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THERE are two ways to privatize: the ngiu
way and the wrong wray. ’
The United Kingdom, s its varied privati-
zation programs, was keen 10 ensure the
ic's participation in the purchase of sisie
firms ap for sale. For exampie, major televi-
sion advertisements preceded the ssle of
British Telecom, and when this mammoth
entity was finally privatized. the wotal oum-
ber of shareholders in Britain virtually dou-
bled.

The British government’s privatization
approach emphasized stock sales. through
winch the largest of brokers as well as the
smallest of investors could participate. More
importanuly, they undersiood thal privatiza-
tion and the development of the czpital mar-
ket, including the stock market, go band m
band. .

Privatization has oftea been nsed as a
mechanism to revitalize stagnant capital
markets whosc activity is mimimal or where
operations are sluggish. Revitalizing the
capital market has been a key objective of
the Egyptian government for at least a
decads, because the government under-
"stands that sn operative stock exchange # &
mechantam through which additional invest-
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Yet even though the government has been
keen to emphasize the importance of devel-
oping a solidly based capital market in one
conference after another, little has been done
to develop the framework around which it
should operate. In fact, many would find a
visit to the main trading center of the Cairo
‘stock exchange interesting There is virtual-
ly no activity, and trading is simply nonexis-
tent. . ; Y :

Privatization, if linked to capital market .
development, could be one way of genermt-
ing the activity that is missing in the Cairo .
stock exchange. More importantly, the gov-,
vatized are offered § zale in wch s way.

_Egypt can prvatize the right way, or
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that any Egvpuan can buy into them. Stock
offerings should be the way Egypt
approaches privatization, and cmployee
stock ownership plans can be 2 good way
for dealing with a number of state enterpus-
es that are targets of divestiture programs.

Any investor, large or small, muost be
given the chance to buy into privatized state
enterprises 1o avoid having a select group of
wealthy busmesemen moaopolizing the pur-
chase of state asses.

Without the use of the capital market in
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the process of privatization, equity will be
Jost. Equity in this case simply means that
every Egypuan should be given the chance
to buy inio state firms offesed for sale.
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The wrong way is to privatize with

33 tion that a state firm's asscls arc
gowng 1o be transferred 1o a select number of
businessmen who have the capital 10 bay

" fmmto them. Thas, for example, when 3 major

public hotel is offered for sale through 2
normal bid mechanisu, how many Egyp-
tians have, say, E£140 million to parchase
17 1 would gness not that many.

Anyone who knows the Egyptian and
Arab business community will probably be
tble 1 guess the three or four people sub-
mitting bids. In transactions like this, the
-government knows quite well beforehand

who is likely 80 acquire the ssets it is offer-.

.ing far sale, while the small investor is, i &
have
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_. Now, with the government saying very
duﬂym;insmsdlvay;:ctmful
hotels such as the Cairo Marnoa and to
divest itself of other, less prolific enterprises
like the Meridien. one key question is
whether or pot these assets are gowng W0 be
offered for sale the cepital market

All indicalors seem to point 1o the absence
of any inteation to sefl through the capital
market. No new employes stock I
plans have been sonounced and the govern-
ment is mowag in the direction of selling off
these assets 1o any individual or organiza-
ton that can come up with the hundregds of
millions of pounds 0 buy them.

In the process, the small investor is oot
given a chance to buy into the equiry of such
organizations, prumanily because the capital
market was not the mechanism through

Tourism Miuster Fomad Suhan was quot-
ed recently as saving that he was consuder-
ing privatizing parts of EgyptArr through
pablic stock offerings. and if this is dome 1
will be the first large privatization transac-
tion through the capital market
" 'In any case, it is now 2 wait-and-sce
game. Will the government contmne t© pri-
vatize the wrong way, or will it eventnally
come around to linking the sale of sate
" "My advice o state officials i the capital

suthority is o less attention o

Al Rxyan and the other cast of characters in

the disastrous poofing-of-funds ripoff. and

to begin to pay more atteation o the capital
market as the mechanism through which

Egypt can attract additional investmeat

funds from small and large business circles

alike.

Egypt now has a golden opportunity to get
the capital market moving sgain. If it links
capital market development to the various

_ forms of privatizasion that the goverament is

“snse, deprived of the chance of patting his~ S0DW implemeating or planning o imple-

= goeod, it will embark on the road t. addimion-
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