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1. iNTRODUGTEON

Generaiiy speakmg the topic whsch ﬁhis Workshop is ham&!mg
could be consaderea from two angles :

Coa. admmlstratwe reforms of the pubiac secior enterprises,,
b. pz'watizatmﬁ of the pubiic sector eme{pnses '

1.1 ﬁAdministfatme Refoi'ms |

o it is not our mtentson in this paper tc spend much t;me cm the,
- experience of the Sudan in reforming its pubhc sect«mr enterpnses We N
,take this pesatlon because : :

(:} public sector admimstratwe reforms have aiways been undarm
taken within the context of reforming the Sudan Civil Service [this
aspeci is covered by my coi%eague E}r Kama } M. Zain in his-
paper to this Wcrkshop}, ‘ '

{ii} the prevaaimg poiacy of the gavemment tcaward the pubhc'
S sectar éni‘erprises is no ionger aﬂmmwtratwa rafcr‘ns but

. pnvatuzation_ '

| Notwsthstandmg what we said above it shauld be pomt&d out that
_ serlous (a!hest mcomprehenswe) administrative reforms of the civil
 service and .the public sector have been made by the diﬁerent

: f,govemments sipce the early 1970s. It should aﬁse be pamted out tha‘é:-

: desplte the wide differences in political sciao!egies that pfevaﬁ@d since
~-the 1970s, the phniesephy and mechamsms that shapped the
- _.admimsiratwe reforms have remained almost the same; ﬁame!y the.
, 'over-emphasgs of the mechamca! aspects. of admmmtratw& mferms {ie.,
- ‘the emphasis on. the lega! and the stmcmrai aspects of ref@rms at the
'expense of the behavioural aspects) ' '

| 1.2 Pfivatizatibﬁ

‘ - At the outset we shauld pemt out that a!though prwatazateen as 4 |
. phiﬂesaphy has beeﬁ taiked about in. the gavernmem and amdemm




' 'mrcies of the Sudaﬂ smce the 19?05 it was enﬁy whan the cufrren’t -
h r_govemment ad@pﬁed “the .structurai acijustmem phil osophy {and '
_cenmmstamﬁy th_e _st_me:tufai_ a@justmﬁm pmgrams, - 8APs)  that

privatization became -a reality. Meediess-to-say, since our privatization

experience is ‘recent andt short {smce 1980), some basic data is not -
, _avaaiabﬁe and the %esseng to be Ee.-,ami and emhang&zﬁ are’ still to be’
- writien. Basic ame:mg the da&a wmch is sta!é to collected is the smpact of.

pr:vateen on: | - _ S _ -

~{i)  the size of the workforce of the pu&%ic sector &nt&rp&ises

{ii) the productmty csf the werkfm*ce of the gm%:;%a@ sector

enterprss&s

2. _SOME THEORETICAL NOTES

a1 Qiefi'ﬁégj;@n.of Pubéic E}intemrise |

it shouﬁcﬁ not come as a gurprsse f we say thai th@re is m-

umversa! cief nition for the cgncep‘i “’pubi;c: anterpme How the
concept is defined differs substamna!!y between countries aaart;cu!aﬁy
those of dsfferent socio-economic sysiems Sn this s'esp&e:t Laanad B,

_ Whitee stated that

: “anaiys;s of gavemment mrpwaﬁans mvea!s no smgéa of
uniform type of corporate structure, 'E"hey vary in the .
“method of mcer;:vcrat;ons in thﬁﬁf reiatwn to the central
admamsta‘atwe stmcture “in the degree of operating
sndependence in the source of thesr xzapsﬁag funds and in
their organization."{1] ‘

| it'could easily be noticed that the shape, type, field of activity and
~ policyiphilosophy - of the “public enterprise” are related to ‘th@' '
‘environmental fattah of the country concerned {namel y, the country's -~

idedlogy, stage cf dev&.opm&nt, the legal and political framewark).

. 2.2 Types of Public Enterprises




Pubhc ownership of ihe means of pwduct:on and dsstﬂhutfon has,
existed since the emergence of the “state” in early cwahzatmns n
m;xed-ecommy couniries exist four basic ieg_al forms - of public
enterprise. Each of these forms: has its {own) features which
distinguish it from the others. These forms are :[2] -

{i} Departmental Enterprises .

They are the traditional type of public enterprises for which the
" minister is. fuily responsibie' it has been Léésaed for - railways,
3 commumcat:ons, parts, etc: lts mam features are $ta*ted in NS, Carey,
" -when he defmed itas:

“A -nor_mai government department operates with money
'appropria;_téd under more or less detailed 'headings-(eithér
by-'item]of-e_xpé_ntditure or. by function) and issued from a
 single government fund. its staff are civil' servants,
‘subjects to fairly stringent staffing and personnel rules, its
ﬁnaﬂ?cas:' ai’fe{ subject to equally ﬁtﬁagént ﬁﬁancias rules "[3] _

_ A United Natmns Repﬁrt dzsplays m@r& detaa&ed chag‘a@ﬁerzstms fer
. "departm@mal enterpr;se in its pm'e form as fc!iows -

"The advantages of departmenta! eni:ea‘pnse are that it
| lacks ambiquity - about the degree of pub!ac aemumabmty, '
in addition to its clear re_latsonsnsp with othe‘r paris of the
--govemment structure. lts disadvantages are that : it
aiﬂows the gcvemment to exarcise its fu!i power ahd in th!s '
exercise it hinders and. m;mm!zes the  initiative and -
. flexibit xty of the g@vemmentai depaa’tmem as weﬂ as the
excessive practice of the ;ecbtape bureauc;raey, _wh:ch
- ysuall v pr@vaaiﬁ in govemm&nt&i insti tutmm "{4]

- (u) The State Gampany
Citis the mmpany whnch is estabhshed under the. gerses’a iaw of the

| state Et_ may be _effe_ctwely_. :ndependent.__ with little government
o mterventﬁon, or it may -be..;iedaup_by its article of 'aﬁscciatibn or by



contracts wath the gavernmeﬂt It is défined by AM. Hanson as
denoting ; B ' ; a |

“An enterprise esiahiished under 'theiordinary éompaﬁy
“law of the state c:enziemed in wﬁich the governiment has a

. roﬁtroiimg interest ihmugh fts cwnershsp of alt or same of
" the shares. “Isy -

. il __Jcin‘t-\!emure.Emesrp_rise:

Usuaé!y it takes the formofa mtxed entespnse With pmt pnvate

: and pubhc ownersth ftis eﬁefmﬁd by R@%}eri‘ Lacy as :

 "The enterprise in which ﬁﬁaﬁc& ahd managem&m are

shated between the government and the private firms,

often foreign ones, for instance Kenya Government is often

represented in  such  enterprises by a parasiatal .

~ organization, such an organization may hold shares in the

company operating a project, may extant a foan 0 itand

~ may have representation on its Board of Directors.”[6]

(iv) The Public Corporation : -

3  W,._F'riedmén'd@ﬁned ét as:

“An mststut:nn operatmg a setvice of an econcmﬁc oF
social aharacter on behalf of the gavemmem but as an

_:mdependent legal entity, largely autonomous in its

management, though responsible to the public via.
" government and parliament and siﬁb;&s*:‘i to some direction

s

by the gwemmem equspp&d on the other hand with-
independent and. separate funds of its owrr and the E@ga!
and commercial attributes of a commercial entafpnsg,“i?] :

Reasons for Privatization

As in most places, b@t}i “pmi‘_‘_ and "push” f_éa:tc;-rs have facilitated

| moves towards privatization in Africa. The primary "pull” factors have




“been s:gmﬁcant budgetafy drains and severe fore:gﬂ exchange scarcity
in conjunction with fiscal and debt crises, general economic decline and
decay, and the demonstrated aconom!c inefficiencies of 5tate-owned __
: enterpnses These "pull” facors played a major role in ecommuc: reform-
efforts in general and in pnvatazatlon i particu!ar '

The chtef “push" factors are substantaa!iy externai pressures from
the !nternatmnai Monetary Fund {MF), the Wos'id Bank, and the donor -
countries in a context of heavy direct and imphed conditionality and a
' _desperate need for extemal resources on the part of African

govemments Donor countnes have be!aeved that pmwdmg new money

- without major macrg-ecenomsc policy and stmcturai chang;es would be
pouring money down an enormous ﬁﬁrscan smkho!e They have wanted.

debt  service: mamtamed Afncan markets and pmductwe capacity
- revived and their own mntmued economic access to these markats
- assured. For certain donor countr.es an !d&osegwaﬁ smpetus ﬁes:gnata
-non-market non-wesiern ecommsc modal, patterns, and finkages and
 to praise and to fostm' wgstem capataizsm has aiso piayed an importan{
role. For Africa more than other regions, the "push" faciﬁrs have been

- very nmportant probably pred@mmantly 5o, directly and zm!srecﬂy via

 yarious iypes of conditionality by a wide vanety of ext&mai actors

prwatization has baen placed on the Afncaﬂ agendaina f@meful way

The role of the W@rld Bank and the IMF as “push" faf:,tore; that'
prowded the extemaa stimulus towards prwatazatam m de\zeiopmg
counfries can be summarazed as. fo!iows 49 : -

_ From the outset the Wgrid Baniﬁ stressed the advaniages of the
market mechanism. Asa report of one of its ﬁrst emmmm missions to.
_developing caumnes put it : “To dat@, none of man' s efforts t@ repeal .
. the law of supp!y and demand have been successful” In addman, the
‘Bank embraced a doctrine that regarded private eﬁt&ﬁprmes as the
engine of growth and development. The Bank's masn articles of
- agreement stupuiateﬁ that one of its prmclpai ohgectwes was to pramote _
: ‘prwate investment, both foreign and domestic. The amcies also .
“inclined the Bank from engaging in any lending operation if mmn‘*ercaa!

- finance was. available "on. reasonable terms " The Bank did mncede a

place for g@vemmem involvemnent in economic deva!c:pment regarded




it as isttée more man mgtmmentaé ito pmv:de an mstatutmnaﬁ ?E’amework ‘
7 that- weuéfd ﬁﬁabﬁﬁ prwate entities to aperate effectwaiy] Besides
" creating. a famurabia enwmnment for investment via such measures as
appr@prsaﬁ‘e tariff levals and mcentwa tax policies, the gw%mmeni“s
assigned role entailed mvegtment in econemic infrastructure [power '
compiexes, Eramsp@ﬂ network port instaliation and telecommunication |

o faciiities]. - The Baﬁk found its own niche in the financing of the foreign

exchange cost f@r such "hard hat" capitai mtensme investm&ms The
B ju@t;ﬁmaimﬂ f@r pmvadmg zang»term loans tc governments for
mfrastmeiur& projects was identical with  the justiﬁcatim for -the
. ex;suenee of the Bank itself: To campensate for market failure. Once
“- the  need. for such g@vemmem involvement was conceded, there
remamed but a short step to the advocacy of development piammg n
settings charact&nmd by glaring resource scarcities, as well as wide -
price  distortions, the visible hand was needed to guide investment
decisions in. order to iﬁs&re' a more fatééna al'!ocatéon of capital.
Uitamateiys the call fﬁf natzaﬁai ecm‘aomsc development programmes, and
| the mmemamm insistance f:m the determination of priorities in project
design and selection was anchored in presumptions about the need to
compensate for the market mechanism. The Bank positicn on ‘the role
of state.in industry was neither absolute nor aensustent however. Even
in its early survey imigsions, while mvan&bly calimg for greater scope
~for the prwate sector, it did not draw a hard and fast rule across .
countries on gwemmantmawnemhap and private owmmhsp of
manufacturmg. Nor did they advocate divestment of state-owned |
- enterprises.  Remedies such as privatization, they warned “posed
serious pm@iem Whi{:?‘i needed careful study and preparation.” instead,
they emphamg,eﬁ the n@ed fm' reorganization and reforms in
- management to insure 2 gs‘eat@r measure of affi Ciancy The Bank foundr
itself faced with an awlward s:tuatmn one that it has yet to cvercome,
One one hand, forallits axhertmlons and protestations, it happened to
be doing two isi‘tie for the private sector, on the other hand, the
limitations impaseé on is i@,ﬂdmg policies denied it the opportunity to
exercise much influence in many areas of actsvziy that were of critical
- concern to both iiself and its borrowers. Two other factors
eompaund@d the anomaly ﬁrg% the Bank was bound b}f its articles of
agreement to secure a g@vemmem guarantee for all its loans,
regardless of whether they went to public or private parties. Yet, the




governments did not - readi!y offer such guarante&s m prwat@ ) |
compames Nor did those compames readily seek %hem '

. | The creatacﬁ of the Sn!efnatmna! Fi mance erp@mtmﬁ {IFC}in 1958

" in contrast to both the (iBRD) and the Bank's softloan afmsate the .
- lntematmna& Deveﬁe;mmem Association (IDA), was autherized to make
equity mvestment and to extend Ioans without gcmmmam guarantees.
It presence, hawever, did little to reversa the wm:emmtmn of the Bank
'-rugreup 3eﬂdmg in the pubisc sector. '

_ ln - the eariy 1@653 the Bank began tﬁ reiax ats structires on
lending to public secmr mdustna! projects. !a‘z due course, at f@und utseif '
-directEy fi nancmg state-cwned mdusmes ' -

Lending po!;z;ias have shown mm’easmg mdsf?ereme to the choace .

.of borrower as it concerns the pubﬁc‘:—prwate decide. All a&@ng, the

- Bank's cardmai concern has been not who owns an emerprwe but haw'
that enterprase is run. ' :

_ “E‘he EMF also has sie\mted substantial attention to aésessing the
" impact of state»cwn&d @nterpnses Eoih the Bank and the F und have
. been at pams to stress the Earge and growing ciaims that stateuowned |

.' ef_mterpnse;s_ make on national treasuries. in recent years the Bank and
the Fund have issued a stream of reports that assign much of the biame
for the '_bacEngardn@ss and instability in developing economies fo
. excessive government intervention. They ‘have delivered particularly
critical assessment of the state owned enterprises typicaﬂy pertraymg _
them as pnvz!eged dead beats” whose time has gone - "avarextended _

. _entities” that have grown accustomed fo making unsustainable claims

“on the state budget, that stifie the growth of private initiative, and that
'are mcapable of maeimg their economic gm!s, let alone théssr soc:al
ones, ' '

Runmng thmﬁgh 3uch ieport iz a czammtsn thame the 5'&;@%@ needs '
to piace greater - reliance on the marka& as ih& essential mgﬂhamsm of |
“aflocation and distribution and, m the pmaess must make more room for =
the prwate sectﬁr ' ' '



5.4 TheForms of Privatization :[10]

Pmaét;zatmﬂ in Africa is a highiy political process. Politics usually
7 determmes what is to %:;e pnyatuzed the form of pnvaiizatmn the value
of entea'pﬂsas who may pamcnpate a‘md s0.cn, C

- 7 Generaﬁ!y spg‘akéﬁg, there are six ferms of privaiiiaﬁoﬁzn 3

Pubilic foer ﬁi‘ shares : To offer the state-aowmd $hﬁi”%§ in the

7 enterpnsa to the public at! arge [a = f&piacmg the ggvamment .
ewnershsp hy pubhc ewnershep]

Prs\fa&e p?acemem of shares Th@ statewowned shar&s in the

: eﬂterpﬂse to be transf&rrecﬂ to a pnvate mdmduai{a}

Mamgemem buy aut D For exampie by "managemént
contracts” wath a prwaie firm a public enterprise can be

 managed.

i)

| D&bt acgmty Swap To transfer tha awnarship r!.:ef the pum
- ersterprssa o the private $Eﬂ'€0r in settement of thea’r ﬁeb%

Liquidaii@n of the mmpany via the bmak up_anwe? sale of its
assets. ' - R

'Daferreci pubiac offer, such as affermg the shares of tha pub%zc

' _entemrsse toits amployees etc.

" in addition to the ah@ve :unde'r émp%emematian'pumic projects can
be {in cfdea‘ to be fmamed by prwate participation} prwaizzed by the
fo!mwmg methods : E'H} '

i}

Buiiﬁéewn-ﬂasaraté ;" This me*t'hod'apgm!ies Whén the projectis
.new and the government wants {o build its infrastructure
wmca is. nct availabie at hand 50 the gevemm@at can rpiy on




éi’)

a pnvate anterpnse to ampiement the pmﬁect and s0 manage
it as an owner, and continue to own, and render the
prastri‘bed service in agreemeﬂ’t with the government.

: in thzs way, the govemment then, will eﬂhaftm the role of the
'prwate ~_sector, which retams the ownemhap of the

impiememed pro;ect and hence %{eep ihe saze af thm sta‘te‘-:

_avmed entarpﬂses limited.

| Built -Qperateu‘fransfer (BGT} By this methad the fmancmg

private enterprise company then bears the burden of
smﬁiementmg the project and then carry out its operation to

earn suffs{:sent return, as a canssde?atsﬁn for the cost of

implementat:on befere transferrang its an@f@*hep to thé

: govemmem within . a predetermmed perac«d In this case
'pnmtszatmn is a transitional proce5$ The =mpiementad _
project will not remam in the owmrshng; of the private firm

forever, but transferted to ihe state and then bac@meg a part_ _

of the stateaewned enterprsses

au) There are many other m&thcdv ﬂimed fmm these twm mathods |

like “huy, build, aperate" thch is us;eful when the pmject is

-wmpieteiy ;mplemented by the govemmant And the
'gavemmant wants to expand its activities by bua!émg an
~ additional extension to it. Soithe assets of the project can be |
~sold to a private firm weth the condition of carryeng out th;s_
extension o mcrease the capacaty of the mojea:t and
guarantee i‘ts operatzcn -

_:Aisc "r build, 0peraze" which is very samﬁa: t@ the abwe :

one except for the avmdama of cemﬁ@i‘e sei!mg

T‘hése ma‘ihoﬂsf -‘cehs';tituté a‘ madem Wﬁy EQ.G‘J&;FC‘GME the latk of
 ‘public capital for investments. .« - . .

8.8 Objectives and Merits af:Pfiyaﬁzatien-




As an economic policy, privatization is based on the efficiency of
the market mechanism and hence the view that private ownership and

3 management is more’ effia::sent dr) terms of f&S@H!‘C@& ai!ncaimn &nd mst'

than pubﬁsr ﬁwn&rshep

| Bﬁeﬁédes? -&mth iﬂdustréﬁ%_and ﬁeueiopiﬂg countries that carry a
- heavy public debt burden may consider privatization a refatively quick

way to reduce their public debt, that is o say, by-divesti‘ng ioss-making
public ent@rpréses ~ Again, the sale proceeds of a mmatl,_at:on
pmgmmme may be used to reduce gﬁvemment debt. '

o Héﬁce the _objec!s’v’s: of garivat_izaticﬁ may_.bé summarizeaﬁ_as i

~a) ’5’“0 achieve mptsmum aiiacaman of resoumes and enhanee

economic efficiency;

: p) TG_.@W@’?G& the" role _g.f-'pr'évate 5&;‘&95‘ -érﬁ the ecm‘samy, to speed .

- up the process of recbve-ry and sustained growth.

i

¢} Toreduce public debt. .~

: .‘ﬂ.ﬁ Cﬁunter Vaaws .

' in an interview with Professor Mohamed Hashﬁm Awad, {Facuity of

~ Economic and $ocial Studies, Unwersﬁy of Khartﬂumj he stated that

: pubhc sector’ &ntergsnges are generaiiy more efficient than ﬁh@. priva’&é
sector enterprises in Sudan despate whatis ‘said why.? '

Because the public sector is pioneer in most areas like ‘irrigétad o
"agrecuﬁtur& ‘mechanized agr:cuiture industry, mining, and modem‘

- services, The private sector is-always a follower. The public sector

made a lot of {osses but usuaily not of bemg inefficient but because of

~political m%erference especially in prices of pubi:c geads which were
: dehberat@iy kept low. as.a subsidy to the poor. somat;mes, production
units {like the sugar factories} were made to sell af factory cost and

large profits were appropriated by the Sugar Marketing Corporation.

Sometimes, the reason was failure to give incentives like the one given
- to the private sector {units and employees) which kept morale low in the



public 5et:t0r it shcuid be remembereﬁ ’that the private s&c‘t@f benefits
~ from very g@neraus tax conuesalons and protective tanff granted to it
uhder various mv&siment iaws “the pr‘isc 3ec:t0r receives no such

. concession of pmtec?;on

_  One must a*sa ramember fhat most of the | leaders of the private
"sectar and the bulk of its empisyees came from the public s&cmr The
_prwate sector has been able to attract thesa peﬁple by offeermg them

: high salaﬁes ancé rewards. : :

The pm}.ate sector is of_teﬁ'. benefiting from tax evasion which the
~public ‘ﬁamﬁfpractici& B ‘ o _

o The wages in the pubhc saeter are aiways very fow cempared to
" those of private sac*oar this naturaily kilis any mc@ntwe amsng
' govemmem employees to ara:se.pmductmty -

i...astly, i recant years when prwai*zazzon was wndeiy admcateé-
| and practaced the private sector hardly made new investment oF raised
produstlvﬁy The most rﬁmarkabﬁe increases in pmduct;on W@re in
| gov&mmeﬂi-awned agricu%‘mra! schemes and ssugar factories. '

He canciuded by saying : -
- be ieve that the notsons that the pubi:c secmrs are maffﬂc;ent

‘ 'and that the pnvate seciors are efﬂmen‘i and productwe are .,,tmpiy muth
propagated by the IMF and prwate bUSlﬁ@“iS -

1% Neﬁessam Genditions for Préva;;tjzai:igﬁ .
_ The particzpants in the Semmar on Various Appmaches to _
| \ '-'Prwatnzatson in Africa, iéentmed generai canditmns that are neces‘zary‘

' fc)ar @ ;ﬁmg%’amm@ of p«a’watazatmn Those conditions are -

‘ia')". There must be political supprt ai the high st !evel of

gwemm&nt for the prcgramme Whefe necessary, . -

apprepraate iegssi&tlon ghouid g;mmda the legal basis 'ft)r the
programme, | -



Evea‘y eﬁm’t must be made to expiam the psogramme of
prwat:zetmn to the genera& puh!ic It was noted that if
fransparency in the transfer of assats is to be maintained, the

pu,_@is;aty.. aspect_ of t&ge programme should not be

- underestimated.

- Consultation with 'empiéyeeé--dlf the en'terpri_‘s:es _ﬁc'b& divested

is also necessary for transparency and probity where feasible

-employees should be encouraged fo assit the pmcess of
desighing. the modality and sirategy of ds\;egment and its
implementation.  As pruvatizatwn " usually results in
redundancies, efforts mustbe made to retain redumiant staff

and werk&rs aretiior provide satssfactory compensatwn
packages Efforts shm&id also be made to mstsgate the
unﬂes;mbsa social cnnsequences @f prwatazaiwn

Whaie private saies ami pnvaﬁ:& p!a{:&ment may be ﬁecessary
under certam curcumstances transparemy r&qwa’es that

- efforts must be made to facs!atate puﬁailc sales. In vaew of the

skewed distnbutmn of sawngs in most Afﬁfsan counmes,
equity also demands that as a wide Rmctmm as pcsslb!e of
the general public must be given an oppcriumty to become

. ,shareho!ﬁers of tiwesied assets. To this end the lending
Cingtitution must be made prepared and amaumgad {o prcvzﬂe '

loan advancas to investors including the small-zcale investor.

' The case of Nagena whare empioy&rs- were @nmuraged to

prowde thesr empioyees with salary advanaes t@ purchase '
shar@s was noted and commended -

.ﬁucaessm pwai&zatm requires af naﬁcsal mfs"as*&wcture @t_ .

. capitai maﬁqeﬁs, banks, brokerage houses, accmunt&nt&%

lawyers and si@ck exchang@ {to faciliate &ﬁmndaw tr ad;ng of

- stock or as “amechanism for raising new s:aputa&} While this

m?rastmctum is uﬁﬁer@&velap&d in most African countries, its .

_ ,jdaveiepment must he gwen pmnty as paﬁ: of af eveml
st aiegy of pmate sectof @eue;opment




_.ﬁ
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Finally, aé a private Sector-assﬂmes its rightfull role as the
 main vehicle of entrepreneurship, initiative and innovation in
African economies, gavemmemsf must strengthen their
paiﬁcy»makmg and raguiatory capacﬁses to insure that fair
practices are maintained and that empmy%s and CONSUMErs

" are adequai&éy pr@tected [‘i 2] '

Prizﬁatizafion in the Sudan [q 3]

The consecutwe soc:o-economic deve!apment plarm have given

‘birth t@ ihe feilowmg pubiac cnrpmatwns departmamaé ent&rpﬂs&s and -

state compames -

32

_?3 pubilc enterpnses und&r the supemsmn of the M;mstry af; :
Finance and Econcmucs {with s;pecm% referem& tca their
budgets] ( '

-7 public enterprises in the agricultural sector.

- 8 public enterprises in the transport ia_nﬁ communications
sectors and the td::u;r‘ismand hotels sector. | |

18 publlc enterprzses in the energy Secter am:# the dwers;ﬁed
sector. ' ' '

71 state companies under the supervision of thé Snvs:stment

: _Department ione of the ﬁapaﬁments of the Pubilic Enterpnses

Admamstratwn)

‘The performance of all enterpﬂses has been aharacterized by .

faﬂure to achueve their cbgectwes failure to realize profi its, and seme .
cases, failure to re!y on their own resources. Q@ngequentiy, ahll of thesa :
enterprises became a burden on the treasury. Thss dismal perfmrmance

B couid be attr:buﬁ:ad 0 the foﬂewmg reasens

the weakn@ss of the admmzstmtiens of these enterprises the
‘decline of their prodiiction and pwducfmty, the distortion of

- the - costing and pmmg mechanisms; the diversity of the




orgamzat;ons that ovresee. these enterpnses zhe excessive _
workforce -and payroii the weakness of the execu?we ability; -
the weakness of the centrai supervision; the emaien of the
mves‘ted capital; the weakness of the dsreet net return from
proﬁts the surpius of the current buﬁget as well as returns on -
- invested capata!s

'{Ei) - the weakness of the admmmiratwe supeﬂ.fss;my, amﬁ‘
| executwe Eeadership, the shaftage of the sksiied cadres; the
~ absence of the necessary. training programs the absence of
standards for the proper control, follow-up, and aeﬁ@untabilmy,

and the forfeiture of resmnssbmtms {0 achieve spec;f" ed
pmductsen and f:n&nuai object;\fes '

(m} lack of clarity of ab;ectwes plans, anc% pmgrams ihe Weak, |

preparatsc}n of budgets the absence of proper fmam::sal and

eConomic staﬂdards the delays in closing the current
accounts as well as the periodic audits; the shoﬁag@ of self-
!f" ﬁaﬁcmg, and the iax,k of sources of foresgﬂ fi na‘?cmg,

{w} the obsoiescence and erosmﬁ of the maans of pmductmn the
~ shortage of spareparts;  the irregularity of pencd&a:
N mazntenanse the mstabz!sty of th@ renewal and replacement
_ piﬁ@grams;' and the instability of the economic and financial
' policies. o o

33  TheCal féerrivaﬁZatéan |

2.3 ’§ m i'he light of the pcof status of pui:ehc emerpnses the E\Eatmnai '

Saly ration R&miutson (the present government) présented the issue of

_ prsvatnzaizen” to the Economic Salvation Confer@nce . 1%893 The -
,Conf&mme reccmmeﬁd@d that “prwatemtaon“ ba adopted as a means of

B _aﬂawatmg zm shortcomings of the economy. This recommendation

was taken as one of the basic directives of the Three-Year Economic
| Rem%ry Pr@gmm {1 9@6%3; as weﬂl as the Somprehenswe National -
' Strategy{’!&ﬂ@az{mm |



232 @ The, gos’remme’nt adépted the phé!esophy ‘aﬁd policy of
| privatization as a means of restructurmg the economy and the public
sector. enierpfases Restmctunng the publm enterprises is meant to
bridge the gap between their low (aatuai) pesfarmame and the {desired)
performance wh;ch wguic! enab#eihem tﬁ comp&t& (at th@ mtematwnai -

level).
© 333  The privatization pm’g;ra_m_which‘hasbeér;- adopted aims at :-

) decreasing the ro!e of the gwemment in the
: econamm:!commercnal actwittes o

{i) Eimiting th'e financiéé burdén on thetreasﬁfurythatrésuits.
o from  the subsidy  and capliai pmxrided_t_o these

enterpnses

"{iii)- promotsng the mmpet&ve pesntgon and improve the :
T 'perfarmance and eﬁécuemy of Ehese enterprises, "

| (iv) expandin_g the bals_ée of_'cwn_ers_hip of iiﬁvested assets,

vy enmuragmg the estab!ashment amﬁ deveﬁopmem of
A 'smcklfmamzai markets,

{vi) . decreasmg the mtefference of the gwemm&m in the‘
_ _-speratsons of these enterpnges, _

- {vit) encburaging the partampatmn ef iacai and foreign
. m\festments in these eﬁterpnses '

&4 Hciw A;;.j'e; Pg@ﬁc Enterprises Valued?

En dec:cimg what methed{s} m use fGE' vaiumg the public |
_'enterpr;ses which ‘would be ﬂlspssed of the technical mmmut‘tee .
‘entruated with the dasposaﬁ progmme adapted twe mathods {the

commlitee mamtams that 1ts chmce was gmded by ihe current

c:rcumstances of the ccuntry as weﬂi as the expwuam&s af other
‘countnes) |




{i} the financial vaue of the future cash inflow of the enterprise
as an on-going concern on the assumption that the
-'.'enterpr‘isé will reméiﬁ -"sﬁpergting"; the only difference -

. being the tr\an-éfer of its ownership, :

C i) 3H€guidaﬁcn'af the ente.r;?rESe {i.e., selling of its ;ésssets “in
fotal" ot "in parts”) through '-“public auction” or "trade
sale”. This is done after determining the minimum value’

of the enterprise on the assumption that the enterprise

will not remain an on-going concern, " |

Q,S ' “{he Steps Taken fo !mgﬂemeni t,he ‘Privatizag;gn quram

“The flrst step in this program was the formation @fa?ﬁghmcai_ |
‘ _Gommsttae (m June 1980) entrusted with a mai‘tspéamtg of duties .
designing - a- ﬁetaeied action-oriented program for prtvatzzafz!an and_
dwesimeni recommening ways and means {c settle the eﬂasms and
nghts af the various mterested parties; etc. .~

The _second step' witnessed the f@é‘én&ﬁsn of a WMinistrial
- Commitiee (in November 1991) to consider the r&cemmendamns of the
above»mentmne@ technical commatsea -

, The thsrd step “the ménistriai committee jointly with the ieéhnia:aé
: cemmittee passed the basic guadeimes!prmcsp%es of what to do with the
public enterprises. These gu;delmes are

iy financial perffﬁlrmance
(i) strategic importance
i) gradual t?ahsfer .

-On the basis. of these gmdahnes tha puhi!c ecﬁtemrﬁses were
N divided into thr&e cat@gcries 'te be dasspese@i af cﬁurmg three peﬁods r:sf .
- time; ﬂamely :

'_-{.i} ' During the flrst permd {the fmamsai yaar'f%ms:%) fiﬁy- :
. enterprises i agncagtur&i 18 ndustﬁa! 3 in the



gy

@

| -traﬂsperi and communicaﬁa@né séctnf 7 in the energy
and mining sects)r, 7 in the commercaal sacter aﬂd? m_
the msmd saator] , ‘

.Quring the secb_nd_ period (which will last for 2-3 years)
thirty five ‘enterprises [5 agricultural enterprises, 16

industrial emef'pﬂses, § enterprises in the transportand
- wmmumcaﬂ@ns sector, and 8 in the bankmg sebt@f] B

During the third period (which will last for more than thres

y&ars) 47 enterpm&s {4 agricultural enterpnses 8

industrial enterprises, 4 enterpnses inthe transpmt and
communications sector 4 enterprises in the energy and

mining sector, 4 enterpnses it the diverssfaed sector, and
28 in the msxed sector] '

it sheuld be nofed that in thes step very majcsr demgzmﬁ ha\za

. been made -

0

(if)

G

the —numb;érand_ type of pub?_ic e'marplriges: to .,iﬁe'zéis-pssed

of,

. th'é time needed to diép_ose t{# these éhgerpr_isesg |

the modality of disposai!privgtizaticn.

36 Modality -

-l :

o Five mdda,is_hav;e_ been radc_)p_ted .

' '{:) “trade sala" (i e., the fuﬂ zraﬂsfer 0? gavemn‘n@nt ownemhsp to
the buyer}

(i)' public offer” (the enterprise remains in the government's hand;
h@wever fmeagn and local mvestcrss are. asked tea joinin the.

cwnershap)



| {iii} *'Eease""(thé goverment wants to ké@p the ownership of the |

enterprise, however, for some unspecified reasons, wants o

‘ !éase it},

_ {iv} hqmdatsonfﬁlvesture (thss is ds‘:me thraugh canre&img ihe act
" of mmmmatwn) | - :

- (v} transfer {the transfe;" of the enterprise as a whole or any

part(s) of it to the gtat;e!re_gionai government{s). This happens
wheré_an enterprise is located in different parts of the country).

- g.,? " The Lag al Framework

The Disposal of the Public Sector Enterprises Act was
promulgated on the 6th of August 1990 ; o .

[}

g

Aﬁacle é Sectnon m) 5tated that a High Committee for Emmsmg
- of Pubhc 5ector Enterpnses is to be wnststut&cﬁ '

Aﬁ;cie 3 Seci&cn (2) determmed the membefshm e}f the Hagh -
Gommlt‘tee : '

Artac&e 4 s%ateﬁ the functmnsidutaes and auihmatsaﬁ af the H;gh_ :
Committee. '

Amcle 5 stated that a Techmca? @cmmatﬁee be conststuted

determined ats membership, and e'ss subardsmﬂen t@ ?hﬁa» Htgi‘s N

Commlttea |

o As'tﬁcie & determined the functmnsfduuas ancﬁ authmrmm of the
Techmcai Comm;ttee ) '

Article -T-dﬁetermined the functions/duties of the chairman of the
Public Administration for Investment. "

Article 8 stated that courts do not have jurisdictions over the

~ actions/decisions undertaken within the context of this Act.

P
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