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IwamwthanktheAdamsmmnmwforgwmgmﬂns

mmmty Theprogrmformenentwodnyspmau
jectual challenge, newtdéas and a better understanding of

'h‘wﬁomphﬁthetaskal}eadofmall

" ' look upan today as a celpbration. Democratic capitalism -

-:m.forcethntbmghtwﬂmmgeofhlstoty and the
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felt!;ef bed.” Nor on a stretcher, for that matter! Hence, the
valug of these outstanding corferences.
Tndeed, the people of the world are moving so rapidly

m*dsanewwoddorﬂuthumdescn’hnghs

cm#a 50 too will the next — mdpmbablymmtwow
Yet,wemmﬂnsechmges,wemwthatmm
louddpeakers fall silent and the crowds go home — after all this,
comqs the difficult part: wstainingd:ehard—wbnnewm
MWMWOfmwmcmma The
jubilgnt peaple, freed ymrday, today need ¢conomic smwﬂl
wnd prospeiy |

Driven by the realization that markets succeed cnly when
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pﬁvﬁe initiative and private 0wnership are sllowed to bloom,

pnvaﬂnﬂonxssweepmgmeworld Of the 174 countries in the
wodd 100 are currently lmplememllg privatization to ome
dqgrpemm:ﬂw:. I.astyurmembﬂhonofmm
m:ﬁ?feﬂedﬁomgovemaumpﬁmm;bﬁnsinstheml

‘fathedecadztomorethanmbﬂlion

Alﬂmghthatsmmdshkealot,ureptesemsonlyapordm
oftheumverse GermanyhasnearlyﬂSObalhonmstm-owmd

holdfngs Poland, Hungary, andCzochoslovahahavem

130b0mapusee The Soviet Union alone owns nearly 50,000
m:#:aﬂﬁmsandwo,oooq'adenndsamcefmmises. The
emrh-ityofmemmsemdmﬁng. And we know this

'Butwemmnhngprogrmevaywm Latin America,

apabneermpnvmuon stilllnsoneoftheworld'smost

achveprograms BmEaleuropelsmmgpastthem and Asia

o SBaT Lv9 282 0BZE W MURANE RN 02T 16612299



T e e

[

1 el v -

.

r
: j
i .

" lAfriclnreintl:echase ‘By some counts, Poland already

| hasLhnosthalfofltsmaﬂerservwesectormpnvmhnﬂs.

Polarﬂhasdonethlspardymrwghpnvanmtmnbut,jnsts
mp&rtmly through an open system that allows new
mpﬁuonmomemum Malaysia lcads South East Asiain
mw,cmnvemproaches AndNngmtopsthcAfnm

cdntinentwnhntseffom We can learn from these examples,
ﬁahhwnnydmesntsparﬁcnluexpenm |
| We sec¢ new trends everywhere. Industries such as
mbcbnmnmcmﬁmnndwmbemgmmm

toreh)ondtomeneedsofminwgrmdwoﬂdmy

Ll'heglol)alﬁtructureoftheumdum'lescltatmmclstllail.'

pcm ion in the privatization process. InEamBnmpe'
3350b11l1m1sneeded formveMmtebcmnmmnmom

alone Official donor assistan¢e will provide only $50 billion a

yem', Clearly, private mtemauonal investment is the only
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ansg’wer. Countries are trying new approaches to privatization,

mdmem;ﬂnsmngpragm‘hsmandspeed Some of these
oomovemal In Hungary, thegovemmem spproved more than
SO#Oftheso-called "spontaneous® pnvanntmnslastyw In
Venezuela, leasing, with purchas_e options, of
telqeommncanons is warhng We see other new approaches,
too, management buy-outs investor-led privatlzadon joint-
vedtnm private offerings, issuance of convertible bonds, and

oﬂ’ermgsofforelgnsttckexchmgas

Thepqumchwms

: Mnewwoadwsmcrowdingmﬁoldermys. The
cxpgmseofplmlicoffeﬁmhnsredueeﬂdnirmareof
trzmacuomﬁ'omSO%leSSwSO%mlwo But omne
deandmleappmachislemnglarge out-datedemerpnssdne

Thp enormous environmeéntal costs, the reworking of
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mmxfacumnghnes mjusttooexpemve Don’t restructure
nndsellﬂlecommes Ruher hmudawd:eassetsandlet
compeumﬁ'eetooperatetomtmarkatneeds.

.— 'l‘threuhmdanstaltmGermmydldaqmckmewof
m100(l)compan1esmltaportfoho Itconcludedﬂmzmo
ormoremnghtslmplyhnvotobehqudawdforlackofbuym.

In the fas of ungredicble political change and
d#ﬁoraﬁngmmicwncﬁﬁom,ﬂwdﬁﬂmmdesﬂe&m
copfused. Workers in factories and offices -m bewildered.

_ 'lhepeopleneedtokmwwhatmhappenmg Workers with
MnghBundmoMsmea&udofwhatmw
wxl]bnng Employee unions of state-owped eaterprises are
promine:nstab—boldeminthemncomeoflhischange. They
Mbedealtmﬂlmoughtﬁﬂlymdeqmuﬂy They must be
mtofﬂmprocessandfaelavutedm

- To succeed, pnvatlzatlon mmrements need public and
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To succeed, privatization movements need public and
political support. We must explain to the public how these
changes will result in a better future for themselves and their
children. We must explain the process of change and how long
it will take, In many instances, this requires new approaches.

Let me give you an example. InIammca,pubhcxty
campaigns for the National Commercial Barik offering focused
on the man and woman in the street. Offerings were available
in supermarkets. Shareapplic‘ttiomwmeﬁytoobtainuﬂﬁll
out. In Tunisia, privatization took off after a heavy public
relations campaign that used the press, TV, radio, and
conferences.

In the past year, many countries have been struggling with
the ownership issue. Former owners, whose homes and
businesses were seized 40 or more years ago are returning to
claim what was once theirs. What are their rights? How should

- -
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Thélsweldefﬁcult to say the least, consxhrmgdlaecommlc,
sod;lmdpohhcaleomem
lTheLﬁnistryofOWMtthlpTrmformﬁoninPolmdhn
m;ived over 50,000 claims for properties .taken over by the
!ﬂiesimeWoﬂdWarI{. Potenﬁaldaimnhymtom,@
oréjlaonwiﬂ:apossmlecostofnpmzbouﬂﬁonm.
Czdichoslovakiaandotherﬂastl!nmpeanommﬁesmfﬁm
.nkmam«m The passage of 45 years and three
gaprd:omhavomadeeqmtablemsoh:ﬂonofﬂmeclma
nwlmpmhhty Many properties no longer exist. Oﬂm
ln\ipbeensodeveloped, rebuilt, modernized, or just plain
ch%edsothatﬂ:eymnolmgeﬂheimdahmd. It is clear
tlmfonlylin:itedrestimioninkindcanbeomwm Even
cashpayMspmbablywﬂlhohmitedmd&enmdymﬂof
m&pmpenydm In Nicaragua, the problem is oot thet
govemmenthasheldontothepropertyntoonﬁscaed lnuthn
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the Sandinistas gave propertics away to their supporters before

leaving office last year.
| ;Onelhingisclenr. We must not allow the issue of prior
ownership and restitution to distract attention from the task of
re&ahdingwiﬂ:dammﬁcci:itaﬁm.h&mofcuﬂce,m
poﬁticdeomieembymomum No matter how few of
yonr'trmsacuons have clear title, sell those now.
| :;Newwnystoinsmhroad-basedparﬁcipaﬁonmcmciﬂw
long%ﬁermmincmﬁng-aNewWoddOrdet. Economic
W,mymmmmmum
of a fow. Here in England, individuals owning shares in
busitiess increased manifold ‘because of privatization. The
pa:p;lehneabigmhinmemnny'spmemmm.
EHowmuchmeimpmmmiswmbcfnrMmEumpe
andodlers' Asweaccelemﬁthespeedofpﬁvatinﬁon,we
’ e .
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minstrprojectoverthehorizon.ofﬁmemnvisi?onofadynmic,
inieqraedpoliﬁcalandeomc world. We must take steps
nw jto realize that vision. |
| Omofﬂ:esngmﬁcanttrendsofﬂnsoentmyhasbempeople
igﬂrnngtothecitleemsearchofm smypmmofu»
Gro+ Domestic Product worldwide now cames from urban
areay. According to the United Nations, the urban population,
cu:n#nﬂyoneandahalfbillion,willdmble;gainbydnyur
o
iLlheenomityofﬂnﬁmmidmsonroesmrywhﬁld
and pmaintain the industrial and social infrastructure for this
population is staggering. Weneednewformsof

.pnb c/private cooperation  to provide tnnsporution,

omﬂmam water, sanﬂat:on and education services—
aervioestnd:ucml]yﬁmmdbythepubhcmr
'Commerclalmum—tlwpmatepmmonofm
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serv;lces—isspreadingnpidly?. Contracting out, probably the
otdeu form of commercializing public services, is wide-spread.
Butinowitisbeingreplaced_byneworfomsofparmerﬁip,
dﬁvénpﬁnuﬁlybyﬂleneedmdrawonmivminvesm.
Pubﬁc-pnmjommres,mdbmld-opem-tmsfeudnm
foe gower plants, roads and other infrastructuns are sucoessfully
atmctmg capital, lowering cost and improving efficiency in
scores of locations. |
;IndleUniledStates, we are taking a hard look st public
m@gmawouldbebeuuoffinpﬁmm. Plans are
tmdlérwaywprivaﬁzeﬂleﬂmctiomofspomfadlities,induding
ummﬁmuumwwmimmﬁmm. The
newi;homeforonr&mrmmeillbeabuﬂdingmmd
by;.pﬁmdaveloperuﬂlmedwtmmfem
gdvqflm. Cﬂlimgoisuningommafnmn of parking
fadl:itiesanddrugmammnprogramstoprivmeﬁrms.

-
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Inﬂiefaeeofﬁscaldeﬁfbits,mand_gcalgovem
&ommmcoastmpﬁir-ﬁzingpubugémm-fmn
garbageoonectiontoconmmmdopmﬁ@ofpﬁm. One
mmmeymowwmulmhdjmmum
contracting out some form of service. Mass transit, entirely
privately owned in the 19th c@q, wlnexorhbly moving back
toward private hands. | |

Frompﬁvateenform&ofparkingrﬂésonﬂ:estmetof
Buenos Aires, toelectncgentrat:ontangkok,toschoolsm
the United States, commmalmﬂonofpublicmeesism
uawayforﬁnmdﬂwwub]edgoummmqmmvmewuic
eﬁecﬁmmhmsing,mmimmﬁmmmaﬁmmm
pmmtepnvate-vohnlmysefhceprondm areoldtoolsbelng
used in new waystoforgepblic@rivaﬁacoopmw But we

must do more.
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Our housing office in U.S.A.LD. offers guarantees to
pﬁvflttebmksforlowinoonnhousinginmyamsofdn
devilopingworld MofWostmhﬂnw
onlypmndmgshelm bt also developing the private
mmmr 'Ihlsexpemselsnow,bemgqphedm
Pol#ﬂtopﬁvaﬁnhousing@&ks:hm. |

iTheglobalreqﬁremmtsforcapiﬂl:farmnstripthe
cap@imyofmewoddmum. We estimate that the gap is
hm%redsofbilliomofdo]]arj.

;Wemnstinvestexisﬁxrgmpitalwiselyahdwemustmde
new apml Long-term political and economic stability, and
mnmrmcymlml. regulatory, andwoonntmgsysmsm
mugalmmmromemfmcfmmtﬂ.,mpmblemsof
low flomestic savings, high extprnal debt, undefdeveloped capital
mjtats,nﬂpmrlegalsyiemsonlyser@wmaway
potwnal investors. Worse, theypromotom@talﬂigbt, which,
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of course, is the market's response to these adverse conditions.
'I‘heglobalintegr&ionoftmdouﬂinvesnﬁjemiscruﬁnga
There, too, privatization is forcing change. Over the past
several years, capital flight bas denied the use of billion of
dollars to the developing world. But, recently, in Argentina, the
ﬁrstprivatebondoﬁeringinmyearswuaiﬂiedatmpauiaﬁng
flight capital. Country after country is reforming the
environment for investment, making it attractive for money to
stay home and attractive to foréign capital. Discriminatory taxes
mforeigninvestmmtarefal]hgeverywhaﬁ.
inaglndualway,apitalisbeinginvite&backhomc. 'Ihls
is a very important point. Iﬁelievaallofm'mhegimingm
realize the importance of creating and keeping domestic capital
at home. Dmsﬁcapimfnekdmemdmwmofmm
and should be the major area of focus for developing countries
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. Some 150 country funds are seeking sound country-specific
qustments The International Finance Corporation recently
cresged the Brazil fund, capitalized with $2 billion of
govemmemdcbt Wemnstsetupmevei:icleslihthistn
moliihzempml Theneedtoacoelentethecmofcapm!
lscm:cal Fiscalandmonemypohclesnmﬁmakemmes
oonveertible to enable investment flows to h;ppen. Domestic

sawpgsmnstbepranotedmdpermmedloﬂowﬁeelyto

wmmm

GuarameesbydmsﬂlbmeMu]ﬁlmmllnveunm
Chn;mAmhomyattlmWoﬂdBankorA.LD 's own Loan
PortfohoGnanme)spnrmvwnnumddwuldbecxpmded.
Mymaaﬁnsmﬂymnngagmspeaﬁmny
lﬂnddatpnvmnnonmcﬁm

The Polish-American Enterprise Pund small by

—p— e e
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intefnational standards, is proving that donoes can successfully
leveihge their resources. With only $34 million from the
govw,mmmmmmm. Through
joint venture companies, the Fund will create housing for a
thousand families in four Polish citics aver the next two years.

'The Polish Fund and others like it face two vexing
prolilmns: uncertainty of the legal system and the cumbersome
govtmment approval prooeﬁ, problems common to most
dévélopingemmtriesmdunergingdamomcies. But they must
be wived. And we will solve them. Your attendance here at
Adagn Smith Tnstitute sugur well for successful solution of thess
pl"olilmsandabetterfmn'e.f We at the U.S. Agency for
IﬁcémﬁomlDevelopmnmcommitmdtothncomeptof
priv;ﬁzaﬁonasakeytolmlockinsﬂwdoorofeomnﬁc
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EU.S.A.I.D.ismeprincipd American organization charged
withéinternatiomldevclomwm. The Agency traces its lineage
baclétotheMarshallPlanmdﬂlehemicageofreconslmcﬁon
mmmmedevmuﬁmofwmwun.

:‘l‘oday, we have a budget of $7 billion. We are a network
of 12,000 people spread thraughout 70 developing countries.
Weisu'ivctocreateﬁ'eemarketecomies. We support
dmbcracles Our programs aim to increase individnal well-
m; attack transnational problems such as eavironmental
degmdmon AIDS and narcotics; and ptovnde humanitarian
m&ummdmeglwe |

'Iamresponsibleforthcwodd-wideprqgnmtopmmoee
pﬁv&esectorsohﬁonstoec&nmnicdevelopﬁn:tpmblemsas
well as for U.S. bilateral economic assistance to South and Bast
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WeatUSAID areawareofthemalrelanonbetween
demncncyandselfmstmmngecommncsyswms That is why
wel?avednrectedmcmmzmoMsoffore@mmm
mﬁosemﬁonsmammvipgwwudmmcmpouﬁml
h’bagnliuﬁon—toﬂlosewhowelcomeﬂninﬂowofidn“uﬂ
invebtments from the rest of the world. Building self-reliant
q:pormtynsm:majorchallmgefonhelm

WeatUS.AID alsomoogmzewhatl’remdemmm
descﬁbedasthreepnllarsforasonndeeonomy "encouraging
eoommncgrowth investing in the future, andgwmgpoweund
mwmytothemdmdml'

Pdvatizatlonofstate-ownedentetpnseauahymgmdnw
mtthuastforgrowthandglvmgpowetto!heindmdml and

amdorq:porumntyforonrrespecuvebumsscommumm
Someofyoumyrecallﬂmtmthesptmgofwﬁ

- .19 -

Ry ——— ——— + 1

74 COOT ) HO Pa? OnCC B MrhanT T Tl Al TECY 21T O



[ - S

onuaampﬂm:qmam ‘Kusn.pul ﬂtmoo;lud»no
mdmopmmldmmapmmm‘mmmmmp
‘sosadrnus e mp os ‘jmowdDjoAcp SSOUISNQ pue Supu.n
Supapouy WWW”IWWQWM
mo jo Awepy sms&smumnsmpul&tomnﬂal pocg
“WeBo] oBumyo puv syBu IrowvonAuS Aoyjod o 108 SIUARIDACS
Smireq o om -mumsfoxl uopezmEAd poweuwoiday pus
muwmummiowommmjmq
M "SILUNCO ﬂﬁsdopmap;olmmmmmmmnéno
SOOI JO SpaIpiny pAsoAur SOy “QT'Y'S'M) ‘OO ms |
- jvuonmw!apmﬂlﬂ'liimm
mdpquqmmmowpumu‘umuqmgﬂmﬂmnpém
mxamdsmmmsmmomudom mmmwoﬂmdolpnzp
apmpulhmmmm”mmmnu;oﬂumuﬁoqw
PONIBW SOUAIJUOD YL Wpduomgmump&mm
9@ puncJe WOy :WI WUMISA08 (Op PapAm 'C[‘I‘V‘:S‘n

]
i
1

ce 4 S ——.—

jrpu—— ——rrTr— - ———

.
. 7 rwnr—"



TS WU CRCRE R, U ST WY L1 S S

o

cedb el

EE 2 T N

e G gl o 1 o 4 o b

e il 1 e 2 08
wea w [

e T T

|

capifalism to the world.

| !Forexample,un'progrmsinlndomaiahaveledm

mcrthsmgly open markets, foreign investment, a bustling stock

marl&nt,mdnew opportunitips for all citizens. Worldwide,

dlerfeisptmn'emcreatepoﬁciesthatenemgehm'ms. |
lWewelc:omethqebem.-.ﬁtofytmrvalmbleexperxenst:eand

yomnewndeas IwanttothnnktheAdamSmiﬂaInsumfw
tlns;opm_rnmlty topartlclpatq, with you, m.helpmg draw the
nilpgtowndanewworldordﬁr
Letnsalloontlmeexplonngﬂwﬁ'onnerofﬂnnewwodd
otddr Iﬁuscomimntoptmotethefreetmdeofgoodsmd
wvices btnmorexmpomnﬂy—ldels Let us cooperate to
solv@ the transnational prdblems such a3 envirommentsl
'l'helrrevq'mblechangethatdrwatheworld
ladayisbmedonlmgmditlomofeeonmmc pohtml
mm
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ijwhstheraloneorinoonoert,wemuétallwtomdl
aco;nmongoal of prosperity, justice and harmony. As you
putibi]meoverthenexttwodays,ld:alhngeywtoluﬁrm
ywrobhgauonmaleadershlprolemhrmgmgm

cqﬂ*hmmthawoﬂd
'Wehavewoomphshednmchmtlmlastym The wave of

.pnvaunuonhasswepttheshoreaofmymremﬁ It

mdnngmgthewmmlcmdpohnullmdmpe There are six
llowF‘O‘lﬂtl'.vprogramstopnvatlzelesleeommnmoatlons A balf-
dcnqlnew competition laws. 100% foreign ownanhlpisnow
permd in many omm Trends, lib spodmeous
pnvanzanon,arebeglmmgeverywhore vamtthovnet
Umm,atlustlimtaprmesmﬂm(ll)workershavepnmﬂy
orwhollypnvahzedmw 'l'heyhavedonethls despite
dmhckofanofﬁciallegnlﬁ'amework. EastGarmanyalmahu
Msddovaanbummm Stockmarketshavemsed

—t—r———



bﬂh{ims of dollars of equity and debt swaps have raised billions
%Butmbrechallengescodfrmnusnowamlawaitmn'mxt
| lLetmeclosebydnnmgingyou

- Keep pace with the mpldiy chmgma phenomenon of

pnviﬁmtionandmcmsetbalpaee

- ;;Beeertunymnoonsunmfeelavest‘jedinwinthz

outo;bmo,asdwymvinltoyomamess. _

~  Increase the speed and lower the cost of Jour transactions,

becase we all have little morey and less time.

— Apply creative solutions 1 intractable problems, like prior

ownétd\ip,andshandlosesuiuﬁomwiﬂ:oﬂérsﬁcingsimﬂar

problems. Bear in mind what architect Philip Will, Jr., has

said} -Wemnm;hdemmmmwmmme

meMbhchdlesmdfmﬂiarwomsoftheput

i
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— Create a business climate conducive to newly privatized
enterprises and a climate coaducive to competition for those
ssme privatized enterprises.
- Findwaystofactorinhcostofthemvirmmmﬂnlclmn—
upcmsedbythcaestate-owneﬁmtetprises. Perhaps a fee from
ﬂlcbuyerandtheselleratthetimeofmeu'mcﬁon.
~  Actively look for ways to break down a large enterprise
into smaller, viable enterprises before sale, so that local buyers
can bid.
- 'Tacﬂethemofdlepr;ivmprovisionofpublicsaﬂioes,
from sewer systems to post offices, |
— Look to the future -~ project your vision of the new world
order and dedicate ymsavs.m making that vision a reality.
For the next two days, T hope you will help each other find
solutions to your problems. Ihopeymwilldisoovernewways
to look at the challenges facing us, as we work together to
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achisve what Adam Smith described a8 a thriving “society of

porfbct Liberty."
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