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COUNLEES

[ heseedNor completing privatization in
Poland

[TI. Comments on Ukrainian privatization
discussion
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IrodnCioRy iemanks -broader
Oit OUT discussion

NaLIZALONNIES tOIDE seet in 2 broader context of
el activatiessshiaping mstitutional conditions for

o aizationregulation but on other regulations
creatmgeIbusImess envitonment and business climate 1n
the countryA(tor example property rights protection, well
developed and secure financial sector , transparent and
elficient capital manket and many others)

e pacqn iial effects, of privatization depend not only

The authors of beth types of regulations are parliaments
and governments. It 1s important to remember that all these
regulations are interlinked and should be consistent.




Experencees oi the OECD Countries

Privatizing State-owned Enterprises. An Overview of Policies
and Practices in OECD Countries, Paris 2003




Since the WRlanger scale privatization took place in few
countries (WEkS@ECrmany, France, Mexico, New Zealand,
Canada), but i’ the middie of 00’ privatization had gained
momentum: m most OECD member countries. Globalization of
privatization.

Privatization had had major implications for public finances,
corporate performance, employment and equity markets.

Governments have sought to ensure that privatization activities
not only contribute to efficient and competitive markets but also

support broader strategies and structural reform efforts.
5




jisar tight fiiscal environment and the need to control
cnding and debt . The convergence criteria from

Furopcanivioneiayalnion (Maastricht Treaty) required to diminish
the public debiSSElling state enterprises allowed to have additional
proceeds for the state budget and to eliminate future subsidies.

Technological changes in sectors such as telecommunication and
electricity generation) — monopoly in these services disappeared.

Liberalization of markets within European Union and globalization of
financial markets — there was a need to free up companies from the
constraints of state ownership and to ease the access to the market

The changes in understanding what 1s the appropriate role of the state
in the economy.




on) injdeveloped countries

~ Objectives

-

dnperovenime. Weshouldname some of them:

Attiact estiment

Improvingeorponate citiciency and performance
[ntroducing competition mto hitherto monopolistic markets
Capital market development

Politicallobjectives (employment, distribution effects)

These objectives are at times conflicting thus making it necessary to make
,trade offs” between them.




' “";"‘l"r" piipolicy choices within
VA _‘r@n ﬁany guestions

-y

sales: liow tiast should the company be sold
(T stagesioralifat once)

Opening Up privatization transactions for foreign
mvestors (to remove all restriction or to keep some,
how long)

How to use the privatization proceeds (for example for
reducing the government debt or other priorities, like
funding public services or supporting social security

funds) 8




prensure credibility and public
nee of privatization?

ﬂ
ACNCE Ol theProcess

Sellimg ds'should rely on open competitive
app%s S far as possible

[Decisionstateinade ftee from contlicts of interest

Are there'mechanisms i place to ensure
accountability: 7

The public should be well informed




Ol COmpPAMICSy

The miernational’evidence that privatization brings
about a SignICant increase i the profitability, real output
and! efficicncy of privatized companies.

The results on improved efficiency are particularly robust
when the firm operates i a competitive market and when
deregulation speeds up its convergence to private sector
enterprises.




e

prvatizanonssgbenciicial (EBRD).

m| [DelaysHiprivatization cause high costs for the economy

resultimgramong othess from :
¢ lower productivity of state owned enterprises

¢ the frequent need of subventions for state owned
companies. (Research of CASE in 2003, 2005)




ization and growth

ﬂrom g'foups of countries

E=South Eastern European States; CIS= Commonwealth of Independent States

vate sector (columns), &DP growth 1989=100 (/ines),

CEB SEE CIS CEB GDP CIS GDP SEE GDP

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Source: Transition Report, EBRD 2004




it deneceRom world research on privatization
perivasizaiion: What Have We Learned?” S. Guriev, W
S egginsonAnnual Bank Conference on Development

| Ecoilomiqs(ﬂ‘BCDE) 2006

-

complementamatonmstitutional reforms, strengthening the rule
cmehtmg ard budget constrains, improving investor protection,
grotcumpetion and good regulation.

Managemeigon aels, corporatization and hard budget constrains are not

clificic b pravatization.

REstcCifmeion firms betore privatization, in many cases, has not given good
results: (ThelZoyemments are not competent in restructuring of firms)

Privatization has i many countries, significantly developed the capital
markets and their capitalization.

The openness for all investors in privatization process was crucial for its
success.

Dilemma: countries that need privatization most, have governments both
unable to conduct it in an efficient way and unable in introducing institutional
reforms.




ale praivatization effective?
OEC _ycoﬁlendations:

8

: cd objectives and! priorities
A trag@nt process 1o gaim credibility of potential

myestorstandpolitical support from the public

An effectivercommunication campaign to explain the
policy: objectives of privatization and its methods, in order
to gain support for the policy

Allocation of adequate resources (including human and
financial resources), in order to ensure proper skills and
experience.




> Need to Complete
g@tiﬂﬁ i Poland

TS mChRSTEIE

private C prospects ofi achieving an ownership structure similar
10\ liopean countiies 1s not so far as it was at the beginning
0190

But mrall thesercotntries'a big wave of privatization took place too, in
the 80-90". In eficet, the share of the public sector in the economy (in
producing GIDP, in employment) in these countries is usually less than
10%.




2l ceonomichnteespinEunope since 1996. Their economic impact in the European Union”, (2005),

ni@@me& e share oftthe state sector In  The share of the state sector in

(£3)) @GPPproduction, in % employment, in %

(GIEECE . 149
SWeden
Austria
France
Germany
Belgium
Finland
Ireland
Italy
Portugal
Denmark
Luxemburg
Netherlands
Spain
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/}'{ 2isizeroiapublicisector in Poland at the
yac Ur’O-Jfld PiRoIEer groups of countries
| Wlﬁ @EEID cotmtrics the share of state sector
0 ucmg Prdropped ftom 1980 to the end of 90° in
PIOSYounNBatmEAmerican countries up to 6%

S cmployment 1 state sector dropped 1n middle

Inecome countressirom 13% to 2%, and 1n low income
countries Hone20'to 9%, (OECID and World Bank data)

In Poland the share of the state sector in producing GDP
was 1 2005 still'over 20% and its share in employment
was over 28%.

It 1s to conclude that the size of public sector in Poland is
more similar to its level in African countries then in
developed industrialized countries.




r e '- dr' ' ubliic s‘e_c;or in producing GDP
| Rgroups of countries )

1978 1980 1982 1984 1986 1988 1990 1992 1994 1996

—>¢—Afryka —o—Azja ——Ameryka Poludniowa —aA—Kraje uprzemystowione




[are omhierpublic sector in economic
€8y 1N Pﬁ?md, as of 2005

SMy Empleyment Sales Value added

diotal Cconomy; 28,3 : 24,8

|

Wsm and! 8,9
gk

[ndusteg tw

Enerngy gasiand watcr:
Construction

Trade

Hotels and Restaurants
Transport, communication
Financial intermediation

Immobilities and services
for firms

Zrodlo: obliczenia wiasne na podstawie Rocznika Statystycznego GUS 2006, str.237-238,568-579,679-680.




declining pace of privatization
‘ i Poland

L

ey

Zrédto: Ministerstwo Skarbu Panstwa (2007b), obliczenia wiasne.




Sowrana aeclining receipts from
| privatization
vatization to the state budget (in

S a ilo’ryip 1993-2005

27,2

Y a—y

13,4

Y a—y

o 1 11

1993 1995 1997 1999 2001 2003 2005

% P

6.5 7.1
08 Lo




firomi privatization and the
omsm"r'g—owned companies

A

Planned reeeipis
Real receipts

Dividends from State-
Owned Companies

5,7 bln zt

3.8 bln zt

2,1 bln zt

2007
(Forecast by
the Ministry
of Treasury )

4.2 bln zt 3 bln zt

1,3 bln z1 ?

455 bln 7t (.

3 bln zt ¥




PACE foﬁrivatization:

.F

PIRIVEIIZE:?

completediii Y. 607 of them.

Thene aresstillsZis00 companics' in entire or partial state ownership and among them
1, 300rarc active:

Recently, the govermment privatized yearly only 30 to 50 companies.

The state'owned companies, (excluding few very large giant companies) are in a
deteriorating economic state. This has negative influence on the remaining
economy.

Large state aid has been spent for the state sector

ile govemmegstaﬂ lvatization in &7 % of former state-owned companies, but




ced o privatization

' r» the developed world:

8

anachromsticiand the meffectiveness of corporate
govemancesigicsowned companies 1S a problem which cannot be

tiationally; ﬁ Wonld Bankd). For this reason government ownership

shou ibed 10 a mininum.

Privatizationibroughitabout improvement in business performance,

mcreased competition, decreased prices, unburdened the government
and' theipublic finance (OECD 2003)

But these processes often meet political and social opposition,
especially by groups that are interested in conserving state ownership
and the privileges gained there.
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Strategic Joc ors’”).
Coal nlmﬂways, the gicatest part of the energy sector (Electricity, gas,

oil), s andiarge parts of the ,,heavy” manufacturing sector and
communicaomnseciorremain state-owned.

Privatization i othier sectors (like chemicals, sugar, spirits) was delayed for
many years.

This delay resulted m high economic costs, on the level of business as well as
the entire economy;

Recently (since 2 years), privatization has been almost completely blocked
The new government recently promised to fast restart privatization




il oreler to chiange the ownership structure in

the econemy to a more efficient one.




Leg-iﬂ@zation through new channeling of

privatizanion proceeds

Clariiymg of land property rights of
enterprises

How to mvolve foreign investors ?




fion trough any kind
Fprivatization

vicws olspeoplewilling to revert the privatization
Iy a spidrcient reason to revise it ? Doubts -

Satisiyi '

Evenverys soitcmethods for “punishing” the former
myestors camtesult i destabilization of property rights and
may: be detrimental for attracting new mvestors.

I strongly iecommend that the government makes a clear
signal about the new “fair” rules in privatization in the
future without revision of past privatization.

Public campaign for explaining what are the new, fair
privatization rules and how this can be assured.




finization through new channeling
Siaprivatization proceeds

- -
Lobtely to thepeople tor what the privatization

Imponanireionms (like pension, health sector
reform, eduication)

Dimimish the growing public deficit - burden for
next generations




e e companies owners of the land
plots; tii located on, maybe not immediately

but 1

Rieasens: St companies are much more secure and
their credibility 1s higher (collateral). The local
governments need these regulations, too.

aiuture. Legal and economic procedures.

Possible ways out - installments and other forms of
long term payments.




and address 1ssues of national
secut distrategic mterest using a case by case
mechanisie

Even more important: remove all other impediments
in the regulatory environment of business that

discourage foreign investors.




-

f 4 -
& ¥

uivery much for your
attention !




