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THE EG'PTiaN government's bold announce-
ment o seli off its assets in joint-venture
firms has been recetved by many with mixed
feehings due to fears that politically mouvai-
ed deais could derail the prnivatizaton effor.

Of course. most economists interested in
the privatizanon debate support this particu-
iar form of prvalizaton since it is likely o
be the easiest 1o implement. The reason s
that in the case of successfui joint-venture
firms. the government wii! probabiyv find its
partner wiliing to purchase the state’s share
n such enterpnises.

In fact. according 10 Egyptian law, the pn-
vate-secior pariner has to nave first ngnt 1o
purchase state shares offered for sale in a
Joint-venture project.

After the government’s announcement,
however. many people wormed over who was
likely to gain controi of the assets due to be
sold into private hands. The government has
part ownership of a large number of diverse
enterpnses in varnous sectors in the economy.
It has both foreign and iocal partners in such
Jomnt-venture enterpnses.

The government will likely find it easier 0
sell to a foreign pariner than to an Egyptian.
Why? Primanly because many feel that the
locai entrepreneurs who made joint-venture
deals with the siate represent a well-known
interest group. The selling of joint venture
assels to such partners. many believe, is not
spurred by the need 1o lighten the govemn-
ment’s load, but rather i1s pan of a process to
offer even more advantages to an already
povileged few.

In fact. every single one of the names on a
list of Egyptian partners in government jount
ventures belongs to a well-known public fig-

ure. The reason for this is that these

repeurs are either retired poliucians or
bejong to families whose names have been in
local newspapers too often.
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The sale of government assets to these
individuais is likeiy to nun the prnivatizanon
sffort more than 1t will assist 1t. beZause
mam of these joint venturss are widely per-
ceived as politicaily mouvated ‘sweetheart’
deals intended to benefit a particular persen
or group of individuais. The government’s
decision to sell off such assets has aiready
been mierpreted by many opposition newspa-
pers in EgyT™ as being yet another giveaway
io the pnvikeged few.

In one recent instance where it began
negouanons with a iocai privare-sector parn-
ner. the government has asked for E£6 mil-
lion for its share in the joint firm but has
veen orfered 3 mere E£3 million. The gov-
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emment now finds the sales process stalled
because the difference in the evaluation of
the assets is simpiy too great 10 even permit
negotianons.

Then why. one paper asks. does the gov-
ermment not permit open public stock offes-
ings through which any Egyptian can buy
assets in the joint ventures the govemment 1s
planning to privauze? The simple answer is
that Law 43, under which most joint ventures
were founded. does not allow for public
stock offenngs and gives first nghts on pur-
chase o0 privale-sector panners.

Why doesn’t the government amend the
law? Well. maybe 1t should. since for the
general public 10 take the privatizauion effon
seriously. the government has 1o provide
some assurance that no ‘swectheart’ deals are
being made and that its move i1s designed to
benefit the majority rather than a select
minority.

Out of Privatization

More 'mponantly, public_stock offerings
are-one good way 10 get the Egypuan stock
market operanng again and thus couid further
benefit the economy m many other ways.

For the pnivarization effort 10 be successful
1t must find supporters across the board and
all doubts about the government's mtentions
shouid be erased. Even if the government has
good intenuons and off-loads a Toubled firm
oaio the shouiders of someone dumb enough
o buy 1. 1ts effort couid still provoke adverse
reacnons 1f that someone belongs 1o the elite.
and the resuiting loss of faith could paratvze
the pnivatization ¢ffon for years 1 come.

The problem n tne sale of join:-venture
assels 0bviousiy invoives the people with
waom the government went :ntc business
Years ago.

The government's announcement that it
will privatize its joint-venture assets has
prompted business circies to draw up a list of
the companies concerned and the names of
thetr private-sector partners. These names
have aiready raised many an evebrow. and
the opposition press has had a field day com-
menting on the ethicai quesuons involved.

If the government 15 'in bed’ with anyone.
as the opposition press claims. it cannot
afford 1o be perceived as getting mro 2n even
more illicit affai. All in all, the companies 1t
chooses to pnvartize first will determme the
fate of Egypt’s privatizauon effort.

One prece of advice for anv state official
reading this arucle: keep away from firms
whose privanzaion would have too many
political amificauons. Stan with those firms
where political tensions will not be strong.
More imponaatiyv. no giveaways and no
‘sweetheart’ aeals — all this would likely
mean that the politrcal credibikity of the pri-
vatzation effort would end before saies even
start
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Khaled Fouad Sherif is assistant profes-
sor of management at the American Univer-
stry in Cairo.
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