' A

State Firms in the Red W

~n
!

By Khaied Fouad Sheri!
Specal 0 the Middle £ast Temes

SINCE the government s recem announcement
that it ptans to sell off a number of enterpnses
that have been exoemety profitable over the
past few vears, many nteresied 1n the divest-
ture dedatz have voiced their concem oves such
sales.

They are womned over the possible privatiza-
non of znterprises such as the Cairo Marnou
hote! (hal have heen very successfui. and thes
are sormewnal confused as to why the siate s
punnng e nd ihell of OTgdnizauons Mhat are
operaung in the biack anc that have never een
it the red A: the same ume. vanous gover-
norate officials nave indicated therr willingness
10 pnvarze Joss-makmg public firms but have
refused o0 consider the sale of organ:zation:
ZENETANING PUSILIVE TEIUIMS,

Those in favor of privanzing hoteis operanng

in the red heiieve that they shouid be sold now
because they wul bring the govemment mere
revenue wan they wouid in functioning at a
ioss.
The oremuse of those supporung the pnvau-
zanon of profitabie hotels 1s based on the belief
that posiuve returns can only be made so long
as iourists keep pounng wnio Egvpt. but thar
tounsm can be subject to some very serous
downturns depending on unpredictabie potitical
circumstances 1n the Middle East regyon as a
whole. What happened 10 wunsm. for exampie.
in the wake of the Achiile Laurs hijacking of
October 1985?

The returns of tourist snterpnses are easily
influenced by anyv poiitical turmoii in the
region. so does the government want to nsk
taxpayers’ money on unknown political
events? Those who wouid like to sec larpe-
scale privatizanon of the tounsm industry feel
that the is now i a good posinon
to unioad hotels such as the Marnont for a
tremendous return. A year from now, who
knows? .

Those who oppose the privatizauon of suc-
cessful state enterprises must also coasider that

fums m e red will be much more difficult 10
sell than those 1n the biack Hoteis such as the
Mamon will find a large number of buvers,
pnimanly because of 1ts good prospects tor
future camnmgs. Can the same thing be said for
the Borg or Cleopatra hoteis”

Business finance uses the term 'dogs’ (c
describe enterprises that have jost money for
vearts and that are likely o continee making
neganive requms. Is it easy for a hank or a busi
nessman o unicad his or her "dog™” Are peopte
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likely 1o wait in line for the chance w0 huy ou:
‘dogs” th uouble?

n the United States. there are venmure capital
institunons that specialize in buying ‘dogs.’
seliing thewr assets and making a profit m the
process. They buy assets din cheap from firms
that have serious dett probiems and that are
insolvent and then sell them again at a profit. In
mOst cases venture capital firms do not oy tc
tm the ‘dogs’ they have bought around. pni-
manly because “dogs’ are generaily unable o
melamorphose tnto profii-making enterprises.

In Egypt’s governorates and 1n the tounsm
sector. those calling for the pnvatization of
‘dogs’ must realize that their saie will not be
casy. The expected sale of 3 number of prof-
itable statc enterprises is a reflection of the
govermment s undersianding of this reality.

But. more imponantly, the quesuon of what
to sell or what not 10 sell must be preceded by a
clear government statement specifying the
areas 1o which it wishes to continue being
involved and those from which it wishes w0
withdraw.

Does the government wamt to be in the busi-
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atractive o the private sector because they too
. will never be able W smighten themsclves out.

ill Be Eard to Sell Into Private Hands
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ness of managing hotels? Does it wam 1o own |
chrcken farms? Does t want to occupy ftsetf |
with catie rasing? |

Cabunet officials such as Minuster of Tounsm
Fouad Sultan have med lo answer these ques- |
tons for their munustnes. Recenthy. Sultan was |
gquoted as saying that he perceived the role of 1,
the Minisgy of Tounsm as being notung more l
than an winsnrutuen that helps 1o finanes e |
eswblishrnent of new hotels in boom areas such
as the Red Sea and Sinar that would be owned |
and managed snureiv by the pnivale sector.

He aisc stated thar proceeds {rom the saie of
kotzis such as the Mendien and the Mamor
wouid be used to finance the infrastucturs
deveiopment requirements of both the Red Sea
and Sinar in order o pave the way for Tuture
tounsm development sites m those areas.

Whether people iike or dishke Sultan's
vision 1s a different story, but the important
thing 15 that he has a clear viston of whar direc-
oon he feels the govemnment should be moving
m when it comes 1o lounsm develepment acuv- ‘

ines.

And he has a very clear perspective on the |
government's role in tounism. This kind of
wviston does not exist in Jocal government and |
public-secior indusiry circles.

If the government plans to unload nothing
but *dogs’ m both local government and indus-
mal actvites. it should not expect hordes of
prospective buvers to come rushing 1o its
Joorstep: the pnvate sector »ill cenaindy balk.

Should thus happen. there ‘would once again
be vowes accusing the privaie sector of not
being senous about heipmg the government w
nd nself of such burdensome assets. And agair.
Egypt's entreprencurs would stand accused of
pot being serious about development at all.

But what maniac investor, Egyptian or non-
Egyptian. would buy mto a "dog’ that can nei-
ther bark nor even wag its tail for a profit? As
one Egyptian proverb goes: ‘A dog's @il is the
one thing that will oever straighten itselfl out’
Likewtise, state enterprise ‘dogs’ will never be
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