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There is no doubt that the concept of privatization has become one

‘of the most repeated concepts in the formal statements of ‘many

countries in spite of the differences in their economic and political
systems and the main national economic indications in each. Though
privatization process expresses a distinguished Public policy, it differs
from any other policy, as it requires; a special preparation, an accurate
decision making process, a flexible implementation tactics, and an
advanced evaluation methods..

From this perspective the researcher tried through the thesis to
achieve two goals; The First is to design an ideal framework for the
measutes which the global privatization experiences had proven to be

‘essential for a successful management of a privatization program. The

Second is to evaluate the management of the Egyptian privatization
program taking into consideration, legal and organizational aspects
conducting the program and the general framework laid down by other
couitries that experienced and applied the same policy.

Therefore, this thesis tried to answer a number of questions:
~-What were the different techniques of privatization adopted world
wide and what are the criteria of choosing among them ?
-How would a privatization program be efficiently managed’7
-What are the major obstacles for privatization?
-Has the Egyptian government succeeded in creating accurately a
legal and organizational framework for privatization?

~Was the Egyptian privatization process carried by the government

coping with the existing legal and organizational framework?
-Has the Egyptian privatization program been aware of the interest of
the basicgroups and classes affected by its implementation?

The thesis is interested in three main ideas :

-Tirst: The adoption of privatization program means that a change had

occurred in the economic role of the state ; the state is no longer
the responsible for development process , the private sector will
participate with the government in this responsibility; this means
that the decision makers inclined to feel that the role of the state -
in this aspect is no longer appropriate.



RN

g

Second: Privatization does not mean getting rid of the whole public
sector entities. However, this impose a question about the
role of the public sector in the future, and in which fields

would the public sector remain doing ? What would be- the
nature of its role ; is it monopolistic or competd‘uve 7 and
would its role be just a strategic one till the private sector
takes over? Would there be a definite border betweern the two
sectors or there would always be intersection areas?

Third: Though privatization seems to be the most efficient solution in
the allocation of the resources , since the public sector was
affected by the decline in the econornic and social pollcles asa
whole , but .that does not explain the bad peiformance of the
public sector and the failure of all the attempts to improve its-
performance. So, it. seems essential to transfer part of the state
properties to the private sector which has adopted Pure
Profitability approach instead of the Cost- Benefit Analysis
which is adopted by the public pl‘O_] jects.

\

The study Was__ba_sed on a number of facts:

First: The thesis deals with the privatization of full or partially owned
enterprises which are known in Egypt as public business sector
enterprises.

Second: The study covers the period from June 1991 to the end of
1995.Though the researcher had to cross the tlme 11m1t
occasionally.

Third: The study presented the different terms of the transfer process
from the public ownership to the private sector; which translated
the English name (Privatization) into an Arabic one, but at the
end the term “Khas-Khasa” in Arabic was the most popular and
accepted among the officials in the Egyptian Case.

Fourth:The thesis defined privatization as the transfer of ownership of
the state-owned entities to the private sector. within the
framework of comprehensive policies dirning at maximizing the
role of the private sector and at adoptmg the market economy,
or 1entat10ns
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| The Thesis consists of an Intfroductibn,
- Two Parts, and Final Results as follows:

Introduction: Theoretical Framework

First Part : Privatization Program Management
Chapter I : Privatization: The concept and motivations
Chapter I : Privatization: Techniques and Determinarnts
Chapter III : Implementation Privatization: Process & Action Plans
Chapter IV : Privatization Obstacles and Challenges |
Second Part : Egyptian Privatization Experience
: The Egyptian National Econnomy: Public-Private Sectors
Relationship |
: The Egyptian Privatization Program : The Institutional
& Organizational Aspects
Chapter III: Implementation of the Egyptian Privatization Program :
Case Studies |
Chapter 1V : The Egyptian Privatization Program Evaluation

Final Results and Recommendations

The thesis proposed an action plan for privatization management.
The plan included a number of mechanisms and executive skills and
concentrated on certain issues:

First: Although some countries are pushed by international donor
organizations ( on the top of which are the IMF and the World
Bank) to adopt a policy for privatization program, this does not
mean that these countries are not in real need to adopt this policy, -
as the internal motives are very effective. Though there are a
number of public projects that are successful and efficient , tliere
are also a lot of projects that are a source of constant loss and thus
privatization is the way to upgrade the overall efficiency.

By privatization the political effects would not have any influence
on these projects, and The decision making would be a result of
compromising the economic aspects only, taking in consideration
the market regulations , that will magnitude the profit value and
attain the best allocation of resources. The privatization is also



jooked atas abudget support and a way out of liquidity problem
through getting rid of the subsides submitted = to the public
sector , and providing instantly  governmental revenues
through privatization proceeds and taxes. - '

Second: The Thesis defined and analyzed different privatization
techniques as public offer of shares, private offer of shares,
selling of assets , selling shares to the Employee
Shareholders Association (ESA) , debt-equity swaps, and
“liquidation. Also it presented a number of preliminary
measures taken by government to prepare the political ,
economic and social atmosphere for the implementation of an
overall privatization program in a later stage.

Third : Choosing an appropriate technique for privatization is a very
complicated issue that depends on laying down a balanced
formula between different contemplations such as the
government objectives, the organizational form -of the
enterprises and its financial and legal situation, the political
and social status of the country and the level of the capital
market performance and progress.

Fourth: The thesis highlighted a number of organizational forms for the
bodies which will manage the privatization prograin. It stressed

“on the necessity of compromising between the centralization

and decentralization policies in decision making and
implementation . It emphasized on the importance of dealing

_with the international experiences in this aspect reasonably

and  with flexibility , also on the importance of ‘the
periodical revision of the organizational forms and procedures

used, and ascertain that the organizational form is taking into
consideration the objectives and requirements of the

government and the interests of the investors and all the
involved parties. ' E

Fifth : The researcher pointed out the importance of organizing and
controlling the foreign expertise needed in the privatization



process ; the role of these consultants , in different phases , the
methods of appointing and rewarding them.

Sixth: The study emphasized on seven major consecutlve steps for

privatization :

- Business environment analysis - :

- Underhmng the objectives and principles of prlvatlzatlon

- Drawing a legal framework |
- Determining the sectors to be included in the privatization program -
- Evaluation of state owned enterprises.

" - Classification of enterprises owned by the state.

- Laying down a schedule for implementing privatization

Seventhi: The thesis ascertained the impoitance of controlling the

Eighth:

privatization process through phases that begin with
describing the status quo of the firm ; then re-organizihg the
legal frame through dealing with the rights of the credits,
loans guarantees, contracts , and the legal status. The financial
frame would be re-established theh according to the financial
positions , then the labor conditions would bé revised to make
sure that the management is being co-ope‘rative especially in
the large units. \ '
The study presented a number of international experiences in
which the members of board have been replaced by other
members believe in the idea of privatization.

The thesis emphasis on the importance of supervising the
privatization process as an vital activity carried out by the
management to ensure the realization of the process objectives
with the minimum costs , as the first reaction fot privatization
would be an obstacle if there appeared to be any
misbehavior . The study named a number of supervising
techniques according to the international experiences. It also

‘mentioned that the supervision role should terminate by the

end of the selling phase, as the post privatizatiosi role throtigh
the fulfillment of the mass demands, supply information ,
preparing reports about the realization of the objectives of
privatization, and evaluation of whether or not the legal



requirements had been achieved. The study stated the skills of

the members of the supervision entity respon31ble for the
privatization.

Nmth The study discussed the labor issue as one of the most important
obstacles that faces the implementation of privatization , a
number of mechanisms -that the government could adopt while-
managing the privatization- were presented, on top of which the
media campaigns , and planes of re- employment adopted by
some countries during their experiences in privatization.

Tenthi: The study emphasized on the necessity of limitation of the
political problems that could be raised as a resiilt of
privatization , the government must work hard fo minimize the
political opposition , as well as taking the right procedutes that
will lead to a privatization program that is accepted by the
people. The study named the soutces of the political problems ;
the parties, the pressure groups, and the mechanisms that
should be followed by the government , it trled to visualize the
opposing points of view that are usually used as an essential
approach while attacking the privatization. :

Eleventh: The study affirmed the importance of adopting the required
. policies to adjust the economy to conform with the.
privatization through the increasing of the local saving , the
decreasing of restriction applied on the exterhal investment ,

the constant improvement of the capital markets, and

seriously handling of the debts of state-owned enterprises, as

well as seeking financial resources that could help in the

‘ 1mplement1ng privatization process.

In the second part ; that deals with the Egyptiai case , the
researcher referred to the developmerit of the public owneiship in

Egypt and the establishment of the public sector , throughout the
recerit history , thus to revise two major aspects:

First: the nature of the economy ,whether it depended on the government
or the prlvate sector. :



Second: The orgamzatlonal form of the companies duung the different
phases.

The study also described the legal and organizational frame of the
Egyptian privatization program , and presented a complete data base was
collested from the holding companies (17 HC), the technical office of the
public sector, the United States Agency for Interhational Developméht
(USAID) mission in Cairo, it contained the privatization processes
accotplished till the beginning of 1996 in its different shapes , the
affiliated companies offered for privatization in 1996-1997 program, the

affiliated companies that would be offered for privatization in the future,

and the companies with accumulative losses that would be re-striictured .

The study presented four detailed study cases , sale of t_he assets of
El-Nasi Boiler & Pressure Vessel Manuf.Co., sale of the Shares of the
" public company for works and land reclamation, private sale of the

ghares of El- Amerla Cement Company, and El Sharkia tobacco
Company.

The study summarized a number of results that ate considered an
assessment for the Egyptian privatization program, some of which are
considered. points of strength in the governmental management of the
program, the others are the weak points as follows:

First: The labor .situation is a main obstacle for the Egyptian
privatization program, as it is expected that the layoff among the
employees during privatization may reach 122 thousand and 680
employee, according to the most conservative estimations, and
105 thousand if we excluded those who are over 55 years old , up
till now -the government was able to deal with-the situation
positively,that means a complete awareness of the importance of
the labor situation both~ socially and politically. This is
accompllshed through the constant soothlng of the labors and
their unions, the re-structire of the companies offered for .
privatization as it was mentioned hereafter when referrmg to -
the re-structure of the labors in Alexandria Shipyard company
offered for sale in 1996 program, as well as taking the labor
circumstances into consideration when implementing the -



privatization process on condition of providing the buyer jobs for
the labors for three years and he would be obligated to increase
the investments and to expand during the same period to be able
to employee more labors. Any delay in the liquidation process
and the expanding in selling shares to the employees will not be
in his favor. However some employees faced a number of

individual problems especially in El-Nasr Boiler and Pressure
Vessel Manuf. Co.

Second: The public sector enterprises debts are constitued a major
obstacle for privatization process. The studt refers to many
assessment about the debts of the business public sector , but
the most probable official estimation is that the debts ate
about 66 billion Egyptian pounds , 37 of which are debts due
to the banks specially the governmental banks , and the rest of

“the debts are due to holding companies , the other publlc :
sector companies and the governmental institutions and
organization.

The study emphasized on a relative success of the
government in dealing with debts problems in number of the
companies by applying a number of methods:

- Selling of the non-productive assets of the affiliated companles
through the re-structuring of the public sector companies , iii order to
get rid of those assets - lands and buildings- which their productivity
is either limited or non-existing at all . '

- The full usage of the revenues of selling the afﬁllated companies ,and
supplying the financial resources needed for the re-structute of the
loosing or limited profitable companies , or with delayed debts, also
the affiliated companies can sell their stakes into the joint companies

- with the private sector to pay their debts.

- Issuing bonds by the holding and affiliated companies to obtain the
needed money for the financial re-structure to enable these companies
to pay their debts regularly.

- Transferring of the accumulative indebtedness into contributions in the
capital of these companies to decrease the ratio between the

indebtedness and the capital and improve the financial structure of the



company and thus decrease the interest on the debts and increase the

profit ratio.
The companies of the public business sector in co-ordination
with the Egyptian Central bank and the public sector ministry
are considering the issue of special bonds to cover the debts
due to the banking system , these bonds are to be issiied
guaranteed by the credit banks and the holding companies

~ that own the shares of the affiliated companies .

These bonds should be issued to servethe idea of papering
the debts of these companies with a highier interest than that
of the treasury bonds by about 1-2% . The objective of this
procedure is to replace the old debts by these bonds which
represent a real due paying asset with a high revenue,
whereas the old debts are non-existing or difficult to collect
due to lack of liquidity in these companies.

Third: The revision of the organizational frame of the Egyptian

privatization program shows that it depends on the
decentralization pattern in implementation the privatization
process through depending on the holding companies and the
affiliated ones in performing the essential tasks in the
preparation of the privatization process. The public Sector
Ministry interferes in the vital issues, but that differs from one
case to another. But, the decisions which detetintinied these
processes are very much centralized and are being taken on a
very narrow scale ,They might be through the Business Sector
Ministry only as a deputy for the state in the ownership of the
shares. This could be considered as a successful way in
managing the Egyptian privatization progiam, hence the
holding and affiliated companies have not the needed skills for
taking privatization decision.
It could be noticed that the mgamzatmnal structure of the
holding companies were not adjusted according to the new jobs
mentioned in the law No. 203 for 1991 , it remaitied as before ,
and the job descriptions did not change in spite of the major
changes in both the rights and duties of these jobs.



Fourth: The government could not achieve a public consent for its

privatization program , and there is a wide differerice between .

the political powers and the other powets in the society either.
those who are with or against the prlvatlzatlon policy. Dealing
with the opposing political and social powers was not very
successful mainly because of the generality and uncertainty of
the privatization program declared, and the disability of the
government to take any clear attitude in very esseitial issues
‘such as what is strategically and what is not, selling to the
foreigners, as well as the secrecy imposed by the departments
managing the program.
Also, the privatization policy adopted by the goverriment would
not achieve positive revenue except' in the long and medium
terms, and as far as the short- term is concetiied , the
reformative economists consider it an inflation depression , and
unemployment phase |
This means that the government must convince people with a
program that will low their standard of livirig , and increase the
unemployment percentage. The previous p011c1es thotigh not
very economically realistic, and its non-efficient management -
led to increasing the employmient, and stability of prices; and
that makes it even more difficult for the governiment ;and pass
the way for the opposition to revoke the public opitiion.

Fifth: The structure and features of the Egyptian private sector is
considered an obstacle in the management of the Egyptian
privatization program , a large part of the private sector is seeking
the quick profit and thus concentrate on the shoit tettm and the
service activities , preferring not to link its capital with fixed
productive assets . Though the previous analysis does not fully
apply to the Egyptian capitalism , and emphasize on the existing
of the national capitalism such as the industrial projects in 6th of
October and the Tenth of Ramadan , this capltahsm is not
qualified economically or organizationally to buy the assets of the
public sector which suffer from loss and acctimulative debts . The

privatization reveal that issue clearly . A number of studles
observed that :



- The private sector would buy the assets in a”i’ower price than that
demanded by the government , and requests government to
consider the difference between selling the assets to a local
investor and to a foreign one. The foreign investor considers:
buying this asset a part of his international activity, but the local
investor who would buy the governmient project taking into
consideration the local market , as well as the natutre ofthe
desired projects which was established in an era when the
economical policy concentrated on imports substitution strategies
and thus made these projects non-competitive (monopolistic) .

- Part of the private sector dreads the instability of the political
situation, the non-safety of privatization in view of the
opposition of the political powers , and the possibility of re-
nationalization as in the sixties.

- Some of the wealthy Egyptians are cautious to cont'rlbute in the
assets of the public sector so they would not reveal their actual
wealth and would not provoke the taxation authorities which
will inquire about the sources of this wealth. This will also
confirm the fact that there is a great distortion in the distribution
of wealth in Egypt ,and cause a lot of internal probleins due to the
increase of unemployment and those who lives beyond the
" poverty limit. |

The government constantly encourages the national capitalism
and lessens its fears, it requested its participation in the economiic

decision making as consultants or as membels in high
governmental committees.

- In-spite of all the efforts for privatization , the government was
not successful in selling the selected companies to either the
national or foreign investors. Only two profitable companies
affiliated to the food  industries (Pepsi-Cola and Coca-Cola)
were sold. The only engineering company that was sold ig El

Nasr Boiler & Pressure Vessels Co. , throiigh an agteetitent to

provide its products to some projects executed by the Mmlstry of
~ Electricity.



Sixth:

The financial capability of the private local sector in purchasing
the assets of the public sector offered through the Egyptian
privatization program raises an important question that should be
answer by the government : What has the priority in the
economical reform, the liberalization or the privatization ? If the
government orientation - according to the officials’ statements
ahd the signing the “GATT” agreemeit - is the eliitinationi of
the customs and tariff gradually and permlttmg cbmpetltlon it
would be more difficult to have a foreigi investor who
would buy a profitable projects suibjected to certain cistoiiis
and tariff on the competitive goods while lie is quit cettain that
these tariff will increase in the medium term specially if we take
into consideration that most of the public public sector companies
in Egypt are working undet semi-monopoly situation.

Both of law No.203 of 1991 concerned with the public sector ,
and the law No. 95 of 1992 conceined with the capital market
had an important role in the inaugutation of the privatization -
processes in Egypt , but we must admit that the legal aspects are
still not sufficient , in addition to the legal discussiotis concerning
whether the privatization is constitutional or not, law No. 203
could not be considered a privatization law , it was only &
transitional phase law till the separation of the managetient from
the ownership of the public sector companies. The law lacked all
the rules and procedures through which privatization could be
controlled and supervised. Also the law did not determine neither
a minimum or a maximum for the ownership of shares - in the
listed projects for privatization - by the non‘Egyptian. In the
mean time the procedure and instriiction guide ; though full of
details concerning the government progtam to exterid the
ownership base , but it was not legally obligatoty and could be
neglected by the p10g1 am management stipervisors.

As aresult of the existing of some opposing constitutional items ,
in addition to the non-determined legal aspects of privatization
naturally there was a number of lawsuits concerning privatization
process, either concerning privatization as a whole , as in the case
sued by the “Arabic Nasserist Party”, the “Labor Party” , some



other parties , independents and members of syndicates against

" the Council of Ministers before the administrative Judlmary(

Seven:

first instance ) requiring the suspension of sellinig. The suit also
demanded (in the summary proceedings) the caticellation of
execution of the decisions of Council of Minhisters issiied in 24 of
February 1996 concerning the selling of the ptiblic sector
companies, and the issuing of an execution progréin. Meatiwhile
a number of lawsuits was forwarded stich as the 6ne agairist the
Minister of Public sector and the tatidatory of the holding
company for engineering industries , and the mandatory of the
(steam utilities company) before. (South Cairo court) to suspense
the selling procedures of the assets of the late cotnpany

These legal and constitutional uncertainty led to a numerousness
of the points of view concerning the legal aspects of privatization
, specially on the official level , and that led to suspiciori as far as
prlvatlzatlon in Egypt is concerned.
Since law No 203 of 1991 (article 35) ,authorised Central
Auditing Organization the rlght to supervise the privatization -
process in accordance with its law, which was prior to the
‘government pursue of privatization , and thus ; there was fio
article in this law that stipulates the role of the Central
Auditing  Organizatioti in such aspect specifically the
supervision relies on the extension of the existing atticles. Its
role was to some extent limited and was not founided on firim
bases, such bases were not obligatory for the goveinment ; but
were self- obligatory only.The reports of assets’ evaluation were
submitted to the Central Auditing Organiztion,but its commients
“were not taken into consideration, some times government
officials did not even wait till the reports are sent back,that was
obvious during working in this study.
The above mentioned facts reflect the decline of the role of the
a supervisor on behalf of the legislative power and hefice of the
people , the decline of the role reflects the centralization

practiced by the executive power in decision making cqncemxng'
 the selling of the assets of the public sector , which conflict with



the principles that must be adapted in the p,riVatization program
such as publicity, trust, and transparency.

Eighth: The study affirmed the absence of certain published rules to

Ninth:

organize the dispose the revenues and proceeds of the selling

through law No, 203 of 1991 or the instruction and procediires:
guide issued by the technical office of the public btisiness sector .
There are a conflict in points of view concerning that subject,
some prefer to setaside a large portion for the coinpensation of
the employees who would suffer from pr1vat1zat10n others prefer
to pay off the debts of the affiliated companies ; while some
would rather reform the financial structuré of affiliated
companies to enable them to ircrease the productivity and
efficiency . There are also those who would rather pay patt of the
public debts of the state, or contribute in the gerieral budget of the
state to serve some somal objective.

By the end of 1996, the distribution of the sellmg proceeds was
as follows:

- Approximately 40% of the proceeds was dlrected to paying off -
the debts of the public business sector companies. -

- Approximately 10% of the proceeds was directed to attribute
loans from the holding companies to the afﬁllated compames

- 10% - 20% was deposited in'banks.

- 25% - 30% remained with the debtor paxts one of them is the

- sharing labors’ union .

- 7% - 10% contribution in new joint companles with the prlvate
sector or the increase of capital in the affiliated compameo

‘In spite of the efforts of the public Sector Minister through its
technical office and the assistance of the foreign and local
expettise  in evaluation of the assets of the public sector
companies, many evaluation processes were biased and many
mistakes were appeared in the market studies, and choosing the
tight time to offer as follows:



- The large dissimilarity between the values of the shares in the first and
second issue in the case of “El-Ameria Cement Company” as
inentioned before.

- The extraordinary dissimilarity in a lot of the issue processes between
the issued shares and the demand , for instance the shares of the
“Painting company” was covered by 900% the shares of “El Amietia

* Cement Company “ by 450% ;the shares of “Alexandria Medicines”
by 1500% , the shares of the “Extracted Oils” by 1100% atid the
“Egyptian Cables” by 700%.

- In the same time the Egyptian government failed through the ﬂoatlng of
the shares of “Heliopolis Company for Housing atid Consttuction” to

cover the issue because of the exaggeration of the shateb ptice , only
30% of the shares were demanded .

The previous retreat in the stock market was due to the
exaggeration in the prices of the shares of the conipatiies which
were first issued. The investors bought the shares ; the matket had

~ to play its role and the prices ought to retutn to its normal value ,
and that led to the decline in the stock market index ,and a great .
number of the investors  withdrew from the stock market after
they lost 25% of their investments due to the dectease in the
prices, in addition to the spectilation process that occuired in the
stock market on a large scale due to the dissimilarity between the
supply and demand throughout the issue processes.

Finally, there are some important comments that should be mentioned :

1-The problems that arose during the Egyptian privatization program
processes on different levels do not imply that the substitute is to glve
up the privatization policy in Egypt for two tedsonis ; First :
process already started and should not be terminated ; Sécond : th_e
state proved - through the public sector - to be incapable of mdnaging
productive units in a dynamic way, this conclusioti does not apply on

the Egyptian experience only , but also on all the publlc sector in the |
west and east.

2-The existing of some errors in the management of the Egyptian
privatization program is very normal, it is a new experience in Egypt .
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and throughout the world , the previous experiences - mentioned as a
references in countries such as Britain , France, or the United States of
America - succeeded through experiments , hence the learning from
failure is essential to apply a successful privatization policy.
The above 'mentioned etrors do not mean that the mahagement of the
Egyptian privatization program had not some positive points and
achievements. The Egyptian privatization experience is evaluated
compared with the International experiences which had already
achieved her objectives The Egyptian Experience benefited from
these experiences to improve the program and to support its
mechanisms to achieve its objectives.
The political dimension must be taken into consideration while
evaluating the management of the Egyptian privatization program,
hence it impose a number of restrictions on the decision making
process. The government , though convinced with the idea of
privatization, considers the political stability a priority , even if it had
to neglect some economic and administrative measures sometimes,
and concentrate on the political aspect, which affect the efficiency of
managing the program.
Finally, the criticisms of the Egyptian prlvatlzatlon program are not
directed to the employees working in the program or their honesty
and loyalty , they are directed mainly to the administrative policies
and methods applied in the program thanagemetit aiming to develop
the program. The researcher submitted a nuimber of recotrimendations
that could - from his point of view - solve the existing problems.

Hence the study summarized the evaluation of the Egyptian

privatization program , and presented the positive and hegative features ,

it

is only logic to concentrate on the positive features and to spare fio

effort to strength the negative features. Therefore, the researcher offered
a humber of recommendation as follows:

First: The previous evaluation process showed thie absence of a general

frame work, which is controlling the privatization process , hence
the law No. 203 of 1991 gave the holding and affiliated
companies the permission to sell their -assets , but did not
determine the general framework of this policy, and the basic
rules of its execution. Therefore, the researcher recommended the



issue of law for the privatization which would support the law
No. 203 , determine the general framework and terminate the
causes of conflicts. It would also determine the strategic and non-
strategic sectors , the limits of selling to foreighers , the usage of
the proceeds of selling the compariies, and the labots’ rights. This
law should be issued through the participation of the different
groups and parties that are related to the subject; labor
leaderships, political powers, and representative of the private

and public sector in order to achieve consensus or public consent
for the applied policy.

Second The study agrees with the other studies upon how the evaluation
of the assets. represents an essential obstacle in the privatization
process , as the exaggeration wotild tiean the withdiaw of the
buyers, and the underestimation would lead to the loss of the
public funds. Therefore, the study recommended forming a high
committee including all the representative of the holding and
affiliated companies for "the evaluation of the assets. The
coimmittee should also include representatives froin the Cetittal
Auditing Organization, the stock matket otgatiization, ;and sotie
of the businessmen, the bankers, the finaticial expettise, the
legal consultants who would be chosen according to extretnely
firm rules, their jobs should not be preparing the preliminary
reports for the evaluation, but to comment on the ieports
submitted by the different authorities and to summarize all the
reports in one conclusive repotts agreed upon by two thirds of
the members of the committee at least.

Third: It was clear throughout the study that the supervision role is
inefficient,therefore the study recommended that the role of the
Central Auditing Organization should be obvious as a supetvising
institution, by changing its law and determine its role in
supervising the privatization process accurately,so that the law
No. 203 (article 35) could by applled successfully

Fourth: The thesis recommended that the program must double its.
efforts to re-structure the labor situation in the pubhc business
sector companies, it addition to supply the fiharicial soutrces



g e

Fifth:

,Sixth:

that would help in the early retirement programs , it should not
contain a number of doubtful conditions which the employees
might suspect . In that aspect, the thesis emphasized on the
importance of directing a suitable amount of the proceeds of
- selling the government assets toward the restructure of labor
situation in the public business sector companies to suppott of
the financial status that represents a great obstacle iti applyitig
the early retirement program, and not to depend only oi the
loans and grants submiitted by the Social Development Fund.

The thesis recommended that the general legislation must be
developed to match the new economic policies ; the couits’
procedures and systems should be chatiged to offer effective
protection to .those - who need it , as Wwell as protecting the
consumer through the legislation that permit the compeétition and
prevent the monopoly to exclude the exploitation , and the )
possibility of manipulation in the market . Also the legislation of

the financial, commercial, investment , importing matters, the tax
legislation, and the working rules of governmental organizations
that deal with the private sector such as the taxes, the supervision

‘on specification ,the customs and the real estate registration.

The thesis recommended that efforts should not be spared to
inctease the harmony between the financial policy and activation
of the stock market , hence this harmoiy is important for
privatization. Law No.95 of 1992 article 11 dictated that if the
selling price of the shares exceeded the price of the buying price,
it should subjected to tax by 2% of the increase , the share holders
would preserve the ownership of their shares , instead of
citculation of the shares, and thus restrict the activity of the stock
matket . The government depends on the mmechatistiis of treasury
bonds to apply its depression policy ., which led to sever

‘competition in the stock market shares ,as a lot of the thonetary

institutions kept a lot of the bonds in its motietary wallet to
guarantee the revenue and av01d the rlsks in the other stock
market shares.



Seventh: It is important to motivate and activate the stock market,

therefore, it is highly recommended by the thesis that the
information system must be developed and supported, also
the sustinable development of the financial and accounting
rules, in ordet to achieve a successful inipleientation of the
existing tules in the international stock matkets. There is a
great need for the rapid registration and transfer of the
ownership procedures |, the broket should be prevented from
dealing with the stock market shates before the transfer of
ownership is terminated . This will liniit the activity of the
stock market since the shares which are circulated while
waiting the procedures of registration are more attractive and
provoke more circulation. Therefore, the sttidy recommended
the encouragement of establishment of special stock market
according to the law No. 95 which mearns less bureatictatic
system , and a rapid circulation of the stock market shares in
addition to a provoked atmosphere that would attract more
investments.

Eighth: The study recommend that more attention should be given to

Niiith:

refining the public sector companies of her shares in the
owhnetship of the joint companies as soon as possible , as the
statistics show that the percentage of conttibution of the public
sector in these companies is increasing , and this is agaitist
privatization in spite of the fact that it will increase the liquidity
of the public sector companies which would enable these
companies to reform their financial situation ; and extend the
existence of the private sector in some ron-strategically sectors
which it participated in before privatization , all of which will
form a group of companies which belong to the private sector ;
and who will be qualified to buy the assets of the public
business sector later on.

The study observed that it is very essential to chiarige the
organization structures of the public busihess sectot companies
or at least adjust the job descriptions as far as the jobs connected
with privatization in these companies are coicerned ; ds well as
the constant training of the individuals in these comtpaiies as



their role would need skills and special knowledge. These
affiliated companies which worked for three decays, lack the
practical and organization skills , also the organizational
structures still the same as those applied in the holding
companies , in spite of the basic changes in the holding
companies jobs. "

Tenth: The study recommended that the media and campaigns should
be more effective according to the rules tientioned before i
dealing with ‘labor sectors and the opposing political powets to
gain as much support as possible to enhance the privatization
program. In this aspect , we must emphasize oni honesty ,
absolute truthfulness, and to try to convince the mass without
any deception .

The researcher regards his recommendations aid siiggestion in
additioii to all the mentioned experiences and  kihowledge’s a
coitribution to support all the efforts granted ~ to develop the
governmient’s performance in the execution of the Egypftiar
privatization program which is considered a miile sione in the
goveinrient’s plan for development.
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studies, April 1995, PP.7-8.
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Table (1) .

—

Egypt: Structure of Private Sector Investment by Economic Activity
1982/83 - 1991/92

(Percent)
Flscal Year 82/83 83/84 84/85 85/86 86/87 87/88 88/89 | 89/90 90/91 91/92
Sectors % % % % % % % % % %
Agriculture & lrrigation 3.8 3.2 54 4.9 4.2 10.4 10.1 10.0 8.0 7.8
Industry & Mining . 16.4 18.7 22.7 24.7 29.0 304 25.2 25.8 24.2 23.2
Petroleum & its Products 33.6 305 . 26.3 22.3 20.0 19.7| 20.8 22.6 26.5 25.6
Electricity 0.3 0.1 0.2 0.2 0.2 . . -1 . .
Construction 2.2 2.2 1.2 1.2 1.7 1.2 15 1.9 1.9 22
Total Commoditly Sectors 56.3 547 55.8 53.3 55.0 61.8 57.6 60.3 60.6 58.7
Transportation & Communication 9.6 8.3 8.0 8.2 6.2 55 5.6 5.3 4.6 4.3
Suez Canal E 4 . . 4 4 ¥ < T 4
Trade }
Finance } 6.4 3.8 3.1 2.4 2.7 3.0 2.7 . 2.9 3.1 3.3
Insurance } _ —
Tourlsm (Hotels & Restaurants) 5.1 8.4 6.7 6.5/ 9.2 7.6 6.6 7.1 6.8]: 6.9
Total Services Sectors 21.0 20.5 17.8 17.1 18.2 16.1 14.8 15.3 14.5 14.5
Houslng (Real Estate) 21.8 23.0 242 241 25.3 21.0 26.5 23.3 23.7 254
- 1Public Utilities - 4 - . o d 4 . . 4
Educalion Services 0.4 0.7 0.7 0.5 0.4 0.3 0.3 0.3 0.3 0.7
Health Services 0.3 0.6 - 0.9 0.6 0.8 0.6 0.5 0.5 0.5 04
Other Services 0.2 0.5 0.6 4.3 0.4 0.2 0.3 0.3 0.4 0.2
Total Soclal Services Sectors 227 24.8 26.4 29.6 26.8 22.1 27.6 24.4 24.9 26.8
Grand Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Calculated from Minlétry of Planning figures.
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Egypt: Private Sector Investment as Percent of GDP by Economic Activity
1982/83 - 1991/92

- (Percent)
Flscal Year 82/83 83/84 84/85 85/86 86/87 87/88 88/89 89/90 90/91 91/92

Seclors % % % % % % % % % %
Agriculture & Irigation 05 0.4 0.7 0.6 05 1.3 13 1.1 0.8 0.7
ndustry & Mining 23 24 27 3.1 3.3 3.9 33 27 24 241
>etroleumn & its Products 4.6 3.9 3.2 2.8 23 25 2.7 24 2.6 23
Zleclricity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Zonslruclion 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
K'otai Commodity Sectors 1.7 7.0 6.7 6.6 6.4 8.0 7.5 6.4 6.0 52
ransportation & Communication 1.3 1.1 1.0 1.0 0.7 0.7 0.7 0.6 0.5 04
suez Canal . 4 . . 4 . . - -
rade }
‘Inance ) 0.9 0.5 04| 0.3 0.3 04 0.3 0.3 0.3 0.3
nsurance } ,
‘ourism (Hotels & Restaurants) 0.7 141 0.8 0.8 1.1 1.0 0.9 0.8 0.7 0.6
‘otal Services Seclors 2.9 2.6 22 2.1 2.1 2.1 1.8 1.6 14 1.3
{ousing (Real Estate) - 3.0 29 29 3.0 29 2.7 34 2.5 23 2.3
>ublic Utilities + 4 . 4 1 8 8 8 1 .
Zducatlon Services . 0.1 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.1
lealth Services 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.0
Jther Services 0.0 0.1 0.1 0.5 0.0 0.0 0.0 0.0 0.0 0.0f
‘otal Soclal Services Sectors 3.1 '3.2 3.2 3.7 31 2.9 3.6 2.6 25 24

13.7 128 12.1 12.4 11.6 12.9 13.0 10.6 9.9 8.9

srand Total

source: Calculated from Ministry of Planning figures.

\




. Table (3)
Egypt: Private Sector Investment as Share of Total Investment
By Economic Activity; 1982/83 - 1991/92

- Fiscal Year 82/83 83/84 84/85 85/86 86/87 87/88 88/89 89/90 90/91 91/92
Sectors \ % % % % % % % % % %
Agriculture & Irrigation 1.5 13 2.1 1.9 1.6 3.8 4.6 4.2 34 3.6
Industry & Mining 6.7 7.6 8.9 9.5 11.3 11.2 11.6 10.8 10.3 10.8
Pelroleum & its Products 13.6 12.4 104 8.5 7.8 7.2 9.5 9.5 11.3 11.9
Electricity 0.1 0.1 0.1 0.1 0.1 - » . 4 .
Construction 0.9 0.9 0.5 0.5 0.7 04 0.7 0.8 0.8 1.0
Total Commodity Sectors 22.8 22.4 22.0 20.4 21.5 22,7 26.4 25.2 25.8 27.2
Transportation & Communication 3.9 34 3.2 3.1 2.4 2.0 25 2.2 2.0 2.0
Suez Canal . - . - - - - - 1 .
Trade }

Finance } 2.6 1.6 1.2 0.9 1.1 141 1.2 1.2 1.3 1.5
Insurance }

Tourlsm (Holels & Reslaurants) 2.1 3.4 26 25 3.6 2.8 3.0 3.0 29 3.2
Total Services Sectors 8.5 8.4 7.0 6.5 7.1 5.9 6.8 6.4 6.2 6.7
Houslng (Real Estale) 8.9 9.4 9.5 9.2 9.9 7.7 12.2 9.8 10.1 11.8
Public Ulilitles - . - . , J . o 4 -
Education Services 0.1 0.3 0.3 0.2 0.2 0.1 0.1 0.1 0.1 0.3
Health Services 0.1 0.2 0.3 0.2 0.3 0.2 0.2 0.2 0.2 0.2
Other Servlces_ 0.1 0.2 0.2 1.7 0.2 0.1 0.1 0.1 0.2 0.1
Total Soclal Services Sectors 9.2 10.1 104 11.3 10.5 8.1 12.6 10.2 10.6 12.4
Grand Total 40.6 . 40.8 39.5 38.3 39.1 36.7 45.9 41.9 42.5 46.4

Source: Calculated from Ministry of Planning figures.




Table (4,)

Egypt: Public & Private Sector Gross Value Added At Factor Cost
by Economic Aclivily, 82/83 to 91/82

31,622

{current LE,000,000)
Fiscal Yoaq 1982/1983 19683/1984 198471965 1085/1966 1986/1987
Soctors Public Privatle Tolal Public Privale Tolal Public Private Tolal Public Private Tokal Public Privale Totsl
Agricutura & Jrigation 78 4,988 5,066 103 5619 . 5722 123 6,257 6,380 133 1,536 7,669 140 8971 10,111
Industry & Mining 2.059 1,207 3,266 2,393 1,657 4,050 3.059 2,207 5,266 3,513 2.838 6,351 4,065 4,072 8,137
|Pstroleum & its Products 2,193 639 2,832 2,531 698 3,229 2.814 767 3,581 2,506 678 3,184 1,35 517 1,873
Electricity 161 0 161 ‘229 0 229 316 [v] 316 465 0 465 528 (1] 528
Construction . 593 753 1,348 586 996 1,582 703 1.173 1,876 803 1,495 2,298 981 1,831 2,822
Tolal Commodity Seclors 5,084 7.587 12,671 6,842 8,970 14,812 7.018 10,404 17,410 7.420 12,547 19,067 7,080 16,301 23,4714
Transportation'§Communication 1,038 701 1,819 1,295 899 2,194 1,400 1,018 2,427 1,607 1179 2,786 1,821 1,382 3,20
Suaz Cansl 682 0 682 687 0 687 652 0 652 746 0 T46 840 1] 840
Trade 1,009 2,313 3,382 1,233 3,085 4,318 1,394 4,128 5,522 1438 5,635 1.073 1,651 7,288 8.839
Finance 762 269 1,031 930 332 1.262 1,14 322 1,456 1,370 408 1,178 1,671 501 2.472
Insursnce 24 5 29 23 7 30| 28 7 35 28 T 35 30 7 3
Toutism (Hotels & Restaurants) 57 225 282 64 261 325 4 302 3716 66 267 Kk k] 81 368 459
Total Services Sectors 3,672 3,653 1,225 4,232 4,584 8,816 4,691 8,777 10,468 6,255 7,496 12,7161 6,004 0,646 156,850
Housing (Real Estate) 62 350 412 65 403 468 7 450 522 79 504 583 100 1.425 1.525
Pubtic Utilties 45 [¢] 45, 72 0 72 109 0 109 135 0 135 154 0 154
Soclal Securty M 0 34 7 0 7 A5 0 45 51 0 51 39 0 39
Governmental Sorvices 2,650 0 2,6% 3,164 0 3,164 T332 0 3,732 4,111 0 4,111 4,436 0 4436
Social & Personnal Servicas 4] 1,453 1,453 "] 1,888 1,888 [o] 2,459 2459 0 3,205 3.205 0 4,160 4,160
Total Soclal Services Sectors 2,791 1,803' 4,584 3,338 2,201 6,820 088 2,009 6,887 4,378 3,709 8,088 4,720 6,585 10,314
Grand Tolal 11,447 13,043 24,490 13,412 15,845 20,257 15,664 19,000 34,764 17,051 23,182 40,603 17,813 40,3318

Sourcae: Minisiry of Planhing

(conl'd...)




Table (4;)
Egypt: Public & Private Sector Gross Value Added At Factor Coet

by Economic Activity, 82/83 to 81/92

(current LE,000,000)
Fiscal Y 1687/1988 1688/1989 1086/1990 1990/1991 1001/1092

Sectors Public Private Tolal Public Private Total Public Pnvate Yola Publc Pnvale Tolal Public Privale Total

Agncultue 181 10,035 11,116 208 14,100 14,395 ns 17,510 17,735 245 18,865 19,110 265 21,418 21,680
iIndustry & Minng 5313 5,000 10,403 | 6,290 6.955% 13,245 1,220 9.042 16,262 7,795 10,225 18,020 9,105 12,625 21,730
Petroleum & s Products 1,990 599 2,589 1,834 549 2,383 3,000 816 3,008 8,988 2,011 10,999 10,759 2240 13,008
Ebdrigﬂy 675 0 678 775 0 775 1,033 0 1,033 1,508 1] 1,506 2220 0 2220
Corstnuction 1,125 2117 3242 1276 2,795 4,071 1,487 3507 5,054 1,650 3978 5.625 1,964 4,771 6,735
Total Commodity Sectors 0,284 - 18,141 ‘ 28,025 10,380 24,489 34,860 13,025 30,065 43,800 20,184 35,076 85,260 24,313 41,080 85,373
Trarap. & Commun. 2213 1,683 3,956 2,732 2255 4,987 3213 2961 6,174 3.623 328 68,948 4,540 4,170 8710
Suaz Canal 048 1] 248 971 . ] o7 1,810 0 1,610 4,371 0 43714 68,125 [+] 8,128
Trads 1,702 8,570 10272 1,031 11,500 13.442 .25 14,483 16,708 2,520 18,421 17,041 2,230 19,600 21,730
Finarce 1.957 615 2,572 2,103 800 2,903 2,432 046 3,378 2,635 1,080 3,718 3,218 1,330 4,545
I ance . 23 18 41 31 20 51 35 23 58 40 26 66 48 30 16
Tounsm (Holels & Restaurants) 163 697 860 199 1.040 1.238 265 1.68% 1,050 145 176 921 370 2,050 2,420
Tolal Services Sectors 7,066 11,583 18,649 7,069 16,624 23,603 9,780 20,008 '29,8" 13,34 20,625 33,982 16,528 71,080 43,608
Housing (Real Estate) 105 1,554 1.650 111 1,706 1817 119 1.851 1.970 124 2,017 2,141 1727 2223 23%
Puble Utities 196 0 196 pak 0 233 271 0 271 S 0 WS 401 1] 401
Social Securty [5] 0 50 60 o 60 68 0 68 iy 0 ” 14 [} 87
Governmental Secvices 5318 1] 5318 6,308 0 6,398 7.573 0 7.573 8275 0 8218 0,345 0 0,345
Social & Personnal Services 0 4,733 4733 [} 6,200 6,200 [} 7.825 7,825 [ 8,680 8,680 0 0,805 9,805
Tota!l Sockal Services Sectors 6,660 8,287 11,958 6,802 7,908 14,708 8,031 0,678 17,707 8,821 10,807 19,518 9,060 12,118 2,078
Grand Total 22,019 36,611 58,630 25,151 48,019 73,170 - 30,838 80,730 01,875 42,330 68,401 108,740 60,709 80,258 131,087




Table | 5)

Egypt: Share of Private Sector in Gross Value Added by Economic Activity,
1982/83-1991/92

(Percent)
Seactors 1982/83 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92
% % % % % % % % % %
Agriculture 20.4 19.2 18.0 18.5 20.2 18.7 19.4 19.1 174 16.3
Industry & Mining 4.9 5.7 6.4 7.0 8.3 8.7 9.5 9:8 9.4 9.6
Petroleum & lts Producls 2.6 24 2.2 1.7 1.1 1.0 0.8 0.9 19 1.7
Eleclricity ] ‘ 1 - - . - * - . -
Construction 3.1 34 3.4 3.7 37| 3.6 3.8 3.9 37 3.6
Total Commaodity Sectors 31.0 30.7 29.9 30.8 33.2 32.0 33.5 33.8 32.3 31.3
Transportation & Communication 32 3.1 - 2.9 2.9 2.8 29 3.1 3.2 3.1 . 3.2
Suez Canal ; i ] ; 1 . 1 ] ] 4
Trade 9.7 10.5 11.9 13.8 14.8 14.6 16.7 15.8 14.2 14.9
Finance 11 1.1 0.9 1.0 1.0 1.1 1.1 1.0 1.0 1.0
Insurance 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
~ |Tourism (Hotels & Restaurants) 0.9 0.9 0.9 0.7 0.8 1.2 14 1.8 0.7 1.6
Tolal Services Seclors 14.9 15.7 16.6 18.4 19.4 19.8 214 22.0 18.0 20.7
Housing (Real Estate) 1.4 1.4 1.3 1.2 2.9 2.7 23 2.0 1.9 17
Public Utilities ] - . - : - ; - 1 1
Social Security 4 . - 1 1 : . . . .
Governmental Services 4 . . 1 4 - . 1 1 .
Social & Personal Services 59 6.5 7.1 79 8.4 8.1 8.5 8.5 8.0 1.6
~|Total Soclal Services Sectors 7.4 7.8 8.4 9.1 1.3 10.7 10.8 10.6 9.8 9.3
Grand Total 53.3 54.1 54.9 58.2 63.9 62.4 65.6 66.3 61.1 61.2

Source: Calcutated from Ministry of planning figures.



Egypt: Employment Public & Private Sector, 82/83 to 91/92

(.000)

Fiscal Yea 1982/1983 1983/1684 1884/1885 1985/1888 1986/1987
ectors Public Private Total Public Private Yotal Publle Private Total Public Private Total Public Private Total
gnculture & Irrigation 115 4,026 4,141 116 4.071 4,187 117 4,115 4,232 118 4,159 4,277 119 4,211 4._330
duslry & Mining 813 517 1,330 791 594 1,385 761 676 1,437 792 699 1,491 819 734 1,553
atroloum & fts Products 17 7 24 18 7 25 18 8 26 21 7 28 21 9 30
oclneity 66 1 66 68 1 68 12 ~ 72 75 4 75 81 1 81
anstruction 169 389 558 175 413 588 187 433 620 195 461 656 199 491 690
olal Cornmodity Sectors 1,180 4,039 6.110 1,168 5,085 6,253 1,155 5,232 8,387 1,201 5,326 6,527 1.239 5.445{ 6,684
ansportation & Communication 298/ 117 415 303 129 432 309 141 450 311 159 470 314 178 492
Jaz Canal 4 4 1 4 . 1 1 1 ]
-ade i )
Nance 226 877 1,103 235 900 1.135 246 92 1,168 254 951 1,205 259 289 1,248
surance
wristn (Hotols & Restaurants) 9 98 107 10 100 110 10 104 114 11 107 118 0 113 122
sta! Services Sactors 533 1,082 1,625 548 1,120 1.677 565 1,167 1,732 576 1,217 1,793 582 1,260 1,862
wusing (Roal Eslatae) 19 153 172 20 157 177 20 162 182 21 166 187 21 174 192
ablic Ulilities
wclal Security 1.971 1 1,971 2,020 1 2,020 2,079 1 2,079 2,132 1 2,132 2,185 1 2,185
wvemmental Services
«cial & Personnal Services 908 908 945 845 4 987 987 4 1,030 1,030 1,075 1.07%
atal Social Services Sectors . 1,080 1,061 3,051 2,040 1,102 3,142 2,008 1,149 3,248 2,153 1,196 3,349 2,206 1,248 3,452
‘and Total 5.703 7,002 10,795 3,756 1,316 11,072 3;819 7,548 11,387| 3,630 7,739 11,669 4,027 7.971 11,998
surce; Ministry of Planning (cont'd ...)




Table (7)
Egypt: Employment Public & Private Sector, 82/83 to 91/92

(,000)

Flscal Yea 1087/1988 1988/1889 1989/1890 1890/1991 1991/1982
octors Public Private | * Total Public Private Total Public Private Total Public Private Total Public Private Total
wriculture & Irrigation 121 4,259 4,380 122 4,309 4,431 123 4,355 4,478 124 4,403 4,527 123 4,457 4,580
«dustry & Mining 781 829 1,610 776 904 1,680 786 949 1,735 73 1,073 1,846 mr 1,105 1,882
wolrolourn & Rs Producls 21 10 31 23 10 33 24 11 35 26 10 36 27 10 3y
dectricity 86 1 86 81 4 91 a7 4 97 101 1 101 104 1 104
onstruction 201 524 725 206 554 760 210 580 790 215 630 845 220 663 883
otal Commodity Sectors 1,210 5,622 6,832 1.218 5117 6,095 1,240 5,895 7,135 1.239 8,116 7.355 1,251 8,235 7,488
qansporlation & Communicalion 313 202 515 319 219 538 325 238 563 a3s 253 588 338 217 615
wez Canal 4 E 4 4 4 4 4 4 4 4
«wade
inance 270 1,025 1,295 278 1,068 1.346 287 1,104 1,391 302 1,138 1,440 316 1,169 1.485
usurance
wourism (Hotels & Restaurants) 6 122 128 6 128 134 7 133 140 6 124 130 7 143 150
wolal Services Seclors 589 1,349 1,838 603 1415 2,018 618 1,475 2,004 643 1,515 2,158 681 1,589 2,250
“ousing (Renl Estate) 21 177 198 22 180 202 2 185 207 23 189 212 24 194 218
«ablic Utllities )
-ocial Security 2,249 2,249 2,317 2317 2,385 2,385 2,457 2,457 2,523 2,523
“ovemmantal Services ' ’
«ocial & Personnal Services 1,120 1,120 1,170 1,170 1,220 1,220 1,277 1,277 1,335 1,335
-otal Soclal Services Sectors 2,270 1,297 3,567 2,339 1,350 3,688 2,407 1,405 3,812 2,480 1,466 3,046 2,547 1,528 4,076
Lrand Total ' 4,069 8,268 12,337 4,160 8,542 12,702 4,286 8,775 13,041 4,362 9,007 13,459 4,459 9,353

13,812

(...cont'd)




Table (&)
Egypt: Share of Private Sector in Total Employment by Economlc Activity,
1982/83 1991/92

Source: Calculated from Ministry of Planning

(Percent)
Sectors 1982/83 | 16883/84 | 1984/85 1085/86 1086787 | 1087/88 1088/89 | 1989/90 | 1990/91 1991/92
% % % % % % % % - % %
Agriculture 37.3 36.8 36.2 35.6 351 345 33.9 334 327 323
Induslry & Mining 4.8 5.4 6.0 6.0 6.1 6.7 7.1 7.3 8.0 8.0
Petroleum & its Producls 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
‘(Electricity : S 4 4 ] 4 § 1 4 q
Construction 3.6-} 7 3.6 4.0 4.1 4.3 4.4 4.5 4.7 4.8
Total Commodity Sectors 45.8 45.9 46.0 45.6 45.4 45.6 45.5| 45.2 454 45.1
Transponrtation & Communication 1.1 1.2 1.2 1.4 1.5 1.6 1.7 1.8 1.9 2,0
Suez Canal : 1 4 1 p - i 5 - -
Trade ' '
Finance 8.1 8.1 8.1 8.2 8.2 8.3 8.4 8.5 8.5 8.5
Insurance
Tourism {Hotels & Restaurants) 0.9 0.9 0.9 0.9 0.9 1.0 1.0 1.0 0.9 1.0
Total Services Sectors 10.1 10.2 10.3 10.4 10.7 10.9 11.1 11.3 11.3 11.5
Housing (Real Estale) 1.4 1.4 1.4 1.4 1.4 1.4 1.4 1.4 1.4 1.4
Public Utilities 1 g - : : . . ] . -
Social Security . 4 . . 4 . 1 4 . -
Governmental Services - 1 1 1 1 1 1 1 1 .
Social & Personal Services 8.4 8.5 8.7 8.8 8.0 9.1 9.2 9.4 9.5 9.8
Total Social Sen)ices Sectors 8.8 10.0 10.1 10.3 .10.4 10.5 10.6 10.8 10.9 11.2
Grand Total 65.7 66.1 66.4 66.3 66.4 67.0 67.3 67.3 67.8 67.9



Table (9)

Egypt: Private Sector Average Annual Nominal Wages by Economic Activity
1982/83 - 1991/92
(L.E. Current)

. Flscal Yeat 1082/1983 1983/1984 1884/1885 1985/1886 | 1086/1987 1987/1988 1986/1988 1888/1890 1890/1991 1981/1992
Sectors ‘ '
Agriculture & lirigation 465 489 514 540 531 689 773 868 877 1,080
Industry & Mining 793 522 299 395 501 522 649 710 1,057 1,574
Petroleum & its Products 9,571 10,000 11,375 11,143 11,000 10,900 13,600 16,091 23,300 28,700
. Electridly - ’ 4 < 4 - < - . 4 4
Construction 1,432 1,312 1,395 1,508 1,629 1,735 2,042 2,303 2,517 2,827
Total Commodity Sectors 589 572 575 618 889 780 894 1.012 1,186 1,387
" |Transpottation & Communication }
?uez Canal } 1,761 1,512 1.318 1,635 1,736 1,728 2,201 2,559 3,099 3,542
rade }
Finance ) 1,196 1,267 1,341 1,490 1,677 2,261 2,580 2,991 3,506 4,015
Insurance : }
Tourism (Hotels & Restaurants) 1,184 1,300 1,404 1,542 1,646 1,738 1,930 2,128 2,685 2,720
Total Services Sectors 1.255 1.298 1,344 1,513 1,883 2,134 2,462 2,843 3,371 J,8186
Houslng (Real Estate) 386 414 438 470( 509 571 650 730 820 923
Public Utilities }
Social Security } 4 4 4 4 4 4 4 4
Govarnmental Servicas }
Sodial & Personnal Services 955 985 1,041 1,112 1,175 1,321 1,435 1,565 1,709 1,878
Total Soclal Services Sectors 872 804 958 1,022 1,083 1,218 1,330 1,455 1,594 1,755
Grand Total 734 734 752 821 811 1,068 1,223 1,301 1,816 1,867

Source: Calculated from Ministry of Planning figures
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TABLE 1 e
RETURN CN ASSETS (1989)

2EROC OR
PSQ ROA > 15% 10X - 15% 5X - 10X LESS THAN 5% -vE. raa ToTAL
AGRICULTURE
1 IRRIGATICN - - 3 2 2 7
2 AG. DEVELCPMENT - - 4 9 1 14
3 LIVESTOCK - 1 - 3 3 7
I3 FISHERIES - - - 1 - 1
S LAND RECLAMATICN . . 4 2 - 6
[NOUSTRY
6 MININGS - - 2 7 - 9
7 METALS 1 - 4 4 - 9
8 ENGINEERING - - 10 6 3 19
9 CHEMICALS 1 2 11 10 3 27
10 TEXTILES 1 7 12 9 2 3
- 11 FOCD PROCESSING 4 [ 5 3 1 19
12 PHARMACEUTICALS - 1 3 [ 1 1
13 KHILITARY PROCUCTICN - - S 8 2 15
14 TELECOMMUKICATICNS - - 1 - - 1
POWER
15 PETROLEUM - 1 S é - 12
16 EEA - - 2 2 - 4
17 DISTRIBUTICN COMPANIES - - - 7 1 8
HOUSING & UTILITIES
18 PUBLIC UTILITIES - - 1 8 1 10
19 BUILDING MATERIALS - 2 S 5 1 13
20 CCHSTRUCTION COMPANIES - - 4 13 10 27
21 BUTLDING COMPANIES - - - 4 1 5
22 ARAB CCNTRACTCRS - - - 1 - 1
TOUR SM
23 ROADS AND BRIDGES - - 3 1 - 4.
26 TRANSPCRT COMPANIES - - - 12 - 12
25 TQURIST COMPANIES 1 - 2 2 - 5
25 MARITIME TRANSPORT CO. 8 - 1 4 - 13
27 SUEZ CANAL 1 - 1 [3 1 7
SUPPLY
28 BAKERIES - 1 ] 3 - 10
29 RICE PRODUCTICK 3 4 2 - - 9
30 FOOD DISTRIBUTICN - 1 3 7 - 11
31 CONSUMER GOCDS & DURABLES - 2 9 2 - 13
ECCNOMY & FOREIGN TRADE
32 FOREIGN TRADE 1 3 3 1 - 13
33 COTTON - - 8 (A - 12
CULTURE & [NFORMATION
34 INFORMATION 1 - - - 1 2
35 CULTURE - - - 1 1 2
BANKING L [NSURANCE
38 BANKS - - 6 1 - 7
37 INSURANCE COMPANIES - - - - 4
38  SPECIALIZED BAXKS - 10 7 - - 17
TOTAL 2 [¥3 132 162 3s 397

Neé Profic *
Total Assegs.*-

Définitions:‘ Returcr on Assets =

As recorded ia relevant balance sheets and income statements

Sources:
Ministry of Cabinet Affairs, Public Sector Information Unit
The Public Sector in Egypt, 1982/83 —- 1988/89, Chapter 8

NOTE: Banks, insurance companies, utilities, telecommunicaticns, petroleum
and military industries are not subject to Law 203.



Table 2

LIST OF COMPANIES
BASED ON RATES OF RETURN
EXCEEDING 15 PERCENT (1989)

RETURN ON  RETURN CN
COMPANY SECTOR CASSETS (%) EQUITY (2
1 THE ROPE AND LIGHT CO. SUEZ CANAL 43.3 175.2
2 THE SCUND AKD LIGHT CO. CULTURE 37.1 100.5
3 ALEX CO. FOR MOCRING . MARITIME TRANSPORT 29.6 3.6
4  WOOD TRADE CB. FOREIGK TRADE 25.9 9.7
5 EASTERN TCBACCO FOOD PROCESSING 25.9 %.2
6 AL AHRAM BEVERAGES FOOD PROCESSING 3.7 9.1
7  MISR FOR MARITIME ACTIVITIES MARITIME TRANSPCRT 2.3 £2.0
8  MISR HOTELS TCURINS 21.0 53.2
9  EL NASR FOR TEXTILES TEXTILES " 19.8 36.4
10 OOMEITTA BAXERIES _ BAXERIES 19.1 59.0
11 EXTRACTED OILS & PRODUCTS FOCD PROCESSING 19.1 115.2
12 CANAL CO. FOR MARITIME CCNTACTS  MARITIME 18.2 4.7
13 MISR FOR PROCUREMENT SERVICES MARITIME 18.2 $5.6
14 SHARKIA BAKERIES BAKERIES - 17.8 80.7
15 DAKNALIA BAKERIES BAXERIES 17.6 54.5
16  TANTA OIL AKD SCAP FOOO PROCESSING 17.4 £s.7
17 PAINTS AND CHEMICAL CO. CHENICALS 17.3 152.6
18 PORT SAID CO. FOR MOCRING MARITIME TRANSPORT 17.1 25.0
19 SUEZ CO. FOR UNLOADING SHINMING  MARITIME TRANSPORT 16.6 3.3
20 THE EGYPTIAN GENERAL WAREHOUSE MARITIME TRANSPGRT 15.6 3.4
21 ALEX. FOR MARITIME CONTRACTING MARITIME TRANSPCRT 15.6 2.7
22 MISR ALUMINUM METALS 15.3 3.2

* H.8. Cnly 22 firms of a total number of 337 state enterprises have rates of return on
assats exceeding 15 percent.

* N.B. All 22 firms have high percentages of working capital and high current ratios.
In sddition, their debt ratios are within acceptable financial norms.

Net Profitc *
Total Assets *

Definitions:

Return on Assets =

Return on Equity = Net Profit *

Owmner's Equity *

As recorded in relevant balance sheets and income statements

Sources:

Ministry of Cablnet Affairs, Public Sector Information Unit
The Public Sector in Egypt, 1982/83 - 1988/89, Chapter 8

NOTE: Banks, insurance companies, utilities, telecommunications, petroleum

and military industries are.not subject to Law 203,



Table 3
LIST OF CCMPAXIES
BASED ON RATES COF RETURN
- BETWEEN 10 AND 15 PERCENT (1989)

RETURN OH RETURN oN

COMPAKRY SECTCR ASSETS (X) EQUITY (X)
1 GHARBARA BAKERIES BAKERIES 14.3 47.4
2 GENERAL FOR PAPER (RAKTA) CHEMICALS 14.2 82.6
3 MISR FOR OIL & soap ) FOOD PROCESSING 14.1 4.4
& GENERAL FCR ENGIXEERIKG WORKS FCREIGN TRADE 13.8 104.8
5 MIX SALT AND STDA FOOO PROCESSING 12.7 5.1
6 WADI FOR EXPORT FOREIGN TRADE 12.7 59.5
7 GENERAL FOR CHICKEN FARM SERVICES LIVESTCCX 12.7 69.9
8 EL ARABIA FOR FCREIGN TRADE FOREIGN TRADE 12.5 $3.5
9 RICE MARKETING BAXERIES 12.5 90.8
10 MISR FOR FOCD PRQCESSING 12.6 57.3
1 CMAR EFFENDIL CCNSIMER DURABLES 12.46 69.5
12 ISHALIA BANK : SPECIALIZED 8AKK 12.4 137.1
13 MI{SR FOR [HPCART & EXPORT FOREIGN TRADE 12.3 &5.5
14 DELTA BAKERIES BAKERIES 2.3 48.7
15 ALEX. FOR OIL AKD SCAP FOOD PROCESSING 12.2 55.3
16 MISR FILE SHOP FOREIGN TRADE 12.1 82.8
17 EL NASR FOR WO TEXTILES 12.1 54.7
18 MISR FOR FISH MARKETING FISHERIES 12.1 55.1
19 MISR FOR GLUCOSE FOCO PROCESSING 11.7 32.0
20 QENA BANK SPECIALIZED BANK 11.7 258.2
21 BEHAIRA BAKERIES BAKERIES 11.5 $4.9
22 DAKHALIA FOR TEXTILE ~ TEXTILES 11.4 70.7
3 GHARBIA BANK SPECIALIZED BANK 11.3 190.9
24 KAFR EL SHEIXH BAKERIES BAKERIES 11.3 9.4
25 EL ARABIA FOR TEXTILES TEXTILES 11.3 45.5
26 ASWAN BANK SPECIALIZED 8BANK 11.1 222.1
27 DAMIETTA TEXTILES : TEXTILES 11.2 L2.9
28 FAYCNM BANX SPECIALIZED BANK 10.9 155.0
29 CALYUBIA BAXK SPECIALIZED BANK 10.8 199.4
30 GENERAL FOR TEXTILES 10.7 25.5
31 ENGINEERING EQUIPMENT COMPANY FOREIGN TRADE 10.8 90.5
32 MISR FOR CHEMICALS TRADE FOREIGN TRADE 10.7 as.7
33 NASR FOR [MPCRT AMD EXPORT FOREIGK TRADE 10.6 136.8
34 GIZA BANK SPECIALIZED BANK 10.6 195.7
15 SHARGIYA BANK SPECIALIZED BRANK 10.6 229.8
36 NASR FOR FOREIGN TRADE 10.5 58.7
37 ALEX. CEMENT BUILDING MATERIALS 10.3 30.3
38 MISR PETROLELM PETROLELM 10.3 43.5
39 HMOOERN TEXTILES TEXTILES 10.3 26.5
40 EL NIL FOR OIL AKD SQAP FOCD PROCESSING 10.3 49.9
41 SOHAZ BANK SPECIALIZED BANK 10.3 288.1
42 NAT]ONAL PAPER CHEMICALS 10.2 62.8
43 ASIUT BAKK SPECIALIZED BANK 10.1 170.6
[54 MISR/SHEBIN EL KOM TEXTILES TEXTILES 10.1 3.3
45 KAFR EL SHEIKH BANK SPECIALIZED BANX 10.1 206.4
17 WAD[ BANK SPECIALIZED BAXK 10.1 202.1

* N.B. 45 Firms of a total muber of 397 state enterprises have rates of return on
assets in the range of 10 to 15 percent.

* N.B. All 46 firms have high percentages of working capital sd high current ratios.
In acdition, their debt ratios are within acceptable financial norms.

Net Profit *

efinitions: Re on Asgets = —
D turzn on Tutal Assets *

Keturn on Equity = Net Profit *
Cwner's Equity *

As recorded in relevant balance sheets and income statements

Sources: . .
Ministry of ‘Cabinet Affairs, Public Sector Information Unit
The Public Sector'in Egypt, 1982/83 - 1988/89, Chapter 8

NOTE: Banks, insurance companies, utilities, telecomunications, petroleum
and military industries are not subject to Law 203.
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- ACTIVITIES

RESPONSIBILITY

b o

bkl g

is_|

(1) Law 230 Companies

Government and Law 203 Public
Shareholders:

(a) Government instructs direct and
indirect representatives in each Law
230/43 company to initiate sale/stay.

(b) Issue guidelines for decision
procedure and disposal of proceeds
and prepare a public awareness
campaign;

(c) Issue instructions to assess interest;

(d) Issue sell instructions following
expression of interest.

Enterprise Management:

(a) Seek existing shareholders buyout
interest; '

(b) Seek public's expressions of interest;

(c) Monitor sale process and progress;

(d) Evaluate offers;

(e) Get Board approval;

(f) Complete sale;

(g) Launch second round effort.

(2) Law 203 Companies

Spon Privatizati

(a) Government begins to screen all PEs
according to specific criteria of
selection to be issued by the PEO or
the Cabinet;

(b) Government announces publicly the
names of the companies available for

nA‘Mﬁwﬂﬁnnqnﬂpopyonnh“h@

Cabinet and Law
203 shareholders

Enterprise
management

PEO

Prime Minister
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(c) Holding companies collect expression | Holding Technical [--- '
of interest and group them in three Secretariat

categories: companies for which the
expression of interest were: many,
few or more.

Privatization of First Batch of Law

203 Companies

(a) Prime Minister to designate a target
first batch of companies to be
privatized by 1992, establish
priorities and a time schedule.
Selection should satisfy specific
criteria to be developed by PEO;

(b) Prime Minister instruct holding
companies to initiate sale
immediately.

(c) Prepare and designate a second batch
of companies to be privatized by
1993.

Public E ise Offi

(a) PEO to prepare decree setting out
rules and process for conduct of
privatization transactions, approval of
sale price, guidelines for ranked
based valuation, guidelines for
employee participation schemes,
define and appoint local staff, assess
professional needs and determine
technical assistance requirement and
mobilize external funding support;

(b) PEO to issue guidelines to holding
companies for preparation of 1992
Business plans including
nrivatization/asset sale/liguidation:

Prime Minister

Prime Minister

PEO

Technical Secretariat
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ACTIVITIES

RESPONSIBILITY

434

429

(c) PEO to prescribe reporting
requirement;

(d) PEO to prepare 1992-93 privatization
program drawing upon Business
plans and get government approval;

1t (¢) PEO to set up professional advisory
services;

(f) PEO to prepare liquidation program
based on holding companies Business
plans;

(g) PEO to monitor implementation
progress quarterly;

(h) PEO to launch next round after
evaluation;

(1) PEO to organize orientation and
training.

Holding C .

(a) Contract with consultants and
professional advisory services to
begin privatization of the first batch of
companies included in 1991/92
privatization program, determine
technical assistance required;

(b) HCs to form Department of Asset
Sales and Resource Mobilization;

(c) HCs to prepare 1992 Business plans
spelling out the privatization,
liquidation components;

(d) HCs to arrange training of their staff;

(e) Organize labor pools program and
obtain funding from the social fund;

(f) Monitor program of contract
implementation.

Holding Technical
Secretariat
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PRIVATIZATION PROGRAM

SALE OF LAW 203 COMPANIES

SHARES IN JOINT VENTURE COS.

HOLDING COMPANY/ Joint Venture | No. Of Shares| Share % Sale
AFFILIATED COMPANY Sold Sold Value
- LE Million

ENGINEERING INDUSTRIES

SABI MISROOB N/AV. 4.1% 2.16 .

Transport & Engineering OTIS Elevators N/AV. 30% 1.80

IAlexandria Metal Products LORD N/AV. 13.6% 3.30
SUBTOTAL © 7.20

FOOD INDUSTRIES

Egyplian Bottling Co. (PEPSI COLA) MISROOB N/AV. 10% 5.30
SUBTOTAL 5.30

PHARMACEUTICAL INDUSTRIES

Erﬁlialed Companies EPICO 628.700 N/AV. 50.00
SUBTOTAL 50.00

MINING & REFRACTORIES - -

IAlTiliated Companies Suez Cement NAV N/AV, 19.00
SUBTOTAL 19.00

Source: Public Enterprise Office




PRIVATIZATION PROGRAM

SALE OF LAW 203 COMPANIES

SHARES IN JOINT VENTURE COS.

HOLDING COMPANY/ Joint Venture No. Of Shares] Share % Sale
IAFFILIATED COMPANY So!d Sold Value
[ : LE Million
METALLURGICAL INOUSTRIES
Egyptian ron & Steel - | Asex. National iron & Stecl 50,000 18% 7.00
Oeita Slecl Mills Alex. Nationa! ron & Steel 50,000 10% 7.00
National Mctal Industies Algx. Nationd iron & Stec! §0.000 18% 7.00
El Nasr Caslings AKRO MISR 2,500 N/AV. 5.40
ssud Cerment 5ucz Coment 50,000 2% 2.50
Defta Steel Mills Nalional Dekhieta 53,400 N/AV, 8.20
SUBTOTAL 28.90
INATIONAL CONSTRUCTION
lArab Foundation (VIBRO) Al Mohandess Bank 4,000 0.2% 0.82
EI Nass Building & Construction (EGYCO) National Housing 400 N/AV. 0.40
Al Mchandess Insurance Co. 11,500 0.8% 0.41
SUBTOTAL 1.63
OUSING, TQURISM & GINEMA -
F] Nasr Housing & Development Zahraa Al Maadi 270 N/AV. 0.21
Development 8 Pepular Houses Co.. Zahraa Al Maadi N/AV. N/AV. - 6.77
El Maamoura Housing & Development Zahraa Al Maadi 400 N/AV. 0.32
20 0.02
SUBTOTAL 7.32
TOTAL 119.35

Suurce: Public Enlerprise Office
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+Loan) ( 2,000 2|C ) 2,000 ¢ 35,000 ¢ il o3¢
o Ouer |1
;o US 2
' Hoxt County *
Nither Donor(s)
TOTAL 5 G5 2,000 2,000 15,000 3
9. SCHEDULE OF AID FUNDING ($000)
B.
A APPRO{PRIMARY %Ei?t\g\og\é D. OBLUIGATIONS TO DATE B ANQUNT APPROVED F. LIFE OF PROJE®
R ATIONIPURPOSE THIS ACTION
CODE [1.Grant) 2, Loan 1. Grant 2. Loan 1. Grant 2 Lean I 1. Grant 1L
i rg 35,000 35,000
2}
(4
(4) |
TOTALS (St 35,000 35,000
10. SECONDARY TECHNICAL CODES (maximum 5§ codesof J ponfions ecck) 11. SECONDARY PURI
12. 3PECLAL CONCERNS CODES (maximum 7 coder of 4 positions each)
A Code

B. Amount
13. PROJECT PURPOSE (maximum 480 cAzuciery)
To assist the Govermment of Egvot (GOF) to irmlement its privatization
orogram through institutional develoument and assistance for the sale

oL DubllC enternrlses and nrooer“les
15. SOURCE/ORIGIN OF GOODS AND SERVICES

CJ Locat (O Other(Specify)

O —

(3 ooo, . [ 941,
pege PP Amendment)

.\NIYY

H SfHEDULF.D EVN.UAﬂONS
l Ainad Inlq al s

MM, YY
Laterim lnLoj qlﬁl l L ]
16. AMENDMENTS/NATURE OF cmwcz PROPOSED (TAlsis page 1 of &
The USAID/Egvnt controller concurs with the pronosed method of immlementation

and financing, . .
- Nimalka Migesgoriva;—i/AD/TM
ILDATE DOCUMENT |

IN AID/W, OR FOR AL
MENTS, DATE OF DIS

* See Discussion in Section III Cost Estimate and Financial Plan

17. APPROVED 52:7_/4«/@ 44«/:_{?[
BY - Tide Chrlstonher D. Crowlev Dute Signed v Db Y
Acting Mission Director l ’ l
lotelsir15] EREEN
vi o

A 13304 (3-79)
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PRIVATIZATION PROJECT # 263-0238

METHODS OF IMPLEMENTATION

AND FINANCING

rojt Coponents and N

Program Promotion

Organizational Development

Financial Insttuments
Sales Advisory
Decision Making Support

Direct Contract

3. EVALUATION
Direct Contract

4. AUDIT
D'Lre_ct Contract

'DLre_bct Contract Q

5. LOCAL.SUPPORT =~ """

Direct Contract

000

Method of

Direct Pay

Direct Pay'
Direct Pay

Direct Pay

‘Difect Pay‘ o

S

U, 320"

Table

1



PRIVATIZATION PROJECT # 263-0238

SUMMARY COST ESTIMATES
AND FINANCIAL PLAN ($000)

- ELEMENTS '

TECHNICAL ASSISTANCE 11,000 |
SALLS 14,800 0| 148
EVALUATION 2,000 530 2.5
135 65 2

AUDIT

LOCAL SUPPORT _’

TOTAL-

1
R

Table 2



£ °1qel

hied oy o e f

PRIVATIZATION PROJECT # 263-0238

Projected Expenditure Ey Project Year

&)

ELEMENT

- Yearl

Ycar 2

Year 3

Year 4

Year 5

TOTAL

TECHNICAL ASSISTANCE
SALES
EVALUATION
AUDIT
LOCAL SUPPORT

" TOTAL DOLLAR *

1,028,435

4,221,794

5,500,000

489,256

45,000

70,000

4,575,865
6,000,000

559,537

45,000 |

70,000

4,456,168

3,300,000

765,630

45,000

70,000

2,870,908

0

204,863

67,500

17.500

17,153,170
14,800,000
2,529,328

202,500

315,000
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