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Discordant Notes on Privatization

By Xnaie¢ Fouad Sherit
S0ecai tc $e Mxadke East Tunes

PRIVATIZATION. the hot issue of the day,
scmslobcsurﬁngxonwvefm'udasthc
Egyptian government has planned. but. as
aiways. there s an obstacle in the form of a
iack of cohesion among the various state
organizations and the governorates.

Already three governorates. South Sinar.
the Red Sea and Behaira. have announced
they unw iilingness 1o pnvacze. ciaiming thal
the majoruty of their proiecis are stralegic
tooa securify acmvities that they cannot give
up Their pnman argument s that the shift-
ing of these proects into the pnvate secior
Wil in some cases guarantee monopoiy privi-
leges {0 a minonty group of investors who
mav use their newly acquired power 10 raise
prices of basic foods 1n therr goy emorates.

On the other hand. there are other gover-
norates, such as Ismailia. Minva. Matruh,
Gharbiya and Sohag. which claim that virtu-
ally all of their local govermmeni-owned pro-
Jecis are profitable and have srated their
unwililngness to divest income-generating
enterprises.

Some of these governorates have indicated
that no sales of profitable projects are
planned until the government gives them
additional directives, while others have stan-
ed valuing the assets of their income-generat-
ing enterprises !0 pave the way for privatiza-
ton if the government gives the order.

In addition. another group of govemarates,
including Damietta and Monuofia. has been
moving steadily toward their privatization
objectives. Damietta started privatizing and
leasing state assets well before the state
issued clear divestiture directives to gover-
norates.

What is clear from the above is that the
willingness to privatize governorawe-owned
assets docs not apply across the board. Some

governorates are all for it, others dead set
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against 1t. and others again nave vet 10 take 3
stand. Some govemnorates refuse to seil any
of thewr assets. others are vaiuing assets and
waiting for directives. Some govemnorates are
selling off only those emerpnses that are los-
ing money and are unwilling o divest prof-
nable ones. while other governorates are
doing nothing at all and taking a wau-and-
see atutude.

A Point
Of View

What about cohesion? There does not
seem 10 be much of it. Should the govern-
ment leave it up to every governorate to
decide the fate of its state enterprises? In my
opinion, the government should not.

Privatization is not a free-for-all. It is
meant to be a mechanism throegh which the
government reintroduces market forces
across the board and dismanties not only
parts of the state enterprise system but the
planning mechanism that comes with it. Pri-
vatization carries with it strategic goals
which imply macroeconomic change in the
entire system. not partial reversions of assets
from the public 1o the private sector.

Macrocconomic structural change cannot
come about if it is left up to every goves-
norate to decide on its own whim which state
assets 10 keep in the government’s portfolio
and which ones to privatize. hmnotagamn
decentralization of decision making to give
the governorates more say, bat one must take
into coasideration the strategic macroeco-
nomic questions involved in tbe pmanzmon
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More imporanty. one nas (c ask at what
point the iaca of conesior arnong mimstnes
and governorates wil! come to an end. If the
govermment staies that s poiicy Is 10 pnva-
tize locai governmen: asseis. one would have
to assume thai the varcus governorates
invoived agreed 1o tus poiicy before it was
announced. Sadly. this does no: seem to be
the case.

An A! Aaram arucie pudhished 1o mid-
Aprii quoted at leas: three govemmors as sav-
ing that they were 21ther sdeclogically agaimnst
privatizatior or that simple d:vesuture was
impracuical for the majorin of covernorates
in Egyvpt. Al Akhbar aisc pubiished a similar
story.

Isn't it 2 bit jate for these governors to be
making these statements afier the govern-
ment announced tha! the saate would priva-
tize local government asse:s across the
board? Or did no one bother 10 ask the gover-
nors’ opinions before the privatization
announcement” Or 1s the state going to
impiement ajl-out privat:zation in a select
number of governorates, some privatization
in other govemnorates, and no pnvanzation
the remamning areas? Wha' do the mimsters
of economy and planning say to that?

1’s just like having 2 banc in which two or
three players insist on piaying jazz, s few
others wani 1o concentate on classical music
and the rest refuse to play aitogether. In the
end you get nothing but distonied noises from
some and silence from others. If some gover-
norales continue to move guxckly while oth-
ers move at a slower pace and ver a third
group decides to do nothing. then the rountry
will end up with an interesung set of distor-
toas.

Local government pnivai:zation efforts.
though, doindicat.concch_ng As always, 1t
seems to be quite difficui: to produce any
kind of cohesion or azreement on public
policies by v&qous state organizauons in
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