The government’s goal has been to Increase popular participation of all soclo-economic groups in economic growth. Privatization in
Tunisia Is theretore viewed as a means of improving productive efficiency and the distribution of weaith(t).

Two historical factors led to the intervention In the economy (that Is, planning, price controls and promotion of public enterprises) and to a significant increase
in the importance of the public sector in the Tunisian economy: the departure of French cadres who were responsible for operation of the SOEs, and the
absence of a managerial class and a strong private inltlative. Subsequently, government intervention led 1o certain structural problems such as inefficlent
resource affocation, poor quality products, lack of competitiveness on the international markets, heavy debis and an unfavorable balance of payments
poskion.(2) As a result, the government plans 10 restructure the economy by privatizing companies in the public sector that compete with the private sector.
The government’s privatization program does not focus on what are seen as large strategic sector enterprises.(3)

Currently, the ratlo of public-to-private ownership Is approximately 60% to 40%. Public enterprises dominale the economy; they provide 60% of exports, 20% of
GOP and 33% of all wages. Public enterprises employ almost 50% of the workforce. in August 1987, the government passed a law which provided the
creation of three decision-making bodies: the Inter-Ministerial Commission to choose the SOEs for privatization, the Restructuring/Privatization Commission to
undertake required analyses and structure the privatization deal and the Follow-Up Commission to carry ot the privatization transaction. Subsequently, In
February 1989, the government passed a law where these individual bodies were combined o a single higher level Commission (CNAREP) chalred by the
Prime Minister. The Tunis stock exchange Is also being expanded and strengthened to broaden ownership of productive facliities.

According to latest reports, The Tunisian privatization program Is moving at an appreciable pace, with significant sell-offs of SOEs occurring regularly. In 1969,
GOT parastatals worth over $62 million have been divested to the private sector.(see below for detals) , _

The success of the program can be atiributed to 1) the sincere commitment of the govt to proceed with the program 2) the gowvt's decision to streamiine the
implementation program with a single powerful committee located in the Prime Ministry 3) the collaborative approach of the donor communtty, particularly the
World Bank & USAID and 4) the govt's recognition of the high quality technical assistance provided by the Center. (For Center's activities in Tunisla, refer to
“CFP Contributions™ below) (4)

CFP Contributions

CFP experts participated in the privatization workshop of the First and the Second Tunis Conferences on Privatization, which addressed the pollical, economic
and technical prerequisites for implementing a privatization program.(5) In September 1987, CFP sent a five-person team to Tunisia to meet with high{evel
government officlals regarding privatization opportunities.(6) The First Tunisia international Conference on Financial Markets Development in May 1988 set the
stage for further development of the Tunisian financial markets through CFP.(7)

Two Center consultants arrived In Tunis In December 1988 1o take up assignmens in the Prime Ministry and the Bourse/Stock exchange as the principal
advisors 10 the GOT In s program of privatizing SOEs. The two member long term team has been tasked to carry out a diversiied program of technical

ist in privatization. The team has made signfficant progress In Rs first 1 year of operation. The team submitted analysis and complete accounts on
;s::’ S| ancem eg:erprlses that have been reviewed as candidates for privatization. The team has also reporied close coordination within the donor ¢

support for Tunisia’s privatization efforts, with a $130 miition approved World Bank loan, and additional support from IFC, UNDP and other bRateral donors,
notably the United Kingdom (8)

]}



The Center organized a conference on leveraged management buyouts In Tunis in May 1989. The banking community was Invited to be a major participant in
the seminar. The conference demonstrated the setlousness with which the government considers the labor surplus issue, and Rs wiltingness to consider
various approaches 1o a solution of the problem. Over 150 participants, including heavy representation from the local banking community attended the
conference. Among those present were the Minister of National Economy and the Executive Director of the Privatization Commission.(9)

Sector Type of enterprise
---Compleled privatizations---

EXTRACTION MINING
MANUFACTURING TEXTILES
MANUFACTURING TEXTILES
MANUFACTURING MARBLE COMPANY (SUBSIDIARY)
SERVICES HOTEL

SERVICES HOTEL

SERVICES HOTEL

SERVICES TRANSPORTATION
SERVICES HOTELS
MANUFACTURING TILE FACTORY
SERVICES HOTELS

Center For Privatization

Activity

CAP. RES/PRIV. SALE FLUOBAR increased Qs asset base with private sector and World

CAPITAL RESTRUCT.

CAPITAL RESTRUCT.

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE
PRIVATE SALE
CAP. RESTRUCT.

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE
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Bank/IFC Investment, decreasing the govt share from 95% to 45%.
ARMICO, an Arab mining company, owns 39% of the shares and the
World Bank/IFC-11%. Wih an Increase in potential investors, the govt
intends to further divest the company.

SITER was the subsidiary of SOGITEX, a state-holding company. The
World Bank /IFC restructured the capital through Guaranteed Recovery
of Investment Principal (GRIP).

SITEX, another subsidiary of SOGITEX, was privatized via capltal
restructuring; |.e., prior to private sale and public share

offering, the capltal and asset base of the company was Increased in
order to attract potential lnvestors.

MARBRERIE DE THALA, a marble subsidiary was sold to a private
Tunislan businessman.

HOTEL ULYSSE DE DJERBA was privatized via private sale to a local
business group.

HOTEL HANNIBAL was sold to a local group.
HOTEL MIRAMAR was s0id to the local bank BTKD.(10)

SRT was privatized partiafly; L.e. the freight operations were spun
off and sold.

Four hotels were among the completed privatization transactions,
including the Hotel International in Tunis, sold In March 1989, and
another group of three hotels located in Monastls, Hammamm and
Jerba.(8)

CARRELAGAS DE THALA, a the factory was sold to a private investor

Hotel Oasls, Hotel Mabrouk, Hotel Skanes, Cale Maure La Falalse
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MFG.
MFG.

MARITIME
MFG.

SERVICES
SERVICES

MFG.

MISC.

Sources:
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FOOD INDUSTRY
MOTORS

FISHING

GIRDERS
TOURIST
TOURIST

PACKING

9. Vuylisieke, et. al., 1968
10. Financial Times 10/30/88.
11, CFP Staff Report, January 1989.

PRIVATE SALE
RESTRUCTURING

PRIVATE SALE
PRIVATE SALE
PRIVATE SALE
PUBLIC SHARES

PUBLIC SHARES

PUB. SHARES

L Gray Cowan: Review of interview with Mr. Haneshi, Tunis, 1/23/88.
Report on The Privatlzation Conference, Aprll 22-25, 1987, S. B. El Hannachi.
Report on Trip 1o Tunisia (9/24/87 10 9/27/87), T. de Saint-Phalle.
CFP Sialt Report, 6/7/69.
Dept. of State Cab'o/ (élalo 069306, 3/10/87), U.S. Embassy Cable (Tunis 07529, 7/8/87) and (Tunis 05673, 5/31/88).
ABS, FY 1990.

U.S. Embassy Cable (Tunls 06065, 7/9/68).
CFP Staff Report, 6/9/69.
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SIAC sold to a Tunistan investor.

Soclete Tunisienne des Moteurs. The govt reduced Rs shareholding In
this enterprise from 100% to 58%.(11)

SITPEC- Sale of Trawlers.(11)
Les Cavelages Tunisiens- Privatization of one girder entity.
SDT, Restaurants and Clubs privatized.(11)

BNDT- Ptlvatlzhtlon of 56.4% participation in OAMARIT Tourist complex.
Total value of transaction: 2,929,000 Tunisian Dinars.(11)

STUMETAL- Privatlzation of public banks and govt participation. Total
value of the transaction: 5,238,000 Tunistan Dinars.

Three participations of STE BATIMENT In Tunisle Bols, Comptolrs
Staxiens and Chafroteaux & Maury were sold tiwough a public share
offering In November 1988. Total value of the transaction- 2,300,000
Tunisian Dinars.(11)

TURKEY

. ivate investors, both domestic and foreign, and t k
Privatization Is a major com m of the government’s strategy to open the economy to pr ) 0 make the
ecoﬂommv more resp!)nswe tmmesilc and intemational market lorces.(1) The government took s first steps towards privatization in 1984 when R organized
and executed two public ofterings  Although the government only sold a minorty of the shares In each case, the transactions whetted the public's appetite for
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long-term privatization. (2)

The govermnment received active support from the World Bank which financed four major technical analysis. Three of these were subsector analyses, le.,
cement (Semam Metra Conct), texties (The Boston Consulting Group) and fertiizers (Arthur D. Little). In these sectors, SOEs have controlled more then 50%
of the production in Turkey; moreover, in the case of fertlizers, they have controlled almost 100% of the distribution. In the fourth analysis, Morgan Guarantee
(U.S.) was awarded the contract to analyze 32 SOEs and design a national privatization strategy, and classity each according to the prospects of privatization.
Recommendations were submitied in June 1966.(2) In the summer of 1967, a new privatization plan was made public, and the Public Participation Fund
created 10 make recommendations on alk crucial matters of privatization implementation and oversee thelr transkion. Ministerial level councils were given the
authority to make final decislons on entities to be privatized.(3)

in spite of these significant measures, privatization activity in Turkey has been siow. The government faces resistance from a coelition of

bureaucrats, labor unlons and local poliicians, all of whom have feel threatened by the proposed privatization goals. The program also has to contend with a
macro-econommic policy environment that requires numerous adjustments to become more attractive to private investors; such reforms include Hifting price
controls, liberalizing interest policy and remaving import barriers.(3) The collapse of the Istanbul stock exchange in 1987-88 and the unhappy experience of the
sale of the government’s stake in TELETAS (where shares quickly fell below the price investors originafty pald for them) have ruled out the idea of an another
fiotation right now. As an altemative, the govt Is now selling off enterprises directly to the private sector.

In 1968, the govt decided to gradually' implement the privatization of SumerBank & Petkim. These are conglomerates specializing mainly in textlles and
petrochemicals respectively and they are one of Turkey's largest industrial enterprises. The two corporations now head a list of 45 industrial companles In
which the government's stake has been handed over 10 the Public Participation Fund. They span a diverse range of activities from cement, tourism,
supermarkets, fertilizers, electricky, motor vehicles, agricultural chemicals, and liquid gas.(9)

CFP Contributions

CFP conducted an intensive 2 week orlentation program in February 1966 for four senior Turkish government officlals in Washington, D.C. and New York. The
program included a thwee-day intemational conference on privatization organized by AlD and meetings with officlals of leading firms in privatization In New
York.(4) CFP experts were called to discuss privatization in Turkey with emphasis on the divestiture of TARIS, an agricultural co-operative, processing and
marketing firm in 1zmkr. The experts made an in-depth assessment of TARIS operations, including ks organizational, functional, financlal, production and
marketing activities.(5)

The Center in association with the UNDP, the Turk Economi Bankasi, Misr-iran Development Bank and the Amman stock exchange, Jordan co-sponsored the
first in the serles of three reglonal conferences on Privatization: MedRerranean Expetience in Istanbul In December 1988. The conference served as an
exchange of experlence and information among the Turkey, Egypt & Jordan; countries which share similar development objectives.

Sector Type of enterpiise Activity Notes
-------------------------------- | semaw

---Completed privatizations---

SERVICES BRIDGES PUB. SHARES In ks attempt to Initlate the privatization process In late 1984, the

sold shares equivalem to 34% of the revenues ($23 mMion) of the
famous Bosphorus Bridge (connects the continents of Asla and
Europe). The sale was carrled out by the offering of Revenue Sharing
Certificates. The certiiicates were oversubscribed and were completel
s0id to about 15,000 local ivestors.(2) y
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SERVICES BRIDGES
TELECOM

---Other reports of privatization aciivity-—
MANUFACTURING BOTTUNG PLANTS
MANUFACTURING CEMENT
SERVICES HOTELS
MANUFACTURING PETROCHEMICALS
MANUFACTURING STEEL

PUB. SHARES

PUB. SHARES

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE

PRIVATIZATION PLAN

PRIVATIZATION PLAN
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Kaban Dam was also partially privatized in 1964 by the sefiing of shares
equivalent to 22% of the dam's income (about $92 mition). The sale
was carried out by offering revenue sharing certificates to the local
investors.(2)

TELETAS, a telecommunications company privatized in February 1968
was the govt's first substantial privatization after the passage of the new
privatization law in 1987. 22% (total value $12.9 mition) of the govi's
40% shareholding in TELETAS was sold 1o wvestors. The remaining
39% of the shares are at present held by Bell Telophone Manufacturing

Company (Belgium).(6)

The Housing Development and Public Participation Administration
(HOPPA) Invited bids for 88% of ANSAN. The bottiing capaciy of the
plant Is 5.4 mition cases (currently 90% utiized). The plant was
sold in January 1989 to a wholly owned subsidiary of Coca Cola
Company, U.S.A. An another bottling plant, MEDA was aiso soid to the
Coca Cola Company.(?)

5 cement plams owned by CITOSAN, the state-owned cement
corporation, were sold to La Soclete de Cements Francals for $105
mifion, with undertakings to Invest a further $70 mition in them and sefl
back a 40% share through a public offering within five years.

TURBAN A.S., a chain of 18 hotels and 4 Marinas, was put up lor sale
in May 1989. Interested parties were invited 1o register thelr interest
wihh the govt’s financial advisors, Morgan Grendefl & Co. Ltd, London
and Tekstibank, istanbul by July 15, 1989. No further detalls
avallable.(8)

PETKIM, the country's major petrochemical producer with 2
petrochemical plants and a tyre factory Is 10 be sold. Inkial analysis is
alimost complete and Information memorandum should be avallable end
December with bids expected to be invited in February. Negotiations
with core Investors Is Hkely to be completed by the middie of 1990 and
flotation fikely to follow thereafier. Midiand Momague, Price

Waterhouse and Turk Econom! Bankassi have been appointed as
advisors to the govt for facliRating the privatization of Petkim.(6)

The government Is seeking buyers for a 52% stake in ERDEMIR.
state-owned company engaged In the manufacture of fat ptodu'cq, n
Eregll. The buyer’s lnvestment plans as wefl as price, wit play an



important role in the sale of the enterprise. The aim Is to Increase
production from present 1.8 million tonnes per annum to 3 mittion
fonnes In the first phase and then to 5.6 million tonnes by the end of
the cenlury.

MISC. PRIVATIZATION PLAN The govt Is studying options for privatization of SUMERBANK, one of
Turkey's largest SOEs. It has a varlety of interests that include 44 bank
branches, 465 retall stores and a textle manufacturing business
accounting for 50% of the country’s textlle industry. Two textlie
mamutactring firms are to be selected for divestiture In 1990. Barclays
de Zoete Wedd, Coopers & Lybrand and Interbank are the advisors to

the govt on Sumerbank divestiture.

Other enterprises being considered for partial divestiture are:

a. Arcelik (Household appliances) - 25% of the shares to be soid
b. Bolu Cimento (Cement) - 35.33% to be soid

c. Celik Halat (Cables) - 29.28% to be sold

d. Cukurova Elektrik (elec. utity) - 25.41% 1o be sold

0. Heldas (insecticides) - 5.47% 1o be sold

1. Kepez Elektrik (elec. uthity) - 43.68% to be soid

Sources:
1. “Privatization Efforts Mave Forward®, Turkish Business Review, June 1987,
2. Roger Leeds, “Briefing On Turkey,” 5/23/67.
3. Roger Leeds, “Turkey: Implementation of Privatization Strategy”, December 1967.
4. Cable: Dept. of State (Ankara # 031093, 1/31/86).
5. CFP Report # 7200-009.
6. CFP Report # 7200-065.
7. Financial Times, 1/24/89.
8. Financlal Times, 12/6/89.
9. The Economist, May 27, 1989.
10. Privatization International, November 1989.

YEMEN-SANAA

There are 208 ic and mixed ownership corporations in Yemen, most of which were established after 1972 as efforts to counterwelght private monopolies and
oligopolles atm generate employment. Most of these public sector corporations are run on a commerclal basls though subsidies constitute 10% of curtent

expenditures.

USAID's approach Is based on policy dlalogue on the economic fundamentals of free and open markets, encouraqlng direct compethion afrom private sector
whth the sg‘gs. The USAID misslon has Inltlated two Important policy studles In Yemen. Firstly, a study of Yemen's financlal markets was undertaken by Ermnst
& Young, which identifled a number of structural and policy constraints to deepening these markets, expanding commercial bank and nvestor participation,
Secondly, a policy framework analysis was conducted by a team of distinguished U.S. economists, almed at Identifying macro-economic and financiaf policy

constraints to overalt economic growth.
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Reglonal Background

A controversial study by the World Bank and the United Nations Development Programme concluded that African countries which have over the last several
years adopted structural adjustment measures, mainly as advocated by the World Bank and the International Monetary Fund, have experienced better economic
performance than non-reforming countries. This evidence that internal policies affect performance at least as much as extemnal factors (e.g.. terms of trade,
debt servicing difficulties) lends support to the arguments for privatization and related reforms. The method and pace of reflorm, and especlally Rs impact on
the poor, are st matters of much debate, but nevertheless a clear trend can be identifled that governments are moving away from centralized planning and
strict controls on economic activity and towards more open markets and rellance on the privale sector.

One of the most dramatic shifts has come in the fleld of agriculture. A recent U.S. Departiment of Agriculture study found that “at least eight countries have
ended state monopolies for marketing ol particular agricultural goods since 1985 (Congo, Guinea Blssau, Matawl, Niger, Nigeria (all six of ks marketing boards),
Sierra Leone, Somalla, and Zambla). At least six countries have underiaken programs to privatize state involvement in agriculture during the same period
(Benin, Ghana, Guinea Bissau, Nigeria, Slerra Leone, and Togo). These countries, along with those clted by the World Bank in 1981 as already privatizing
{Mozambique, Senegal, Uganda, and Zake), account for more than half the population of Sub-Saharan Africa.”|2)

Sources:
1. Africa’s Adjustment and Growth in the 19680s. Washinglon: World Bank and the Unlted Nations Development Programme, 1989.
2. U.S. Dept. of Agriculture. Agriculture in the Uruguay Round: Analysis of Government Support. Washington: USDA, Agriculture and Trade
Analysis Division, Economic Research Service Stall Report AGES880802, December 1968.

Country Specific

ANGOLA

The private sector plays a minor role in Angola’s economic development strategy. The government nationalized factorles, firms, and plantations abandoned by
the owners in the wake of s independence from Portugal in 1975. More recently, the government has shown some Inclination to privatize the fishing, mining
and construction industries. A 1987 inltlative, bolstered by July 1988 legisiation and based on IMF-style programs, has among its objectives greater autonomy
for SOEs, economic liberalization and private sector development. Civl war, In addition to a lack of managerial talert, are the most important obstacles to
more rapid progress. Following Rs election to the IMF in mid-July, Angola joined the World Bank In September 1969. The membership has paved the way for
a substantial loan, which Is likely to include financing for energy development and the rehabilitation of the country’s run-down manutacturing sector.

Sources:;
Export Pre-financing Revolving Fund (EPRF) Systems in SADCC, draft, October 1907.
New York Times, 7/30/87.
Investors' Guide 1o the SADCC Countries, July 1986. .
“War-ravaged economy forces the pace of Angola’s reform Financlat Times, n/d.
*Suddenly, the business of Angola is business® Business Week, 1 May 1969,
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The government of Benin Is expected to sign an agreement with the World Bank and the IMF for structural adjustment.[1) The performance of the parastatals
h"a:“:'n *;mdnd oxplo;i‘lallom. therefore the government Is considering privatization plans for several money-losing SO'Eo. including a state agﬂctm':l

Sources:
1. West Africa, 8/27/88.
2. New York Times, 7/30/07.

BOTSWANA

Waestern-style market economy; government gives preference In lending to private firms controlfled by nationals. Some sectors of the economy remain under
government control, primarily through the Botswana Development Corporation (BDC), in agribusiness, mining, energy, hotels and fight manufacturing etc. Joint
ventures with the BDC are encouraged. Many community and rural development programs emphasize sustainable income generation, as have land use and
natural resource conservation projects. Botswana must import much of Rs food, and some proposals call for proceeds from U.S. grain sales made on local
currency credt may be channeled Into such employment-generating rural development projects.

The government Is developing the Indigenous private sector primarlly through training, investment promotion and credk expansion projects. USAID has assisted
in these efforts. Major parastatals stil provide water, electricky and telecommunications which are considered essential public services. However, these '

parastatals are operated itke private firms even though they report to the Government.

Sector  Iype of enterprise Activity Notes

SERVICES HOTELS MANAGEMENT CONTRACT  Cresta Hotels, part of the Zimbabwe  based TA Holdings Group, was
recently awarded a management contract to run the sbq hotels of the
Marakanelo Group in Botswana. Marakanelo is 40% owned by Cresta
whh the remaining 60% of the equity being held by the state holding
company, the Botswana Development Corporation.

Sources:
US Treasury, 1985
Front Lines Radlo, 6 Jan 1989
ABS FY 1990
Business International, September, 1969
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BURKINA FASO

The trevolutionary government installed in 1987 emphasizes private sector devel focusing on rural devel _rella
participation. As of yet, however, there is no Indication that privatization plans m camedwom, evelopment, seli-rellance and increased popular

Sources: CP FY 1969

BURUNDI

Approximately 50% of business Is in private hands. Of 17 SOEs one has aiready been privatized and three are being Nquidated.[1] Coopers & Lybrand Is to
assist government with the privatization plan. Due to the imited investor potential in Burundi, C&L Is to look into the nelghborh; cl:ounmes for lm;y.s'!.m.lzl In
1965, a World Bank team visted Bururidi and completed a comprehensive study of the private and public sectors, including an analysis of SOEs.{3] In 1966,
the World Bank and the IMF came up with a relorm program to reinforce stabliization and improvement of balance of payments, which included the
rehabliation or privatization of certain parastiatals.[S] USAID's strategy for structural adjustment emphasizes support for the private seclor, espectafly the

agribusiness activities.

Sowrces:
US Dept. of State cable (State 016333, 1/17/86).
US Embassy cable (Bujumbura 1029, 3/3/66).
Kehh Marsden and Therese Belot, “Private Enterprise In Africa®, World Bank Discussion Paper, July 1967.
CP, FY 1989; ABS, FY 1990.

CAMEROON

The privailzation program In Cameroon falls within the wider context of a state-owned enterprise (SOE) rehablitation program which In tum has been
undertaken within the framework of the IMF/World Bank austerity and structural programs. The structural programs are being carried out In response 10 a
deteriorating economic skuation characterized by farge budget and the balance of payments deficks, a mounting debt burden, negative economic growth rates
combined with the growing Inefliciency and the heavy financlal cost of the SOEs.(1)

tn 1987, the Government created a Rehabitkation Mission for SOEs composed of two organs: a polltical or decision making organ referred 1o as the
imerministertal Commitiee: and a technical organ referred to as the Technical Commission. Under the auspices of the World Bank and the UNDP, the Technical
Commission performed a detalled study of all the SOEs In which the state owned 25% or more of the share-holder caphal as well as a study of the macro-
economic and Instiutional environment in which the SOEs operate.(2) The Commission started ks work with a priorty list of 75 SOEs in January 1988 which
covered the 4 key sectors of the economy: agricuiture, commerce and Industry, transport and finance. The presentation of recommendations to the
inerministerial Committee by the Commission were made from October 1968 through March 1989. Some 80% of the recommendations were accepted by the

Commhies and approved by the Head of State.
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The govt has decided that out of the 75 SOEs, 16 will be liquidated, 8 wil be privatized and the remaining 51 will be maintained In the State portfolio and
restructwred. In addRion, decisions have been taken to deregulate and liberalize the economy, promote competition and stimulate the private sector, as well as
rationalize the instiiutional enviconment. Since March 1989, the Commission has been elaborating detalled action plans for the implementation of the
rehabiitation program with the assistance of Rs consultarts.(1)

USAID Is supporting the government in an agricultural marketing project proposed for 1990. The government has evinced keen interest In the privatization of
various agricultural marketing functions that are currently In the public or semi-public sector.(3)

Sector T Activity Notes

—~Completed privatizations---

MFG. BRICKS, FERTILUZERS - LIQUIDATION SIRICOM (a brick manulacturing company) and SOCAME (a fertllizer producer) have
both been liquidated by the govt.(2)

MISC RAUBBER, SUGAR MGMT CONTRACT HAVECOM (rubber), SUCOCOM(sugar) and Cameroon Transport were all privatized

AND TRANSPORTY through signing ol managemem contracts.(2)

---Other Reports of Privatization Activity---

SERVICES BANKING UQUIDATION The Government has announced the liquidation of the state-owned bank, Soclete
Camerounaise de Bangue (SNB). The closure has been due to a lax ferding policy,
which led to severe bank liquidity problems. At the same time, France's CredR
Lyonnals has set up a new bank, Soclete Commerciale de Banque Credi Lyonnals
Cameroun (CLC), in which t has a 65% stake, with the government hoiding the
remainder.(4)

Sowrces:

1. Cameroon Action Plan, AEMP Seminat, September 1989, .
2. Candoy-Sekse, Rebecca and Anne Rulz Paimer, “Inventory of Country Experience & Reference Materials,” vol.lit of Techniques of Privatization of
State-Ovwned Enterprises, World Bank Technical Paper 90, 1968.
3 ABS FY 1990.
4. Business International, September 1969.
CAPE YERDE

The has started to show Rs interast towards the development of the private sector. it has converted a state construction enterprise 10 a Joint venture with
a ptle:;: firm. Though there Is no formal privatization program at the present time, R Is likely that a privatization program will be In place next year. USAID Is

likely 10 assist the govi in Ris private sector development program.



CENTRAL AFRICAN REPUBLIC

Since 1982, the government has greatly decreased state intervention in agriculture by elimination of various parastatals. Prior to 1982, the government faced
ocononﬂc‘go_’ mmmuqudalmlom ndby ::'h;nmsmmﬂ publlcwlmeslkmm' s, ::cg(s)sm oxpaus nsion of the cv service and the creation of unprofitable puglol: emterprises. In
\ and a ans were undertaken (or 1 Es. AlD’s strategy Is 1o strengthen the private sector through X

processing and distribution of agricultural products. v ° * better marketing

Sources:
CP, FY 1989; ABS, FY 1990
US Dept of State (State 071512, 3/8/68).

CHAD

Though privatization has not been a priority of the government, R has shown some Interest in the divestiture of a rock quarry. it intends to privatize the
parastatal quarry operation completely and had sought U.S. help in exploring the feasibility of the idea. The World Bank agreed to finance the study of
privatization shernatives. Many of the existing Industrial parastatals are joint ventures with the French Casse Centrale de Cooperation Economique.

Sources:
US Dept of State cable (Ndjamena 01983, 4/1/87 & 362083, 11/20/87); US Treasury 1985

COMOROS

Some government interest in privatization. Poor Infrastructure and a decline in agricultural production caused by soll erosion has generated calls for new
reforms. USAID studied the atternatives lor privatizing two garages, in Grande Comore and Anjouan, through sale or lease. USAID Is currently assisting the
goMt in Increasing agricultural output and productivity on privately heid farms.[1)

Sources:
1. Congressional Presentation, FY 1989; ABS, FY 1990.

CONGO

The government has recently begun to emphasize joint-ventures between the state and private sectors. The government has created a ministry for small a
medium-sized enterprises 1o develop the private sector by organizing management seminars and by creating a fund for leasibliity studies by local m;ep,m'::m
The joint-ventures are formed from falling SOEs and the minorhty forelgn pariner Is given management responsibiity. The divestiture of some other parastatals |
Is being considered In order to stem financial troubles [1] USAID has implemented the Human Resources Development Project o train managers for the

private sector.|2]
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Seclor Type of enterprise Activity Notes

~Specific reporis of privatlzation activiy---

SERVICES AGRILMKTG. LIQUIDATION Marketing monopoly reportedty ended for at least one commodity (see reglonal
entry p.1).

AGRL. FEEDMILL PVT. PLAN Congo Feedmit Project - to transfer a govi parastatal to a private co-op
(GPAB). The feedmill was to be tumed Into a chicken feedmi, potentially
adaptable 10 the production of feed for livestock. The project was never
implemented. ,

SERVICES AIRUNE . PRIVATIZATION PLAN Congo Aidines Is another potential prospect for full or partial privatization.

) Presently, the govt Is the sole holding party.

Sources:

1. ABS, FY 1968, 1990.
2 Congressional Presentation, FY 1989.
d. CFP Project Proposal, Feedmil Project.

COTE DIVOIRE

Economy is relatively open and foreign participation is encouraged. SOEs are mostly agro-industrial, and the govemment Is well-disposed to selling SOEs to
buyers who express an interest. The slowed economic growth of the 70s was one major reason for the privalization intlative in Cote d'lvolre. Privaiization in
Cote d'lvoke takes the form of “ivorianization,” with about 50% of shares reserved for ivorians.[2] A tolal of 28 parasiatals has been privatized. Privatization of
telecommunications has been called a distinct possibity.[3] The government has developed a program for 1987-1989 o privatize the seed farms and thuys
intensiy seed production as a part of thekr strategy to modernize agricultural production. [4}

in October 1989, the responded to demands by the World Bank and foreign donors to reduce government spending by abolishing 10 ministries. The
radical Cabinet M.:v::m the number of ministries from 39 to 29 and Is Ikely to go some way towards satisfying crediors ahead of tatks in London
November/December 1989 on the rescheduling of the country's $14.5 biltion foreign debt. {5)

CFP Contributions
In Sept 1988, CFP sent two experts to Cote d'Ivoire to develop a plan for privatizing four seed farms and conduct a marketing survey for the region. (6]
Tyne of enterprise Activity Notes

sector
—Compl tvatizations---
AGRt. oted b PaALlh: Oll.s MGMT CONTRACT PALMINDUSTRIE - Joint-venture with Ivorlan management.
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AGRI.
AGR!.
AGRI.
AGRI.
MFG.

MFG.

MFG.

MFG.
MFG.
MFG.
MFG.
MFG.
SERVICE

SERVICE
SERVICE
SERVICE

SERVICE

FORESTRY
AGRIBUSINESS
AGRIBUSINESS
COCOA FACTORY
CARTON FACTORY

TOBACCO

AGRICULTURAL PROGESS.

RUBBER
SOAP /PALM OIL
TOOLS

MATCH FACTORY

WATER EXPLORATION

TRADE
HOTELS
HOTELS

HOUSING BANK

Center for Privatization

MGMT CONTRACT
PRIVATE SALE
PRIVATE SALE
PRIVATE SALE
PRIVATE SALE

PUB. OFFER.

MGMT CONTRACT -

MGMT BUY OUT
MGMT CONTRACT
PRIVATE SALE

- CONSTRUCTION AND PUBLIC WORKS SALE

PRIVATE SALE
MGMT BUY OUT

LIQUIDATION
LEASING
MGMT CONTRACT

PUBLIC SALE

SODEFOR

A Dutch company, UNILEVER, has acquired a substantlal share of TRITURAF.
SALCI was taken over by COGEXIM. Govt now owns 24% of shares.
PROCASI

In 1985, SONANCO was sold to Charfa (France), which offered not to lay off
any of the Ivolrlan workers.

SITAB - the first parastatal to be sold through the stock exchange. The
company Is very profitable; R covers about 95% of the domestic market.

APl - management Is temporarlly under the control of CACAO BARRY of
France.

Les Caoutchoucs de Pakidie

SODEPALM

IVOIRE QUTILS - taken over by private ivolrian Investors.

SONAGECI - assels were sold to CHANTIERS MODERNES.

SOTROPAL - sold lo private lvolrian investors.

FOREX! was the first management buy out In the country. It was wholly owned
by the State. The company had provided approximately 70% of the country’s
water sources. As part of the general reforms of the parastatal sector, t was
liquidated. Five senior managers opposed the closing and offered to buy the
company from the govi. After privatization desphe the foreign competition,
FOREXI showed increased proflts.

National Trading Corporation

AWKABA (SAGMT Group) - a total of 3 hotels were leased.

SIETHO - hotels transferred 1o municipalities which conclude management
coniracts with or without them.

The bank was taken over by lvorlan private Invesiors.
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SHAC - govt owns 50% of shares. Assets sold to private Ivoidan investors.

SOGIEX! - diversifled product group. State participation was sold to a Swiss
group by decree. Toyota division of automoblle distribution was sold 1o Ivorian

SODEC! - Quoted on the Abidjan stock exchange, the majority shareholding ot
SODEC! Is private. Company leases the water distribution fackities under a

Two banks, the Banque Ivolrenne de Developpement Industriefle and the Credit
de La Cote D'ivoire were due to be Hiquidated in September 19689. The state

had controlling shares In both. The reason for closure has been due to severe
bank Hquidity problems as the economies of francophone Africa has nosedived.

Center for Privatixstion
SERVICE EXPORT PRIVATE SALE
SERVICE HOUSING SALE SOGEFIHA
SERVICE TOURISM MGMT BUY OUT SARECO
SERVICE HOLDING COMPANY PRIVATE SALE
private investors.
SERVICE WATER DISTRIBUTION LEASE
‘ “Contrat d'Afl; ",
—--Other Reports of Privatization Activity—-
SERVICE BANKING LIQUIDATION
No further information Is avallable.

Sources: |

1. Congressional Presentation, FY 1989

2 “Privatization in The vory Coast®, Dr. E. Wiison (il

3 CFP Project Report # 7200-52.

4, Republique de Cote d'lvoire, Documents Annexes.

5. US Embassy cable (Abidjan 13291, 6/28/88); Dept. of State cable (State 252973, 8/5/88).

6. Candoy-Sekse, Rebecca and Anne Rulz Paimer, Inventory of Country Experlence & Reference Materlals,” vol Hli of Techniques of Privatization of

State-Owned Emerprises, World Bank Technical Paper 90, 1968. |
7. “tvory Coast Closes 10 Ministries”, Financial Times, December 18, 1969.
8. Business intemational, September 1909

bJisouT

The service sector dominates the economy. There has been no evidence of privatlzation, and for the fiscal year 1989, the govt Is 10 receive only economic
support from USAID [1] However, this Economic Support Fund activity does not contain components that have potentlal for privatization {2}
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Sources:

1 Congressional Presentstion, FY 1969,

2 ABS, FY 1990.

EQUATORIAL GUINEA

The government ol Equatorial Guinea has sold shares in several enterprises. USAID funds programs to promote increased agricultural production and the

development of the private sector.|2)

Seclor Type of enterprise Activity Notes

---Speciic reports of privatization activity--

AGRI. FORESTRY COMMERCIALIZATION EMPRESA FORESTAL DE GUINEA ECUATORIAL - Limited ltabliity formed with
the govt as the major shareholder.

MFQG. BRICKS COMMERCIALIZATION FABRICA NACIONAL DE LADRILLOS - Limied liabliity formed with govt as
major shareholder. The remaining shares sold to private Investors.

SERVICE AIRLINE COMMERCIALIZATION LINEAS AEREAS DE GUINEA ECUATORIAL - Limited liabRity company formed
with govt as majority shareholder. Remaining shares sold to the private
investors.

SERVICE ENERQY COMMERCIALIZATION EMPRESA DE ENERGIA - Uimited Hablity formed with govt as major
shareholder. Remaining shares sold to private westors.

SERVICE MARITIME /SHIPPING COMMERCIALIZATION AGENCIA MARITIMA - Limited liablity formed with govt as the major
shareholder. Remalining shares sold to private investors.

SERVICE TRANSPORTATION COMMERCIALIZATION EMPRESA TRANSPORTES LUJO - Limited liabiity company formed with gowt
as major sharehok?et. Remaining shares sold to private Investors.

Sources:

World Bank; Congressional Presentation, FY 1989.
Rapp, L, Techniques de Privatisation des Entreprises Publiques.

ETHIOPIA

The soclalist government of Ethiopla has shown no interest In privatization, rather iis policy Is to decrease the role of the private sector. More property Is being

Cemter for Privatizstion
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natlonalized.{1] The World Bank has been trying 10 persuade the government to make agricultural and mamufacturing price reforms to encourage the private
sector, but the official ideological posiion precludes any real progress.{2] Desphte the economic crisls, the privately-owned Ethioplan Alitines operates at a
prd:l wm: an oper.at'lglg revenue of more than $t150 million. Because k earns valuable foreign exchange for the country, the govemment has a tack agreement
not to nationalize &.

Sources:
1. The World Fact Book, 1985.
2 The Economist, January 20, 1968.
3. The Economist, December 26, 1967.

GABON

Gabon has been following a policy of supporting private enterprise since Ns independence. MuitRateral donor loans, however, have gone to SOEs primarlly in
the agriculture sector to increase production and encouwrage development of small farming activities in thelr vicinlty. Having recorded negative real growth since
1966, a large boost to ofl output and Improved prices will stimulate real growth of 8% In 1989. Increased ofl output In 1990 will be behind further growth of

8% - provided world off prices hold. Total external debt now totals $2.5 bilion. (1]

Further economic policy changes are 10 be expected as a condhtion of the new faciity with the IMF. A restructuring of the public sector Is planned, with
liquidations and privatization envisaged. Performance contracts are Mkely to be imposed on the state raliroad company Octra, the national alitine Alr Gabon, the
electricky and water board SEEG and the wood marketing organization SNBG. (The latter s a firm candidate for liquidation but Is also a politically senshive
issue.{1]

Sources: Business Iinternational, September 1989.

THE GAMBIA

The government emphasizes “de-monopolization® of the public sector and the privalization of parastatals that compete with private sector firms. The GOTG

a comprehensive sirategy tying In privatization with civit service and economic reform. A system of “performance contracts® for SOEs and penalties for mh“
compliance Is intended to place operations of SOEs on a competiive basls in preparation for ultimate divestiture. In 1987/88, performance contracts were
signed whh the Gambla Produce Marketing Board (GPMB), the Ports Authority, and the Utinles Corporation. Monltoring and analysis of these comtracts has
resulied In the divestiture of many assets and activities of the GPMB, as wel as plans for the privatization of ferry services and the dockyard works. Tiwee
more contracts wil be signed In 1989. The contracts were entered into as a part of USAID's PL 480 Title i Sectlon 206 Program and a food ald agreement.
Governmem holdings In five enterprises have already been divested, and two are currently on the market.[t] There are presentty 16 SOEs.[2) Wnh USAID
technical assistance, the GOTG Is privatizing agricultural marketing functions (2]
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. CFP Contributions

The Center conducted a feasibiity study for the privatization of the GPMB, the National Investment Company, and the Auto Maintenance and Repalr
operations.[4] CFP also developed the privatization plan for the Nyambal Sawmil, which was subsequently privatized In 19687. CFP is workhgeve:h the
National investiment Board (NIB) to lmprovo thelr management information systems (MIS) which monitor performance contracts in preparation for its divestiure
pl’ogmmz a:‘ b;:‘anlcbatedl B.I‘ The Gambia's public awareness workshop heid in October 1988,{5) and examined prospects for privatization of agricultural

Seclor

—Completed privatizations--—-

AGRI. FEED MILL

MFG. SOAP

AGRI. RICE TRADE

AGRI. FERTILIZER TRADE

AGR!. SAWMILL

MISC. SUPERMARKET

MISC. FISHING

MISC. FISHING

MISC. TRADE

SERVICES HOTEL

SERVICES BANK

SERVICES HOTEL

---Other reports of privatization activity---
AGRI. RICE AND COTTON MILLS
SERVICE TELECOM

SERVICE HOUSING & SOCIAL SERVICES

Center for Privatizstion

Activity Notes

SALE GPMB-owned; sold

PRIVATE SALE GPMB-owned; sold to private investor

RESTRUCT. GPMB's monopoly ended

RESTAUCT. GPMB's monopoly ended

PUB. OFFER. Nyambal Sawm# divested via public tender. CFP developed strategy for Rs
divestRure.

PUB. OFFER. C.F.AO. Supermarket Chain divestied govt's shares by public share offering.

PUB. OFFER. 2 fisherles plants divested by public tender.

MGMT/EMPL. BUYOUT Seagull Coldstore Lid.

PRIVATE SALE National Trading Company - public share offering and employee buy-out.
LEASE Attantic Hotel - leased with option to buy.

PUB. OFFER. Standard Chartered Bank - no other information.

PRIVATE SALE Gowt's share has decreased from 60% to 49%. Further subscription to the

equity of the hotel have been made by foreign private investors.

UNDER PREPARATION GPMB-owned
COMMERCIALIZATION GAMTEL - performance contract to be signed in 1989.

COMMERCIALIZATION Soclal Security and Housing Finance Corporation - performance contract 1o be
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SERVICE PUBLIC TRANSPORTATION
SERVICE WELL DIGGING
MFG. BREWERY
SERVICE INSURANCE
SERVICE BANK

SERVICE AIRLINE
SERVICE TRANSPORT

to private participation.
SERVICE UTIUTIES
SERVICE TRANSPORT
MISC.

Sources:

COMMERCIALIZATION

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN
PRIVATIZATION PLAN

PRIVATIZATION PLAN

Owned Enterprises, World Bank Technical Paper 90, 1968
CFP projs 5.31,112,7231-110
Dept. of State cables (State 178560, 6/3/88, Banjul 1453, 6/13/89)
Waest Alrica article, 6/27/68

Privatization Survey for Sub-Sahsran Africa
signed in 1969.
Public Transportation Corp. - MMMQ contract to be signed in 1969.
GOTG wants to transfer completely by 1990.[2]
GOTG decided to divest 9% of holdings with first preference to employees and
hotellers, and ¥ the number of employees is not sufficient, then the caphal
shares would be open ta distributors.

Privatization plan to open the company (which has been tured Into a limhted
fiablity) to domestic private participation.

With the World Bank assistance, GCDB Is to open s share capital to foreign
and domestic investment.

Privatization will take place upon the final review of agreements between the
govt and the British Caledonian Ahiines.

Discussions held with Germany to ascertain support for opening capital share

Gas retalling Is to be sold by way of a private placement.

Plan to use elther leasing, fragmentation or sale of assets and thus privatize the
ferrles, the dockyard and thelr operations.

GMPB-owned assels targetted for privatization: real estate holdings,
construction, briquette making.

Candoy-Sekse, Rebecca and Anne Ruiz Palmer, “Inventory of Country Experlence & Reference Materlals,” vol.ll of Techniques of Privatlzation of State-
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GHANA

Parastatal sector Is made up of 181 wholly-owned and 54 majority-owned SOEs. A 1985 government-commissioned study performed by consultants led to a
three-year reform program to increase efficiency through layoffs in the civll service, fiberalization and privatization. 20,000 have been laid-off from SOEs and a
further 25,000 from the Ghana Cocoa Board. Shortcomings In plans to compensate and redeploy the workers have plagued the reform programs. Currently,
there are 32 businesses 10 be divested, half of which had been expropriated. 11 of these are (0 be Hquidated. 22 public service enterprises are prohibRed from
being sold. The ones prohibited are mainly the utiiities such as elfectricRy, water, rall and road transport and Ghana Alrways. The divestiure of SOEs Is one of
the condhionalities insisted upon by the World Bank as part of the country's structural adjustment fending program.

Seclor Type of enterprise Activity Notes
---Completed privatizations---

AGRI. OAIRY PRODUCTS JOINT-VENTURE KWAHU DAIRY FARMS - Joint-verture formed between the govt of Ghana and
o an Austrian private firm.

AGRL. SUGAR COMMERCIALIZATION KOMENDA & ASUTUARE - taken out of GIHOC to form GHASE, a limited
liablity company.

AGRI. SUGAR CONTRACT/SALE GHANA SUGAR ESTATES - Gov signed contract to divest the sugar estates by
management contract and by private sale of shares.

AGHI. COCOA PLANTATIONS PRIVATE SALE Sold estates to private individuals and reduced processing and transport role of
government.

EXTRACTION MINING MGMT CONTRACT STATE GOLD MINING CORP OF GHANA - A management contract was signed
with CANADA-GHANA MINING GROUP, In 1985.

EXTRACTION ALUMINUM MGMT CONTRACT VOLTA ALUMINUM CO. - contract awarded to KAISER ALUMINUM (USA).

MFG. STEEL PRIVATE SALE DL Steel

MFG. COACH BUILDING PRIVATE SALE NEOPLAN - no further info avallable.

MFG. BUS AND COACH ASSEMBLY PRIVATE SALE WILLOWBROOK BUS Co.

MFG. CEMENT MGMT CONTRACT GHACHEM Ltd. - Management contract signed with NORCEM of Norway
resulted In improved management.

SERAVICES TRADING COMPANY MGMT CONTRACT GHANA NATIONAL TRADING CORP. - A retired UNILEVER executive was

appointed head of the management team. The new management led the
company from bankruptcy to a modest proftabiity In 1983,
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---Other reports of privatization-—

[The following were advertized In the Financial Times (July 11, 1989) as opportunities for investors under the privatization program. Inquiries were to be
divected to the Chalrman, Divestiture Implementation Committee, c/o State Enterprises Commission, PO Box M.393, Accra, Ghana. Telephone: 229957 or
220883, telex 2531 SEC.GH.]. No further detalls are avallable.

SERAVICES HOTEL/BEACH RESORT PRIVATE SALE LABADI BEACH COMPLEX - partialty developed on 236 acres near Accra.

MFG. STEEL RODS & BARS PRIVATE SALE GIHOC STEEL WORKS LTD. - needs rehablitation, near port, installed capacity
of 12,000 tons/year.

SERVICES SHIPYARD & DRYDOCK PRIVATE SALE TEMA SHIPYARD & DRYDOCK CORP. - operating at 25% capachty.

MFG. TEXTILES e PRIVATE SALE LOYALTY INDUSTRIES LTD. - Engaged In garment, knitting, and weaving.
Capable of producing a total of 5.2 million metres of assorted fabric.

MFG. PAPER PRIVATE SALE GIHOC PRINTING & PAPER PRODUCT CO. LTD. - located In the North
industrial Area In Accra. Engaged In the printing and production of paper
products.

EXTRACTION GOLD MINING PRIVATE SALE Three major subsidiaries of the Siate Gold Mining Corporation which have been

going concemns since the turn of the century are avallable for divestiture. They

are: ]
1) Dunkwa Goldfields Lid.- A gold dredging concem located In the
major gold province of South-Western Ghana.
2) Tarkwa & Prestea Goidflelds Ltd. - Gold mining concemns producing
ore from large, moderately dipping blanket reefs, of sedimentary origin.

SERVICES HOTELS PRIVATE SALE Four state hotels: Ambassador Hotel, Star Hotel, Atlantic Hotel and Meridian
Hotel having rooms ranging from 70-180 in number and situated In key
jocations have been put up for sale.

Sources:

West Africa, June 27, 1968 on. FY 1089

ABS & Congressional Presentation, .

Candoy-Sekse, Rebecca and Anne Rulz Palmer, "Inventory of Country Experience & Reference Materlals,” vol.ll of Techniques of Privatization of State-
Owned Enterprises, World Bank Technical Paper 90, 1988

*In Ghana, :'v‘:n a senior officlal can't make ends meet” Christian Sclence Monltor 13 Sept 1988, p.8.

*Divestiture of selected state-owned enterprise in Ghana® paid ad. Financial Tkmeg 11 July 1989.
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GUINEA BISSAU

The wants 1o decrease excess government employment, decrease public investment, eliminate the public fiscal sector and, instead, promote the
private sector. As pert of a stabllization program Inltlated in 1983, 27 of the 270 retall outlets which were taken over after the Independence were privatized.

The government Is contemplating the privatization of ks import-export and other trade functions. Most price controls have already been removed.[1] In 1967,
the World Bank did an In depth study of the private sector in Guinea Bissau.[2)

Sources:
1. Congressional Presentation, FY 1989.
2. US Embassy cable (Bissau 1894, 7/14/87).

GUINEA CONAKRY

In 1985 the government launched a series of economic reforms directed towards elimination or privatization of aimost all SOEs. Nineteen enterprises were
earmarked for Niquidation, 12 closed pending privatization and 4 closed for restructuring. Eleven others were to be retained in the public sector, but t was later
decided to privatize all of them.(1) Other reports claim that a total of 43 enterprises have been targeted for privatization.(2)

The pace of privatization would have been more brisk had the government folowed a well-defined strategy in implementing Rs privatization plans. There seems
to be no clear cut crheria on the selection of SOEs for privatization work. Changes in the investment code and other related policles have been made(3) and in
sphe of persistent obstacles, more than twenty industrial enterprises have been privatized since December 1985.(7)

CFP Contributions

CFP conducted an in-country assessment of the ervironment for privatization throughout Guinea Conakry. it identifled and evaluated key lssues to be
addressed In the country’s divesthure strategy. it also developed Mustrative selection crierla for state enterprises to be selected for privatization and
demonstrated the application of these criterfa to three manufacturing companies (CMD, SOGUIFAB & SOGUIREP) at the request of the Ministry Of Small &
Medium Enterprises. The study made specific recommendations for Implementing Guinea's privatization program. However, implementation did not
proceed.(4) In an another study carried out at the request of the government, CFP experts determined the strategy and level of effort needed for
liquidating/restructuring and privatizing the 4 agricultural parastatals (FRUITEX, SEMAPE, AGRIMA & PROSECO) which were part of the USAID mission’s policy
dialogue/condRionality program with the government.(S) According to latest reports, the government Is stil reviewing these parastatals.

Sector T Activity Notes

—Completed privatizations-—

AGR!. PRIVATE SALE GARI KINFIA - sold over 1o private investors. [6)
AGRI. PRIVATE SALE MARAIS - SALANTA

AGRI. PRIVATE SALE SUCRERIE BANIAN
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AGRI. VEGETABLE OILS PROCESSING PRIVATE SALE SOPAG (total value of GFr 980 miition) - 51% was sold to foreign investors.
39% of the shares were bought by local investors. Govt retains 10%.

AGRIL. FRUIT JUICE PRIVATE SALE USEN JUS DE FRUIT KANKAN - sold to VANGELATOS for GFr 23 miltion.

MFG. CIGARETTES PRIVATE SALE 51% of the shares of ENTA TABAC (total value GFr 186million) were sold to

CAITA/ROTHMANS of France & UK. 29% of the shares were offered to local
private investors and the remaining 20% retained by the gowt.

MFG. BAKERY PRIVATE SALE SIPAG (total value GFr 31 million) was sold to UNIBRA (Beligium) and local
investors. UNIBRA's bougit 51%, local investors 39%; govt retains 10%.
MFG. PAINTS AND PESTICIDES PRIVATE SALE 66% of SIPECO, a paint manufacturing company (total value GFr 68 mition)

was purchased by a French compeny, SOGEREF. 24% of the shares were
bougit by local iInvestors. 10% was retained by the govt.

MFG. FARM IMPLEMENTS PRIVATE SALE 75% of USOA (total value Gfr 28 million) was sold to foreign investors.
Remalinder Is held by local kvestors.

MFG. MATCHES PRIVATE SALE 41% shares of SOPRAG (total value of GFr 235 million) was sold to foreign
investors. 49% were bought by local investors and 10% retained by the govt.

MFG.. STONE AGGREGATES PRIVATE SALE 51% of SOMIAG (total value GFr 682 mittion) sold to foreign investors. Local
investors bougtt a further 19% and 30% shares were retained by the gowvt.

MFG. BREWERY PRIVATE SALE 51% of SOBRAGUI (total value GFr 235 miltion) sold to UNIBRA (Belgium).
34% of the shares were purchased by local investors. The govt retained 15% of
the shares.

SERVICE CONSTRUCTION PRIVATE SALE SOPROCIMENT sold to a Belgian company in the beginning of 1988,

MFG. COTTON TEXTILES PRIVATE SALE/LEASE Govt retains 40% ownership.

MFG. BRICKS PRIVATE SALE BRIQUETTERIE DE KANKAN was sold for GFr 285 mition to a private

company, SIDAF, in 1987.[8]

PRIVATE SALE SONACAG CARREAUX - AUDEMARD/EGCEC (France) acquired 51% of
MFG. CONSTRUCTION 19% have been ailotted to local investors while the govt has retained mezhm"

PRIVATE SALE BONAGUI (total value GFr 85 millon) - 70% of were shares were sold t
MFG. SOFT DRINKS Overseas Coca-Cola (Belglum/US) and 30% were sold to local lnvestor:
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SEAVICES AIRPORT MGMT. CONTRACT CONAKRY AIRPORT - Management contract awarded to a private service
Company technically supported by AEROPORTS DE PARIS. As per the contract,
the service company took over all the debts of the akport. However, in case of
future deficlts, the company was enthied to guaranteed loans from the gowt.[6)

SERVICES MARITIME LEASE PORT OF CONAKRY - Operation which was inltialty run by four SOEs - PAC,
ENTRAT, SNG & SOMIDRAT - have now been leased out to a consortium of
private Investors.[6]

SERVICES PRINTING PRIVATE SALE IMPRIMERIE DE LA REPUBUQUE was sold to Ibrahima Sory Toure N'Famara
Camara for GFr 20 miion.

Sources:

1. lonal Presentation, FY 1969 Annexure 1.

2. IMF Working Paper, Hemming and Mansoor, Jan 1968.

3. Dept. of State cable (State 371599, 11/29/86).

4 CFP Report 18

5. CFP Report 33

8. World Bank reports

7. CFP Privatization dialogue Dec 11, 1967.

8. Candoy-Sekse, Rebecca and Anne Ruiz Paimer, Inventory of Country Experlence & Reference Materials,” vol.ill of Techniques of Privatization of

State-Owned Enterprises, World Bank Technical Paper 90, 1968. ]

KENYA

The consensus among officials s that privatization s viable mainly for poorly performing SOEs, not as a proactive policy for development. At present there are
137 SOEs, and as of yet, Iitle has actually been done towards their privatization. A government divestture commission established In 1963 chted as reasons the
absence of a formal capital market, the narrow fleid of potential buyers acceptable to the government and the country’s own relative economic success in
Africa. USAID in conjunction with the World Bank Is helping the government create a Capital Market Development Authority (CMDA), the goal of which would
be 1o develop and monitor financial markets. Officials have agreed that privatization should be considered within the overall financlal markets development

program.[1)
CFP Contributions

A 1988 CFP study found that the domestic investment pofentlal (even among “indigenous® Kenyans, to whom any divesture Is limhed) was much greater than
thought by the GOK (see Kenyan Commercial Bank below). CFP’s consultants found support for privatization of some type among lower level government

officlals.
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Seclor Type of enterprise Activity Notes

—~Completed privatizations---

MFG. TEXTILES MGMT. CONTRACT  KENYA TEXTILES {1}

MISC FISHERY PRIVATE SALE KENYA FISHERIES (1]

---Other reports of privatization actvRy--.

AGRL. MEAT PROCESSING PRIVATIZATION PLAN The Uplands Bacon Factory was advertised for sale in EEC as one of the

investment opportunities avallable in Kenya. Offers made by Interested parties
have continuously been rejected by the govt due to what Rk considered fow
bids. Increase in debts due to high operating expenses have further added to
the govi's dilemma.

SERVICES BANKING PUBLIC OFFER. Kenyan Commercial Bank (KCB) - share offering of 20% of the shares were
sold; offering was oversubscribed 3 times. These shares were reportedly to be
sold only 1o Indiiduals 1o prevent institutions crowding ot smal investors. No
further safes are planned for the immediate future.

Sources:
ABS FY 1990
Financlal Thmes, 7/21/68.
Leeds, CFP report draht 8/23/88
Dept of State cable (State 132708, 4/27/688)
Privatization international, Apr 1989.

LESOTHO

ked within South Africa, Lesotho refies aimost entirely on trade with South Africa. Private, compethive enterprise Is encouraged as well as for
lrL:’gl?lcve:id Several enterprises, however, are under state supervision. The Ministry of Interlor is responsible for implementing privatization, and the ohn
government’s fourth five-year plan does Include a privatization component. The IMF/World Bank Structural Adjustment program also requires the divesthure of
certain SOEs. Concerned with potential economic domination by South Africa in a completely free market, the government prefers to retain the control In many
parastatals. In June 1988, USAID signed a $15 mitlion Lesotho Agricuitural Policy Support Program to promote the privatization of Coop Lesatho, therety y
Increasing the role of the private sector In agricultural input supply and livestock output marketing [1] Privatization of maintenance of vilage water systemns has
been successful and has been a calalyst to the Government In expanding privatization. USAID Is focusing Rs private sector development Inhiatives on public
health, rural development projects (water, agricultural Inputs, and marketing cooperatives.|2)
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Sources:
1. ABS, FY 1990.
2. ABS, FY 1988; ABS, FY 1989

UBERIA

There are 26 SOESs in Liberia - 21 non-inancial and five financlal {1] A comwmission was established to negotiate the sale of public corporations or to enter into
management contracts to operate them. it identifled 11 corporations as targets for privatization. Of these, three have been privatized and efforts for the rest
are being inltlated.[2]

CFP Contributions

CFP carried out a feasibity study for the possible privatization of the Liberlan Sugar Company, including a detalled economic and financlal analysis and a
preliminary valuation of machinery and other faciities.{3]

Sector Activity Notes

-—-Completed privatizations—

EXTRACTION IRON ORE PRODUCTION MGMT. CONTRACT A management and technical services agreement was signed with MET-CHEM
CANADA, INC. In 1982 to look after the operations of the National lron Ore
Company, Ltd |4]

EXTRACTION PETROLEUM REFINING PRIVATE SALE 60% shares of the LIBERIAN PETROLEUM REFINING COMPANY wers sold to
LINKOIL INTERNATIONAL INC.(US) for US 9 miltion In Sept 1987. The govt
retained 40% of the shares.(4)

MFQG. JRON & STEEL MGMT. CONTRACT  Contract awarded 10 a Japanese consortia, AMAX LIBERIA to run the
operations of the LIBERIAN IRON & STEEL CORP.

---Other reports of privatization activity---

MFG. SUGAR PRODUCTION PRIVATIZATION PLAN CFP performed study of possible privatization of the state-run sugar mil. (5}

Sources:

IMF Working R ., Hemming & Mansoor - January 1968.
us Embash;g cae&zn(Momovla 7392, 7/15/87) & ABS FY 1990.
US Embassy cable (Monrovia 4325, 4/28/88).

World Bank staff reports

CFP Report 111, 2/89

PN -
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MADAGASCAR

There are 130 SOEs in Madagascar. The government Is considering the privatization of many of the SOEs that fell under state control under a previous
government's policy of centralized planning. Five enterprises have been closed and 15 have been targeted for sale.[1] As part of the rehabiRation program for
SOEs, the government has decided to accept 49% of foreign equity participation in selected enterprises.[2] Another five service Industry SOEs have been
leased out, but by far the most significant example of privatization Is of rice production in Alastra region. The govermment intends to privatize other agricultural
enterprises and would also ke to privatize cerain parts of the transport Industry.{3) Coopers & Lybrand in collaboration with two Malagasy firms, RINDRA and
Ramaholimihaso were engaged in 1986 by USAID to review the 35 chief parastaials in the agriculture sector and to identify the five or six thal were most ripe
for state disengagement. The consultants selected 7 enterprises for detalled diagnostic studles. SOAVANIO, SOMALAC Rice MM, SOJUFA, SOTHEMAD <
FANALAMANGA, FAMAMA and OFMATA. (see below for detalls). Thesa consultant firms have further been contracted to assist the government in the actual
privatization of the firms Identified.[4)

Sector Type of enterprise Activity Notes
---Speciiic reports of privatization activty---
AGHI. RICE, COPRA, TEA PRIVATIZATION PLAN As per the recommendations made by Coopers & Lybrand, the govt has

decided 10 privatize Rs largest rice parastatal, SOMALAC. The SOE was to be
leased owt to a private sector operator. C & L has also been asked to assist
whh the divestiure of SOVIANO, a copra producer, and the restructuring of
SOTHEMAD, a tea exporter.[4]

AGRI. PINE, CASHEWS PRIVATIZATION PLAN The govt has decided to privatize FANALAMANGA, a major pine plhntallon. and
FAMAMA, a cashew plantation wth good export potential. Detalls are being
worked owt.(4]

AGR!, DIVERSIFIED PRIVATIZATION PLAN OFMATA Is a 100% state-owned emerprise and Rs activities that Include

exiension support to small-halder tobacco planters and technical comrol and

tobacco cuftivation. The govt is engaged in preparing an action plan which wilt
set forth the privatization of the enterprise.

Sources:
Berg & Shirley, “Divesthure in Developing Countrles.’ World Bank Discussion Papers 11, 1987

South, July 1988
Hemming & Mansoor, “Privatlzation & Public Enterprises,” IMF Study Paper, 1968

ABS FY 1990
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MALAWI

There are a total of 35 SOEs In Malawl. Twelve are in the commercial sector, six are considered quasi-commerclal and 17 are otherwise supported by the
government. A Ministry of Finance White Paper of April 1986 recommended a specific strategy for restructuring and divesting assets of the largest parastatal
holding company, the Agricuttural Development & Marketing Corporation (ADMARC). ADMARC, with an asset base of US$ 52.48 mitlion, has equity investments
in 36 companles. Under the divestiure plan, 3 companles, 2 development estates and 7 agricultural estates were fully divested, and the sale of 7 estates was In
progress. Four companies will be divested via a unk trust, seven will undergo partial divestment and two will be restructured before being divested. The
divesthure of ADMARC is being carried out through a grant agreement signed between the government and USAID.{1]) USAID is also providing technical
assistance to study financial markets and the impact of privatization of agriculture marketing. As a consequence of one study, the national smaltholder ferthizer
supply system has recently been severed from ADMARC and established as an independent trust to increase Rs efficlency and protect against
decaphaiization.[2] As of March 1989, the aggregate value of the assets divested totalled US$12.9m.

CFP Contributions

During the cowrse of thelr parastatal reconnaissance field survey in Malawi, CFP experts identified SOEs that would be eligible for a proposed Pre-Export
Revolving Fund. The bulk of the exports of Malawl are produced by the SOEs, the PERF aimed to suppon these SOEs in their efforts to bolster exports as a
prelude to privatization. CFP experts helped USAID in identifying potential SOEs in Malawi which by thekr enhanced capabillity to export would be attractive to
private investors. The PERF project, however, was subsequently cancelled.[1]

CFP also evaluated the on-going ADMARC divestihure program for the government on behalf of the USAID mission. Inkial findings highlight growing interest
among officials in privatization, significant injections of new caphal, and improve technical and managerial sk in many of the properties involved.

Seclor Activity Notes

---Compieted privatizations---

SERVICES AIRLINES MGMT. CONTRACT Ak Malawi 1)

AGRL. SEED PRIVATE SALE National Seed Company (ADMARC holding) has sold 55% of s shares 10
Carght Int1. One of the most important of the estates sold, negotiations for Rs
sale were completed in 3/89.

MFG. TRUCK/BUS MANUFACTURER PRIVATE SALE PEW Co. was 100% sold to MALTRACO

AGRI. FARM LAND PRIVATE SALE 18 government agricultural estates were/are 10 be sold to private Indiiduals.

. TEA & MACADAMIA PRIVATE SALE Kuvazl (tea estate) and Mzenga (macadamia mst estate) sold out 10 the
AGRI Kawalazl Co., a neighboring estate majority-owned by another pn"rga::nlgl (CDC).
AGRI. FISHERIES PRIVATE SALE MALDECO, the fisheries subsidiary owned by ADMARC was sold 10 the Press

Corporation, the company owned by Press Trust, a national trust set by State
President Kamuzu Banda. MALDECO Is the country's only large-scale
commercial fishing operation, and was valued at $425,000 in 1987
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---Other reports of privatization activity---

AGRI. MILLING PRIVATE SALE Grami - Solickations have been made and prefiminary negotiations are in
progress.
AGRI. AGRICULTURAL MARKETING PRIVATIZATION PLAN ADMARC has divested MK 34.6m (US$12.9m) out of ks estimated MK 47m

(US$17.6m) In equity holdings inkialty targeted for divestiure. For remaining
MK 17 milion In equity shares, ADMARC will continue divestiure of up to MK

15 million in assets. it will also develop and put in place a strategy for dealing
with any assets that remain unfiquidated. USAID Is reviewing an evaluation
study performed by CFP In 1969.

Sources:
AID FY 1990
ADMARC evaluation study, draft, June 1989
Business International, September, 1989

MALI

The government has developed a plan to diminish the role of the public sector, which consists of 40 to 50 non-financial and six financial mnmml 1). Seven
enterprises have been closed already and more than 2,500 employees lald off. Extensive analysis has been canied out on many of the SOEs, and as a result,
many have been targeted for extensive rehabliRation, re-organization, divestiure or closwe. (2]

Shares In 14 out of a total of 35 state-controlled companles are up for sale as part of a readjustment plan sponsored by the World Bank and other donors. The
Planning Minisiry has drawn out an elaborate prospectus of 7 enterprises for sale. (see below for detalls){8]. USAID has aiso been playing an important role in
faciRating privatization In Mall.[2] Under a fivestock project started by the government R is supporting much of the feasibiiity analysis required 10 implement
privatization of veterinary services, and the Cereals Marketing Restructuring Project (CMRP) Is aimed at privatizing cereals markets.[7)

\

Sector Type of emerprise Activity Notes
—Completed privatlzations---
] TANNING MGMT. CONTRACT  The govt reached agreement with a Chinese company In 1984 for ma
AGRI of the Mall Tanning Company In exchange for a guaranteed wchase':cw
hides.(6) :
SEAVICES AIRUNES LIQUIDATION The national aldine of Mali, Alr Mall, was dissolved and routes leased out to

other airfines. The akcraft owned by the alrline were leased to Atgamlm,(a)
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MISC TEXTILES PRIVATE SALE ITEMA (texilles), CMTR AND SHM were the three companies to be privatized
through sale of shares to local investors.

MISC LIQUIDATION The govt has so far liquidated 7 SOEs:

SAT (road transport company)
SCAER (agricultural equipment company)
SEBRIMA (brick manufacturer)
SOCOMA (food processing unit)
SOMBEPEC (livestock)
SOCORAM (radio assembly unk)
SONEA (hide marketing unh). {t]
---Other reports of privatization actvty---

AGRI, CEREAL MARKETING | RESTRUCTURING Public sector monopoly on cereals marketing has been abolished by the
restructuring of OPAM. Majority of the commercial cereal imporis are now
mw;:yMQMreprmnawbcdhmmseﬂgrahmlMOpm
market.(4

SERVICES HOTEL MGMT. CONTRACT  Services of SOCIETE D'AMENAGEMENT TOURISTIQUE INTERNATIONALE
(SODATI) were contracted by the govt in 1983 under a 5 year management
contract In retum for annual payments of 3% of sales revenue.(6)

MISC. LIVESTOCK PRIVATIZATION PLAN The govt has passed a law for the implementation of privatization of veterinary
services and supplies. USAID is assisting in the feasibiity analysis being
carried out by the govt.|5)

MISC. PRIVATIZATION PLAN The Planning Ministry has announced the complete divestiture of the following
firms:
SEMA (Manulacturing)
ITEMA (Textlles)
SEMPAMA
SOCAM
EDIM
EMAMA
SECMA (Construction Matertals)

Sources:
IMF Working Paper, Hemming & Mansoor, Feb 1987

Privatization narrative, Mall .
Candoy-Sekse, Rebecca and Anne Ruiz Paimer, “Inventory of Country Experience & Reference Matertals,” vol.Ill of Techniques of Privatization of

State-Owned Enterprises, World Bank Technical Paper 90, 1968.
CFP Abstract 1988.
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Cable: US Embassy (Bamako # 00725, 2/5/86) & ABS FY 1989
Public Enterprise Demand For Management in Sub-Saharan Africa
ABS FY 1990. .

Business Intemational, September 1989,

DNRO

MAURITANIA

There are 39 SOEs in Maurkania, 32 nonfinancial and 7 financial. These have played a major role In the economy since independence but a recent IBRD study
has called for thelr drastic overhaul. The govemment's policy on privatization Is not clearly defined. However, the private sector has been fahly dynamic and
independent. Without waling for a formal government privatization plan R has taken over part ownership In quite a few SOEs (see below).

CFP Contributions '

CFP assessed the stage reached by the government in the privatization process and the realistic potential for privatization of parastatals.

Sector Activity Notes

—~-Completed privatizations---

AGRI. FARMING PRIVATE SALE M'Pourie state farm being sold to peasant organizations over period 1985-1990.

AGRI. FOOD MGMT. CONTRACT  Maurltania Food Co.

MFQ. TEXTILE MiLL UQUIDATION SNC

MISC PRIVATE SALE Reduction of govt share irom 100% to 30%: Officle National du Cinema (a
national movie company), SONACO (cloth mamutacturer), SPAM (fishing): from
51% to 10%: Banque Arabe Africaine en MaurRanie.

Sources: \

IMF Working Paper, Hemming & Mansoor Feb 1987
CFP Project 7200-004
World Bank

MAURITIUS
Primary economic resources are agriculture and a growing export-oriented Industrial sector. Prior to the spectacular growth of the Export Promotion Zone

EPZ). the economy was dominated by sugar production, which accounted for 90% of the area under cuftivation. Manufacturing now has swung the country's
Ldaz,zc, of paymomys imo a surplus and boosted the GNP to one of the highest In sub-Saharan Africa [1] There Is no information on the divesture of soe;y

as



Sources:
Congressional Presentatlon, FY 1989

MOZAMBIQUE

A soclalist government is st operating several companies on an “intervened” status, yet In order to enhance efficlency k has made several moves towards

ization. As of yet, no complete divestiures have taken place, but there has been some deregulation of the economy. The central bank, the development
bank and the Ministry of Industry and Energy are sald to be planning for privatization. The government is transferring the custodianship of intervened firms to
autonomous entities which will better lacittate foreign investment, privatization and join-ventures.[1] In addition to the intervened frms, the govermment s
studying the possibiily of privatization of state farmiands, the construction industry, import and distribution operations.[2]

CFP Contributions
In July 1988, CFP completed a study on the parastatals eligible for now cancefled Pre-Export Revolving Fund assistance project.

Sector Tvpe of enterprise Activity Notes
---Spechic reports of privatization activity---
AGHI. COTTON & VEGETABLE FARMS PRIVATIZATION PLAN The World Bank Is rehablitating these falled estates under LOMACO, a new

joint-venture company, majority-owned by the multinational enterprise,
LONHRO, and minority-owned by the govt.

MISC STUDY The following were identified as possible candidates for privatization in a CFP |
study: (3]
Manufacturas de Borrocha SARL (MABOR)
Caju de Mozambique EE
Empresas Mozambique de Cha (EMOCHA - tea)
Fabrica de Conductores Electricos de Mozambique SARL (CELMOQUE)

Vidrera de Mozambique EE
Sources:
1. Thompson & Fitch, SADCC report, CFP, July 1988.
2 ABS, FY 1990
J Thompson & Fitch, SADCC report, CFP, July 1988; CP FY 1969.
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NIGER

The latest five-year plan of the GON outlines efforts to liberalize marketing practices, decentralize control and promote the growth of the private sector.[1)
USAID's strategy Is to Increase production and rural iIncomes by encouraging privatization. The World Bank Is the lead donor in rationalizing SOEs through
parastatal reform and privatization. USAID Is also pursuing a study on the financlal markets in order to promote the development of credit unions. There are
18 firms that have been largeted for privatization, Including parastatals in the marketing and distribution of agricultural exports. In 1986, a total of nine

companies were privatized through private sale.(2]

Sector Yype of enterprise Activity Notes

---Spechlic reports of privatlzation activity---

AGRI. MILLET PRODUCING PRIVATE SALE SOTRAMIL was fully privatized In 1966.

MFG. TEXTILE PRIVATE SALE SOMNITEXTIL - Partners bought the govt's minority shareholding (39%) in 1966.

MFG. PAPER PRIVATE SALE SOPAC paper company had a net loss of FCFA 65M In 1983. In 1908, the
company was bought by Ris existing partners.

MFG. HIDES AND SKIN PRIVATE SALE SNCP

MISC. - ARTS AND CRAFTS PRIVATE SALE CENTRE DES METIERS D'ART DU NIGER - After a net loss of FCFA 30 million,

the company was transformed Into a cooperative. As of 1986 CMAN was fully
privatized through sale to UNC.

SERVICES INSURANCE PRIVATE SALE " LEYMA was acquired through a joint-venture of the DEVELOPMENT BANK OF
NIGER with Nigerian interests. The firm was partiafly privatized in 1968,

SERVICES FREIGHT FORWARDING PRIVATE SALE In 1983, NITRA had a net loss of FCFA 200M. In 1986, after the sale of
remaining 30% shares, retained by the govt, the company was fully privatized.
SERVICES PETROLEUM DISTRIBUTION PRIVATE SALE SONIDEP - 1983 net profit of FCFA 709M.- Sotme of the gas stations leased to

private operators were sold. Distribution arm Is fully privatized. The functions
of SONIDEP include procurement, distribution and reserves of petroleum. 1966,

retaling of petroleum was privatized through leasing. The govt Is to contract
for storage capabliities.

AGRI MARKETING LIQUIDATION Markeﬂr:? monopoly reportedly ended for at least one commodity (see reglonal
' entry p.1).
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Sources:
Congreasional Presemtation, FY 1989.
ABS, FY 1990; Candoy-Sekse, Rebecca and Anne Rulz Paimer, "Inventory of Country Experience & Reference Materlals,” vol il of Techniques of
Privatization of State-Owned Enterprises, World Bank Technical Paper 90, 1988.

NIGERIA

The government controls over about 100 nominally sernl-autonomous commercial eerprises, along with several governmental bodles with some degree of
commerclal activity. An officlal mandate to privatize dates trom the early 1980s, when 160 SOEs, including the national bank, were first targeted, but progress
was slowed by widespread adverslty 1o foreign ownership and ethnic /regional disputes. A July 1968 decree targetied 67 SOEs for full divesthure by June 1990
(see below) and 43 others for partial privatization, in only 12 of which the state wil retain a majority holding. 25 others, Including many SOEs that pose both
the greatest financial drains and the most political difficulties to being divested, have been selected for commercialization. These include most large public
utiikles, the petroleum and mining authorltles, telecommunications, electric power and a steel company. The government hopes that the privatizations will cut
subventions and the government’s role in the economy, help develop focal caplital markets, and create widespread share ownership. For each Issue of stocks,
600,000 prospectuses are (o be distributed throughotnt the country. In a few cases where the govt's share Is deemed to small to warrant a public offering,
shares wifl be offered first to those firms’ employees, then to other interested parties. Inadequate access 1o sufficlent credit has hindered many from taking
advantage of the sales, but the government Is encouraging banks to extend credit whenever possible.

After a slow start, the privatization program Is now gaining considerable momentum. To date, the Technical Committee on Privatization and Commerclalization
(TCPC) has made four public offers of sale (detalls enclosed) of some 56 million shares with a market capltalization of about Naira 89 mWion. A set of 12 smalt
and medium sized insurance companies with about 36 mittion shares will be publicly offered in the coming months. The total market capltalization for the 12
insurance companies is Naka 49 million.

CFP Contributions

A CFP expert addressed a Nigerian Securitles & Exchange Commission symposium on privatization. The major elements of the address were adopted by the
conference and Included In the set of resolutions put forward to the President.

sector Activity Notes

---Completed privatizations---

AGRI. AGRI. MARKETING LIQUIDATION The Nigerian govt in June 1986 announced the abolition of all agricultural
marketing boards. (3]

MFG. BREWERY PRIVATE SALE Golden Brewerles

MFG. STEEL PRIVATE SALE Steel Impressions

Center for Privatization s Privatization Survey for Sub-Saheran Atice
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--.Other reports of privatization activity-—
DIVERSIFIED CORN MILLING, BULK BAG

EXTRACTION PETROLEUM

DIVERSIFIED OiL, CHEMICALS

SERVICES

SERVICES

SERVICES

MFG.

MISC.

BANKING
INSURANCE

OIL MKTG./DISTRIB.

TEXTILES

PUB. OFFER.

PUB. OFFER.

PUB. OFFER.

PUB. OFFER.
PUB. OFFER.
PUB. OFFER.

PUB. OFFER.

Privatization Susvey for Sub-Ssharan Afica

Flowr MNs of Nigeria Lid. - First transaction of Nigeria's current privatization -
program. AR ol GON's shares (10.6%) were sold raising $750,000.

African Petroleum Ltd. - 17.2 milllon shares of the company were sold through
public offering. The Issue was heavily oversubscribed. State Investment
companies hold only 16% shares of the enterprise.

National Ol & Chemical Marketing Company Lid. - 16.8 million shares of the
company were sold thwough public share offering. The lssue was heavily
subscribed. State Investment companies hold only 11.4% shares of the

enterprise.
Natlonal Bank of Nigeria.[2]
Unlted Nigeria Insurance Co. Lid. - to be fully privatized.

National Ol & Chemical Co. Lid. - Govt decided to sell one thisrd of R 60%
share in June 1989; network of over 300 service stations. No further detalls
avalable.

ABA Textlie MNs Lid. - was 1o be fully privatized June 1989. No further detalls
avallable. '

SOEs In which 100% of GON's equity is to be fulty privatized:

Nigeria Hotels Ltd.

Dunbar Hotel Ltd.

Central Water Transportation Co. Lid.

Nat. Cargo Handling Ltd.

Nigerian Dakles Co. L1d.

Nigerfan Nat. Fish Co. Ltd.

Nat. Grains Production Co. Ltd.

Nat. Poultry Production Co. Ltd.

Nat. Root Crops Production Co. Ltd “and other such
food production companies.*

Nigerian Nat. Shrimps Co. Lid.

New Nigerian Saft Co. Ltd.

Nat. Frut Co. Ltd.

Nat. Salt Co. Ltd., ljoko

Specomil Nigeria Ltd.



South-East Rumanian Wood Industries Ltd., Calabar
Nigerian-Rumanian Wood Industry Ltd., Ondo
Nigerlan Yeast and Alcohol Co. Ltd., Baclta
Nigertan Fim Corp.

Nat. Freigit Co. L1d.

Nat. Animal Feed Co. Lid., Port Harcourt
Opobo Boat Yard

Madara Daky Co. Ltd., Vom

Ore/irele O Palm Co. Ltd.

Okomu O paim Co. Lid.

Nat. Livestock Production Lid.

Road Construction Co. of Nigeria Ltd.

Nat. Fim Distribution Co. Ltd.

Nigerian Ranches Co. Lid.

impressk Bakolorl Nigeria Ltd.

North Brewerles Ltd.

Nigerian Beverages Production Co. Lid.
West Africa DistWeries Ltd.

Nigeria Engineering Construction Co. Ltd.
Tourist Company of Nigeria Lid.

Electricky Meters Company of Nigeria Ltd.
American Imt1 Insurance Co. Ltd.

Guinea Insurance Co. Ltd.

Sun Insurance Co. Lid.

United Nigeria Lile Insurance Ltd.

Niger tnsurance Co. Ltd.

Mercury Assurance Co. Lid.

Crusader Insurance Co. Lid.

Royal Exchange Co. Ltd.

NEM tnsurance Co. Lid.

Law Union and Rock Insurance Co. Lid.
Prestige Assurance Co. Lid.

British American Insurance Co. Lid.

Waest Alrican insurance Provincial Co. Ltd.
Manchok and Mokwa cattle ranches

3 pouitry production units

Kaduna Abattolr and Cold Meat market
Bauchi Meat Factory and Galambi Cattle Ranch
Minna and Umuahla pig farms

Kano Abattolr Ltd.

Glant Cold Store, Kano

Ayip-Eku and Ihechlowu ol palm Companies itd.
Sokoto integrated Livestock Co. Ltd.
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Motor Engineeting Services Lid.
Nigerian Yeast Alcohol Mamufacturing Co. Lid.
Nichemtex industries Lid.

Souwrces:

“In Africa, a Rush to Privatize," New York Times, July 30, 1987

Dateline (West Africa), 8/27/68

Federal Republic Of Nigeria, Decree # 25

“Thorny issues ralsed by policy reversal” Financial Times, 8 Mar 1989, special survey on Nigeria
A Formidable Timetable: Privatisation,” Financial Times, 3/6/89.

CFP Project 11. .

Dept. of State cable (Lagos 4107, 16 Mar 1989)

Nonawn=

RWANDA

The GOR has demonstrated ks commiment to privatization in the creation of the Commission Mixe de Privatization. Lately, economic crisis has shifted the
's focus to immediate budget and balance of payments problems. Privatization of nurseries, bakerles and fisheries had been actively under

consideration. The government has, however, shown interest in developing private sector participation in key areas such as transportation, trade and tourism.

Bus and taxt services were reportedly privatized in 1979, but few detalls are avallable.

CFP Contributions

A CFP consuttant identifled and evaluated key Issues 10 be addressed in GOR divestiture strategy and developed selection criterla for SOEs. The GOR later
developed a draft privatization strategy and reviewed R at technical levels. The study Includes a series of privatization options from complete divestiure 1o the
*spinning-oi” of some functions of cenain enterprises to the private sector.|1)

Sectot Activity Notes
—-Completed privatizations---
MFG. MATCHES PRIVATE SALE USINE D'ALLUMETTES (UDA) - sold to Swedish Match Corp. The
Fé has a minority share in UDA. goMt now
---Other reports of privatization activy---
AGRI. BANANA CULTIVATION PRIVATIZATION PLAN OVIBAR was one of the first parastatals that had been targetted for divestiure

by the govt. The board of directors of OVIBAR decided to improve hs
performance before divesting . The Centrale Comptable et Organization (pant
of EEC foreign ald 1o Rwanda) is helping h redirect s product line towards a
more proftable market. The strategy seems 1o be working and privatization is

n



expected to be completed within the next five years.(2)

Sources:
1. CFP Project Report 6; ABS FY 1990 & 1989; US Dept of State cable 1/27/86
2. ABS. FY 1989 May 1967.

SAO TOME & PRINCIPE

Cocoa plantations that were natlonalized at independence seem to be the most visible candidates for privatization. USAID assists the government In increas
cocoa production, upon which the economy Is heavily dependent, and is encouraging the evetual movement of the plantations into the private sector. "o

Sowrces: CP, FY 1989

SENEGAL

The GOS privatization program was launched In October 1987 with a call for state disengagement from non-strategic commercial and Industrial activitlies more
appropriately performed by the private sector and the passage of a law which provided for the sale of state shares In 26 public enterprises (PES). A World
Bank review of the program In 1989 found that not a single PE had been privatized. Following the adoption of a new action plan in July 1989 as part of a
structural adjustment agreement with the World Bank, a number of operationat and methodological weaknesses have been corrected and modest progress
made. Prior to July 1989, ten SOEs were earmarked for privatization. The govemment had a majority shareholding In five. Efforts to privatize these companies
were stalled due a number of reasons; lack of financing and poorly developed capital markets being some of them. As of mid-1989, shares In only one PE
Renault Senegal. The same was sold to local vestors. '

Based on an agreement with the World Bank In July 1969, the govt issued a new plan of action essentially re-stating ks objectives for disengagement and
providing a detalled program for complete state withdrawal from non-strategic commercial and industrial enterprises during the July 1989-June 1991 period. 31
enterprises are to be offered for sale during that period.[3] )

CFP Contributions

A CFP consultant developed terms of reference requested by the govemment, including policy guidetines for implementation of the Senegal privatization
program. CFP also provided a technical assessment for the privatization of SENPRIM, a truck farming enterprise, under which CFP reviewed production
marketing, transportation, financial and legal lssues, as well as investor interest. Specific recommendations were made regarding production, pravision oi
inputs, cost reduction procedures and the type of equity participation.{1}

Sector Type of enterpiise Activity Notes
---Completed privatizations---
SERVICES BANKING RESTRUCTURING Previously holding just 18.7% of shares In Senegalese state-controlled Union

Senegalalse de Banques (USB), Credit Lyonnals (CL), a French Bank has
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AGRI.

AGRI.

MFG.
MISC

MISC

SERVICES

SERVICES
SERVICES

SUGAR

TRUCK FARMING

FARM TOOLS, TEXTILES
TUNA & TOMATO CANNING

FERTILIZER & LAND DEVELOPMENT

SHIPPING & WATER WELL DRILLING

PETROLEUM DISTRIBUTION
HOTEL

MGMT. CONTRACT

PRIVATE SALE

PRIVATE SALE
PRIVATE SALE

UQUIDATION

PRIVATE SALE

PRIVATE SALE
MGMT. CONTRACT

Privatization Survey for Sub-Saharan Africa

forced through a restructuring and privatization of assets, leaving the newly
formed Credit Lyonnais Senegal with 95% control and a French Managing
Director. This move will result In the bank not being subjected to local political
pressure to extend unrecoverable loans. Also planned is the restructuring into
one unit of three other public banking institutions- the Banque Nationale de
Developpement du Senegal, the Soclete Natlonale de Banques and the Soclete
Financlere Senegalaise pour le Developpement de V'industrie et du Tourtsme.{4)]

The management of Senegal Sugar was contracted out to a private enterprise
to run ks operations.(3)

SENPRIM (total assets- $13.8 million) Is the leading exporter of vegetables. ts
sales have declined over the last 8 years and the company reported a loss of
$750,000 In 1966. Option of privatization seemed attractive since s direct
production system rather than contract growing would give private investors the
opportunity to fully control production process and maximize eamings. CFP
assistance was sought to determine the feasibliity of privatizing SENPRIM.
CFP reviewed the enterprise’s operations pertaining to production, marketing,
transportation, financial and legal Issues. Also assessed was the potential
interest of private entrepreneurs in SENPRIM. Based on the review carrled out,
speclfic recommendations were made with reference to the production

, improved inputs, cost reduction procedures and type of equity
participation.(1) According to latest reports, the company has been bought by
a French company.(3)

SISCOMA (farm tools) and SIV (textlles) - private sale of shares.(1)

SNCDS (tuna canning) and SNT! (tomato canning) were both sold through
private sale of shares.(3)

SONAR (seed and fertlizer distribution) and STN (new territory development
have both been liquidated.(3) . o ‘

COSENAM (shipping) and SONAFOR (water wells) were sold through private
sale of shares. Govt sold some 38% shares of COSENAM to a local s
company, EXPRESS NAVIGATION which now becomes the largest shareholder
The govt has reduced Rs stake from 72% to 34%.(3) '
IRANSENCO was sold through private sale of shares. (3)

Senegal Hotels - managemert of hotel operations contracted out.(3)
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---Other reports of privatization activity---

MISC PRIVATIZATION PLAN The government has decided to reduce s MAJORITY shareholding in:
VACAP (hotel)
SAIL (hotel)
SICAP (housing agency)
SERAS (meat importing and processing unit)
DAKAR MARINE (ship repairs);
and to reduce s MINORITY share in:
BERLIET SENEGAL (a truck assembly untt)
HAMO (housing agency)
TERANGA (hotet)
SPT (tourist agency)
SELINE SALOUN (salt extraction unk)
The sale of shares Is 1o take through both public offering and private
placement and each company will be considered on a case by case
basis. Shares have been reserved for Senegalese natlonals.(3)

Sources:
1. ABS FY 1990
2. CFP Report 15
3. “Economic strains test Senegalese democracy” Financial Times, 8 Nov 1988, Candoy-Sekse, Rebecca and Anne Rulz Palmer, “Inventory of
Country Experlence & Reference Materials,” vol.lll of Techniques of Privatization of State-Owned Enterprises, World Bank Technical Paper 90,
1968.
SEYCHELLES

A review of the parastatals was performed by USAID in 1987, but there Is no privatization plan.

Sources:
CP, FY 1989
ABS, FY 1990.

SIERRA LEONE

The government Is gradually privatizing Rts portfolio of SOEs. in 1985, the government leased four hotels and closed down a rallroad. The World Bank has
identitied 26 SOESs for possible privatization.
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Sector Activiy Notes

---Completed privatizations---

EXTRACTION OfiL PRIVATE SALE National Palo O

SERVICE 4 HOTELS LEASING

AGRI. MARKETING LIQUIDATION Marketing monopoly reportedly ended for at feast one commodity (see regional
entry p.t).

Souwrces:

Berg and Shirley, “Divestiture in Developing Countries,” World Bank Discussion Paper 11, June 1987.

SOMALUIA

The soclafist-oriented government ol Somalia has recently made sirides towards private sector development, privatization and the promotion of forelign
investment. Since 1983, privatization has taken place In form of divestiure of state-owned farmlands and a few parastatal poultry farms. The government's
policy with regard to the SOEs is to close down enterprises that are not financially viable and privatize others thwough joint-ventures. However, there Is no
single focal point for coordinating privatization initiatives in the government. The government promotes private competRion with parastatals. Potential
candidates for divestiture include hotels, an insurance company, tannery, government printing operations, fisherles and forests. State marketing monopoly
reportedly ended for at least one commodiy (see regional entry p.1). '

In February 1989, the govt enacted a new legisiation which opens banking, shipping and Insurance to the private sector and liberalizes much of the domestic
trade.

CFP Contributions
CFP Investigated the potential for divestiture of several SOEs in 1986, including fisheries, meat processing operations and a coastal development project.

Sowrces:
CFP, Privatization Conference, Washington D.C., 7/7/88.
CDSS, FY 1967
"Privatization in Somalia,* CFP Repornt 16.
Dept of Stale cables (State 137943, 5/2/66; Mogadishu 5568, 5/18/66; Mogadishu 6963, 6/8/88).
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SOUTH AFRICA 8/e8

USAID gives no direct assistance to the government of South Africa, but & does promote the development of black private enterprises through several
projects.{1] An ambitious privatization program does exist, and many major SOEs, including the transportation holding company, an electric uthity, and a
fertiiizer group, have been targetted for sale.{2]

Sector Type of enterprise Activity Notes

—--reported privatization activity---

MFG. MISC. PUB. SHARES Public offering In ISCOR, the steel company was 4.16 times oversubscribed.
ALUSAF, the state aluminium company, sold to GENCOR. FOSKOR, the
fertiiizer group, also for sale, next year after review of pricing policy and
Increase In retum on caphal.{2]

SERVICES ELECTRIC UTIUTY STUDY Eskom - study recommending sale by 1992 (2]

SERVICES TRANSPORTATION PLAN South Alrican Transport Services (SATS) - to be Incorporated as government-
owned corporations as first step to share flotations, possibly beginning in 1990.
Holdings include South African Alrways as well as ports, pipelines and trucking
authorlties. Rallroad to remain state-owned. (2]

SERVICES NATIONAL MINT PRIVATE SALE to be soid to the publicly quoted reserve bank.{2]

SERVICES POSTS AND TELECOMS PLANNING Advisors to be appointed to develop privatization sirategy [2)

Sources:

1 Congressional Presentation, FY 1989.
2 Privatisation Ifternational, September 1989.

SUDAN

Sudan reportedly has 136 SOEs that account for around half of the GDP. Most run at less than hall of capacity or have ceased production altogether. The
gov:mment hasyclosed down 10 of which 8 were in the manufacturing sector and one each In agriculture and service sectors. The GOS has now decided to
divest five SOEs as part of an agreement with the World Bank on a SDR 7.1 milion project designed to reform public enterprises.
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Seclor Activiy Notes
—Completed privatlzations---
SERVICES AIRLINES PRIVATE SALE The Sudanese govt approved the sale of Sudan Alrways in late 1967.
---Other reponts of privatization activity---
MISC PRIVATIZATION PLAN The govt has decided to divest s holdings in the following:
. Food Industry Corporation
Kassala Onlon Dehydration Factory
a sugar company
The Blue Nile Corporation
The White Nfle Corporation
Sources:

Hemming and Mansoor, IMF Working Paper, Jan 1968.

SWAZILAND

The govermment Is concerned about s lack of information on and control over public enterprises at a time when Rs financial exposure to the parastatal sector
Is increasing markedty. Privatization Is being viewed as an appropriate Instrument for public enterprise reform.[1) The govt. enacted legisiation in earty July to
establish within the Ministry of Finance a Public Enterprise Unit (PEU) with responsibilty for overseeing parastatal performance with a view towards eventual
privatization. This unit Is to take the lead in developing a privatization strategy for Swazlland. USAID has been working with the gowt. In the setting up of the
PEU.(2)

CFP Contributions
CFP assessed the viabity and prospects for privatization of the Natlonal Insurance Corporation. The CFP recommendations were passed on 1o the Ministry of

Finance for study, and recent changes In the insurance company policy are aftributable to CFP’s recommendations.{3] CFP also made recommendations to
the Ministry of Finance regarding the staffing of the Public Enterprises Unh (PEU).

Souwrces:

1. Coopers and Lybrand, 2/11/87.
2 US Embassy cable (Mbabane 04671, 8/14/89).
3 CFP Report 38.

7



TANZANIA

Over 400 SOEs In every sector of the economy. The government Is developing a privatization strategy as a part of a economic reform program in which
Tanzania has received strong financlal support from donors. A March 1969 agreement with the IMF will ease repayment terms on a structural adjustment loan
conditioned on further reforms. Plans have been made for cooperatives 10 take over the marketing of agricultural products, and the government has leased 4
hotels to private management and s considering the leasing of 3 more. In 1986, the government started selling state-heid land In order to increase production.
Privale grain traders already control almost 80% of the market.

USAID has promoted the private provision of agricultural transportation services and the contracting-out of rural road maintenance operations. It also plans to
support private sector involvement in the provision of family planning services, including contraceptive services and supplies.

Seclor Type of enterprise Activity Notes
---Reports of Privatization Activity----
SERVICES AIRLINES The govt. plans to part privatize the troubled Alr Tanzanla Corporation (ATC),
restructuring the company in the first half of 1990. ¥ proposals are approved,
ATC will be the first national career in Africa to offer equity to the private sector.
Sources:
Wall Street Jowrnal, 1/27/88
Africa Now, 8/88
ABS, FY 1990

“Tanzania seeks better deal for IMF* Financial Times, 15 Apr 1989. - “Tanzania on a potholed road to recovery” Financial Times, 25 Apr 1989.
Business International, September 1989.

T0GO

in 1984, the government established the Ministry of industry and State Enterprises (MISE) to monitor the performance of SOEs and thelr reform. Between 1984
and 1987, nine companies were privatized. Inkially, the outright sale of assets was proving to be politically difficut for the government, but leasing offered a
viable altemative by retaining ownership of assets while st earming Income from a formerly loss-making enterprise.[1] Since Rs first major privatization of a
steel mil in 1966, the government has attracted significant amounts of new foreign Investment.

Sector Type of enterprise Activity Notes
---Completed privatizations---
MFG. STEEL BAR LEASE Soclete Togolaise de Siderurgle (STS) - was leased In 1984 for 20 years to an

American. The company has been running profitably since then and reported
an after tax profit of US$ 372,000 in 1986. The total revenue sarned for that
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period was $6.2 milion. (see CFP mini-case no. 1 on Togo STS)

AGRI. MGMT. CONTRACT  SOTEXMA - a material management contract was signed with a French
company 1/84.

AGRL. DAIRY FARMING LEASE SOPROPLAIT was leased out to Farwnitk, a Danish compeny in October 1985.
1t is reported to be running successfully.

AGRI. EDIBLE OIL PROCESSING PRIVATE SALE industrie des Oleagineux du Togo (JOTO), an edible ol manufacturer was

bought Feb 1987 by a French company CFDT (Compagnie Francalse pouwr le
Developpement des Flbres Textles) and SGGG.

EXTRACTION OIL REFINING o PRIVATE SALE Soclete Togolaise des Hydrocarbures, a govt owned ofl refinery and storage
facity which has been leased by Shell international since 1964, wit become a
mixed enterprise with Shell taking a 60% share in the new company, to be
called COMPEL (Complex Petrolier De Lome), while the state will hold a 40%
interest.

MFG. PLASTICS RESTRUCTURING industrie Togolaise des Plastiques (ITP) - Caphal was ralsed 7/06 from CFA 420
milllon to CFA 735 milion. The govt share Is now only CFA 275 million. The
remaining capital Is held by IFU (Danish Development Agency), FMO (a Danish
company) and Wavin (a Dutch company).

MFG. DETERGENT PRIVATE SALE Soclete Togolalse de Detergents (net worth CFA 380 milion) was sold 11/86 to
a Danish company, DOMO KEM! & a private Togolese kwestor who own 51%
and 49% of the equity respectively. IFU has a stake in DOMO KEMI's 51%

share of the equity.

MFQ. TEXTILES PRIVATE SALE Two textlle factorles, ITT & TOGOTEX were bought In Feb 1987 by a
US/Korean Group, Penn Africa, with loan from BOAD (West African
Development bank) and foan and equity participation from IFC. Total value of
the sale was US$ 30 miflion.

---Other reports of privatization activity---

EXTRACTION SALT EXTRACTION PRIVATIZATION PLAN Togo Salt Mining Co. (SALINTO) - the govt has decided to sell the assets of

SAUNTO, a salt mining company. The SOE Is being analysed for further
specffic action. SALINTO'S management is aiready under PROMOTEC, a private
company that aiso owns 34% of the assets.
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MFG. IRON SHEETS PRIVATIZATION PLAN The govt has expressed keen interest In seffing of ks 50% equity stake In
SOTOTELES (won sheets manufacturer). Sales revenues for 1985 were CFA 1.7
biion. Though a lot of Interest has been expressed by local and foreign
investors, an official proposal for purchase Is yet to be received. The remaining
50% of SOTOTELES Is owned by SOCINVEST and other foreign private
shareholders.

MISC. PRIVATIZATION PLAN The govt has plans to privatize the following:
CENETI (a computer studies/information center)
SITO (a real estate company)
SOTED (a development studles company)

OTOD! (a recording studio)
Ferme Avicole de Baguida (poultry farm)
Agou Nyogbo artisan coop

SERVICES ROAD TRANSPORTATION PRIVATIZATION PLAN Societe Nationale de Transportes Routlers (SNDTS) - the govt has decided o
divest s 60% share In SNDTS, a bus operation. As of now, the equity stake of
the remalining shareholders Is: local entrepreneurs-10%, CAT (a Renauht
subsidiary)-26% & SAGA-5%. Negotiations are on with a Danish company for
possible sale of the govt's share of the equity.

Sources:
World Bank
CFP Privatization Dialogue, 12/11/87.
Togo information Service

UGANDA

In ks second olanoconomlcrostmctutuproomm,nngmmmmfummedlsmmuMMhummmmhoedm.Mh
balance with n':' public sector, which is seen as a bulwark against excessive exploRation from abroad. The government claims that the public sector makes up
only 10% of current GDP. Privatization Is seen primarlly as a way of rationalizing economic activity.[1] The government that came 10 power In 1985 Inkiated
privatization plans on ks own and has aiready rehablitated several agricultural firms.[2] Out of the 67 SOEs planned for privatization, 15 are 10 be sold of
returned to the owners and 31 to be sold or closed. Joint ventures in 21 SOEs have been planned In which the government wil control 51%.(3] The Worid
Bank and the IMF are assisting the government In s efiorts. The Ugandan Development Corporation (UDC), a state investment company, has said R intends 1o
become a minority shareholder in most of those companies in which R has a majorlty iterest and invest the proceeds In new ventures. If new investment s
not forthcoming, the UDC plans to liquidate many of ks assets [4] The government has already "denationalized” a total of 7 firms. {5)

The estabiished a Public Enterprise Project (PEP) in 1988 to faciltate the divestiture program and lay the groundwork for longer term restructuring of the
pamm sector  The project Is set out 1o enable the govt. 1o pursue a defined program of rehablitation, privatization, or fiquidation of public enterprises. The
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PEP became eflective in 1969 and has already engaged a team of consultants for a divestiture Design Study, as the first agreed step towards a specific action

plan for privatization in Uganda. The consultant firm, J. Henry Sclwoeder Wagg recently completed a detalled a of 15 selected ic ent and an
action plan for thekr divesthure. (5] nalysis public enterprises

Some form of Hberalization In the agricultural sector has begun 10 occur. The export monopoly of the Tea Authority has been abolished and plans are
underway to transfer the tea factories managed by the Uiganda Tea Growers Corporation to growers' groups.

CFP Contributions

A three member CFP team recently completed a 3-month project assisting the Government in ks divesiture of some of the 7,000 Departed Aslan Custodian
Property Board properties (DAPCB). The work involved: 1) Recommending a revised structure for the organization and decision making bodles; 2) developing
a tendering process and a procedures manual to provide a systematic tendering process and; 3) developing a privatization finance/credit scheme to assist local
Ugandans in buying properties. (6] :

CFP conducted a major conference on privatization sponsored by the government, the Uganda Commercial Bank and USAID. Attendees and speakers,
including the President of Uganda who made an important policy address, as well as the scope of debate, considered the conference an important step in

improving the dialogue on privatization.

Sowrces:

“Keep mixed economy” New Vision (Kampala), 24 Apr 1969, p.1.

ABS, FYs 1988/90.

World Bank Industrial Sector

CFP/IMG Seminar, 7/88 Washington D.C.

Uganda Action Plan, AEMP Seminar, September 1989, Washington, D.C.
CFP Project Report # 118.

QAAWDN -

ZAIRE
The government's portiolio Includes 51 wholly-owned parastatals and shares in 79 mixed enterprises. 20 of the 79 are Zakian businesses which are primarit
managed privately. The book value of government holdings is estimated at roughly $20 mittion, three quarters of which Is wholly-owned. Recently, 21 v

nies were identilled by the govermnment for the first phase of a privatization initiative. Nine are 100% owned by the government and 12 are partlally
owned by R with ownership ranging from 10 to 50%.{1)

As part of a major multl-year Private Sector Support Program, USAID s assisting the gowt. in Rs drive to reform the finance and the banking sector.



CFP Contributions

USAID/CFP, In conjunction with the government, reviewed the government's privatization program and made assessments of certain enterprises identifled for
privatization by the government. The potentlal for Zalrian domestic investment was investigated as well. Specifically, the Investigating team Identified
non-mining activities of the glant copper and cobalt mining parastatal, GECAMINES, as targets for a privatization activity In 1990. GECAMINES, which accounts
for 15 to 20% of Zakian GDP has a vast array of subsidiaries not directly related to mining (machine shops, repair shops, flour miis, transportation systems,
farms etc). CFP recommended that the GECAMINES subsidiary companies be surveyed, and a maximum of three potentially viable enterprises be identifled for
privatization and three for liquidation.{2]

---Completed privatizations--- :
Sector Type of enterprise Activity Notes
AGRI. VEG OILS, COFFEE & TEA MKTG. MGMT. CONTRACT  The management of Zalre Palm Olls, Zake Cocoa and Zake Tea has been
. contracted by the govt to the BEMBA group.[1]

EXTRACTION MINING UQUIDATION SOZACOM was liquidated In 1985 In favor of returning control over marketing
of mining products to GECAMINES, which has more private sector
background.(t)

EXTRACTION REFINING PRIVATE SALE 20% of Shefl Zalre's shares were sold in 1985 to reduce the govt of Zalre's
holdings to 40%.(1)

SERVICES AIRLINES MGMT. CONTRACT  The management of Alr Zakre was contracted out to a French quas!-private
akiine company, UTA, as ot Feb 1988.(1) .

SERVICES SHIPPING MGMT. CONTRACT A Belgian speclalist company has been contracted to handie the operations of
Compagnie Maritime Zakolse (CMZ), a shipping company.(5)

Sources:

ABS FY 1989, FY 1990.
2, CFP Project Report 60; US Embassy cable (Kinshasa 00003 4/4/88); Dioh, Barthelemy, "Gécamines: le pari commercial,” Jeune Afrique

Economie, Nov. 1968.

ZAMBIA 6/e9

In May 1987, the president of Zambia announced the repudiation of the reforms of the muliRateral agencles, hence promoting the increased growth of the
publ.cyseclor. Vlh'g'l dominate most sectors of the economy. Consumer subsidies for food, fuel, bullding materlals, etc. have cuntalled revenues for SOEs, and
many are running at under 25% of thelr capacity. Some Westem analysist clalm that without price subsidles of food, Zambla would become a net exporter of
food, but attempts to gradually remove food subsidies are being approached with caution, since earller attempts have led to widespread violence. The
government has alowed the negotlation of management comracts for six SOEs.
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- USAID's approach to private sector development has been largely limited to support for World Bank/IFC policy reform proposals. In 1985, R was successful In
pushing for the partial privatization ol malze marketing.

Sources:
Financlal Times 5/5/87.
Candoy-Sekse, Rebecca and Anne Rulz Palmer, “Inventory of Country Experlence & Relerence Materlals,® vol.ll of Techniques of Privatlzation of State-
Owned Enterprises, World Bank Technical Paper 90, 1988,
ABS, FY 1990.
“The queues that lead to hunger in Zambia® Financial Times, 23 May 1989.

ZIMBABWE
A privatization plan was drawn up In July 1966 under the Zimbabwean Agriculture sector assistance program to privatize farmers’ co-operatives.

Sector Type of enterprise Activity Notes
MFQ. AUTOMOBILES PRIVATE SALE Mazda & C. itoh of Japan have purchased a 33% stake In the state-owned

Whliowvale Motor Iindustries (WMI), one of the country’s three main vehicle-
assembly plants. The US$2.5 miion investment wik involve extensive
technology translers enabling WMI 1o increase local content from 34% to 62%
over three years, creating 300 new jobs directly, while thousands of new jobs
would be created In downstream industries. '

Sources:
US Embassy cable (Harare 3781, 6/06).
Business Intemational, September 1989.
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ARGENTINA™

Enormous government spending, according to economists, Is the fuel supplying Argentina’s blazing infiation. An example of this Is the government subsidized
companies which receive up to 30% of thelr budgets from the state. The state run companies are facing deficks to the tune of $5.5 billion this year.

Argentina recently passed a new privatization law giving President Carfos Menem the power to undertake major economic restructuring by sharply downsizing the
afing state sector.The law, approved by Congress after almost a month of discussions and amendments, gives the executive branch the power to lssue decrees
to fully or partially privatize public sector companies, sell public shares or assets In public firms and ficense the private sector to produce goods or services produced
by state-owned firms. The govemment is empowered (o elther transfer ownership of a given state company or change Rs charter to faciitate the sale. it may also
merge or liquidate state entities and, in general, take all the appropriate juridical steps to meet the law's objectives. In selling the state entiies, officials will give
preference to existing private partners of state companles. Employers, consumers and suppliers will aiso be encouraged to perticipate in the privatization process,
theough a special stock ownership program defined In the law.

The Argentinian President recently signed a decres approving gradual de-regulation of the country’s state-controfled ofl Industry. The decree permits private
companies to explors for and explok ofl reserves. To date, all such activity has been monopolized by the state-owned company Yacimientos Petroliferos Fiscales
(YPF). The decree promises to privatize al YPF-controlled ofl wells within sbx months.

The enterprises 1o be divested during the first phase of the privatization process include the port authority, the national mint, grain elevators, the rallways, most state-
owned radio and television stations, the coal board and several petrochemical companies.(see below for detalls)

CFP Contribution

Six senlor Argentinian govt. officials participsted in the Advanced Executive Management Program on Privatization organized by the Center in Washington, D.C. In
September 1989. .

in December 1989, CFP consultants convened a workshop in Buenos Alres to plan a six-month training program for Argentine officials and develop a comprehensive
privatization sirategy. Executives from key Argentine minisiries and parastatats, together with CFP experts, identifled the major Issues, opportunities, and obstacles
that need 10 be addressed In the training program. These Issues will be incorporated In the syllabus for the training program to be carrled out In February-June,

Sector Type of enterprise Activity Noles
—-Reports of privatization activity---
AGRICULTURE RICE ELEVATOR DIRECT SALE The first privatization under the Menem Administration was carried out In November

1989 with the sale of the Natlonal Grain Board's (JNG) rice elevator to a rice
producer’s cooperative, FECOA at a selling price of US$ 500,000. The

Del Uruguay Complex Includes an elevator, slos with 16,000 ton capacity,
laboratorles, ral access, and conveyor beft for ship loading. '

PRIVATIZATION PLAN Aerolineas Argentinas - Privatization terms for the akiine have been announc
SERVICES AIRLINE The airline has been vatued at US$623 mMion. Here, 85% Is to be sold at a v,go:,

of $529 millon, by June 22 this year. Interested forelgn airines wit be
from holding more than 43% of that portion. The debt of the alrline, more 'm:a;;:(:
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SERVICES SHIPPING
SERVICES TELECOMMUNICATIONS

MISC.

,——eeeaoe

Sources:

Financlal Times, 9/16/87

DAL N-

PRIVATIZATION PLAN
PRIVATIZATION PLAN

PRIVATIZATION PLAN

Business International, September 1989
Cable U S Embassy (Buenos Alres, # 12356, 11/20/89)

Privatization Survey for Latin America

milion, will be absorbed by the state, which will retain 5% of the company; a further
10% will be sold to the akrline employees. Also to be sold Is Buenos Alres Catering
which supplies meals to Allines.

ELMA - A minority holding is expected to be offered to the private sector.

ENTEL, the state telecommunications entity, Is to be sold within the next one yeer.
A decree passed in September 1969 stipulates the sale of at least 51% to corporate
bidder in open competition, 10% for employees and the rest through public offering.
ENTEL Is officially valued at US$3.5 bition. Some 60% of R Is to be sold - In two
halves - for a total of US$1.807 bition. The other 40% Is to be divided between
ENTel employees, traded shares on the Buenos Akes stock exchange, and a portion
to local telecoms employees. it Is due to be sold by October 8, 1990.

The govt also plans to privatize the following enterprises:

- OPTAR (Tour Operator)

- Yacimientos Carbonlferos Fiscales (Coal)

- Conarsur (Consulting)

- Direccion National de Validad (Infrastructure)

- Ferrocarriles Argentinos (Rallways)

- Empresa Naclonal de Correos y Telegrafos (Postal Service)

- Yackmientos Petrolileros Fiscales (ON) ‘

- Television Stations 11, 13

- Al other state-owned media except ATC TV and radlo Nacional

and affiiates

- Subterraneos de Buenos Alres (Subway)

- Casa de Pledra Hydroelectric Dam

- Junta Naclonal de Granos’s Grain Elevators

- Administracion General de Puertos (Port Authority)

- Casa de Moneda (Mint)

- Tandanor (Shipbuliding)

- Compania Azucarera Las Palmas (Sugar mM)

- At Least seven Petrochemical companies including Forja
Argentina, Carboquimica, Petroquimica Rio Tercero, Pollsur,
Monomeros Vinlicos, Petropot and Inducior

*Food rioting worsens and spreads in Argentina,” New York Times, 6/1/69
'Argemlne:‘gcmm the cost of politics,” Financlal Thmes, 4/20/89
“Peronists force coltapse of Argentine alrine stake,” Financlal Times, 12/19/88



BELIZE

Two major privatizations have been successfully completed in Bellze (see below), and the GOB plans to shift s attention to the Bellze Marketing Board (BMB).
The objective is to ensure that BMB becomes an effective grain price stablilzation entity and Is able to promote greater private sector participation in post-harvest
systems and marketing activities.

CFP Contributions

CFP, working with individual farmers, arranged for commercial bank financing for banana growers to purchase 2,000 acres of land and liberalize the operations of
the Banana Control Board (see below).

Sector Type of enterprise Activity Notes
—~-Completed privatizations-—
CFP>AGRICULTURE BANANA PLANTATION PRIVATE SALE Banana Control Board - The GOB sold 2000 acres of banana farm

plantations. AlD participated inthe negotlations and reports that the banana
indusiry has recovered “dramatically,” with new private investment, increased
ylelds, acreage and export earmnings. There are plans for more acreage
and better shipping, thus Increasing profitablity.

AGRICULTURE UVESTOCK PVT.SALE/MGMT. AID mission through Rs fvestock development project, assisted In
negotlations for divesthure of 49% of govt’s share in a livestock ny.
The company is now entirely managed by a private firm (Belize Meats Ltd)
and 'gsmm«m extensive renovation. Recently obtained USDA
cert tion.

Sources:
1. ABS FY 89

BOLIVIA

The te sector, aithough growing, st occuples a relatively small sector of the economy and has Intie poitical Influence. Large SOES in the mining and petroleum
sectgsm have absorbed large amounts of capial which might otherwise have been channefied to the private sector. The GOB has created the Industrial g?ansmon

Commission [COMTRAIN] to assist the regional development corporations inthe privatization of SOE’s in their portiolios. In earty 1989, however, the GOB suspe
an AID lundold pdvaﬂzangn project during the presidential campaign. The future of privatization depends on the next administration. nded

CFP Contributions

USAID contracted with CFP to provide technical assistance to COMTRAIN in the divestiure or liquidation of more than 50 SOEs curently owned by the reglonat
development corporations. CFP consultants had established a data base for SOEs and were preparing plans for valuation, financing of privatization, and a public
awareness campaign when the project was suspended pending a declision by the new government.
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Sources:
1. U.S. Embassy Cable (La Paz 02401, 2/69 & La Paz 03192, 3/69).

BRAZIL

26 SOEs, out of a total of 415 companies under state control, were expected (o be sold by the end of 1989 (the New York Times reports that there were 513 SOE
dwhlch138mkwdvodhmuarummmmﬂ|mpomﬁhmom176'produndanpades'hﬂnMosodammeso,woammham:
of US$42 bition”). Upon assuming office in April 1985, the Samey administration announced a “destatization® plan, but IRtle progress was apparentty made.

The Nationel Economic and Social Development Bank (BNDES) undertakes the rehabiitation of falling private companies for later transfer back to the private sect

In the past four years, only 12 of the hundreds of state-owned companies have been sold, to a total value of US$485 miltion. A'socupacrba;gen:;

n pamcu:ti some d.wnt?lch lnsmr:smed l:dvlgm l.ant! tmeﬂmgnc:h Jon0r Coniramations In Bublic sector enterprises (in the steel industry
' \ an Is have made relorm particularly d :

congress's rejection of the latest effort called the “Summer plan”. _ perticularty dificult. This was demonstrated by the

Further, the canceliation of the auction of Mafersa, a wholly state-owned bus and rolling stock manufacturer, has further damaged the image of privatization in Brazh.
The auction planned for mid October 1989, was halted on the orders of President Jose Sarney after aftegations that the company had been intentionally undervalued.
in mm&hm:‘BNDEsd:'so p"c_);p:nd lndallnldyMn; salosc:‘ls sharehoidings in two other state companies, the Camacari chemicals plant and the Caralba
copper mine, Bahia state. egations over Mafersa er on a decision to fix a floor price on the company of US$20 million, d

the BNDES offer document that k was worth US$39 million. " ospie a calculation in

Privatization of Brazli's bludgeoning public sector was a major issue in the recently concluded elections. Moreover, this controversial t has been
study and debete in the Brazitan Congress for many months. opic has W““m

ThommodSaoPadoMsshownnembmdvatlzmammbordmmlclpalyownodemquses.

Sowrces:
1. Privatization International, 3/89.
2. New York Times, 12/21/87.
3. South, 7/68.
4 Financial Times, 9/16/87, 10/25/88, 11/4/88, 2/2/89, 10/12/89.
5. “Brazii's PQU Welcomes Privatization,” Journal of Commerce, 12/6/88.
8. U.S. Embassy Cable (Sao Paulo 00648, 3/89).
CHILE

The Pinochet government reduced the GOC's share In the GDP from 39% In 1973 to 25% in 1987, and made attempts to privatize al SOEs not prescribed by law
from being privatized. Afer setbacks due to economic collapse in the early 80's, the privatization program became active again in 1985 with divestiures both Y
and partial, In a broad range of SOEs, generating US$450 miion. The govemment has continued with plans for divestiture despite the slowdown, es l'a||y .

the stock market crash of 10/87 and the loss of General Pinochet in the October 1968 plebiscite. pec ince
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Thers has also been some pressure from outside the government to slow the privatization process; and is belleved that the sales have been hastily planned resulting
in contusion and disorganization among the management. In light of the growing opposition the GOC has put the emphasis on worker ownership and “popular
caphalism®, but worker ownership has fafien off in recent years. However, a 12/87 law permitting SOE employees 10 obtain SOE shares through money due to them
as severance pay N they resign, advances on retirernent benefls and low interest loans from CORFO (the state holding company which control most SOEs in Chile)
should boost worker ownership.

The next phase in the privatization process Is ikely to involve the state development corporation, CORFO (Corporacion de Fomento de La Produccion), which ls
planning to sell most of ks remaining companies, some privately and some through public lssues. .-

Sector Type of enterprise Actvity Notes
—~-Completed privatizations---
EDUCATION VOCATIONAL/TECH SCHOOL ADMIN. MGMT. CONTRACT  In the Blobio region five vo/tech schools are now being administered by

the newly formed Corporation for Study, Tralning and Employment of the
Chamber of Production and Commerce of Concepclon.

ENERGY ELECTRIC GENERATION PUB. SHARES ChilGen - GOC stlll holds 35%; does not expect to sell remainder.

ENERGY ELECTRIC GENERATION PRIVATE SALE ;’;glquon hydroelectric plamt was purchased by Banker's Trust (US) for
.8m.
ENERGY ELECTRIC GENERATION PUB. SHARES The Pehuenche hydroelectric complex, of which 32% has so far been

sold, wil be fully privatized In due course, according to govt sources.
ThoColbmlvydtodocMclsloboao%prlvgﬂsednextyeat.

ENERGY ELECTRIC DISTRIBUTION PUB. SHARES CHILMETRO
CHILQUINTA
EMEC (14,000 of 42,000 owned 100% of EMEC as of 12/86)
EMEL
EMELAT
INDUSTRY NITRATE & IODINE PRODUCER PUB. SHARES SOQUIMICH - Completely sold by early 2/88 desphte plans to retain 35%

holding. inkial sale of shares in 1985 was the flrst public share offering done
by the GOC. Ht falled to attract investors due to overpriced stock.

MANUFACTURING EXPLOSIVES PRIVATE SALE Enaex was purchased by Austin Powder (US) for US$ 8.5m.

" ACTURING STEEL PRODUCTS & IRON ORE PUB/EMP SALE CAP (Pacific Steel Co. - 1968 proflts $15.5m on $319m sales) - 95000
ANUFACT pooplebmng'tstockhdudhgwoodlheﬁsmwﬂyeesdlheuztm
Stock purchases were alded by CORFO loans. CAP s now complelely'

divested.

MGMT.BUYOUT ECOM - US$ 1.5m sale to employees In 1985 was fina
SERVICES COMPUTER SERVICES loans from CORFO. nced using 10 year
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TELECOM TELEPHONE SERVICES

FINANCIAL NATIONAL BANKS

SERVICES SOCIAL SECURITY
—-Other reports of privatlzation activity---

SERVICES AIRLINE

TELECOM TELECOMMUNICATIONS

ENERGY ELECTRIC GENERATION

PUB. SHARES

PUB. SHARES

LIBERAUIZATION

PRIVATIZATION PLAN

PRIVATIZATION PLAN

Privatization Survey for Latin America

According to CORFQ officials, the sale of CTC, the Chilean Telephone
Company was the most important privatization transaction in 1987. CORFO
plans on sefling their remalning 14% of the 350 milllon company.

In 1983, the GOC Intervened In the banking system to stave off economic
collapse, but by 1985 R began to “re-privatize” the two largest of the
nationalized banks, the Banco de Chile and the Banco de Santlago. The
first public sale of shares (15% of total new shareholding) of BdS sold for
US$ 15m through CRicorp; the BdC put 350m shares (US$9.1m) on the
market. The sale ended in late 1986, akied by a "popular caphtalism law”
which gave preferential loans to small investors.

Privatization of the social security system in Chile in 1980 has led to a sharp
reduction In payroll taxes from 26% of the wages under the old retirement
system plus another 10% for other benefits, to 19.5 under the new system.
Under the new system, the has authorized 12 private companles,
known as Administradoras de Fondos de Pensiones, or AFPs, to administer
and Invest the individual accounts.

in contrast to the public bureaucracies which administered and Invested
funds accumulated under the old soclal security system, retirement funds
under the new system are administered by private investment companies
subject to intense competition, resulting In particular from the legal right
of each worker 1o shilt his account funds to another company on short notice.
As a result, service to the worker by the ivestment companies Is far superior.
Each worker has access to Instant information regarding his funds and
recelves quarterly reports regularly.

Lan-Chile - Scandinavian Alines System (SAS) Is to buy a 30% stake In
Lan Chile, the country's newly privatized akline. The deal Is estimated at
about $15 mittion by the Lan ChWle President. SAS backed Mr. Carey's bid
for the alrline last August, heiping him obtain a $29 mittion loan from Morgan
Guaranty for his $42.3 mition offer for 51% of the akfine. Mr. Carey had
to hold his shares for one year before sefling, according to a stipulation
lald down by CORFO, the state holding company. CORFO, which st owns
32.7% of the akiine, has now withdrawn that condition. SAS s to take pan
In the company's $30 mittion capltal expansion siated for this year.

ENTEL - private holdings In the company were recently increased to

with the govt further auctioning off a 22% stake In the enterprise. TMSOI::
reduced the government’s stake to a minimum. Telefonica de Espana SA
and Banco Santander each acquired a 10% stake with the remaining 2%
going to Chilean pension funds.

PRIVATIZATION PLAN GOC expects to increase private holdings in ENDESA from 519% 1o 85%.



AGRICULTURE FORESTRY AND TIMBER PRIVATIZATION PLAN COFOMAPA - complete sale expected in 1968.
ENERGY COAL MINING PRIVATIZATION PLAN Schwager - GOC plans to sell all the assets by end of 1968.

Source:

Samtlago A-013, 3/22/87.

*Chile’s Privatization Pleases Investors,” New York Times, 7/20/87.
Santiago 2022, 3/88.

*Ouwt of the Basket,” Economist, 8/10/89.

“Survey on Chile,” Financial Times, 9/28/88.

Privatization Intemnational, 3/89.

Joumal of Economic Growth.

Financial Times, January 8, 1990.

DNDANADN -

COLOMBIA

Public ownership Is generalty limited to natural resource extraction industries, public companies and several banks. Government has intervened reluctantly in the
private sector and has recently been discussing further privatizing steps, such as, the considered divestiture of financial instutions acquired during a recent crises.
Joint public-private management contracts exist in the petroleum field and private enterprise has been invited to administer the coflection of road tolts. {n addition,
the government's wholly owned Indusirial development agency, Insthuto de Fomento Industrial(iFT), has plans to divest s share in up to 21 companies. The
companies include a nickel project, a fish processing plant, a shipyard and a chemical plant; among others. Economic stringencies are forcing consideration of
privatizing the raliroads and ports, but R Is unitkely that much progress will be made in this direction in the immediate future. .

CFP Contributions

CFP represeniative presented a paper describing privatization experience in other countries during the Third National Congress of the Economists Assoclation of
the Universidad Javeriana in Call on August 14, 1967. In addhion, the Center provided papers and speakers for the Chamber of Commerce of Bogota's conference

on privatization in April of 1989.

Sources:
1. State Dept. Cable (State 126335, 4/89) 2. Responses to, 4/85.

COSTA RICA

In 1983, the GOCR passed a law authorizing the privatization of erterprises owned by the national development corporation (CODESA). The USAID mission

Rica estabiished a private trust (FINTRA) in 1985, utlizing $140 mitiion In local currency equivalent, generated from economlc support fund (ESF) donated by'%(s::"‘g
FINTRA appiled the funds for the acquisition of SOEs owned by CODESA and for the cancefiation of CODESA's debts 1o the Central Bank_ This mechanism
accomplished the transfer of the SOEs to FINTRA while avoiding monetization of the debt, thus reducing infiation pressures. Many of CODESA's 42 subskdlaries
and afffiates have been sold to private Investors or liquidated, and the program Is continuing. The valuation procedures of the Costa Rican Controller General has

complicated the process, however.
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CFP Contributions

USAID requested CFP for a special evaluation of CODESA divestiure activity for ten different companies In March 1988. The basic mechanism of the asset trust
was determined o be effective, but controversial. The George Washington University In assoclation with CFP sponsored a round table discussion with Senator Mario
Carvajal of the Legisiative Assembly. The mesting focused on the poiitical dilemma of sefling over-valued SOE's at a seemingly low market price.

Sector Type of enterprise Activity Notes

T —Completed privatizations— T -

MANUFACTURING  TUNA FISHING PRIVATE SALE Sold 5/87 for US$1.5 mitlion.

MANUFACTURING  COFFEE WASTE PROCESSOR PRIVATE SALE |

MANUFACTURING  ALUMINUM PRIVATE SALE ALUNASA 1965 sale to AID trust which was offered to the public.
---Other reports of privatization activity—

MISC. COTTON, CEMENT, SUGAR, ETAL  PRIVATIZATION PLAN CODESA Review: ALCORSA (cotton), CEMPASA (cement), Fertica (Fertil

zer), CATSA (sugar), CNP (agri. marketing board).

Source:
1. CFP Project Report #71, 5/89.
2. Mario Carvajal speech, George Washington University, School of Government and Business Adminlatration, 4/14/89.

DOMINICAN REPUBLIC
Country Overview/CFP Contributions

CFP consuitart completed a report on Santo Domingo's trash collection disposal system In 12/86. In May 1987, a special GODR Presidentlal commission addr.
severe chronic problems with the state-owned electric power company, and suggested that privatization may be an option. In response to the GODR's mqu::.’ﬁ,d,
assistance, the USAID Mission asked CFP to review the feasibiity of and to outiine a proposal to privatize the utity. Recommendations included the instaflation
of private co-generation of electricity In free zones and sefling excess power to the national grid. CFP also assisted In writing a proposed privatization/detr
conversion project paper. In 1969, CFP studled the privatization of SOEs owned by CORDE, the government development bank. The study proposed the sale of
shares to employees and the GODR Is now pursuing this course of action. On Dec 17, 1987 USAID/PRE Project Officer Louls Faoro and CFP Director Alexander
Tomiinson participated in a WORLDNET Dlalogue program on privatization. The program reached over 300,000 viewers in the Dominican Repubiic.
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Sector Type of enterprise Activity Notes

AGRICULTURE PINEAPPLE & OIL PALM LEASE Detalls not avalable.
—Other reports of privatization acthity—

CFP>ENERGY ELECTRIC COMPANY PRIVATIZATION PLAN CFP has recommended private co-generation of electricly In export zones,
and gradual privatization of the state-owned utity.

CFP>SERVICES GARBAGE COLLECTION PRIVATIZATION PLAN CFP reviewed the feasibiity of private provision of garbage collections
services in Santo Domingo.

MISC. SUGAR, CONSUMER GOODS, ET.AL PRIVATIZATION PLAN

Sources:

1. U.S. Embassy Cables (Santo Domingo 06913, 7/88 & Santo Domingo 00199, 1/89).

ECUADOR

Ecuador's SOE's are concentrated In the petroleumn industry (CEPE) which accounts for 68% of exports and 40% of public revenue, and INECEL, the electricity
insthtute, the country's primary generator of electricly. Other SOE's exist both in the industrial and agricultural sectors.

CFP Contributions
During CFP consultant Laport's visk in October 1968 the CFN Board authorized loans to finance sales but rejected lower valuations. Meetings with the Finance

Minister, however, produced the idea for blanket approval In the use of debt/equity swaps for financing CFN sales as well as the acceptance of sealed bids versus
the requived stock exchange offering. No further progress has been reported on privatization since the election of President Rodrigo Borja.

Sector Type of enterprise Activity Notes
—Spechiic reports of privatization activity—

AGRI/MFG STATE HOLDING CO. (COFINA) PRIVATIZATION PLAN Detalls unavalable.

TOURISM HOTEL PRIVATIZATION PLAN

Sources:

1. CFP Quarterty, 12/87.
2. U.S. Embassy Cables (Quito 04250, 4/87 and Quito 04415, 4/89).
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EL SALVADOR

The GOES Is considering privatization In several areas, including housing and municipal services. Government officials have shown specilic Interest In doing a study
of the private provision of solid waste collection and disposal services. Although, there has been modest progress in this and other areas, further privatization efforts
will depend on the President Cristlant’s policles. The new administration intends to reprivatize the banks, the coffee export monopoly and a holding company whose
assets include a hotel, a sugar mil, a textie mil, a fishing port complex and various real estate properties.

Sources:
t. El Salvador Team Action Plan, AEMP Seminar, September 1969.

GRENADA

The government, with the assistance of AID, has proposed the privatization of two state-owned banks, and is studying the possibiiity of privatizing the electric
company.

CFP Contributions

In March 1987, CFP proposed the privatization of the Grenada Bank of Commerce. The govemment advised the Mission that R was ready to proceed wih the
privatization of two government banks. A CFP team reviewed the Grenelec privatization and sent a final copy of their report to the Mission in early June. In March
1988 CFP Director Elicker met with the Prime Minister of Grenada. [3/17/68]

Sector Type of enterprise Activity Notes
" Completed privatizations— T o
TOURISM HOTELS LEASE Grenada Beach Hotel has been leased for a 99yt period.
--Other reports of privatization activity---
CFP>ENERGY ELECTRIC GENERATOR PRIVATIZATION STUDY m;’a ﬂ&mé :;: :cccem support services with a view 1o possible future
CFP >FINANCIAL COMMERCIAL BANKS (2) PRIVATIZATION STUDY Valuation and prospectus evaluation of GBC and NCB to be done through

AID mission & CFP.

Sources:
1 State Dept Cable (State 1648, 4/68).
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GUATEMALA

The GOG's holding company for state-owned enterprises, CORFINA, has recently sought the assistance of the USAID to provide technical assistance for structuring
and legalizing the privatization of CORFINA Rself. The GOG Is interested In divesting Rtself of all but a minority ownership posttion in CORFINA with the corporation
to become a private development banking institution.

CORFINA has long been saddied with poorty performing assets In the form of companies taken over by the GOG because they defauited on government guaranteed
loans. However, CORFINA has successfully completed a program of sefling non-performing assets In a serles of public auctions. (see below for detafis) it Is
expacied er'n':( (mwn of these assets to the private sector wilt result in the generation of significant new economic activity and provide as many as 2,000 jobs
for Guat an ers.

CFP Contributions
CFP sponsored a reconnaissance of the privatization prospects of GUATEL, the state telecom, in 5/87. CFP Director Paul Elicker visited the Mission on 2/2/88.

Mission alerted CFP that GOG was serlously considering the privatization of the state-owned aifine, Aviateca. CFP at the request of the GOG, researched and
reported on the feasibiity of ESOPs for privatizing SOEs.

Sector Type of enterprise Activity Notes
T_Spechic reports of privatization acthy—
DIVERSIFIED HOLDING COMPANY PUBLIC AUCTION CORFINA, the state holding company, has through a public

auction, sold off three construction materials companies, three food
processing plants, three hotels and three real estate properties.
Th:;?‘)sales have raised a total of 18 mition Quetzales (US$5.5
m .

---Other Reports of Privatization Actiity---

MANUFACTURING PAPER PRIVATIZATION PLAN The GOQG has agreed to separate CELGUSA, a paper pulp plant
from CORFINA and assume direct responsibliity for the activity and
any llabiities assoclated with k. CELGUSA has been the major
problem company in CORFINA's portfolio and has been a constam
money loser. The removal of this company from CORFINA's
portiollo makes the latter & much more viable candidate for

privatization. The govt may consider the option of liquid
CELGUSA. o ot

CFP > TELECOM TELECOMMUNICATIONS PRIVATIZATION STUDY Misslon advises R Is exploring opportunity for privatizing “new
services® of Guatel, such as satelite links, and may seek CFP
assistance for this purpose.
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CFP Project Summaries, 2/68
U.S. Embassy Cable (Guatermala # 144786, 12/89).

N =

GUYANA

A low-profiie investigation imo opportunities for privatization Is being carled out by the government. South magazine reports that Gustac, the SOE holding
corporation, was dissolved in Apri 1988. In June, 1969 the GOG solicited investor interest In seven SOES including fisherles, food processing, feedstock, transport,
soap, wood products, and pait.

The GOG nominated the Public Corporations Secretariat (PCS) to carry out the divestment of an inklal portiolio of ten companies (see below for detalls). Public
Presidential declarations appear to have broadened this mandate to involve virtually every Public Corporations Secretariat holding.

CFP Contritbutions

Under the sponsorship of UNIDO, the Center recently completed an engagement in Guyana to assess the privatization inltiative already underway, and advise the
govt on a long-term strategy for divesthure and the use of supporting technical assistance. Recommendations made by the Center are being considered by the

Government of Guyana.

Sector Type of enterprise Activity Notes

" _Reports of privatlzation actviy-- T o

AGRICULTURE FORESTRY PRIVATIZATION PLAN Guyana Timber Is 1o be sold 1o the private sector.

MISC. PRIVATIZATION PLAN PCS has selected 10 corporations for divesttwre. They are:
- Guyana National Paint
- Damerara Woods Limted
- Quatlhty Foods Limited
- Guyana Fisherles Limited
- Guyana Soap & Detergert Company Limited
- Guyana Transport Services Limited
- Guyana Rice Miling and Marketing Authority
- Sjan Plaza Restaurart
- Guyana Nichimo Limited
- Guyana Stockfeeds Limited

Sources
CFP Staff Report



HONDURAS
Country Overview/CFP Contributions

Honduras inklated its privatization strategy in 19684 and passed specific authorizing legisiation In late 1985. The GOH requested a CFP strategy design team to
transier some 70 holdings of the National investment Corporation (CONADI1) and the Forestory Corporation (COHDEFOR) to the private sector. The team completed
inktial work in June 1966, and provided bridging assistance untll a $2.9 milion 30 month “buy-in" contract was finalized and a permanent “Technical Working Group®
(TWG) put in place In April 1987. The process of valuation, public auction and direct negotiation set forth in the legisiation is complex, but the TWG has made
considerable progress in two areas: preparing companies for sale and conducting independent valuations.

CFP recently completed two and a half years work in Honduras, which included one and a half years with a resident 3-person advisor team, working with CONADI
and COHDEFOR. Services provided have included valuation, legal and financial cleanup, public awareness, marketing, negotiating strategies and financing methods.
Thus far, 10-12 SOEs have been privatized inclxiing: a metal products plant, a fumiture factory, a paper mi, a steel foundry, a construction materials plant, a sugar
mi and two saw mills. The privatization of these enterprises has led 10 the creation of approximately 950 new jobs by the new private owners. New exports of
the order of US $15 million annually have also been generated. The monetary value realized by the GOH from these divestiures Is the equivalent of US$27 million,
which includes cash payments, profits from the sales of shares, and reduction of payments on foreign debt through debt/equity swaps. Thirty other enterprises
are currently in the final stages of preparation for divestiture and the new government in power, has decided to continue the privatization program.

Sector Type of enterprise Activity Notes
" _Completed privatizations—
CFP>AGRICULTURE  SAWMILL PRIVATE SALE Forestal Industrial Agua Fria (FIAFSA), transferred from Gov't

Forestry Development Corp. (CODENFOR) to private Investor @ US$ 2.25
mition in Aprll, 1986,

CFP>AGRICULTURE LUMBER OPERATION LEASE Serviclos Madereros (SEMSA) leased by Forestry Development Company
(COHDEFOR) with an option to buy for $US 4,500 per month plus $US 25
per thousand feet of lumber produced.

FINANCIAL FINANCIAL SERVICES LIQUIDATION 1985 liquidation (source: World Bank).

CFP>MFG CONSTRUCTION MATERIAL PRIVATE SALE Sistemas Internacionales de la Construcclon (SIC), VManueva, 44 Cortes.
Produces pine fiber & cement panels. Owned entirely by CONADI; sale
approved for $US 300,000. Transaction finalized.

KITCHEN UTENSILS PRIVATE SALE Metalsa y Aluminios S.A. (METALSA), San Jose de la Vega, Coma )
CFP>MFG C Alter 2 auctions, direct negotiations with Investor resdlodolé.‘acmnﬂetgu;:o
of assets for $240,000.

CFP>MFG FURNITURE PRIVATE SALE Industria Hondurena del Mueble INHOMSA) sold to private Investor for $US
542,000
CFP>MFG STEEL FOUNDRY PRIVATE SALE The Nelson Group's (US) purchase was effected through a $2 miliion

debt-for-equity swap; US $1 m. for FUCENSA's assets and US $1 m. for
working caphtal. :
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CFP>MFG

PAPER

CFP>AGRICULTURE SUGAR CULTIVATION/MILLING

CFP>SERVICE

CFP>SERVICE

CFP>MFG.

CFP>MFG.
CFP>AGRI.

EXPORT FURNITURE

HOTEL

CEMENT

SAWMILL
GREENHOUSE

PRIVATE SALE

PUB. SHARES

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE
PRIVATE SALE

—-Other reports of privatization activity that has been planned--
CFP>AGRICULTURE DAIRY PROCESSING

CFP>AGRICULTURE

CFP>AGRICULTURE

CFP>MFG
CFP>MFG

CFP>MFG

TOMATO & FRUIT PROCESSING

TOMATO PLANTATION

STEEL ROD MANUFACTURER
STEEL RODS & BARS

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE

PRIVATE SALE
PRIVATE SALE

PORTLAND & PUZOLANICO CEMENT PRIVATE SALE
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Papeles y Cartones S.A. (PACARSA), Bufalo, Cortes. Bond, hygenic, kraft
paper.

Azucarera Yojoa, S.A., a sugar mil was purchased by a private company
:lmMay 1988. The company purchased the CONADI's preferred and common
res.

Contessa exports wood fumiture and has a market valued US $4.2 milion,
The sale of the compeny was completed in May 1969 through the use of
external debt for equity swap.

Hotel L Plaza was sold to a private hotel group. The deal was completed
through a debt/equity swap.

Primarlly a debt swap. A private shareholder took over PROHCOSA In
September 1989. INGRASA, also a cement company, was bought over
through a debt swap In January 1989.

LOCOMAPA, a saw mit has been auctioned off.

SERVTECVY, a greenhouse fern cultivation farm, has been auctioned off
to a private lnvestor.

Planta de Productos Lacteos Sula S.A. de C.V., San Pedro Sula, Cortes.
Pasteurlzed mik, powdered milk, cheese, cream, butter, some frult juice.
CONADI owns 46%.

Mejores Alimentos de Honduras S.A_, Valle de Comayagua, Comayagua.
Tomato paste & sauce, ketchup, fruk juices, bean & vegetable canning.
CONAD! owns 99.9%.

Agricola de Honduras S.A. de C.V., Valle de Comayaguas, Coma

Land subdivided into 3 separate legal unlts. Govermment profmy:s: ;
conjunction with MALI at same location. MALI owns 92%,

Aceros Industriales SA, San Pedro Sula, Cortes. CONADI owns 10%

Industria Naclonal del Acero (INACERO), Choloma, Cortes. CONADI owns
99.7%.

Industria Cementera Hondurena S.A. de C.V. Pledras Azud Coma
CONADI owns 80%, all offered for sale. os. yRgua.



CFP>TOURISM RESORT HOTEL PRIVATE SALE Hotel Brisas del Lago (Hotelera Yojoa, S.A.) on Lake Yojoa, Cortes. Fishing
resort with 64 rooms. Some legal limitations, not yet cleared by CONAD!.

CFP>TOURISM RESORT PUB. SHARES Desarrolios Turisticos de Tela, SA, dba Hotel Vias Telamar, Tela, Dept. de
Atiantida 39 room hotel, 7 private homes w/ 39 rooms, 5 apartments w/
17 rooms, 5 vias w pvt bath, villas w/0 bath with 83 rooms. CONADI owns
55%.

MISC. PRIVATIZATION PLAN  Other enterprises that are under the process of being privatized include:
- ACEROS INDUST. (Steel)
- FINCAS (Sugarcane)
- Hotel BRISAS (Tourism)
- LACTEOS SULA (MRk)
- MAU (Food Process)
- Hotel COPAN (Tourism)
- AZUCAR ERA CENTRAL (Sugar)
- PLAHSA (Shk)
- PROINCO (Construction)
- CEMENTOS DE HOND (Cement)
- HONDULAB (Pharmaceutical)
- QUIMICAS CONRAD (Pharmaceutical)
- TAN (Airfine)
- TEXHONSA (Textles)

Sources:
t. CFP Project
2 U.S. Embassy Cable (Tegucigaipa 03028, 2/89).
3. CFP Project Report # 127.

JAMAICA

A central feature of the Government of Jamalca's (GOJ) structural adjustment has been the reduction of the slze of the public sector through public share ofterings.
This program has resulted in a successful sale of 51% of The Natlonal Commercial Bank (NCB) and the sale of 13% of Telecom of Jamaica. Possible candidates

for future privatizations Include PETROJAM, Jamaica's ofl refinery, and Alr Jamaica, the national airline.

CFP Contributions
CFP Director Paul Elicker and PRE Privatization Project Officer Louls Faoro were featured in a USIA WorldNet Interactive broadcast on privatization on March 22
1968.
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Sector Type of enterprise Activity

" _Completed privatizations—

AGRICULTURE LAND DEVELOPMENT LEASE

AGRICULTURE RURAL AGRICULTURE MARKETS (59) LEASE

FINANCIAL COMMERCIAL BANK PRIVATE SALE

MANUFACTURING CEMENT PRODUCTION PRIVATE SALE

MANUFACTURING SUGAR ESTATES (2) MGMT CONTRACT

SERVICES HOUSEKPNG/SANITATION (HOSP.) PRIVATE SALE
—-Other reports of privatization activity---

SERVICES AIRLINES PRIVATE SALE

TOURISM 13 RESORT HOTELS PRIVATE SALE

Sources:

USAID Kingston, “Privatization in Jamalca®, 10/87.
Privatisation intemational, 3/69, 4/89.
Financlal Times, July 11, 1989.
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Notes

Black River Upper Morass Development Co. (BRUMDEC). leased 1/86 to
a consortium of Jamalican & Rallan investors. 500 acres leased @$170,000
for 25 yrs.

Detalls unavallable.

In Dec 1966 the GOJ offered 51% of ks stake in NCB in a public stock
offering that was fimited to Jamalican citizens. No one could hold over 7.5%
of the shares, and employees were offered a generous stock ESOP. 175%
oversubscribed with 30,000 applications for shares. Remaining shares
expected to be sold as market condhions permit over the next 2-3 years.

The Gowt. ot Jamaica sold Carlbbean Cement Company, the ninth largest
company In the country and the Island’s only cement producer in June 1987
(Leeds).

Signing ot management contracts with the British sugar producer Tate and
Lyle to operate the two biggest sugar estates.

No detalls avallable.

Ak Jamalica, the state-owned akiine, Is being offered for privatization. The
govt has shown Rs willingness to consider a total sale or a joint venture
to runthe alrline. Alr Jamalca, which has a fleet of 10 aircraft- Arbus A300s
aNn(si Boeing 727s- had outstanding debts of US$108 mililon up to March
this year.

int1 Companies and Finance Section, p. 32.
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MEXICO

The government has reduced the number of Rs SOEs from a reported 1,155 In 1962 to approximately 400-500, but these include mergers, transfers to local
governments, inoperative enterprises, and many in which the government had only a small holding. The remaining SOEs account for about 90% of the assets of
the original portfolio. Government expenditures have faflen from 3% of GDP to only 1.6%. In addition, employment figures have remained relatively unchanged,
however, the cost of wages decreased due to the dismissal of up to 30% of the management of a firm. The alleged kregularities in the placement of the February
1987 sale of stock equivalent to 34% of the paid-in capital of the three largest banks (all banks were nationalized in 1982) has resulted In discrediting the idea of
using the stock market to privatize. Recently Mexico has been receiving high praise for s reform efforts, however, there has been increasing opposttion to
privatization as a reform policy.

In the 1982-89 period, 756 of 1,155 state-controled companies were approved for privatization. By Aprit 1989, 478 privatizations had been completed and 184
remained In process. Of the privatizations in process, 67 were infttated by the De la Madrid administration. Methods of privatization have varied with the type of
enterprise. There were 146 company liquidations, 105 dissolutions of trusts, 67 mergers, 24 transfers from federal to state government and 136 sales to the private
sector. The value of privatizations completed between March 1985-89 was 1.93 trillon pesos in nominal terms or 3.89 trilion pesos at current prices. For
privatizations under the Salinas administration from January through mid-June 1989, the nominal value of completed privatizations was 447 billon pesos.

CFP Contributions

CFP Director Paul Elicker participated in a WORLDNET Dlalogue program on privatization on March 8, 1988. The program reached an audience of over one million
in Mexico.

Sector Type of enterprise Activity Notes
m:CompleIed privatizations-—
MANUFACTURING STEEL MILL LIQUIDATION Fundidora Monterrey steel mM, Is the only significant enterprise to be

closed down. In 1965 Rs operating expenses were $414 million and sales
were $185 mifiion.

MANUFACTURING PETROCHEMICAL PRIVATE SALE 42.2% of Tereftalatos Mexicanos, a petrochemical plant, was sold to a
petrochemical consortium. Petrocet wih the government share became
the largest stock holder.

COPPER MINE PRIVATE SALE Debt for equity swap involving $1.36 billion dollars worth external det hel
MINING ata number of International banks. Considering the market value of Mexlcag

debt the mine went for approximately $680 miion.

EL AUTO PLANT, ET AL PRIVATE SALE 1985, sale of Naclonal Hotelera in Oct. for US$84mm, Renaudt de F :
MISC. HOTEL, AUT Mexico to Renault de France. Also sold around that time were smrarlt::rc:e
caphtal goods groups, Industrial concems and 19 sugar mMs.

SERVICES AIRLINE PRIVATE SALE The deal for Aerovias de Mexico, formerly AeroMexdco, consisted of a US$339

miilion cash payment. Grupo Dictum was the purchasing Invest
The plots union took a 25% poshion In the alines. — o O OUP
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SERVICES AIRLINE
EXTRACTION MINING

-—Other reports of privatization actlvh.y--
EXTRACTION MINING
TELECOM
EXTRACTION MINING

RESTRUCTURING

PRIVATE SALE

PRIVATIZATION PLAN

PRIVATIZATION PLAN

PRIVATIZATION PLAN

101

Privetization Survey for Latin America

In August 1989, the Mexican Government privatized the country’s largest
alr career, Mexicana de Aviacion, in an operation involving a caphal injection
of $140 mitlion, which reduced the government’s share of
total equity to 40%. The control of the aktine was transferred to a private
group made up of Mexican, UJ.S. (Chase Manhattan) and British investors
who made the winning bid in the auctioning process. Unilke Aeromexico,
the traditional flag carrier, Mexicana was privately owned unth 1982 when
R was acquired by the government as part of a financial ballout.

In 1968, the govt. sold a 33% share In Mineral de los Angeles, which has
rich deposits In Zacatecas, to FRISCO, one of the largest private mining
concems, giving the company a majority share In Mexico's largest single
mine.

Compania Minera Real del Monte y Pachucha, a sliver mine, was recently
put up for sale by the govt. With many tunnels already dug, & Is said to
have enough reserves to last for another 40 years.

Confinming s intentions to privatize Telefonos de Mexico (TELMEX), the
govt announced in September 1969 Rs Intentions of awarding 30-year
concessions for Teimex to private investors, while permitting up to 49%
participation. Telmex, Is 51% owned by the govt. Another 10% Is already
held by the public- through the Mexico Fund, a mutual fund specializing
In Mexican stocks that s traded on the New York Stock Exchange.

The govt. announced the bankruptcy in August 1989 of CANANEA, the large
state-owned copper mining company. The announcement emphasized the
determination of the administration to press ahead wih Rs privatization
program In the mining sector where one of ks more important objectives
Is to realize untapped mining potential. Earller, an agreement on the sale
of CANANEA to Grupo Protexa, the Monterrey based construction group
for $310 mition In May 1988, fel through because of financing dificulties
and subsequent bidders criticism at the minimum offer, based on the Protexa
offer, set by the govt. Other buyers are reported to have also placed a far
fower valuation on CANANEA.

in the meanwhile, there Is tatk of an amendment in the M Law
foreign mhr::s mgtany':ve nkt:lmw over a vemmm a ;.?;et::
period under system, Intr. with the revision of overal
liwestment rules in May. of fHforeign



Sources:

Privatisation International 12/88, 4/69.
Young, “Privatization in Mexico®, 10/87

U.S. Embassy Cable (Mexico 16517, 7/88).
World Bank Staff Reports 1909.

Mexico Update, June 15, 1989.

Financial Times, October 12, 1989.

The Wall Street Journal, September 15, 1989,
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PANAMA

The current fiscal crisls have combined with the requirements of the IBRD's Structural Adjustment Loan have pushed the government slowly toward privatization.
Some SOE's have been sold or clospd and siate subsidies to the Agricultural Development Corporation have been stopped. Some financlal and management
reforms, especially in the national airline, have been insthuted. Full-scale reform of the SOE structure wil have to awak reform of the labor code and new industrial
and agricutural incentives. Bureaucratic, legal and poitical factors (including severs overemployment in SOE’s) are obstacles to private sector growth. The trend
Is toward privatization but kK must be accompanied by liberalization and rationalization of the economy ¥ & Is to make significamt progress in the near future.

CFP Contributions

CFP assisted the Investment Councll of Panama in developing a National Divestiture Strategy. This plan establish criteria and procedures for analyzing equity in
state-owned enterprises and examining the implications of establishing export-development finance institutions.

Sector Type of enterprise Actvity Notes
-—-Completed privatizations—
TOURISM HOTEL PRIVATE SALE Major hotel sold to Japanese Investors for $34 mition.
---Other reports of privatization activity---
ISC. HOTEL SUGAR MILL, CITRUS PRIVATIZATION STUDY Contadora Panama, S.A. (hotel), Ak Panama, Corp. Azucarera La Victoria
CrP>MISC - (sugar mM), Chtricos de Chiriqul (agrt SOE), Shrimp Laboratorles (seed
production/distribution).
Sources:
1. CFP Report Summaries
2, State Dept. Cable (State 03497, 3/68).
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PARAGUAY

Since the election of President Andres Rodriguez in 1989, decreasing the size of and the corruption in the public sector has been of primary importance. Some steps
taken have been the dismissing of ghost employees, preparing for the break-up of the government subsidized National Alcohol Monopoly (APAL) and the enlisting
of outside help in the planned divestiture of the National Cement Industry Complex. In May 1969, CFP consultants prepared a valuation of the cement industry and
presented a report to President Rodriguez on strategles and legistature for privatization. The GOP Is studying the report prepared by CFP experts.

Sources:

1, U.S. Embassy Cable (Asuncion 01386, 4/89).

PERVU

There are some 235 enterprises, 135 of which are non-financial, with some degree of government ownership. The government owns more than 50% of the shares
In 174 companies, but legally holds control over companies in which R holds over 30% of the stock (20% for cement companies). President Garcla and the Natlonal
Development Corporation (CONADE) officials have indicated the necessity of privatizing several SOE'’s, and the 1987 budget law contains specific provision in this
respect, directing CONADE to structure and execute a program of sale or transfer of hon-financtal enterprises and liquidation of others. In January 1968, CONADE
announced that 40 public enterprises would be sold in 1968 lor an estimated $200 mittion doflars. There are more recem reports of less-ambitious plans for the
privatization of 16 to 21 commercial enterprises held by a CONADE subsidiary, inversiones COFIDE (ICSA), roughly valued at approximately US$ 25-30 mittion (2
bittion intis), or perhaps one-third of ICSA’s portfolio. Public tender documents for some SOES were to be ready by the end of 1968, but current economic and
govermnmental troubles have effectively stopped progress on reform. The four priority candidates for divestiture are listed below.

CFP Contributions

CFP assessed the GOP privatization plan in 4/87, and later responded to request from ICSA to review valuation methodology and procedures in local context. Also
discussed were financial and legal preparations of SOEs for divestiture, liquidations and marketing. The consultant reported that prospects for privatization of ICSA's
non-financial holdings are good and that CFP should assist in valuation of speciic enterprises, training in valuation methodology and n orchestrating a reglonal

workshop on privatization.

Sector Type of enterprise Activity Notes

Completed privatizations— o o

AGRICULTURE FOOD PROCESSING PLANTS PRIVATE SALE PROLANSA and Deshidratodora de Arequipa.
AGRICULTURE FISH PROCESSING PLANTS PARTIAL DIVESTITURE Delals are unavalable.

MANUFACTURING MINES PRIVATE SALE Detalls are unavallable.
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—other reports of privatization activity---

MANUFACTURING CEMENT PRIVATIZATION PLAN Cemento Norte Pacasmayo (51% private, 49% ICSA) - Proftable; second

largest cement company & 44th largest company in Peru. GOP Is reported
1o be sefling half of ks holdings inhially, with the sale of four other cement

companies contingent on how well this enterprise sefls.
MANUFACTURING SALT, CHLORINE & OTHER CHEM.  PRIVATIZATION PLAN Quimica del Pacifico (100% ICSA). GOP wants to sell 100%.

MANUFACTURING COMPRESSORS SALE Compresora Andino - shares valued at 123.4 milion Intis (US$ 24,000) to
be sold.
MANUFACTURING DIESEL ENGINES SALE Motores Diesel Andino (MODESA - Volvo-Perkins 52%, ICSA 48%) GOP

wanis to sell %20 of the total assets. Shares are valued at 1.3 biflion Intls
(US$ 3.5 mitlion at exchange rate of 510 ntis).

SERVICES BANK REPRIVATIZATION GOP has effectively returned the natlonallzed Banco Welse to s original
f owners. An administration committee was repiaced by two special delegates
who will turn over control of the bank, making & the last bank to have the

speclal committees removed.

Sources:
1. Dept. of State cable (Lima 14704, 10/27/08).
2. CFP staft reports.
3 Veronica Banuffatl, “Peruvian bank to pass out of state control.” Financlal Times, 9/27/68.

SURINAME

Public sector reform in Suriname Is part of the govt's decislon to undertake a comprehensive Structural Adjustment Program of the economy to be implemented
over 1990-94. The objective is to gradually reduce the size and Inefficiencies of the public and the parapublic sector with expected beneflts in growth and

employment.

Public sector In Suriname has grown to include some 100 public entities, enterprises and foundations, fully or partty owned by the state. A the ma
emerprises, only the financial instiutions are profitable. Over 50 entities, including some in directly productive activities, require transfers, subm, loanslg
advances, which in 1988 amounted to 13.3% of the gowvt's budget. The objective of the govt Is to redefine the role of the public sector, by limiing ® as much as
possible to the provision of public and soclal services, and with greater efficiency and performance In the past, thereby releasing resources to the private sector
which the govt expects to become the driving force In the economic and soclal development of the country.

CFP carried out a reconnalssance misslon in Suriname In May 1969 and wil produce speciiic plans for privatizing five SOEs as well as economic policy reforms
to improve the business climate.
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1. CFP stafl report 5/89.
2 U.S. Embassy Cable (Paramartbo 122414, 4/24/89).

TRINIDAD & TOBAGO

There are now more than 60 SOEs, 42 of which are wholly owned by the government. Most of these have been government ventures in steel, methanol, urea,
'asphdl. nlroge:'.‘d d::tmlcs. fortitzers, wg':m m’d;&'mm'? and broadcasting, telecommunications, shipping, hotels and banking have a dismal
rading record, fargely responsible . government’s aim s to Incr efficlency profita where

restructuring and divestiure where appropriate.” o Torease and bity possible, and capta

Sources:
1. South, 10/68.

USAID REGIONAL DEVELOPMENT OFFICE/CARIBBEAN

Many Mission projects support privatization indirectly. The receptivity of OECS govemments to privatization Is high. Technical assistance will be requested under
a PRE contract for work in OECS countries which indicate a need for such assistance. At least two privatizations expected to be completed in FY 88. Targets for
FY 88 include: Antigua: hotel or factory shell; Dominica: DOMLEC electric company, 75 percent; Montserrat: Sea Island cotton company, share offering; St. Vincent:
Diamond Dairy (see Grenada entry). '

Sources:
1 ABS FY 09.

URUGUAY

Efforts to scale down, shut down, sefl interests to private investors, etc. have been under consideration for a number of state-owned enterprises such as the natlonal
airiine, Port corporation and state ralliroad. Inflation has threatened to reach 100%, and the budget defick- fuefled by an overblown state sector which ekher employs
or subsidizes one worker in three- refuses to budge from about 5% of GNP.

Muchwldopendonthomgmnmnloormtopow«hmrchwso. Tlnhounhgnewgowmhestoctnspondhg,boosnwm,ndw'Mdm
wider for private emterprise, overseas trade and foreign Investors.

CFP Contributions
CFP briefed the Subsecretary of economy and finance in Apri 1988 on privatization and AID/CFP advisory services.
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Sources:
1. U.S. Embassy Cables (Montevideo 8348, 1987 and Montevideo 01391, 1988).
2 Economist, December 2, 1969.

VENEZUELA

Venezuela has begun tough economic reforms intended to diversify s economic base and foster export growth. An mportant tool in achieving thelr goais will be
privatization. Such Is the case of the tourism Industry where Venezuela has decided to selt all of their state-owned hotels and has granted special incentives to foreign
Investors. Although there is no mention of the GOV relinquishing any currently state-owned ol or petrochemical companies, there has been movement In new partially
private concems; such as joint ventures. Pequiven, a subsidiary of Petreleos de Venezuela S. A, a state owned holding company, has entered into 11 joint ventures
and more are expected. Prospects for future privatization depend on the GOV's austere economic policies which has created dissent and rioting among the people.
in addition, the GOV's attempts to attract investors with new tax laws, debt for equity schemes and other incentives has met with criticism for forcing foreign investors
to exchange debt or dofiars at an inflated official rate. There are no current plans to privatize any of the larger SOES in the basic industries.

in March 1989, the GOV issued a decree which permits the use of debt/equity swaps for new investments or privatization of state-owned enterprises in the following
sectors: agriculture, construction, tourism, transportation, capital goods, chemicals, high technology, aluminum and other metals and mining. An ad-hoc committes
has been established for the purpose of announcing the yearly amounts of debts which may be swapped.

CFP Contributions

A three member team of senior govt officials attended the Center's Advanced Executive Management Program on Privatization held in Washington, D.C. in September
1989.

Sector Type of enterprise Activity Notes

SERVICES BANKING PRIVATIZATION PLAN Partial divesiment of three banks has been planned: Banco ltslo-Venezolano, Banco
Occidental de Descuente and Banco Republica.

MISC. HOTELS & STEEL PRIVATIZATION PLAN The gowvt |s looking into the possibity of sefling of SIDOR, a steel mamusfacturer.
Also under the planning stage are a few state-owned hotels that are likely to be
sold.

Sources:

Tyler Bridges, “Venezuela Aluminum Project Wrapped In Profligacy, The Wall Street Journal, 11/11/68.
*A Blazing Market: Latin America’s Chemical industry Boom,” Chemical Week, 11/88.
Venezuela special advertising section, The Wall Street Journal, 6/2/89.
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